


P .O . Box 7-2111 • Anchorage, A laska 99510-7069

J a n ua ry  28, 1987 M R  0 2 1987

Re pr es en tative  Dave Donley, Chairman
Labor £ Commerce Committee
House of Repres en ta tives
P. 0. Box V
Juneau, Alaska 99811

Re: HB 47, An Act Relating to the Alaska Railroad
Corp oration

Dear Representative Donley:

Thank you for allowing the Alaska Railroad Co rp ora tion ("ARRC") 
this o p p or tu n it y  to comment upon HB 47 w hich proposes
sig nificant changes to A R R C’s enabling legislation.

We understand that your committee will conduct a wo r k se ssi on 
on this bill and others today. I hope that our comment s will 
be helpful as you revi ew the legislation. Should questions 
arise which are not adequatel y addressed in our position paper, 
please feel to contact me. My phone number is 265-2461.

I do apologize for the length of our response and our delay in 
getting it to you. However, the bill recommends swe eping
changes* to a model of a public co rporation created, as you 
know, by the 1984 legislature to op erate the St ate-owned
railroad. That model was intended to insure that the railroad 
wo uld be a rail carrier generating, retaining, and managing  its 
rp^enues to better serve A l a s k a’s tra nsportation and
development needs. Althoug h State leadership gave ARRC enough 
independence to conduct its activities as a separate and viable 
economic entity, a recognition of State ow nership and essential 
governmental functions led to public ac c ountabi li ty
re quirements manifested most clea rl y by open meetings,
go vernor- ap po inted board members, financial and manageme nt  
audits, annual and oversight reports, legislative approval of 
land disposals, and long-range capital improvement and pr ogram 
plans. This blend of substantial financial and operational 
independence subject to State oversight has resulted in a
quasi-public, qu asi-private railroad armed wi t h the flexibility 
it needs to react quickl y to changing market, operational, and 
financial needs.
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The model was create d only after months, perhaps years, of 
research, study, discussion, and debate. If I had to choose 
one me s sa ge  to leave w i t h  you today, it would simp l y be that HB 
47 proposes swe eping detrimental changes to the legislature's 
earlier vision of a financially independent, but pub licly 
accountable, railroad only two years following transfer. The 
wo rk  reflected in the Alaska Railroad Co rp ora tion Act and 
ARRC's track record to date perhaps deserve the same commitment 
of time and careful delibe ra ti on before the Act's vision is in 
large part abandoned.

Our feeling is that in a number of wa ys  HB 47 will restrict and 
curtail ARRC's ab i li t y to react mea ni n gf u ll y  to changing 
freight and real estr.ce markets to the detriment of its 
self-suf fi c ie n cy  and those m a n y  Ala sk an s who depend upon a 
viable rail tr ansport at io n option in Alaska. Those who appear 
most likely t.o benefit by such changes are the railroad's water 
carrier, trucking, and real estate competitors.

Thank you very much.

Larry D. Wood 
General Counsel

cc: Members of the House Labor & Commerce Committee
F. G. Turpin, President $ CEO
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bcc: M.J. Y e t t e r
J.B. B l a s i n g a m e  
P.C. J o h n s o n ,  Esq. 
L.J. H o u l e
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House Bill 47: An Act Relating to
the Alaska Railroad C o r p o r a tion

I. Introduction.
Representa tives Brown, 
substantial changes to 
42.40.010 et se£. ("ARCA"). 
into four categories, each of w hi ch  has 
least some recent media attention, 
ad equ at ely accommodated or protected by 
Railroad Corporation ("ARRC") board

House Bill 47, introduced by
Ellis and Boyer, proposes numerous and
the Alaska Railroad Cor po ration Act, AS 

The issues raised by the bill fall 
been the subject of at 
All, we believe, are 
existing laws or Alaska 
rules. The proposed

changes will also harm the economic vi ab il it y of the railroad.

These are the first major revisions of ARCA whic h have been 
proposed since 1984 wh en the law was enacted. The following 
discussions explain the sweeping limitations to ARRC's original 
State charter suggested by this bill. The legislature has 
pr eviously directed that ARRC operate as a self- su st aining 
business and has blended substantial financial and operational 
independence with public ac c ou n t a b i l i t y  requirements. Many  of 
HB 47's abrupt and significa nt  changes threaten to destroy 
those dynamic ch ara cteristics which give ARRC the flex ibility 
it needs to survive e co n omicall y in today's declining freight 
m a r k e t s .

ARRC strongly opposes 
that ARCA remain unchanged.

HB 47 and respectfully recommends

1 1 . Major Provisions of the Bill

A.
A1 is the 
s pe cifically 
and consult 
to minimize

Moose Kills.
effect 

m o o s e . 
with the 
adverse

of 
The 
State 
e f f e c t s .

One area of concern addressed by HB 
railroad operations on wildlife, 

bill requires that ARRC salvage meat 
Depar tment of Fish and Game (ADF&G) 

We believe that these proposals
only duplicate present laws and ignore ARRC/ADF£G cooperation.

As a consequence 
operations in Alaska, 
explain below that ARRC 
changing some equipment

of railroad, truck, and autom ob ile 
moose are unfor tu n a te l y killed We 
has already mitigated these losses by 
and operational techniques, repeat ed ly

discussing remedial al ternatives with State Fish £ Game 
representatives, and insuring that, wh er e possible, meat is 
s a l v a g e d .

B. C o n f i d e n t i a l i t y . The bill restricts those 
subjects which may be protected as confidential and discussed 
by ARRC's Board at executive sessions. Freight divisions, 
contract rate agreements and discussions of land acquis it ions



or disposals are targeted. As explained below, public 
discussion and disclosure o£ vital railroad market data will 
act ually injure consumers by giving railroad competitors the 
o pportu ni ty  to make rail transpo rt ation a less competitive 
option in Alaska.

C. O p e r a t i o n s . Se veral sections of HB 47 require the 
railroad board to ensure that passenger and freig' t services 
are maintained at 1985 levels. Board approval will be required 
for any expansion or reduction of service. Present law 
requires involves Board approval only where a change in service 
levels is "major." Although inadequate financial resources may 
allow the Board to forego railroad e x p a n s i o n s . it may not 
reduce the 1985 services levels for financial reasons. 
Presumably, any such reduction m a y  require legislative approval.

Discussion which follows points out that railroad passenger 
service is a major drain on ARRC revenues: $1.5 million
annually. A1though State tourism needs, resident access 
requirements, and tradition m ay  justif y ARRC's commitment to 
passenger service, economics do not. Save for a few excursion 
lines, Alaska's is the only unsubsidized rail passenger service 
in America. Present State law requires ARRC to report 
significant and permanent service reductions to the 
legislature. However, despite these losses, ARRC has not 
reduced services. They have been increased. Innovations in 
equipment, scheduling, and routes have helped mitigate the $2 
million annual loss which existed before transfer.

For its economic survival, however, ARRC depends upon the 
flexibility of its ma na ge me n t to immediately respond to 
changing freight market conditions by expanding, modifying, or 
in some cases, reducing service levels. To the extent this 
bill will detract from ARRC's mar ke tplace resiliency it will 
s ignificantly defeat the St ate 's earlier attempts to preserve 
rail freight service in Alaska.

D. Land I s s u e s . HB 47's provisions also 
s ig ni ficantly affect ARRC's leasing, easements and permitting 
practices. The bill proposes that railroad managers may only 
enter into such land use agreements for one year or less; Board 
approval would be required for agreements of greater duration. 
The Board must hold at least one public hearing not less than 
60 days before entering such agreements. In addition, it must 
make a wr itten finding that these contracts are in the best 
interest of the people of the State, taking into consideration 
adjacent land uses, mun icipal land use plans and ordinances, 
economic development, r e ve nu e-genera ti ng  potential, and public 
comment received.

The bill retains the current requirement that disposals be 
made at fair market value, but clarifies an exception for 
disposals to the State and municipalities. In addition, it
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requires that any disposal of natural resources (e.g., gravel,
timber) be made by competitive bid.

Finally, HB 47 would req ui re  legislative approval of all 
leases for over 35 years. AR CA  p r esentl y allows longer leases 
so long as a right of t e rm in ation is retained if the property
is leeded for railroad purposes after 35 years.

To the extent these si gnif ic an t modi fi cations  attempt only 
to underscore the need for public awareness of ARRC leasing 
decisions, we can applaud such concern. However, a discussion 
wh ich follows points out that Board policies and rules already 
protect the public's need to know of railroad leasing
activities. The ARRC, we believe, has al rea dy struck a careful 
balance between public in volvement in its leasing decisions and 
its fundamental reliance upon real estate leasing practices
w h i c h  can adequ at ely and qu i ck l y respond to market
opportunities. Even a brief re vi e w of financial statements 
em phasizes the railroad's traditional and heavy reliance upon 
growing real estate revenues. HB 47's mod if ic ations promise to 
und ermine railroad financial vi a bi l i t y  by se ri ously inhibiting 
marketing opportunities. The ch anges wor k to the advantage
only of ARRC's competitors and, ironically, to the probable 
dis advanta ge  of Alaska's public which, we believe, will 
in creasingly depend upon aggre ss iv e development of private and 
public land resources.

III. HB 47's I m p a c t .

Moose Kills.A- _
subject to the 
big game. Moreover, 
wi th  ADF&G, as attested by the attached article 
de partment 's  own in-house magazine. Corporation 
co ntinue to consult with ADFSG repres entatives and 
and wildlife enforcement officers of the Department

__________ Like other Alaskans, ARRC is already
requirements of AS 16.30 regarding salvage of 

the railroad has a history of cooperation
from that
personnel 
w it h  fish 
of Public

Safety. Procedures 
moose are salvaged.

are already in place to help insure killed

The unfortunate fact is that moose choose 
cleared railroad track as well as public roads 
heavy snowfall. For example, the winter of
ex tr em ely mild and only 17 moose were killed 
operations. In the 1984-85 snowy winter, more

to use the 
in years of 
1985-86 was 
by railroad 
moose were

killed on southcentral Alaska 
railroad ri ght-of-way (316).

highways (319) than on the

We believe the legislation is unnecessary. ARRC al re ady 
abides by the State's salvage laws and it will continue to wor k 
wit h ADF$G personnel to mitiga te  moose losses.

B. Executive S e s s i o n / C o n f i d e n t i a l i t y . Sections 4 and 
5 of HB 47 propose that co nf idential  railroad marketing and
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business data, including freight divis ions and contract rate 
agreements, be dis cl osable to the public. The railroad's water 
carrier, trucking, real estate, and port competitors would reap 
the greatest benefit from this relaxation of the law. Using 
sensitive information related to railroad freight rates, 
developing markets, and business opportunities to their 
advantage, railroad competitors m a y  su ccessfu ll y eliminate 
ARRC's capa bi li ty to offer co mp et i ti v e freight rates and real 
estate in Alaska.

The State purchased the railroad in part to preserve a 
rail transp or ta tion option in Alaska. Therefore, it structured 
a public corporation which would vigo ro u s ly  pursue a market 
presence to best serve consumer needs and avoid State financial 
assistance. In ARCA the Alaska legislature recognized ARRC's 
need to protect its pro pr i et a ry  information from general public 
scrutiny to preserve that mandate of railroad 
self-sufficiency. HB 47 promises to largely undo this 
protection.

Rate divisions and contract rate agreements explain just 
how much ARRC charges to haul commodities. Divisions split 
freight revenues for particular shipments between the railroad 
and its connecting carriers; contract rate agreements establish 
freight charges between the railroad and its shippers. Armed 
with information collected from ARRC's files (or Board minutes 
since HB 47 would also eli minate freight divisions, contract 
rate agreements, and proposed land acquisitions and disposals 
as subjects which may be discussed in the Board's executive 
sessions), competitors m ay undercut railroad charges and 
contracts to their financial advantage in what are already 
highly competitive freight and real estate markets.

Federal law may also protect the freight rate 
information which railroad competitors seek through passage of 
this l eg i sl a t i o n . 1/ After the transfer of the railroad into

1/ Please see 49 U.S.C. § 11910: "A common carrier .
that kn owingly discloses to another person, except the shipper 
or consignee, . . . (A) information about the nature, kind,
quantity, destination, consignee, or routing of proper ty  
tendered or delivered to that carrier . . . without the consent 
of the shipper or consignee, and (B) that information m ay  be 
used to the detriment of the sh ipp er or consignee or may 
disclose improperly, to a competitor the business transactions 
of the shipper or consignee, shall be fined not more than 
$1,000." Because divisions and contract rate agreements will 
contain such information, legal counsel should opine wh eth er HB 
47 will in evitably conflict wi t h  this federal mandate. Note 
that the Interstate Commerce Commission requires only that 
minimal aspects of contract rate agreements be filed with that 
agency.
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State ownership, the federal Alaska Railroad Transfer Act 
("ARTA") sp ecified that the St ate- ow ne d railroad would be a 
rail carrier engaged in inter state and foreign commerce subject 
to the ju ri sdictio n of the ICC and entitled to all of the 
business op po rtu n it ie s  av ai l ab l e to comparable railroads, 
including contract rate agreements. 45 U.S.C. § 1207.

Like federal d e r e g u l a t i o n  in the airline, trucking, and 
telephone industries, d e re g ul at ion of ce rtain rail activities 
in the Staggers Rail Act of 1980 was meant to promote the 
vi ability of the rail tra ns p or ta t io n  option in America. The Act 
was passed as a response to the financial difficulties then 
plaguing the nation's railroads. Congress felt that much of 
the problem lay w i t h  ex ce ss iv e governmental regulations. 
Hence, it granted rail carriers the privilege to conduct their 
operations by contract as other businesses do. Instead of 
charging uniform tariffs of general applicability, railroads 
would be able to ne go tiate individual contracts with their 
s h i p p e r s .

For example, no longer bound by difficult and time 
consuming notice and ra te -m ak i ng  regulations in its competition 
for TOFC ("trailer on flat car") traffic, railroads, including 
ARRC, may adjust rates qu ic kl y  to changing market conditions, 
contract directly with  shippe rs  for the movement of their 
freight, and offer special services and accomodations to 
customers on a on e- to -o n e basis. Special care is taken to 
ensure that contract rate agreement information is not 
disclosed to com petitors. The overriding thrust of the 
Staggers Act is to protect the c o nf id entiali ty  of contract 
provisions and to ensure to the purchasers of transport ation 
services and to railroacs a degree of c on fidenti al it y similar 
to that of other busines se s throughout the country.

HB 47 threatens to largely eliminate legislative 
directions that all bus iness op po rt unities available to other 
railroads be afforded to ARRC ar.d that the corporation be 
operated "according to sound business management practices" on 
a self-sustaining basis. To be successful, ARRC must continue 
to offer c o m p e t it i ve l y- p ri ce d  services in the marketplace. HB 
47's demand that the railr oa d's shipper and carrier agreements 
be open for inspection by its competitors may also be an 
indication that ARRC has made its mark as a serious competi tor 
for freight in a di mini sh in g Alaska market.

HB 47 also e li minates  confidential Board discussi ons of 
the details related to proposed land acquisitions or 
disposals. The prospect of public discussion of the 
confidential terms of proposed real estate transactions wou ld 
have a signific ant c hilli ng  effect on ARRC market 
opportunities. The bill ignores the reality that most 
businessmen and w o me n  do not announce land acquisitions or
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development plans until all options have been quietly- 
researched, examined, and discussed. IE ARRC should ever 
compete with other industrial landowners for this h ig h ly  
competitive trade, it mu s t have the flexibility to honor 
requests that proposal in f or ma tion be protected. Public 
involvement at this e ar l y stage m ay  even go beyond wh a t is 
required of State agencies. The public interest is p r e s e n t l y  
and adequately prote cted by  the current law and Board rules 
that require all sales of land be acted upon and appr ov ed by 
the Board and legislature in public session.

C. Op erational R e s t r a i n t s . The legislature's 
vision that ARRC be self -s u st a in in g  will be severely impacted 
by HB 47's directive that passenger and freight service levels 
be maintained at 1985 levels. Also, present law already
requires a detailed o ve rs i gh t  report to be provided to the 
governor and legislature before ARRC may undertake a 
significant reduction in services. The report, and public 
Board action wh ic h proceeds it, ensures adequate pro te ct ion of 
the public's interest and provides ample opp or tunity for public 
involvement as a recent propose d sale of exhausted rail 
passenger equipment demonstrated.

Although some a d j us t me nt s  are natura ll y required by 
changing markets and devel op in g innovations, the co rporatio n' s 
commitment to existing levels of freight and passenger services 
is evident. In fact, ARRC has d r a ma t ic al l y improved pa ssenger 
services since transfer and is committed to the purchase of new 
passenger coaches and two newly refurbished self-p r op e ll e d 
railcars. Nonetheless, passenger service amounts to a $1.5
million drain on ARRC's fina-ncial resources (down from a $2 
million annual loss at transfer). However, to be e co no m i c a l l y  
viable, ARRC must have the a b i l it y  to adapt to swings in the
economic climate, pa r ti c u l a r l y  as freight markets change.

An examination of revenues from passenger servic e for 
the first 18 days of J a n u a r y  1S87 de monstrates the need for 
flexibility in manag in g service levels. Total es ti m at ed  
revenues were $12,504 w hi l e the estimated costs were $59,900, 
for a loss of $47,496. Such seasonal variations in market 
demand are expected and the cor po ration has not moved to 
eliminate these services.

Managerial f le xi bility to match the overall level of 
services to market demands is essential. HB 47 would el im inate 
that flexibility, to the marked disadvantage of ARRC's
financial self-suf fi c ie n cy  and to the probable a d va nt age of 
railroad competitors.

D. Land I s s u e s . The co rp oration is the owner of a 
substantial amount of land (over 22,000 acres in a dd ition to 
right-of-way) suitable for commercial leasing. L o n g - te rm



leases of that land are subjec t to the provisions of a Board 
policy w h ic h  was de ve loped only after significant public 
input. The Board's leasing policy is intended to accommod at e 
the continued v i a b i l i t y  of comp etitive railroad leasing and 
adequate public awarene ss  and involvement.

The additional req uir em en ts imposed by this bill w ould 
ad ve rsely affect the c orporat io n' s leasing program in ma n y  
respects. In ARRC's commercial setting, its ability to act 
de ci si v el y  is often ne c es s a r y  to capitalize on real estate 
market trends. HB 47's 60-day notice requirement would 
si gn if i ca n tl y de str oy ARRC's ma rketing efforts in a high ly 
competiti ve  ec on om y  and se ri o us l y impact any o pp or tunity to 
obtain the highest possible return on rail land.

The delay and intense public scrutiny suggested by this 
legislation would also disco ur age many potential lessees who 
are both eager to finalize a transaction and reluctant to 
pr em a t ur e ly  reveal their financial affairs in public. The 
present Board policy requires public Board action to approve 
leases of more than three years and advance public notice of 
lease approvals. These public Board meetings allow concerned 
citizen s ample o p p or t un i ty  to submit their comments. Proposed 
lease development of railroad Government Hill is a recent 
example of this process in action. It appears to provide an 
adequate balance between aggressive development of ARRC lease 
op po rt unities wit h public awareness and input. HB 47's 
attempts to s i g n i f i c a n t l y  complicate railroad leasing 
procedures promises to undermine the railroad's 
s el f - s u f f i c i e n c y  w i th o ut  m e a ni n gf u ll y  improving A R R C’s own 
recogniti on  and i m pl ementati on  of its public ac c ountabi li ty  
o b i i g a t i o n s .

The bill's re stricti on  of leases to 35 years in duration 
wi thout legislative approval would also undermine leasing 
opportunities. Most long-term ground lease terms start at 55 
years to allow h i g h - qu a li ty  improvements to be amortized over
the entire lease terra. ARRC's present policy was designed to 
ac commo da te  commercial lessees who envision substantial 
improvements to railroad property. Financial institutions will 
not loan money  to these lessees to build significant 
improvements unless a longer lease terra is assured. After 
co ns i de ra ble discu ss io ns involving ARRC representatives,
prospecti ve  and present lessees, and banks, ARCA's present 
restricti on  on long-term leases (they may be terminated if
needed for railroad pur poses after 35 years) has satisfied 
lending institutions. Lessees are on their way to improving 
lease parcels. Parenthetically, those improvements will also 
su b st a nt i al l y add to the State's equity as the owner of rail 
property.

An additional impact of HB 47 is a logistic one. The 
co rpora ti on  is pr esently lessor or permittor in some 1200
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agreements. On the average, r o u g h l y  two dozen such agreements 
are processed through the corpor at i on ' s real estate department 
a month. Some of these t ra n sacti on s involve minor amendments, 
but a co nsidera bl e number are substantial changes. Were the 
Board of Directors required to hold a public hearing before 
ev er y agreement is made, it w ou l d be forced to devote an 
inordinate amount of at t en ti on to commercial, m a rk e t-dicta te d 
decisions more a p p r o p r i a t e l y  left to the corporate officers 
hired to apply their experien ce  and skill in real estate 
leasing. ARCA's ho norariums may not begin to adequate ly  
compensate a largely vo lu nteer Board for such new management 
responsibilities. On the other hand, long-term leases may 
require Board scrutiny, and pr ovision has been made to present 
them, following public notice, to the Board for approval at its 
public meetings.

HB 47 also requires a detailed inventory of land and 
natural resources in ARRC's annual report to the legislature. 
This detailing of "present uses, future development plans, and 
known resource development potential for the land, interests in 
land, and natural resources" calls for extr ao rdinary research, 
development and planning efforts w hi ch  ARRC is presently not 
funded or staffed to provide. Of course, specific land use 
planning for large industrial areas must and is being developed 
to effe c ti ve l y respond to market needs, but the comprehensive 
land and natural resources planning called for here can only 
compel the commitment of dwindling personnel and financial 
resources to less vital activities.

HB 47 amends AS 42. 40.350(d) to expressly permit leases 
to m un i ci pa lities at less than fair market value. This change 
is also unnecessary; ARRC has co ns is te n tl y  interpreted an 
existing exc eption for State leases to include leases to 
political subdivisions.

Finally, the bill proposes that any sale of railroad 
natural resources be made by co mp eti tive bid. This is also an 
u n ne c es s ar y  and u n desir ab le  limitation. Similar to the 
marketing  of rail leases, ARRC needs the flexibility to 
establish the fair market value of any natural resources slated 
for sale by means in addition to co mpetitive bid. This is 
particul ar ly  true when market conditions are greatly 
fluctuating and values are best est ablished over time. The 
proposal also ignores the re al it y that sales of gravel and 
rock, for example, may not be co nd ucive to the artificial 
structuring of a com pe titive sale format because of time 
constraints, remote locations, and market conditions.

ARCA already calls for the "prudent operation of the 
railroad according to sound business ma nagement practices" and 
directs ARRC's Board and m a na g em en t  to "manage the corporation 
on a self -s us taining  basis." A limitation on the types of
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permitted sales o£ natural resou rc es  is at best a r ed un dancy 
which also calls for pruden t de ci s io n -m a ki ng  and, at the worst, 
a limitation w hi c h also th re atens the railroad's financial 
vitality.

IV. C o n c l u s i o n ,

The Alaska Railroad C o rp o ra t io n  opposes HB 47. The 
sweeping limitations it p roposes  upon railroad operations may 
not only undo the legis lature's original vision of a 
quasi-private, quasi-public railroad armed wi t h the flexibility 
it needs to survive in c o mp et i ti v e freight and real estate 
markets, but seriously threaten its economic survival.

For all these reasons, w e  r e s p ec tf u ll y  request that the 
bill's proposed amendments to the Alaska Railroad Corporation 
Act be rejected.

3654L
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When Moose and Train Meet:

by Jack C  Didrickson and Raymond J. Kramer

O n the last day of February 1985, Alaska Railroad Loco­

motive Number 3006N chugged its way out of the 

Anchorage railroad yards bound for Fairbanks. None 

of its crew realized that an unwanted record would be set before 

it arrived at its destination the next morning. Nineteen moose 

would die that trip, crushed by the locomotive, while the helpless 

crew watched, unable to save the victims. And, as the winter 

snows continued, more moose died on almost every run until 

the annual total for the entire length of the railroad came to 385.

Fortunately, not every year is a duplicate of the winter of 

1984-85. This past winter (1985-86), 17 moose were killed along 

the entire length of the Alaska Railroad.

What causes these mortalities, and what can be done to lessen 

or prevent them? These are questions of primary importance 

to not only game biologists and railroad employees, but also 

to the public, some of w h o m  see this as a shameful situation 

that could be easily remedied. Although many ideas have been 

proposed and tried, there is no one good solution.

Initially, both A D F & G  and the Alaska Railroad presumed

that the high mortality in some years occurred simply because 

the moose population periodically fluctuated, with most kills 

occurring when the population was high. W e  n o w  know this 

is not thecase. By correlating the Alaska Railroad’s daily records 

over the years with weather patterns which coincided with the 

chronology of high moose losses, we could see a pattern. In 

years of deep snow depth (three to five feet) for long periods 

of time, moose losses along the tracks drastically increased. 

Conversely, in winter periods of little snow, or when spring 

thaws decreased the snow depths, moosc-train incidents 

significantly declined.

A  majority of the 1984-85 mortalities occurred on the tracks 

between Willow and Talkeetna, in an area known as G a m e  

Management Unit ( G M U )  14B. This is an area with a large 

moose population, most of which remains in the high reaches 

of the Talkeetna Mountains throughout the summer and fall. 

In winter, as snow and winds increase in these highlands, a large 

number of the moose move down the mountain slopes to their 

critical winter food supply of willows along the Susitna River.

6 Alaska Fish & Came
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Unfortunately, both the railroad and the main highway from 
Anchorage to Fairbanks bisect their migration path.

When snows exceed three feet, the moose find these man- 
made “ trails”  a convenient place to walk or rest, and therein 
lies the cause o f  the mortality. Moose are somewhat reluctant 
to leave these cleared areas and they have not, fo r the most part, 
learned to fear trains o r autos. As a result, an additional 77 
animals were killed by highway vehicles during the 1985 season. 
Also, many become stressed by deep snow and the lack o f  near­
by browse. In residential areas along the highway, stressed 
moose belligerently chased dogs, children, and adults, with the 
result that another 40 were killed in defense o f  life and proper­
ty, bringing the total loss o f  moose in GM U14B to 502. Hunters, 
on the other hand, took only 216 animals in the following 20-day 
September season, before the deep snows set in.

Although a large percentage o f  mortalities fo r all 
years occurs between W illow and Hurricane, with a 
few other “ hot spots,”  mortalities are otherwise fair­
ly uniform ly distrubuted along the entire length o f 
the tracks; therefore, the problem is not merely a local 
one. A solution must be provided that works along 
the entire railroad corridor from Seward to Whittier 
to Fairbanks.

Meetings have been held between the A laska 
Railroad personnel and ADF&G game biologists to 
seek answers and actions, and members o f  the public 
have enthusiastically offered innovative ideas, but no 
single, concrete solution has been found.

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

Perhaps the most “ far-out" solution offered so far 
was that o f  a giant cushioned rubber bumper attach­
ed to the front o f  the locomotive. Here, laws o f  
physics and elasticity come to bear, causing visions 
o f a moose being hit at 40 mph, sinking into this giant 
cushion, and then being sprung out in front o f  the 
train again, only to be picked up and thrust again, 
endlessly bouncing down the tracks.

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

Slowing the train from 40 to 20 mph in “ hot spot" 
areas was another idea. Not only did scheduling dif-

In times o f heavy snow, moose make use o f  
the cleared areas on the tracks o f  the Alaska 
Railroad fo r walking and resting. Here, a 
train has stopped fo r a moose bedded down 
on the tracks during a snowstorm in the 
winter o f 1985.

M. Penn
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ficulties make this impossible, but the trains couldn’ t climb cer­
tain grades on the icy tracks i f  momentum was lost.

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

One o f  the m ajor problems in deep snow is that o f  the “ tun­
nel”  effect which trains create with their own snow plow on 
the front. In this situat on, once a moose is on the track, after 
struggling in deep snow, it won’t leave even with a train bear­
ing down on it. There is little room between the train and the 
wall o f  snow and the moose are often sideswiped. “ Wing plow­
ing,”  where special equipment plows 20 Fr’ t on cither side o f 
the tracks seems to have merit in certain a where topography 
permits, but this is not the complete answer. When the railroad 
bed is significantly higher than surrounding terrain, moose still 
prefer the track bed to jumping down into deep snow.

The best, but perhaps most complicated, scheme offered so 
far is to allow permit hunters to harvest moose along the railway 
corridor, at times when heavy snowfall occurs. Logistically, this 
would prove difficult. First, permits would have to be fairly 
allocated and there would be no guarantee in any particular 
year that a hunt would be held. The hunt would occur only 
in areas determined to be “ hot spots”  and then only within a 
narrow corrido r along the tracks. When snows are deep, 
snowmachines bog down and would prove worthless. Further­
more, hunters riding snowmachines, or even walking down the 
railroad right-of-way, simply would not be safe; eventually 
someone would be hit by a train.

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

Based on random permit drawing, there is a chance that some 
inexperienced hunters might be drawn who would have no idea 
o f  the severity o f  camping out in -40° weather. To leave them 
out in these conditions overnight could prove disastrous, par­
ticularly i f  a storm occurred. Inevitably, someone would get 
lost, frostbitten, o r hypothermia

For lack o f  a workable solution, the problem is far from 
resolved. We would all like to see a harvest shift from trains 
to hunters. In Canada, Sweden, Norway, and Russia, game 
managers are also seeking answers to this problem, but as yet 
no economically feasible solution has been found. Fencing both 
sides o f  the railway would not on ly be exorbitantly expensive, 
but would also cut the moose o f f  from their winter habitat. 
Overpasses or underpasses, with wing fences to funnel the 
animals onto these routes, have shown promise in Europe, but

Frank Box, boilermaker fo r the Alaska 
Railroad , welds one o f two lights that were 
attached to the locomotives to chase moose 
o f f  the tracks.

because o f  the great mileage involved would require literally 
millions o f  dollars to accomplish effectively in Alaska. Just such 
an underpass has been proposed outside Anchorage under the 
Glenn Highway; the results o f this experiment will tell us much 
over the next few years.

Can our railbelt moose populations sustain these losses? The 
answer is a cautious “ yes,”  with the adjustment o f  seasons and 
bag limits, but game managers would prefer to see a better use 
fo r the tons o f  meat that are spoiled by a train’s crushing impact.

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

Jack C  Didrickson, who has been with the department since 
1959, serves as Area Game Biologist with the Division o f  Game, 
ADF&G, Palmer.

Raymond J  Kramer serves as Game Biologist, Division o f  
Game, ADF&G, Anchorage.
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Alaska State Legislature 
House of Representatives

MEMORANDUM

TO: Rep. Dave Donley, Chairman DATE: January 23, 1987
House Labor and Commerce Committee

FROM: Rep. Kay BrpW^f RE: HB 47

HB 47, An Acrr£ lating to the Alaska Railroad Corporation, has been re fe rred  to 
the House Labor and Commerce Committee fo r consideration.

Thank you fo r scheduling a w ork  session on the bill at 4:30 p.m.. Wednesday, 
January 28.

The p rim ary  purpose of the b ill is to ensure that the railroad's publicly-owned 
lands and resources are managed in the best interest o f Alaskans.

HB 47 would lim it the railroad's complete discretion to dispose of public lands 
through long-term leases. While a sale which disposes o f the railroad's entire 
interest in land is subject to legislative approval, the railroad's chief executive 
officer, acting under delegated authority, can achieve a resu lt similar to absolute 
title transfer by issuing a long-term lease. From a public interest perspective, 
issuing a long-term lease should be subject to procedures that ensure an 
opportunity fo r  public participation before the decision is made.

The attached sectional analysis by George Utermohle. Legislative Counsel, 
describes the bill in more detail. 1 have also attached a memo by 
Utermohle discussing confidentia lity standards.

I look fo rw ard  to discussing HB 47  with your committee.

Attachments

cc: Rep. Ellis 
Rep. Boyer

1» (). Box 20-2661 
Anchorage, AK 99520-2661 

(907) 272-0207

During session:

P. (). Box V 
Juneau. AK 99811 
(907) 463-4998

■CO.
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U  M  J a n u a r y  22, 1987

S UBJECT:

TO:

FROM:

Sectio n by se c ti on  analysis of HB 47, An Act 
r elatin g to the A l a s k a  Railroa d C or po ration

R e p r es e nt a ti ve  K ay  Brown

George U t e r m o h l e ^ y  
L eg is l at i ve  C o u n s e l

The following is the s ec ti o n - b y - s e c t i o n  analysis of HB 47 
w h i c h  you  requested.

Se c ti o n 1 amends AS 42.40.100 by e xp an di ng the duties of the 
b o ar d  of the A l a s k a  Ra il r oa d  C o r p o r a t i o n  to include:

(1) m a i n t e n a n c e  of pa s s en g er  and freight op er at i on s of 
the r a i lr o ad  at the same level as w h e n  the r ailroad  was 
tr an s fe rr e d fr om  federal to state ow n ership or, if fu nd ing 
is available, ex p a ns i on  of p a s s e n g e r  and freight operations 
b e y o n d  the level of service at the time of transfer;

(2) ma na ge me n t of real p r o p e r t y  interests and n a t u r a l  
re sources own ed by the c o rp o r a t i o n  in the best interest of 
the peo pl e of the state; among che i n formati on  w h i c h  the 
b o a r d  must consider in ma k i n g  its det er m in a ti o n of wh a t is 
in the best interests of the p e o p l e  of the state are land 
use ordinances and plans of cities and boroughs a ff ec ted by 
r a i lr oa d  land m a na g e m e n t  decisions, adjace nt  land uses, the 
d evelop me nt  and revenue po t e nt i al  of the land, and public  
commen t on land m a na g em e nt  de ci si ons p r o po s ed  b y  the board.

(3) co n su lt at ion w i t h  the A l a s k a  De pa rtment  of Fish and 
Game on ways that the rai lr o ad  can reduce the ef fects of 
r a i l ro a d operations on wildlife.

S ec t i on  2 amends AS 42.40.120(b) to re quire the bo ar d of the 
A l a s k a  Railroad Cor po ration to del e ga t e a ut ho rity to the 
ex ec ut iv e officers of the r a i l r oa d  to grant leases, 
easements, permits, or other interests in rai l ro a d land for 
perio ds not ex ce eding one year. A  grant of a lease,



easement, permit, or other interest in land for a p e ri od  
exceediiig one year m u s t  be a p p ro ve d  b y  the b oa rd of the 
c o r p o r a t i o n  under Section 8 of the bill. Current law allows 
the ex ecutive  officers of the railroad, through de le g at e d 
authority, to enter into long term leases (up to 35 years 
u nd e r any conditions and ex ce ed in g 35 years if the lease is 
s ubject to te rm ination by  the railroad).

Se c ti o n 3 amends AS 42.40.120(c) to r e q u ir e  specific approval 
by the board of the A l a s k a  R a i l r o a d  C o rp o r a t i o n  befo re r a i l­
road services can be expand ed _o r r e d u c e d  in any w ay  and 
b ef or e  the corpo ra ti on can lease, g ra nt  easements or p e r­
mits, or allow use of r ai lr oa d land for a p eriod of time 
that exceeds one year.

Se ct i on  4 amends AS 42.40.170(b) to remo v e the au t ho r it y  of 
the bo ar d  of the A l a s k a  Rai l ro a d C o r p o r a t i o n  to discuss land 
d isposa l or acq ui si tion issues in e x e c u t iv e  session. The 
bo ard's authority to discuss m a t t er s  r e l a t e d  to divisions 
an d con tr ac t rate agreements in an e x ec u ti v e session is also 
repealed.

S e c ti on  5 amends AS 42.40.220(b) b y  limiting the items of 
i n fo r m a t i o n  wh ic h the Al as ka R ai l r o a d  Co rp o ra t io n m a y  w i t h­
hol d  f r o m  public disclosure to the f ol lo wi ng items:

(a) per sonnel records

(b) communications w i t h  and w o r k  pr od u ct  of legal counsel

(c) information consistent w i t h  the standards and p r a c­
tices of the U.S. Interstate Comm er ce  C o m mi ss i on  for the 
p r o t e c t i o n  of pr op ri e ta r y in f or ma ti on as so c i a t e d  w i t h  s p e­
cific shippers.

T h e  d i s c r e t i o n  o f  the c o r p o r a t i o n  to i d e n t i f y  a d d i t i o n a l  
s i m i l a r  types of i n f o r m a t i o n  f o r  n o n - d i s c l o s u r e  is r e m o v e d .  
C o n f i d e n t i a l i t y  is r e m o v e d  f r o m  i n f o r m a t i o n  a s s o c i a t e d  w i t h  
d i v i s i o n s  a n d  c o n t r a c t  r a t e  a g r e e m e n t s .

Se ct io n 6 amends AS 42.40.260 by r e q u i r i n g  that the annual 
report p re pa re d by the A laska R a i l r oa d  C or p or a ti o n and 
p r o v i d e d  to the g overnor  and l eg islature  include inf ormation  
on the land and na tu ra l  resources h e l d  by the corporation. 
P en di ng  proposals for the lease or di sp osal of land or n a t u­
ral resour ce s must also be di sc losed in the annual report.



Representative Brown
January 22, 1987
Page 3

Se ction 7 amends AS 42.40.285 b y  r e q u i r i n g  that any lease of 
land by the Alas k a Ra il r oa d  C o r p o r a t i o n  for a period e x c e e d­
ing 35 years be approved b y  the legislature. The former 
ex em pt ion is repealed.

Section 8 amends AS 42.40.350(c) by p e r m i t t i n g  the Ala sk a 
Ra il ro ad C or po ration  to lease,’ gr a n t ' e a s e m e n t s  in or permits 
for rail land for a term e xc e ed in g one yea r only if the 
board of  the corporat io n determi ne s that the transaction is 
in the best interests of the p e o pl e  of the state. Rail land 
is that land o wn ed  by the c o r p or a ti on  that is not included 
in the rail ro a d u t i l it y  cor ridor along the m a i n  or branch 
lines of  the railroad. At  least 60 days before taking final 
action on the transaction, the b o a r d  m u s t  pr ep ar e a w r it t en  
report on the pr o p os e d tra ns action and a de terminat io n that 
the tra ns action is in the best interests of the people of 
the state. The b oa rd  mu s t  hol d a pu blic hea ri ng  in a city 
or b o r o u g h  a ffecte d by a lease, easement, or permit issued 
for a te rm  ex ce eding one year.

Section 9 amends AS 42.40.350(d) by r eq u ir i ng  that any lease 
or other dis posal of land b y  the A l a s k a  Ra i lr oa d  C or po ration 
be at fair m a rk et  value as d e te r mi n ed  by ap praisal or by 
co mpetitive bid unless the lease or disposal is to the 
state, a city or a borough.

Section 10 adds n e w  language to AS 42.40.350 requiring that 
the disposal of natural resou rces fr o m the land of the Al as ka 
Railroad  Corporati on  be by competiti ve  b i d  unless the d i s­
posal is to the state or to a city or borough.

Section 11 adds n e w  language to AS 42 .4 0. 42 0 to a ll ow  the 
Ala sk a Rai l r oa d Cor po ration  to issue permits to individuals 
for temporary, short term, or e m e r g e n c y  use of railroad 
land.

Section 12 adds a new section, AS 42.40.460, req uiring the 
Alas ka  Rai lr o ad  Corporation to salvag e for human c onsum pt io n 
the meat of big game animals ki ll e d  by opera ti on s of the 
railroad.

G U :m k r  
m8/036



LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  J a n u a r y  21, 1987

AS 4 2 . 4 0 . 1 7 0 ( b ) (7) and AS 42.40.220(b); 
Inf or ma ti on of a type tr ea te d as confidential 
u nd e r the standards and pr actices  of the 
U ni t ed  States In te r st a te  C om me rce Commission

R ep re s en t at iv e  K a y  B ro wn

Georg e Utermohl^''/
L eg is l at i ve  Counsel

This m e m o r a n d u m  seeks to clarify the impact of certain l a n­
guage in AS 42.40.170(b)(7) and AS 42.40.220(b). Under the 
a ut h o r i t y  of these sections the A l a s k a  Ra il r oa d Co rp oration 
m a y  m a i n t a i n  the co nf id en t ia l it y of "i n fo rm a ti o n of a type 
treate d as co nf identia l under the st an dards and practices of 
the Un it e d  States Interstate Co mm erce Co mm is sion." It is 
di ff ic ult to determine wh a t info r ma t io n  is kept confidential 
by this provision, ho we ve r a r e v i e w  of the federal statutes 
and reg ul at ions p e rt a in i ng  to the Interst at e  Commerce C o m­
mis s i o n  does explai n wh at  in fo r ma t io n  is public.

Un der 49 CFR 1001.1 the following re co rd s of carriers r e g­
ulated by the Interstate Commerce C o m m i s s i o n  are available 
to the public:

(a) Copies of tariffs, rate schedules, quotations or 
tenders of a rate for tr a nsporta ti on  for the federal g o v e r n­
ment, classifications, powers of attorney, concurrences, and 
contracts filed wi th  the commission; h o w e ve r  arrangements 
be tw ee n carriers m a y  be w i t hh e ld  from pub lic disclosure if 
di scl os ur e is not ne c e ss ar y  in the public interest.

(b) Annu al  and other periodic reports containing
answers to quest ions asked by the commission; the annual
report mu st  contain an account of the affairs of the 
carrier, in as mu c h detail as the c o mm i ss i on  may  require.

(c) A nnua l and other per iodic reports, maps, profiles,
and other data filed w i t h  the co m mi s si on  for the purpose of

SUBJECT:

TO:

FROM:

i
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v a l ui ng  the p r o p er ty  of the carrier; the commi s si o n m a y  
close these record s to the public but m u s t  state its reasons 
for doing so. (49 U.S.C. 10783(d))

(d) All docket files, including pleadings, d e p o­
sitions, exhibits, transcripts, of testimony, re co m m e n d e d  and 
p r o p o s e d  reports, exceptions, briefs, reports and decisions 
of the co m mi s si on  in any proceeding, and ca rrier op er at ing 
authorities g r an t ed  in those proceedings.

(e) File and index of securi ty  interests in rai lr o ad  
p r o p er t y g r a nt ed  by  carriers and req ui r ed  to be recorded 
w i t h  the commission.

Freight co m modit y shipment reports of ra ilroads are also 
public. How ev e r reports involving the traffic of less chan 
three shippers in a single co mm od ity re p o rt i ng  class are not 
public. in f or m a t i o n  involving the traffic of less than 
three shippers must be included in s u pp l em e nt a l reports 
w h i c h  are c o nf iden ti al  unless the co m mi s s i o n  approves their 
release. (49 CFR 1248.6)

A c c o r d i n g  to the p ro ce du res or i_he Inter st ate Commerce C o m­
mis s i o n  listed above, most of the infor m a ti on  c ol l ec te d by 
the c o m mi s si on  is public. Aside  from the specific e x e m p­
tions for freight com mo dity shipment reports involving less 
than three shippers in a single c o mm o d i t y  re p o rt i ng  class 
and the d i s c r et i on a ry  exemptions for ar ra ngement s b e t we e n 
carriers un der 49 U.S.C. 10764(a)(2) and for v a l u a t i o n  
reports u n de r  49 U.S.C. 10783(d), it is not clear w h a t  other 
infor m at i on  c o ll e ct ed  b y  the Interstate Co mm er ce Comm is s i on  
m a y  be w i t h h e l d  fr om public disclosure. Overall, a c o n s i d­
erable amo un t of info rm at ion about the op er ations of the 
Al as ka  R a i l r o a d  is public i n format io n un der the standards 
and pr acti ce s of the Interstate C ommerce  Commission.

The true extent of the Alaska Ra il road's power to w i t h h o l d  
informati on  under its author it y to m i r r o r  disclosu re  d e c i­
sions of the Interstate Commerce Co m mi s s i o n  cannot be a s c e r­
tained in the abstract. Only on an issue by issue and case 
by case basis can the limits of the A l a s k a  Ra ilroad's power 
to w i t h h o l d  infor ma ti on be established. The ability  to deter 
mine in advance wha t information is public is c o m p l i c a t e d  bv 
the d i sc re t i o n a r y  au th ority of the In terstate Comm er ce  C o m­
miss ion to ma ke  certain inf ormation c o nf id e nt i al  in one 
instance but to ma ke  it public in another instance. However, 
if the n e e d  should arise for information that the A laska
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R a i l r o a d  lawfully wi th h ol ds  under the a u th or i ty  of 
AS 4 2 . A O . 1 7 0 ( b ) (7) and AS 42.40.220(b), the legislature 
always has the au t ho r it y  to force dis cl o su re  by re pe al in g 
these provisions.

C o n f i d e n t i a l i t y  of inf ormation co l le ct e d by the Interstate 
C om me rce C o mm is s io n  is m a i n t a i n e d  to pr ot ect the propr ie ta ry 
and f in anci al  interests of carriers r e g u l a t e d  by the c o m m i s­
sion and of third parties such as cu st omers of the carriers. 
The A l a s k a  Ra i lr o ad  Corporation, or the State of A l a s k a  as 
owner of the corporation, may w a i v e  its right to c o n f i d e n­
tiality in pr oceedin gs  before the c om m is s i o n  and thus allow 
ot he rw ise sensitive information to be mad e public. The 
p r i ma ry  issue that the c o rpora ti on  or state w o u l d  wan t to 
c o ns id er once it decides that it no longer wants to keep 
c er ta in  inform at i on  confidential, is w h e t h e r  the interest of 
third partie s w i ll  be adverse ly  a ffec te d by disclosure of 
the i n fo r m a t i o n  and if so, should the in fo rmation still be 
ma de  public.

If I can provide  further in f or ma tion on this subject, please 
co ntact me.

GU: mk r 
m 8 / 034
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M E M O R A N D U M  February 9, 1987

SUBJECT:

TO:

FROM:

Comments on HB 47 by General Counsel to 
the Alas ka Railroad Corporation

Representative Kay Brown

George Utermohle,^/^
Legislative Counsel

At the request of Peg Me nte le of your staff, I have reviewed 
the letter and comments by Larry D. Wood to Representative 
Dave Donley, dated January 28, 1987, regarding HB 47. For 
the most part, Mr. W oo d  comments on issues related to the 
operation, autonomy, and competitive position of the Ala ska 
Rai lroad Corporation. These issues are policy oriented m a t­
ters w it hi n  the p u r v i e w  of the legislature and are not legal 
i s s u e s .

Howeve r I did find two legal issues presented by Mr. Wood's 
letter that I could address. The first issue related to 
disclosure of confidential information of shippers and c o n­
signees by the railroad. 49 U.S.C. 11910(a)(1) authorizes a 
fine of not more than $1,000 upon an employee of a railroad 
who discloses "the nature, kind, quantity, destination, c o n­
signee o r V o u t i n g  of property" delivered to the railroad if 
the information could be used to injure the shipper or c o n­
signee or if the informat ion improperly releases information 
about the business transactions of the shipper or consignee. 
This prohibition against disclosure does not apply to s i t­
uations where (1) the shipper or consignee consents to the 
disclosure; (2) the information is given to an employee of 
the state; or (3) the shipment of goods is wi th in  a state 
and not subject to the jurisdiction of the Interstate C o m­
merce Commission. The federal law does not prohibit the 
release of the rate charged for shipping the goods, ho wev er 
releas e of just the amount charged for shipping goods is 
us eless information without knowing the kind of goods 
shipped, the origin, and the destination of the goods. It 
is the information protected by 49 U.S.C. n Q l f U q W l )  th ?.t
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conveys inf ormation value to the pure rate data. The r e­
lease of just the rate data wo u ld  not provide useful i n f or­
mation.

The mos t significant exception to 49 U.S.C. 11910(a)(1) i n­
volves the release of prote ct ed  information with the consent 
of the shipper or consignee. The railroad could require 
that shippers and consignees consent to disclosure of c e r­
tain informat ion as a condition of doing business. Such an 
arrange ment wo ul d avoid the pr ohibition against disclosure, 
ho wever there may be competitive and business ramifications 
if the Alaska Railroad was to require disclosure of o t h e r­
wise confidential information.

To the extent that HB 47 does require release of information 
on divisions and contract rates protected under 49 U.S.C. 
11910(a)(1) there does appear to be a conflict with federal 
law. As a general rule, federal law will prevail over c o n­
tradictory provisions of state law. The disclosure r e q u i r e­
ments of HB 47 relating to release of division and contract 
rate information could be tailored to comply with federal 
law but the va lue of the information available may well be 
useless to the public or even to a competitor.

The second issue raised by Mr. Wood's letter relates to the 
lease of railr oa d land to municipali ti es  at less than fair 
market value. In regard to AS 42.40.350(d), Mr. Wood says 
that "ARRC has con sistently interpreted an existing e x c e p­
tion for State leases to include political subdivisions."
AS 42.40.350(d) states:

(d) A  lease or disposal of land approved by the l e gi s­
lature under  AS 42.40.285 by the corporation to a party 
other than the state shall be made at fair market value 
as determined by a qu alified app raiser or by c o m p e t i­
tive bid.

Since the term "state" as used in AS 42.40 is not defined, 
the definition of the term in AS 01.10.060(13) applies. In 
that section "state" means "the State of Alaska unless 
appli ed to the different parts of the United States and in 
the latter case it includes the District of Columbia and the 
territories." This definition refers only to the State of 
Alaska and does not include any reference"to municipalities. 
Though municipali ties, as political subdivisions of the 
state, draw their existence from the state, mun icipalities 
and the state are distinct legal, political, and corporate
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entities. It could be argued that the term "State of Alaska" 
implici tly includes political subdivisions of the state, but 
there is not a strong case for that interpretation in my 
view.

Thus an ambiguity exists as to the meaning of AS 42.A O . 3 5 0 ( d ) . 
HB 42 resolves this ambiguity by expressly including m u n i c­
ipalities within the coverage of the exception to fair market 
value disposals of railroad lands and resources.

GU:csh 
C7/051
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FIS CAL INFORMATION*

House Bill No. 47 
Publi sh date: 1/19/87

Title: An Act relating to the Al as ka Railroad Corporation
Sponsors: Brown, Ellis and Boyer

ALASKA RAILROAD CORPORATION 1987 LEGISLATIVE SESSION

HB 47 proposes numerous and su bstantial changes to the Alaska
Railo ad Corporation Act ("ARCA”)., The issues fall into four
categories, co nf i denti al it y of railroad m a rk et ing and business 
data, passenger and freight service operational restraints,
leasing procedures, and wi l d li fe  losses.

A position paper submitted by the Alaska Railroad Corporation
("ARRC") has explained that the issues and concerns implied by 
the bill's provisions have been ade qu a te ly  accomodated or 
pro tected  by existing laws and/or ARRC Board rules and
m an a ge me n t practices. In addition, m a n y  of HB 47's abrupt and 
sig nifica nt  changes threaten to de st ro y those dynamic 
c ha r ac te ri stics which give ARRC the fl exib il it y it needs to 
survive ec onomical ly  in today's decli ni ng  freight markets. If 
this occurs, the legislature's earlier vis ion of a financially
and o p e r a t io n al l y independent railroad will in large part be 
u n d o n e .

We anticipate that, as a result of this legislation, revenues 
will be lost and expenses will be increased. ARRC will be 
unab le to sustain its operations wit h o ut  State subsidies. 
Given the fact that ARRC projects a ve ry  modest profit in 1987, 
s u b s id y  requests should be expected to cl os e l y mirror the added 
costs and losses attributed to legislative changes. These 
figures are listed below.

Al th o ug h  it is ex tr em el y difficult to accu ra t el y  estimate just
wh at  figures should be expected, the following su mmary provides 
a r ea sonabl e projec tion of antic ip at ed annual expenses/losses.

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

As a result of innovations in e q uipment  and scheduling, ARRC 
has been able to signi fi c a nt l y reduce its passenger service 
losses w hi ch existed at transfer, some $2.2 million annually. 
HB 47 would require ARRC to m a i n t a i n  the "level of 
p a s s e n g e r ... service provided at the time of transfer." If this 
mea ns that ARRC would be required to add back to its passenger 
s ervice the cost of a full service train to northbound winter 
servic e and replace its self -p r o pe l le d  rail diesel cars, an 
addit ional $512.000 loss should be anticipated. Should ARRC 
lose its financial s el f -s u f f i c i e n c y  as a result of this 
re quirement and others, entire St ate su bs id y of passenger 
servic e would be required. Without me an i ng f ul  innovations, the 
loss could be as high as $1.5 mill i on  annually.

A dditional Real Estate Ad mi ni st r at i ve  Costs and Revenue Losses

The additional procedural requi re me nts related to land leases 
and renewals are expected to require an additional $50,000 in 
adm inistrat iv e costs. Estimating a growth rate of 25% in real 
estate revenues and a 50% red uc tion in lease revenues due to 
sign ificant procedural requirements and time delays not common 
to commericial enterprises, ARRC pro jects an annual $250,000 
loss of real estate business.

C on f id en ti ality of Railroad Ma rk eting and Business  Data

HB 47 proposes that, unlike other modes of transportation 
including truck and water barge, its confidential marketing 
data and prop rietary business i nf or mation  be available for 
public, and competitor, inspection. Beyond the policy and 
legal issues raised by this suggestion, ARRC expects to lose a 
sig nificant portion of its freight revenues should this 
proposal be implemented. These losses are di r ec tl y  attributed 
to res trictions in railroad m a r k et i ng  mechanisms and 
op portunities whi ch  would be caused by HB 47. General freight 
revenu e losses are estimated at $4.6 m i l l i o n  annually.

Total Annual Fiscal Impact

Pa ssenger Service Losses $1,500,00 0
Real Estate 300,000
General Freight Revenues 4. 60 0.000

Total $6,400,0 00
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F ebruar y 6, 1987

Re pr es en tative  Dave Donley, Chair 
House Labor and Comm erce Committee 
Pouch V
Juneau, Alaska 99811

R e : HB 47, Labor and Commerce Committee Questions to ARRC

Dear R ep r es e nt a ti ve  Donley,

Thank you for your J a n u a r y  29, 1987, letter. I do hope that
the Alaska Railroad Co rporati on 's  position paper has been of 
some ass is t an ce  to you and the Labor and Commerce C o mm it tee as 
HB 47 is considered.

We have answere d the qu es tions you sent wit h your letter. The 
answers and exhibits are attached. In a separate documen t we 
also provide some estimat es  of the bill's fiscal impact on the 
ARRC and the State of Alaska.

With the time availa bl e to us, some answers may not be as 
co mplete as we w o ul d  have preferred. If additio nal qu es ti o ns  
arise, please feel free to call me at 265-2461.

Finally, we  wo ul d s i mp ly  reiterate that HB 47 is not remedial 
legislation. We be lieve that the concerns and issues implied 
by its provi s io n s have been adequ at el y addressed in the Al as ka 
Railroad C o r po r at io n  Act, other state or federal laws, Board 
rules and c o m pa ny  policies, and manag em e nt  practic es. 
Ironically, the legisl at io n does threaten to largely undo the 
legislat ure's earlier vi si on  of a self-sustaining, but p u b l i c l y  
accountable, railroad.

Sinoei/ely yours.

General Counsel

cc: F.G. Turpin, Pre sident $ CEO

Atta ched

3722L
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FISCAL INFORMATION'

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

Title: An Act relating to the Alaska Railroad Co rp oratio n
Sponsors: Brown, Ellis and Boyer

ALASKA RAILROAD CORPORATION 1987 LEGISLATIVE SESSION

HB 47 proposes num er ou s and substantial changes to the Ala ska 
Raiload C o r po r at i on  Act ("ARCA"). The issues fall into four 
categories, c o n f i d e n t i a l i t y  of railroad marke ting and busines s 
data, passenger and freight service operational restraints, 
leasing procedures, and w i l d l i f e  losses.

A position paper submit te d by the Alaska Railroad C or p o r a t i o n  
("ARRC") has e xp l ai ne d that the issues and concerns implied by 
the bill's p ro vi s io n s have been adequa te ly  acco mo da ted or 
protected by existin g laws and/or ARRC Board rules and 
ma na g em e nt  practices. In addition, m a n y  of HB 47's abrupt  and 
sig ni fi ca nt changes thr ea te n to destroy  those dy na mi c 
ch ar ac t er i st i cs  w h i c h  give ARRC the fl exibility it needs to 
su rvive e c o n o m i c a l l y  in today's declining freight markets. If 
this occurs, the legislat ur e' s earlier visi on of a f i n a n c i a l l y  
and op e ra t i o n a l l y  in de pendent railroad will in large part be 
undone.

We anticipate that, as a result of this legislation, reven ues 
will be lost and expe ns es will be increased. ARRC wi l l be 
unabl e to sust a in  its opera ti on s wit h ou t State subs idies.' 
Give n the fact that AR R C projects a very modest profit in 1987, 
s u b s id y  request s shou ld be exp ected to closel y mir ror the added 
costs and losses attrib ut e d to legislative changes. T he s e 
figures are listed below.

Al th o ug h it is e x t r e m e l y  difficul t to accura te l y e s t im at e  just 
w h a t  figures sh ou ld  be expected, the following su mm ar y pro vi d es  
a r ea so nable p ro j ec t i o n  of an ti c ip at e d annual expens es /l osses.

Should the e c o n o m y  c on t i n u e  its present decline, th'jse fi gures 
should be e xpec te d to increase, perhaps by as mu c h as 10% per 
year.
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P a s s e n g e r  S e r v i c e  L os s e s

As a r es u l t  of i n n o v a t i o n s  in e q u i p m e n t  and s c h e d u l i n g ,  A R R C  
has b e e n  a b l e  to s i g n i f i c a n t l y  re du c e  its p a s s e n g e r  s e r v i c e  
los se s w h i c h  e x i s t e d  at t ra ns fe r,  some $2 .2  m i l l i o n  a n n u a l l y .  
HB 47 w o u l d  r e q u i r e  A R R C  to m a i n t a i n  the " l e v e l  of 
p a s s e n g e r . . . s e r v i c e  p r o v i d e d  at the tim e of t r a n s f e r . "  If this 
m e a n s  that  A R R C  w o u l d  be r e q u i r e d  to add b a c k  to its p a s s e n g e r  
s e r v i c e  the c o s t  of a full s e r v i c e  tr ain  to n o r t h b o u n d  w i n t e r  
s e r v i c e  and r e p l a c e  its s e l f - p r o p e l l e d  rail d ie s e l  c ar s, an
a d d i t i o n a l  $ 5 1 2 , 0 0 0  loss s ho u l d  be a n t i c i p a t e d .  S h o u l d  A R R C  
lose its f i n a n c i a l  s e l f - s u f f i c i e n c y  as a r e s u l t  of this 
r e q u i r e m e n t  and o t he rs ,  e n t i r e  S t a t e  s u b s i d y  of p a s s e n g e r
s e r v i c e  w o u l d  be r eq u i r e d .  W i t h o u t  m e a n i n g f u l  i n n o v a t i o n s ,  the 
loss c o u l d  be as h i g h  as $1.5 m i l l i o n  a nn ua ll y .

A d d i t i o n a l  Real E s t a t e  A d m i n i s t r a t i v e  C os ts  and R e v e n u e  L o s s e s

T h e  a d d i t i o n a l  p r o c e d u r a l  r e q u i r e m e n t s  r e l a t e d  to la nd  le ase s 
and r e n e w a l s  a r e  e x p e c t e d  to r e q u i r e  an a d d i t i o n a l  $ 5 0 . 0 0 0  in 
a d m i n i s t r a t i v e  co s ts . E s t i m a t i n g  a g r o w t h  r a t e  of 2 5%  in real 

&  e s t a t e  r e v e n u e s  and a 50%  r e d u c t i o n  in le ase  r e v e n u e s  due  to
s i g n i f i c a n t  p r o c e d u r a l  r e q u i r e m e n t s  and time  d e l a y s  n o t  c o m m o n  
to c o m m e r i c i a l  e n t e r p r i s e s ,  A R R C  p r o j e c t s  an a n n u a l  $ 2 5 0 , 0 0 0  
loss of real e s t a t e  bu si n e s s .

C o n f i d e n t i a l i t y  of R a i l r o a d  M a r k e t i n g  and  B u s i n e s s  D a t a

HB 47 p r o p o s e s  that, u n l i k e  o t h e r  m o d e s  of t r a n s p o r t a t i o n  
i n c l u d i n g  t r u c k  and w a t e r  barge, its c o n f i d e n t i a l  m a r k e t i n g
data  and p r o p r i e t a r y  b u s i n e s s  i n f o r m a t i o n  be a v a i l a b l e  for 
p ub lic , and c o m p e t i t o r ,  i n s p e c t i o n .  B e y o n d  the p o l i c y  an d 
legal i s s u e s  r a i s e d  b y  this  s u g g e s t i o n ,  A R R C  e x p e c t s  to lose a 
s i g n i f i c a n t  p o r t i o n  . of its f r e i g h t  r e v e n u e s  s h o u l d  th i s
p r o p o s a l  be i m p l e m e n t e d .  T h e s e  lo ss es  are  d i r e c t l y  a t t r i b u t e d  
to r e s t r i c t i o n s  in r a i l r o a d  m a r k e t i n g  m e c h a n i s m s  a n d  
o p p o r t u n i t i e s  w h i c h  w o u l d  be c a u s e d  b y  HB 47. G e n e r a l  f r e i g h t  
r e v e n u e  lo s s e s  a r e  e s t i m a t e d  at  $4.6  m i l l i o n  a n n u a l l y .

T o t a l  A n n u a l  F i s c a l  Im pa ct

P a s s e n g e r  S e r v i c e  L o s s e s  $ 1 , 5 0 0 , 0 0 0
Rea l E s t a t e  3 0 0 , 0 0 0
G e n e r a l  F r e i g h t  R e v e n u e s  4 . 6 0 0 . 0 0 0

T o ta l $ 6 , 4 0 0 , 0 0 0



1. H o w  m u c h  land w a s  t r a n s f e r r e d  to the A R R C  f r o m  the  
fede ral  g o v e r n m e n t ?

R e s p o n s e : A p p r o x i m a t e l y  40, 60 0 a c re s w e r e  t r a n s f e r r e d  to
the s t a t e - o w n e d  A l a s k a  R a i l r o a d  C o r p o r a t i o n  ( " A R R C M ) b y  the 
f e de ra l g o v e r n m e n t  on J a n u a r y  5, 1985. T r a n s f e r  d o c u m e n t s  
i n c l u d e d  i n t e r i m  c o n v e y a n c e s ,  quit  c l a i m  deeds, e x c l u s i v e  us e  
e a s e m e n t  dee ds , p a t e n t s  and e x c l u s i v e  licenses, e a c h  r e f l e c t i n g  
v a r y i n g  q u a l i t y  of o w n e r s h i p  in terest. As c o m p e t i n g  c l a i m s  to 
the p a r c e l s  of land i n v o l v e d  are a d j u d i c a t e d  by the f e d e r a l  
B u r e a u  of Land M a n a g e m e n t  and sur ve y ed , the ti tle  d o c u m e n t s  
wi l l be r e i s s u e d  and a c r e a g e s  m a y  change.

2. W h a t  p e r c e n t a g e  or w h a t  a p p r o x i m a t e  n u m b e r  of a c r e s  is 
r a i l r o a d  u t i l i t y  c o r r i d o r s ?

R e s p o n s e : R a i l r o a d  u t i l i t y  c o r r i d o r s  c o m p r i s e
a p p r o x i m a t e l y  3 4 %  of the A R R C ' s  total acreag e, or 1 3 , 8 0 0  acr es.

3. W h a t  p e r c e n t a g e  or w h a t  a p p r o x i m a t e  n u m b e r  of a c r e s  is 
rail land?

R e s p o n s e : Rail land ( n o n - r i g h t - o f - w a y )  c o n s t i t u t e s  66%  of
the total real p r o p e r t y  of the c o r p o r a t i o n ,  or 2 6, 8 0 0  ac res .

4. W h a t  is the a p p r o x i m a t e  n um b e r  of a c r e s  of r a i l  land 
w h i c h  is n e c e s s a r y  for the o p e r a t i o n  of the r a i l r o a d ?  F o r  
ex am ple , for r a i l r o a d  t er m i n a l s ,  yards, and o f f ic es .

R e s p o n s e : T h i s  f i g u r e  c a n n o t  be a c c u r a t e l y  e s t i m a t e d  at 
this time. As n o t e d  below, all rail lands ar e n e e d e d  for 
s u p p o r t  of r a i l r o a d  o p e r a t i o n s .  L eas e and p e r m i t  r e v e n u e s  are 
r e s p o n s i b l e  for a s i g n i f i c a n t  p o r t i o n  of A R R C  inc om e.  Like^_ 
o t h e r  A m e r i c a n  r a i l r o a d s ,  A R R C  d e p e n d s  upon i t s  land r e s o u r c e s ^  
to s u s t a i n  its e c o n o m i c  v i a b i l i t y .  See r e s p o n s e s  to Q u e s t i o n s  
No,u 6 and No. 17 below.

5. Fo r e a c h  of the f o l l o w i n g  local g o v e r n m e n t  e n t i t i e s ,  
s t a t e  the  a p p r o x i m a t e  n u m b e r  of acres of land l o c a t e d  w i t h i n  
e a c h  en t i t y ,  g i v e  a g e n e r a l  d e s c r i p t i o n  of the land a n d  m a j o r  
i m p r o v e m e n t s  a n d  g i v e  the e s t i m a t e d  fair m a r k e t  v a l u e  of the 
land:

—  A n c h o r a g e
—  S e w a r d
—  Fairbanks
—  Whittier
—  P a l m e r
—  Wasilla
—  Other municipalities



Response: The following figures are exclusive of the
200-foot right-of-way which runs throughout each governmental 
entity’s jurisdiction. Fair market value figures are derived 
from the Jackson-Cross appraisal performed prior to transfer.

A n ch o r a g e :  A p p r o x i m a t e l y  660 ac res  in the A n c h o r a g e
T e r m i n a l  Re se rve , of w h i c h  s o m e  300 acres* ar e us ed  for t e r m i n a l  
op e r a t i o n s .  A p p r o x i m a t e l y  95 % of this d i s t r i c t  is z o n e d  1-2 
and in ten ded  p r i m a r i l y  for h e a v y  m a n u f a c t u r i n g ,  s t o r ag e,  m a j o r  
s h i p p i n g  t e r m i n a l s  and o t h e r  r e l a t e d  uses. Uses w h i c h  are 
g e n e r a l l y  p e r m i t t e d  in c o m m e r c i a l  d i s t r i c t s  are al so  f ou nd  
here. A p p r o x i m a t e l y  50 % of the p r o p e r t y  is leased to t h ir d 
parties, w h o s e  i m p r o v e m e n t s  i nc l u d e  w a r e h o u s e s ,  t a n k  farms, 
Q u o n s e t  hu ts  and s t o r a g e  yards. An a d d i t i o n a l  900 a c r e s  is 
located at P o r t a g e  and u s e d  in part for the r a i l r o a d’s l o a d i n g  
f a c i l i t y  and p a r k i n g  a s s o c i a t e d  w i t h  the W h i t t i e r  S h u t t l e .  
Fair m a r k e t  v a l u e  e s t i m a t e d  at $39 mi lli on .

Seward: A p p r o x i m a t e l y  300 acres, of w h i c h  50 a c r e s  are
used for r a i l r o a d  o p e r a t i o n s  ( i.e. T O F C  yard, r a i l r o a d  doc k) . 
Th e r e m a i n d e r  is u n i m p r o v e d  and s u b m e r g e d  lands in R e s u r r e c t i o n  
Bay. Fair m a r k e t  v a l u e  e s t i m a t e d  at $1.4 m i l li on .

F a i rb an ks :  A p p r o x i m a t e l y  461 acres, of w h i c h  s o m e  270
acres are u t i l i z e d  for a T O F C  yard, shops, and o t he r  r a i l r o a d  
fa c il it ie s.  A p p r o x i m a t e l y  o n e - h a l f  of the r e m a i n i n g  land is 
leased, for us es  and w i t h  i m p r o v e m e n t s  s i m i l a r  to t h o s e  f o u n d  
in A n c h o r a g e ,  i.e. w a r e h o u s e ,  ta n k farms, Q u o n s e t  huts, s t o r a g e  
yards. F a i r  m a r k e t  v a l u e  e s t i m a t e d  at $6.1 m i l l i o n .

W h it t i e r :  A p p r o x i m a t e l y  272 acres, of w h i c h  a p p r o x i m a t e l y
150 are used  for r a i l r o a d  o p e r a t i o n s .  M a j o r  i m p r o v e m e n t s  
in c lud e r a i l r o a d  docks, b a r g e  slips, B er ry  te rmi na l, s h u t t l e
ramp, s mal l boat h ar bo r,  and  s e ve ra l c o m m e r c i a l  b u i l d i n g s  
leased to t hi rd par t ie s.  F a i r  m a r k e t  v a l u e  e s t i m a t e d  at $.9 
mil l io n.

Palmer: R i g h t - o f - w a y  only.

Wa s il la : R i g h t - o f - w a y  only.

Nenana: Approximately 270 acres, most of which is leased
to the City of Nenana for commercial purposes. Fair market 
value estimated cannot readily be broken out of the ’’other” 
category in the Jackso.i-Cross appraisal.

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

6. State the fair • m a r k e t  value **• of (1). .all land as 
described above and of (2) all rail land which is not necessary 
to the operation of the railroad.



R e s p o n s e : T h e  fair m a r k e t  of  the  lands di sc u s s e d  in the
r e s p o n s e s  a b ov e w a s  o b t a i n e d  f r o m  the  J a c k s o n - C r o s s  a p p r a i s a l  
that w a s  used as a b a s i s  for e v a l u a t i o n  prior to t ra ns fe r.  
B e c a u s e  of the o v e r a l l  d e c l i n i n g  e c o n o m y  st at ew id e,  A R R C  
b e l i e v e s  that this fair m a r k e t  v a l u e  (in the n e i g h b o r h o o d  of 
$51 m i l l i o n  for the total real  p r o p e r t y  n o w  owned by  A RR C) has 
p r o b a b l y  dec re as ed .

In light of the fact  that r e v e n u e s  de r i v e d  f r o m  
n o n - o p e r a t i o n a l  le ase s and o t h e r  u s e s  of real es t at e  b y third 
p a r t i e s  r e p r e s e n t e d  9 . 6 %  of the A R R C ' s  total re ve nu e in 1986, 
A R R C  b el ie v e s  that all rail land is n e c e s s a r y  for the o p e r a t i o n  
of a f i n a n c i a l l y  s ou nd  r a il r o a d .

7. If the A R R C  is u n a b l e  to p r o v i d e  the fair m a r k e t  v a l u e  
as r eq u e s t e d  in the p r e c e d i n g  q u e s t i o n s ,  give  the r a i l r o a d ' s  
m o s t  a c c u r a t e  e s t i m a t e  of the fair m a r k e t  value, d e s c r i b e  the 
b a s i s  of the es ti ma t e,  and d e s c r i b e  w h a t  steps have be en  taken, 
if any, to d e t e r m i n e  the a c t u a l  fair m a r k e t  value.

R e s p o n s e : S i n c e  tr an s f e r ,  the A R R C  has not c o m m i s s i o n e d  a
full fair m a r k e t  v a l u e  a p p r a i s a l  of its prope rti es . In d i v i d u a l  
a p p r a i s a l s  are be ing  do ne  in a c c o r d a n c e  w i t h  the r e q u i r e m e n t s  
of some lease a g r e e m e n t s .  T h e s e  re ce n t a p p r a i s a l s  on
in d i v i d u a l  p a r c e l s  of l ea s e d  land s h o w  a d e c l i n e  in v a l u e  ov er  
the past two years.

8. D e s c r i b e  eac h lease a f f e c t i n g  rail land, s p e c i f i c a l l y
i n c l u d i n g  a g e ne ra l d e s c r i p t i o n  of the land involved, the t e r m  
of the lease, and the l eas e rate.

R e s p o n s e : The  A R R C  is p r e s e n t l y  the lessor in
a p p r o x i m a t e l y  300 leases an d p e r m i t t o r  or gran tor  in s o m e  700
o t h e r  permits, road c r o s s i n g  a g r e e m e n t s ,  e as e m e n t s  or o th er  
land use a g r e e m e n t s .  A R R C  w i L l  be h a p p y  to p r o v i d e  the
C o m m i t t e e  w i t h  a c o m p u t e r i z e d  l i s t i n g  s u m m a r i z i n g  th e 1000  
to ta l a g r e e m e n t s  if it d e s i r e s ,  but for c o n v e n i e n c e  f u r n i s h e s  
the f ol lo w i n g  g en er al  i n f o r m a t i o n .

Revenues in 1986 from ground leases was approximately $5.5 
million. Generally speaking the railroad lands are located in 
industrial zoned districts where the intended use is primarily 
for heavy manufacturing, storage, major shipping terminals and 
other related uses. The term .-of these ground leases ranges 
anywhere from 10 to 55 years.-*The average lease rate among the 
300 tenants would fall between 8.5 - and 9.5% per year. The 
annual rate being set in n e w 4leases is 9.5%, as established in 
a study performed for ARRC (copy, attached).

t   •
9. Describe the- l e a s i n g * policy-: of the. railroad for rail: 

lands, including any factors^considered and procedures followed
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to d e t e r m i n e  w h e t h e r  the le ase  is for the b e n e f i t  of the p e o p l e  
of the  state, is in c o n f l i c t  w i t h  the land use pl an s of local 
g o v e r n m e n t s ,  is c o m p a t i b l e  w i t h  a d j a c e n t  land uses, or to
o t h e r w i s e  c o m m u n i c a t e  w i t h  local g o v e r n m e n t s  an d a d j a c e n t  land 

owne rs.

R e s p o n s e : The  a t t a c h e d  c o p y  of the A R R C ’s l o n g - t e r m  lease
p o l i c y  i n d i c a t e s  that the c o r p o r a t i o n  c o n s i d e r s  all the f a c t o r s  
listed in the C o m m i t t e e ' s  q u e s t i o n .  The p r o c e d u r e s  f o l l o w e d  
are al so  ad dr e s s e d .

It is the p o l i c y  of the A R R C  Real E s t a t e  D e p a r t m e n t  to 
a p p r o v e  of t h o s e  leases, s u b d i v i s i o n s ,  plats, and land uses 
that are c o n s i s t e n t  w i t h  local m u n i c i p a l  o r d i n a n c e s  and land 
use r e g u l a t i o n s .  For e x a m p le , for rail lands w i t h i n  the 
M u n i c i p a l i t y  of An ch o r a g e ,  T i t l e  21 of the M u n i c i p a l i t y ' s
o r d i n a n c e s ,  " L a n d  Use R e g u l a t i o n s " ,  w o u l d  be s t r i c t l y  a d h e r e d  
to w i t h  r e s p e c t  to le as in g and a p p r o v e d  a c t i v i t i e s  of lessees, 
just as an y  o t h e r  c o m m e r c i a l  e n t e r p r i s e .

10. W h a t  i n d i v i d u a l ( s )  is in c h a r g e  of i m p l e m e n t i n g  the 
p o l i c i e s  or p r o c e d u r e s  d e s c r i b e d  in the p r e c e d i n g  q u e s t i o n ?

R e s p o n s e : The  A R R C ' s  D i r e c t o r  of Real Estate, L a r r y  J.
Houle, is the i nd i v i d u a l  in c h a r g e  of i m p l e m e n t i n g  the p o l i c i e s  
or p r o c e d u r e s  d e s c r i b e d  in the p r e c e d i n g  q ue st io n.  His a c t i o n s  
are s u b j e c t  to the c h a i n  of a p p r o v a l  e x p r e s s e d  in the
c o r p o r a t i o n ' s  A p p r o v a l  A u t h o r i t y  G u i d e  (r el e v a n t  p a g e s  are 
a t t a c h e d ) .

11. Is the A RR C c u r r e n t l y  c o n s i d e r i n g  an y  le ase s in
a d d i t i o n  to t hos e i d e n t i f i e d  or th os e to w h i c h  A R R C  is 
c u r r e n t l y  a pa rt y?  If so, d es c r i b e .

R e s p o n s e : T h e r e  are p r e s e n t l y  five r e q u e s t s  b e f o r e  the
Real E s t a t e  D e p a r t m e n t  to le ase  A R R C  pr op er t y.  T h r e e  ‘*of t h e se  
r e q u e s t s  p e r t a i n  to land l o c a t e d  in the F a i r b a n k s  T e r m i n a l  
Re se rv e,  e a c h  pa rce l a p p r o x i m a t e l y  5 a cr e s in size. The  f o u r t h  
r e q u e s t  to le ase  has b e e n  m a d e  b y  the M u n i c i p a l i t y  of A n c h o r a g e  
for a t r a c t  r a n g i n g  f r o m  61.4  a c r e s  to as m u c h  as 120 a c r e s  in 
si z e lo c a t e d  s o u t h  of the m o u t h  of  S h i p  Creek. T h e  f if th  
r e l a t e s  to a c r e a g e  at the h e a d  o f P a s s a g e  C ana l in Wh it t i e r .

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

Response: . Presently, the only such activity being 
considered is the potential land trade with the-Municipality of 
Anchorage for the Government,.; Hillt;*bluff •= area. There , is a 
remote possibility that the Municipality of A n c h o r a g e •may also 
be interested in the 12 acres of land underlying the Panoramic 
View Apartments also located on Government Hill.
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13. Wh at  is the c u r r e n t  st at u s  o f  the p r e v i o u s l y  
c o n t e m p l a t e d  d e v e l o p m e n t  o f the bl uff  s u r r o u n d i n g  G o v e r n m e n t  
Hill, r e f e r r e d  to b y  the r e s i d e n t s  as the G o v e r n m e n t  H i l l  
G r e e n b e l t  or W e s t  B l u f f ?

R e s p o n s e : In a c c o r d a n c e  w i t h  the AR RC  B oa rd  of D i r e c t o r s’
wi s h e s  e x p r e s s e d  at its S e p t e m b e r  1986 m o n t h l y  m e e t i n g ,  t h e r e  
is no d e v e l o p m e n t  p r e s e n t l y  c o n t e m p l a t e d  as to the b l u f f  l an ds  
a d j ac en t to th e G o v e r n m e n t  H i l l  a r e a  of Anc ho ra g e.

14. D e s c r i b e  an y  n e g o t i a t i o n s  the A R R C  is c o n d u c t i n g  w i t h  
the M u n i c i p a l i t y  of A n c h o r a g e  r e g a r d i n g  the a b ov e d e s c r i b e d  
d e v e l o p m e n t  and a n y  p o t e n t i a l  r e s o l u t i o n s .

R e s p o n s e : T h e r e  are no o n - g o i n g  n e g o t i a t i o n s  b e t w e e n  the
M u n i c i p a l i t y  and ARRC, a l t h o u g h  bot h p ar ti es  have e x p r e s s e d  
in te res t in the c o n c e p t  of an e x c h a n g e  of lands w h i c h  w o u l d  
permit the M u n i c i p a l i t y  to a d m i n i s t e r  the site as a g r e e n b e l t  
or park.

15. Is the A R R C  c u r r e n t l y  n e g o t i a t i n g  or has the A R R C  b e e n  
r e qu es te d to n e g o t i a t e  w i t h  a n y  local g o v e r n m e n t s  r e g a r d i n g  
lease, t r a n sf er  of  in te r e s t ,  s a l e  or ot he r d i s p o s i t i o n  of rail 
land? If so, p l e a s e  d e s c r i b e  the local g o v e r n m e n t s  i n v o l v e d  
and is sues ra i s e d  in s u c h  n e g o t i a t i o n s  or requests.

R e s p o n s e : Th e  A R R C  has w o r k e d  w i t h  all of its h o s t  l o c al
g o v e r n m e n t s  in the p a s t  r e g a r d i n g  u s e s  of r a i l r o a d  land. F o r 
example, the C i t y  of W h i t t i e r  r e q u e s t e d  a lease for a c a m p e r  
park located on r a i l r o a d  land. A lease wa s  o f f e r e d  to the  C i t y  
but was  n e v e r  e x e c u t e d  b e c a u s e  fund ing  for the p r o j e c t  
ev ap or a te d.  A lease w a s  f i n a l i z e d  w i t h  the C i t y  of S e w a r d  for 
p r o p e r t y  u n d e r l y i n g  t h e  n e w  U.S. C o as t G u a rd  S h o r e  S u p p o r t  
Fa ci lity- At the  r e q u e s t  o f the  T r i - V a l l e y  c o m m u n i t y  l o c a t e d  
in the H ^ a l y  area, a l o n g - t e r m  lease for a c e m e t e r y  s i t e  w a s  
granted. 'The A R R C  is p r e s e n t l y  fi n a l i z i n g  a lease w i t h  the  
C i t y  of Pa l m e r  for e x p a n d e d  use of the old d e p o t  an d  
b e a u t i f i c a t i o n  of th e r i g h t - o f - w a y  t h r o u g h  town. N e g o t i a t i o n s  
are p r o c e e d i n g  w i t h  th e  C i t y  of N e n a n a  ov er  the i s s u e  of  
p e r i o d i c  fair  m a r k e t  r e n t a l  v a l u e  a d j u s t m e n t s  u n d e r  its 
e x i s t i n g  lease.

ARRC has also worked with local governments regarding 
historic sites. The City of Talkeetna and ARRC cooperated in 
the leasing of the German B a c helor’s Cabin, although the lease 
was executed by ARRC and the Talkeetna Historical Society. The 
ARRC also worked with the state Department of Natural Resources 
in leasing property currently occupied by the Potter Section 
House south of Anchorage. ,-
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Finally, the A R R C  ha s  w o r k e d  w i t h  the M u n i c i p a l i t y  of  
A n c h o r a g e  to a c h i e v e  th e d e v e l o p m e n t  and c o n s t r u c t i o n  of  a 
p o r t i o n  of the C o a s t a l  T r a i l  a lo ng  and w i t h i n  the r a i l r o a d  
r i g h t - o f - w a y  a d j a c e n t  to K n i k  A r m  in An ch or a ge . N e g o t i a t i o n s  
are st ill u n d e r w a y  r e g a r d i n g  so m e a s p e c t s  of this use. T h e
M u n i c i p a l i t y  of A n c h o r a g e  ha s a l s o  i n it i at ed  d i s c u s s i o n s  w i t h  
AR R C c o n c e r n i n g  its d e s i r e  to a s s u m e  a lease p r e s e n t l y  he ld  b y  
A n c h o r a g e  D r e d g e  an d Do ck. Th e M u n i c i p a l i t y  plans a S h i p  C r e e k  
L a n d i n g  d e v e l o p m e n t  at the site, and has pro po s ed  that A R R C
g ra nt it a n e w  lease for the pr ope rt y.

AR R C is i n v o l v e d  in n e g o t i a t i o n s  w i t h  s e ve ra l N a t i v e  

c o r p o r a t i o n s  r e g a r d i n g  land e n t i t l e m e n t s  under the A l a s k a  
N a t i v e  Cl aim s S e t t l e m e n t  Ac t and the Al a sk a Ra i lr oa d T r a n s f e r  
Act. S e t t l e m e n t  of o n e  of t h e se  m a t t e r s  was  r e c e n t l y  r e a c h e d  
w i t h  Eklutna, Inc.

16. D e s c r i b e  the p r o c e d u r e s  the AR RC  follows w h e n  a local 
g o v e r n m e n t  r e q u e s t s  c o m m u n i c a t i o n  w i t h  the ARRC  r e g a r d i n g  rail
land located w i t h i n  local g o v e r n m e n t  bo undaries.

R e s p o n s e : W h e n  a local g o v e r n m e n t  c o m m u n i c a t e s  w i t h  A R R C
for leasing p ur po s e s ,  the c o r p o r a t i o n  res po nd s e i t h e r  in 
w r i t i n g  or in person, at t ime s by telephone. R e s p o n s e s  m a y  
c om e fr om  e i t h e r  the P r e s i d e n t  and CEO or the D i r e c t o r  of Real
Es ta te . C o m m u n i c a t i o n s  r e g a r d i n g  o t h er  a c t i v i t i e s  on  rail
lands, e it h e r  e x i s t i n g  or p r op os ed , suc h as road c r o s s i n g s  or 
u t i l i t y  e a s e m e n t s ,  a r e  c u s t o m a r i l y  a ss es s e d  fi rst b y  the  
a p p r o p r i a t e  t e c h n i c a l  d e p a r t m e n t  fe . g . . E n g i n e e r i n g ,  
T e l e c o m m u n i c a t i o n s ) .  T h e  final p e r m i t t i n g  d o c um en t is e x e c u t e d  
by the Real E s t a t e  D i r e c t o r .

17. D e s c r i b e  all n a t u r a l  re so urces, in clu di n g w i t h o u t  
lim it at io n,  sand, g r av el , oil, gas, timber and m i n e r a l s  on r ai l
land, and a n y  e x i s t i n g  or p l a n n e d  i n v e n t o r y  of t h o s e  n a t u r a l
re so ur ce s.

Resjponse: No i n v e n t o r y  has yet been taken, nor is o n e
p r e s e n t l y  pla nn ed . R a i l r o a d  lands do c o n t a i n  sand, g r a v e l ,  
timb er,  and coal  r e s e r v e s .

18. D e s c r i b e  all d i s p o s a l s  of  in te re st  i n c d e v e l o p m e n t  of, 
or lease of a n y  of  the r e s o u r c e s  i de n t i f i e d  in r e s p o n s e  to th e  
a b o v e  q ue st io n.

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

19. Describe all changes in the levels of freight and 
passenger s e r v i c e : which have been implemented since the 
transfer from the federal government.



R e s p o n s e :

C h a n g e s  in f r e i g h t  s e r v i c e  s i n c e  th e t r a n s f e r  fr om  th e fe d e r a l  

go ve rnm en t:

a) A R R C  has  a d d e d  d a i l y  s c h e d u l e d  o v e r n i g h t  f r e i g h t  
s e r v i c e  b e t w e e n  A n c h o r a g e  and  F a i r b a n k s  w h i c h  is p a r t i c u l a r l y  
i m p o r t a n t  for s h i p m e n t s  o f p e t r o l e u m  p r od uc t s,  t r a i l e r s  o n  flat 
cars, and g e n e r a l  c o m m o d i t i e s .

b) A R R C  has  a d de d u n i t  t r a i n s  for e xp o r t  coa l s e r v i c e  

b e t w e e n  H e a l y  an d Sewar d.

C h a n g e s  in level of p a s s e n g e r  s e r v i c e s  s i nc e t r a n s f e r  f r o m  th e 
federal g o v e r nm en t:

a) A R R C  found that r i d e r s h i p  b et w e e n  A n c h o r a g e  a n d  
F a i r b a n k s  in th e w i n t e r  w a s  p r i m a r i l y  fr o m p e r s o n s  n e e d i n g  
ac c es s to t h ei r h o m e s  and c a b i n s  b et w e e n  A n c h o r a g e  and  
H u r r i c a n e .  C o n s e q u e n t l y ,  A R R C  i n c r e a s e d  the n u m b e r  of t ri p s 
th r o u g h  the n o r t h  local a r e a  ( A n c h o r a g e  to H u r r i c a n e )  f r o m  
ei gh t per m o n t h  d u r i n g  the  1 9 8 4 / 8 5  w i n t e r  to f o u r t e e n  per  m o n t h  
du r in g the w i n t e r  of 1 9 8 6 / 8 7 .  W i t h  this i n c r e a s e  in local 
ser v ic e,  A R R C  fo und that a r e d u c t i o n  in n um b e r  of w i n t e r  t ri ps  
e a c h  m o n t h  to F a i r b a n k s  f r o m  f o u r  to two se r v e d  c u s t o m e r s '  
n e e d s .

b) T he  n o r t h l i n e  t r a i n s  w e r e  s p l i t  into an e x p r e s s  and a 
local t r ai n du r i n g  the s u m m e r  s e a s o n .  This  i n c r e a s e d  t h e  
n u m b e r  of t r a i n s  on the n o r t h  line f r o m  f o u r t e e n  to t w e n t y  pe r 
w e e k  from 1984 to 1986.

c) Th e Bu dd  car, a s e l f - p r o p e l l e d  rail die se l p a s s e n g e r  
c o a c h  (RDC), is used on the n o r t h  lo cal tra in s in s t e a d  of full 
s e r v i c e  trains.

d) Th e nu mb e r  of s h u t t l e s  b e t w e e n  Po r t a g e  an d W h i t t i e r  
i n c r e a s e d  f r o m  t w e n t y - f i v e  p e r  w e e k  d u r i n g  the s u m m e r  of  19 84  
to t h i r t y - f o u r  pe r w e e k  d u r i n g  the s u m m e r  of 1986.

e) D u r i n g  the w i n t e r ,  the n u m b e r  of P o r t a g e / W h i t t i e r  
s h u t t l e s  i n c r e a s e d  f r o m  si x to e i g h t  per w e e k  f r o m  1 9 8 4 / 8 5  to 
1 9 8 6 / 8 7  w i t h  the a d d i t i o n  of t he  S a t u r d a y  B u d d  se rv i ce .

f) Buses instead of passenger rail cars are used on the 
Whittier Shuttle and between Anchorage and Portage. This 
enables ARRC to provide faster service with direct pick-up and 
drop-off at many Whittier locations. This c h a n g e  was partially 
due to the retirement^of an-antiquated-passenger.train set., A t  
Portage, the buses .are driven onto?flat cars, for the rail trip 
to Whittier. There; the buses disembark and make various stops 
in the community.
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g) A n c h o r a g e  to S e w a r d  s e r v i c e  w a s  p r o v i d e d  by Bu dd  car 
o n e  d a y  a w e e k  d ur i n g  the su mme r of 19 8 6 v e r s u s  none  in 1984.

20. D e s c r i b e  all c u r r e n t l y  p r o p o s e d  o r p l a n n e d  c h a n g e s  in 
the l ev e l s  o f fr ei gh t and p a s s e n g e r  s e r v i c e  w h i c h  h a v e  been
I m p l e m e n t e d  s i n c e  the tr a ns f e r  fr o m  the  f e d e r a l  gov ern me nt .

R e s p o n s e :

P r o p o s e d  c h a n g e s  in the level of f r e i g h t  s e r v ic e:

T h e r e  are no p r o p os ed  c h a n g e s  in the level of frei ght  
s e r v i c e  at t h is  time. ARRC  plans to c h a n g e  its s e r v i c e  level
as an d w h e n  n e e d e d  to s er ve  its c u s t o m e r s  and me et  ma rk et  
d e m a n d .

P r o p o s e d  c h a n g e s  in p as s e n g e r  se rvi ce s :

a) A R R C  pl ans to pu r ch as e a n e w  p a s s e n g e r  tr ain to ar ri v e
in 198 8 w h i c h  w i l l  inc re as e the a v a i l a b l e  s e a t s  in the su mm e r
s e a s o n .  T h e  r e t i r e m e n t  of an a n t i q u a t e d  t r a i n  set m a y  res ul t 
in a d d i t i o n a l  " s o l d - o u t "  days d u r i n g  the 1987 su mm er  season.

b) S e v e n  mo re  p ri vat e rail p a s s e n g e r  ca rs  wi ll  a r r i v e  in
1987. T h i s  w i l l  add four h u n d r e d  and t w e n t y  m or e a v a i l a b l e
s e a t s  per  d a y  in the su m m e r  of 1987, b e t w e e n  A n c h o r a g e  and
F a i r b a n k s .

c) T h e  n u m b e r  of P o r t a g e / W h i t t i e r  s h u t t l e s  i n c r e a s e d  f r o m
25 per. w e e k  d u r i n g  the su m m e r  of 1984, to 34 in 1986, and w i l l
p r o b a b l y  i n c r e a s e  to 42 in 1987.

d) If the W h i t t i e r  c i t i z e n s  and  o t h e r  sh u t t l e  c u s t o m e r s
d e s i r e ,  th e  A R R C  m a y  r e p l a c e  two full t r a i n  s h u t t l e s  per w e e k
d u r i n g  the  19 8 6 / 8 7  w i n t e r  w i t h  fojjr B u d d  car sh ut t l e s  per  w e e k  
d u r i n g  the w i n t e r  of 1987/88.

e) T h e  S e w a r d  s u m m e r  s e r v i c e  w i l l  i n c r e a s e  to t h r e e  B u d d  
c a r  r o u n d t r i p s  per w e e k  in 1987 f r o m  on e in 1986 and none in
1984.

f) ARRC m a y  ad d one r o u n d t r i p  per  w e e k  to S e w a r d  du ri ng  
t h e  1 9 8 7 / 8 8  w i n t e r .

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

Respo n s e ; Management reviews ,. ARRC*s costs, < competitive, 
factors, m a r k e t s  demands, and customer v. and.-. community needs 
before making a change in level of either.freight or passenger



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

22. D e s c r i b e  all c h a n g e s  in the rates c ha rg ed  by the 
r a i l r o a d  for h a u l i n g  f r e i g h t  s i n c e  the tr an s f e r  fr o m the 
fe d era l g o v e r n m e n t .

R e s p o n s e : A R R C  has us ed  c o n t r a c t  rate a g r e e m e n t s  and
e x e m p t  rate  q u o t a t i o n s  in an e f f o r t  to take b e t t e r  a d v a n t a g e  of 
o p p o r t u n i t i e s  u nd er  d e r e g u l a t i o n  as well  as to re s p o n d  to 
c o m p e t i t i v e  p r e ss ur es . As a re su lt,  i n d i v i d u a l  r ate s have  
v a r i e d  u p w a r d  and d o w n w a r d .  T h e r e  have  been  no 
a c r o s s - t h e - b o a r d  ch a n g e s  in t a r i f f  rates. Wit h re ga r d  to 
s p e c i f i c  rate  a mo un ts  that  are not set f o rth  in A R R C’s tariff, 
p l e a s e  see a n s w e r  to Q u e s t i o n  No. 29.

23. D e s c r i b e  all c u r r e n t l y  p r o p o s e d  or plann ed c h a n g e s  in 
the r at es c h a r g e d  for h a u l i n g  fr e i g h t  s i nc e the tr an sfe r f r o m  
the fe de r al  g o v e r nm en t.

R e s p o n s e : A R R C  pl ans  to r e s t r u c t u r e  its ex e mp t rat e q uo t e s
for i n t e r m o d a l  t r af fi c to s i m p l i f y  that se gm ent  of A R R C ' s  
b u s i n e s s .  A R R C  plans to r e s t r u c t u r e  e x e m p t  rate q u o t e s  for 
o t h e r  s e g m e n t s  in the f ut u r e  for the s a m e  reasons. O t h e r w i s e ,  
A R R C  do es  not  ha ve  a n y  p r e s e n t  p l a n s  to c h a n g e  its rates o t h e r  
t h a n  to c h a n g e  them w h e n  n e c e s s a r y  to m e e t  c o m p e t i t i o n  and 
i m p r o v e  p r o f i t a b i l i t y .

24. H a s  the Board in v o k e d  an e x e c u t i v e  s e ss io n to d i s c u s s  
the p o l i c y  a s p e c t s  (as o p p o s e d  to th e f i n a n c i a l  d e t ai ls ) of 
a c q u i s i t i o n  or d i s p o s a l  of a n y  i n t e r e s t  in land? If so, p l e a s e  
s t a t e  w he n, d e s c r i b e  the  land a f f e c t e d ,  and the a c t i o n  
d i s c u s s e d .

R e s p o n s e : No, the B o a r d  has no t  i nv ok ed  an e x e c u t i v e
s e s s i o n  to d i s c u s s  the p o l i c y  a s p e c t s  of a n y  land a c q u i s i t i o n  
or d is po s a l .

25. W h y  does the B o a r d  b e l i e v e  it is n e c e s s a r y  to in vo ke  
e x e c u t i v e  s e s s i o n  to d i s c u s s  the p o l i c y  a s p e c t s  of a c q u i s i t i o n  
or d i s p o s a l  of a n  i n t e r e s t  in land?

Response: It would be necessary to invoke an executive
session for discussion of land acquisition and disposal when 
the financial details of proposed transactions would have a 
significant chilling effect on the . marketability or viability 
of the proposal. Depending upon the.financial, operational, or 
legal aspects of a • transaction, ;, early public disclosure may 
discourage interest., by responsiblevdevelopers, afford real 
estate competitors r an opportunity i#;to; frustrate ARRC plans,.: 
and/or increaseV o r ' decrease^market^values to A R R C’s detriment.-r 
Please note that no Board faction can take place in executive 
session.
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26. D e s c r i b e  e a c h  i n s t a n c e  s i nc e F e b r u a r y  1985 in w h i c h  
the B o a r d  h a s  i n v o k e d  an e x e c u t i v e  s e s s i o n  to d i s c u s s  the 
s u b j e c t s  d e s c r i b e d  in A.S. 4 2 . 4 0 . 1 7 0 ( b ) ( 7 ) .

R e s p o n s e : 
m e e t i n g s :

T h o s e  i n s t a n c e s  i n c lu de d the  H ol l o w i n g  B o ar d

F e b r u a r y  15, 1985 
N o v e m b e r  21, 1985

D e c e m b e r  19, 1985 
F e b r u a r y  20, 1986 
April 17-18, 1986

Ma y  21, 1986

- B o ar d Mtg. -
- B o a r d  Mtg. -

- B o a r d  Mtg. -
- B o ar d Mtg. -
- B o a r d  Mtg. -

- B o ar d Mtg. -

T a r i f f  I n c r ea se  
C o r p o r a t i o n  M a r k e t i n g  Plan  
C o st in g P r o c e d u r e s  
C o r p o r a t i o n  M a r k e t i n g  Plan 
M a r k e t i n g  U p d a t e  
M a r k e t i n g  a n d  Fi na n c i a l  

P r o j e c t i o n s  
M a r k e t i n g  U p d a t e

Su c h i n f o r m a t i o n  w a s also d i s c u s s e d  in e x e c u t i v e  s e s s i o n  as 
part and pa r c e l  of l i t i g a t i o n  reports. Fo r  e xa mp le,  a s t a t e  
case, C i t y  of  V a l d e z  v. A R R C . u n s u c c e s s f u l l y  s ou g h t  p r o t e c t e d  
pipe ra te  c o s t i n g  i n f o r m a t i o n ,  and an ICC bo xc ar e x e m p t i o n  
p r o c e e d i n g  w a s  an u n s u c c e s s f u l  ef f or t by  w a t e r c a r r i e r s  to d e n y  
A R R C  the b e n e f i t  of ICC d e r e g u l a t i o n  of  r a i l r o a d  b o x c a r  
m o v e m e n t s .

27. D e s c r i b e  t ho se  s p e c i f i c  c a t e g o r i e s  of d o c u m e n t s  w h i c h  
the A R R C  do e s no t m a k e  public.

R e s p o n s e : A R R C  does  not s p e c i f i c a l l y  d e s i g n a t e  by  type
those d o c u m e n t s  that are op en  for pu bl i c  i n s p e c t i o n  and t h o s e  
that ar e not. Rathe r, w h e n  a p a r t i c u l a r  r e q u e s t  for
i n f o r m a t i o n  is r e ce iv ed , A R R C  first d e t e r m i n e s  the n a t u r e  of 
the r e q u e s t  and then  p r o v i d e s  the i n f o r m a t i o n  if it is not 
w i t h i n  the s c o p e  of t h os e m a t t e r s  set f o rt h in AS 4 2 . 4 0 . 2 1 0 ( b )  
and B o a r d  R u l e  No. 4.

A R R C ' s  B o a r d  of D i r e c t o r s  has a d o p t e d  R ul e 4, a c o p y  of 
w h i c h  is a t t a c h e d  as an e x h i b i t ,  w h i c h  e l a b o r a t e s  u p o n  m a t t e r s  
not a v a i l a b l e  for p u b l i c  i n s p e c ti on .

28. D e s c r i b e  t h o s e  s p e c i f i c  c a t e g o r i e s  of d o c u m e n t s  w h i c h  
the A R R C  d o e s  m a k e  public.

R e s p o n s e : S e e  r e s p o n s e  to Q u e s t i o n  No. 27.

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

Response: 'The types: of documents which fall into the
category relating -to proprietary information, divisions and
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contract rate agreements would Include cost studies, cost data, 
contract rate agreements, exempt rate quotations, divisions 
sheets, bills of lading, waybills, any documents relating to a 
shipper's business, and any notes or correspondence relating to 
any of the above.

30. D e s c r i b e  the s p e c i f i c  t yp es  of d o c u m e n t s  w h i c h  AR RC
w i t h h o l d s  f r o m  the pu bl ic  as b e i n g  " p r o p r i e t a r y  i n f o r m a t i o n "  
a s s o c i a t e d  w i t h  d i v i s i o n s  c o n s i s t e n t  w i t h  the s t a n d a r d s  and 
p r a c t i c e s  of the ICC.

R e s p o n s e : See  r e s p o n s e  to Q u e s t i o n  No. 29.

31. D e s c r i b e  the s p e c i f i c  t yp es  of d o c u m e n t s  w h i c h  A R R C
w i t h h o l d s  fr om  the p ub l i c  as be ing  " p r o p r i e t a r y  i n f o r m a t i o n "  
a s s o c i a t e d  w i t h  c o n t r a c t  ra t e a g r e e m e n t s  c o n s i s t e n t  w i t h  the 
s t a n d a r d s  and p r a c t i c e s  of the ICC.

R e s p o n s e : See  r e s p o n s e  to Q u e s t i o n  No. 29.

32. O t h e r  than  the s p e c i f i c  t y p e s  of d o c u m e n t s  d e s c r i b e d ,  
d e s c r i b e  o t h e r  s p e c i f i c  ty pes  of d o c u m e n t s  w h i c h  the A R R C  
w i t h h o l d s  f r o m  the p u b l i c  as " p r o p r i e t a r y  i n f o r m a t i o n "  
c o n s i s t e n t  w i t h  the s t a n d a r d s  and p r a c t i c e s  of the ICC.

R e s p o n s e : Se e  r e s p o n s e  to Q u e s t i o n  No. 29.

33. Li s t e a c h  r u l e  p u r s u a n t  to w h i c h  the A R R C  has
d e s i g n a t e d  d o c u m e n t s  as p r i v i l e g e d  or p r o p r i e t a r y  u n d e r  A.S.
4 2 . 4 0 . 2 2 0  or o t h e r w i s e ,  and d e s c r i b e  the t y p e s  of d o c u m e n t s  and  
i n f o r m a t i o n  w i t h h e l d  f r o m  the p u b l i c  p u r s u a n t  to each  rule.

«

R e s p o n s e : S e e r e s p o n s e  to Q u e s t i o n  No. 2 n .

34. D e s c r i b e  the r a t i o n a l e  of the A R R C  in r e f u s i n g  to
p r o v i d e  the T r a n s p o r t a t i o n  C o m m i t t e e  w i t h  d o c u m e n t s  r e q u e s t e d  
b y  that  c o m m i t t e e  in 1985 and 1986.

Response: It is our recollection that the information
requested was operating costs for movement of freight via 
trailers on flat cars. Railroads in the United States have not
been required by law to divulge costs. Such information has
always been considered proprietary, and confidentiality has 
been protected. Clearly, such rules promote competition by 
allowing railroads the same business advantages and marketing 
mechanisms enjoyed by other transportation modes. In those 
instances where it was necessary for the Interstate Commerce 
Commission to have the costs -in. order to arrive at a 
conclusion, the cost data ;was submitted to the Commission on a 
confidential basis ;^was >not;:.divulged£to the complainant ;.or . to - 
the public, and-did not^appear .in any printed report.-  ̂Federal 

& and state lavrs provide ARRC the same rights and benefits to

- 1 1 -



v.i 
oj&

fc.v
VA

V 
v

35. D e s c r i b e  the d o c u m e n t s  an d c a t e g o r i e s  of i n f o r m a t i o n  
the A R R C  r e f u s e d  to gi ve  to the T r a n s p o r t a t i o n  C o m m i t t e e .

R e s p o n s e : A l t h o u g h  w e  are  not  c er t a i n  at this d a t e  w h a t
d o c u m e n t s  w e r e  re fu s e d ,  t h e y  w e r e  most  p r o b a b l y  t h o s e  w h i c h  
w o u l d  d i v u l g e  c o n f i d e n t i a l  c o n t r a c t  rates or o p e r a t i n g  cos ts , 
and w h i c h  c o u l d  be a t t r i b u t e d  to a n y  freight s e r v i c e  s e g m e n t .

protect confidential information. This enables the company to 
price and contract its services on a businesslike basis and to 
respond quickly to market conditions.

C a t e g o r i e s  of  i n f o r m a t i o n  w h i c h  must re m a i n  c o n f i d e n t i a l :

- c o n t r a c t  r a te s
- o p e r a t i n g  c o s t s  for s p e c i f i c  freig ht  m o v e s
- a n y  i n f o r m a t i o n  w h i c h  w o u l d  i d e n t i f y  s h i p m e n t s  c o n c e r n i n g  

one s h i p p e r  or c o n s i g n e e

36. D e s c r i b e  all p r o c e d u r e s  and p r a c t i c e s  by w h i c h  the 
A R R C  a t t e m p t s  to m i n i m i z e  the a d ve rs e e f f e c t  of the o p e r a t i o n  
of the r a i l r o a d  on w i l d l i f e .

0

R e s p o n s e : In c o o p e r a t i o n  w i t h  the A l a s k a  D e p a r t m e n t  o f
Fi s h and G a m e  ("ADF $G "),  the AR RC  has e x p e r i m e n t e d  w i t h  
n u m e r o u s  m e t h o d s  to m i n i m i z e  the a d v e r s e  e f f e c t s  of  . its 
o p e r a t i o n s  on w i l d l i f e ,  s p e c i f i c a l l y  big game. H i s t o r i c a l l y ,  
m o o s e  are th e g a m e  p o p u l a t i o n  m o s t  a f f e c t e d  b y  the r a i l r o a d ,  
p r i m a r i l y  in y e a r s  of d e e p  s n o w  (3 to 5 feet) for long  p e r i o d s  
of time. U n f o r t u n a t e l y ,  m a n y  of the e x p e r i m e n t s  h av e f a i l e d  to 
d e m o n s t r a t e  a r e l i a b l e  w a y  to d i s c o u r a g e  m o o s e  u s a g e  o f  the 
pl ow ed  t r ac k (see r e s p o n s e  to Q u e s t i o n  No. 39 be l o w ) .  
P re se ntl y,  the e f f o r t  is c o n c e n t r a t e d  on p l o w i n g  the 
r i g h t - o f - w a y  as w i d e  as p os s i b l e ,  and a c o m b i n a t i o n  o f l ig hts , 
h or ns  and b e l l s  to f r i g h t e n  th em  a w a y  f r o m  the track. W h e r e  
po ssi bl e,  th e t r a i n  e n g i n e e r s  s l o w  down  to r e d u c e  the c h a n c e  o f 
a strik e.

ARRC is again cooperating with ADF£G in its ongoing study 
of the moose mortality along the tracks. For example, 
arrangements are being made for game biologists to accompany a 
locomotive on several trips north this season. The corporation 
has also engaged a private consultant to develop electronic 
equipment to frighten the moose and drive them away from the 
track. Research and equipment design under that contract are 
scheduled for completion within the current winter season, with 
construction and installation of equipment to follow depending 
on the results of research.

37. Describe all actions taken by the ARRC if a train*4iits; 
a moose, including': names-'of people to whom the information, is- 
reported, reports made, and attempts to salvage meat. •
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R e s p o n s e : T h e  A R R C  has, at l e as t s i n c e  the  e a r l y  198 0's ,
c o o p e r a t e d  w i t h  the A D F £ G  and fi s h and w i l d l i f e  e n f o r c e m e n t  
o f f i c e r s  of the D e p a r t m e n t  of  P u b l i c  S a f e t y  ("DPS") to e n s u r e  
the r e t r i e v a l  an d  s a l v a g e  of m o o s e  hit by t r ai ns . S i n c e  1983,
th i s p r o c e s s  has  b e e n  r e f i n e d  and c a r r i e d  o n  u n d e r  an i n f o r m a l
u n d e r s t a n d i n g  b y  w h i c h  r a i l r o a d  c r e w s  i m m e d i a t e l y  r e p o r t e d  a 
s t r i k e  to th e t r a i n  d i s p a t c h e r ,  w h o  c a l l e d  the a p p r o p r i a t e  fis h 
and  w i l d l i f e  n u m b e r  for the game m a n a g e m e n t  u n i t  i nv ol ve d.  If 
th e m o o s e  w a s  s a l v a g e a b l e  (that is, s u f f i c i e n t l y  i n t a c t  a f t e r  
th e c o l l i s i o n ) ,  the r a i l r o a d  s e c t i o n  c r e w  w a s  u n d e r  
i n s t r u c t i o n s  to t r a n s p o r t  the c a r c a s s  to the n e a r e s t  p u b l i c  
ro a d c r o s s i n g ,  w h e r e  DPS had n o t i f i e d  the n e x t  e l i g i b l e  c h a r i t y  
to p i c k  it up. The p ro ce ss  w a s  c o m p l e t e d  w i t h i n  20 h o u r s  a f t e r  
th e c o l l i s i o n  and  in most  c a se s (when the s e c t i o n  c r e w  c o u l d  be 
i m m e d i a t e l y  c o n t a c t e d ) ,  w i t h i n  o n l y  a fe w  ho urs . A D F £ G  g am e 
b i o l o g i s t s  ha v e as s u r e d  AR R C that ga me  r e t r i e v a l  w i t h i n  this
t i m e  f ram e is s u f f i c i e n t ,  so long as the air  t e m p e r a t u r e s  are
as co l d as is g e n e r a l l y  the case  d u r i n g  the p e r i o d  w h e n  m o o s e  
s t r i k e s  occur.

T h e tr ain  w h i c h  st r i k e s  a m o o s e  is r e q u i r e d  to s t o p  an d 
m a k e  an i n s p e c t i o n  u nl e s s  it is c l e a r  that  the an im al  is free 
of the t r a c k  and p r e s e n t s  no d a n g e r  to t r a i n  m o v e m e n t .  Th e  
c r e w  e v a l u a t e s  the c o n d i t i o n  of the a n i m a l  (i.e. is it a l i v e  
an d  c r i p p l e d ?  is it s a l v a g e a b l e  if a l r e a d y  dea d? ) an d 
i m m e d i a t e l y  n o t i f i e s  the D i s p a t c h e r  by radio. Th e local 
s e c t i o n  c r e w  is then  n o t i f i e d  of the  n e c e s s i t y  to e i t h e r  
d i s p a t c h  a c r i p p l e d  m o o s e  a n d / o r  s a l v a g e  t h e  c a r c a s s .  Th e  
c a r c a s s  is fi eld dre ss ed , w i t h  the A R R C  p r o v i d i n g  n e c e s s a r y  
e q u i p m e n t  for this purpo se,  and d e l i v e r e d  to c r o s s i n g s  as 
d i s c u s s e d  below.

T h i s  p r o c e d u r e  w a s  f o r m a l i z e d  for the c u r r e n t  s e a s o n  w i t h  
an a d d i t i o n  to the A R R C ' s  T i m e t a b l e  No. 120, a set  of  o p e r a t i n g  
r u l e s  u t i l i z e d  by  all o p e r a t i o n s  p e r s o n n e l .  A  c o p y  o f th e  
p r o c e d u r e  is a t t a c h e d  as an e x h ib it . It g e n e r a l l y  r e s t a t e s  t h e  
p r o c e s s  w h i c h  had be en  p r e v i o u s l y  d e v e l o p e d  b y  A R R C  and  D P S  
o f f i c e r s  a n d  i n c l u d e s  the s p e c i f i c  t e l e p h o n e  n u m b e r s  u s e d  b y  
t h e  D i s p a t c h e r  to n o t i f y  DPS. In a d d i t i o n ,  for the G o l d  C r e e k  
a r e a  w h e r e  D PS  has not in th e p a s t  m a i n t a i n e d  a c h a r i t y  list 
(due to t h e a r e a ' s  i s o l a t i o n  fr o m the p u b l i c  r o a d  s y s te m) , th e 
A R R C  ha s  w o r k e d  w i t h  D P S  to d i s t r i b u t e  s i g n  up  s h e e t s  a m o n g  
a r e a  r e s i d e n t s  an d r e t u r n  t h o s e  s h e e t s  to D P S  to  c o m p i l e  a list  
o f  e l i g i b l e  r e c i p i e n t s .  In t h e s e  are as,  the A R R C  c r e w  
r e t r i e v i n g  a m o o s e  is a u t h o r i z e d  b y  D P S  to t r a n s p o r t  th e  
carcass to a convenient s p o t  along.the track for access by the 
next eligible recipient. The section crew members, residents 
of the area themselves, r.are v.well. aware of the best locations
for such pick-up. . I*-

Such salvage activities cost ARRC money and divert 
employees from other necessary duties. For example, in



c a l e n d a r  ye ar  1986 (a y e a r  of: light s no w f a l l ) ,  a p p r o x i m a t e l y  
200 m a n - h o u r s  w e r e  e x p e n d e d ,  for an e s t i m a t e d  $ 5 , 0 0 0  in 
a d d i t i o n a l  labor costs.

38. H o w  m a n y  m o o s e  w e r e  hit by t r a i n s  in ea ch  c a l e n d a r  
y e a r  f r o m  1980 .through 1 986 ?

R e s p o n s e : R at h e r  t h a n  u s i n g  f ig ure s for c a l e n d a r  ye ars ,
th e f o l l o w i n g  s t a t i s t i c s  e n c o m p a s s  the w i n t e r  s e a s o n  o f the 
i n d i c a t e d  year, w h i c h  is w h e n  m o s t  m o o s e  s t r i k e s  oc cu r.
F i g u r e s  for the y e a r s  b e f o r e  1984 w e r e  c o m p i l e d  by  the ADF$G.

1979- 80 - 54
1980-81 - 24
1 98 1-8 2 - 50
1 9 8 2 - 8 3  - 144
-1983-84 - 63
198 4-8 5 - 384
19 8 5- 86  - 37
1 9 86 -8 7 (to 2/ 6/ 87)  - 91

39. D e s c r i b e  all o t h e r  p r o c e d u r e s  of w h i c h  t h e A R R C  is 
a w a r e  w h i c h  w o u l d  a d d i t i o n a l l y  m i n i m i z e  the risk of  h i t t i n g  
m o o s e  and st ate  w h y  the A R R C  has  not i m p l e m e n t e d  s u c h  
p r o c e d u r e s .

R e s p o n s e : T h e  A R R C  is not a w ar e of a n y  o th er  p r o c e d u r e s  it
c o u l d  e m p l o y  w h i c h  w o u l d  f u lf il l the c r i t e r i a  a d d r e s s e d  in this  
q u e s t i o n .  T h e r e  h a v e  b e e n  o t h e r  s u g g e s t i o n s  b u t in ou r 
e x p e r i e n c e  th ey  ha v e p r o v e n  u n f e a s i b l e .  A m o n g  the  f a i l e d  
e x p e r i m e n t s  are so nic  w h i s t l e s ,  w h i c h  did not s oun d w h e n  th e
t r a i n s  m o v e d  at s l o w  s p e e d s  and f r o z e  w h e n  it wa s  v e r y  cold;
s l o w i n g  the train, w h i c h  r ai s e d  h a v o c  w i t h  sc he d u l e s ,  m a d e  it 
i m p o s s i b l e  to c l i m b  c e r t a i n  g r a d e s  on the icy track, a n d lead 
to m a n y  m o r e  c r i p p l e d  a n i m a l s ;  and d e c k i n g  b e t w e e n  ti es  on 
b r i d g e s  so that, m o o s e  ca n  s a f e l y  cross, w h i c h  c a u s e d  
federally-require*d s p e e d  s e n s o r s  on the t r a i n  w h e e l s  to w o r k  
i m p r o p e r l y .  Other, e v e n  less f e a s i b l e  ideas h a v e  b e e n  
c o n s i d e r e d  and rej ec te d,  su ch  as i n s t a l l i n g  a ’'bumper" o n  th e 
f r o n t  of l o c om ot iv es . O p e r a t i n g  the t r a in  o n l y  in d a y l i g h t  
h o u r s  is e q u a l l y  i m p r a c t i c a l ,  s i n c e  the p r o b l e m  a r i s e s  in 
w i n t e r  w h e n  th os e h o u r s  are too s h o r t  to a l l o w  t h e  s h i p p i n g  
b u s i n e s s  of  the r a i l r o a d  to s u r v i v e .  In a dd it io n,  to  m e e t  
s h i p p e r s '  a r r i v a l  ti me  r e q u i r e m e n t s ,  n i g h t  o p e r a t i o n s  a r e  
e s s e n t i a l .

Another suggestion, which does not appear feasible and has 
thus not been implemented by A D F £ G  and the ARRC, is a special 
"hunting season" , to thin-moose in the area when heavy snowfall 
occurs. This concept; wouldV,beidifficult to administer and-.has 
been soundly criticized^by!?-A D F £ G  personnel.- See D i c k e r s o n ; r 
J.C. f* Kramer, -R.J., • "When 1‘Moose and Train Meet: Avoiding



Collisions on the Alaska Railroad," Alaska Fish 5 Game 
(Sep.-Oct. 1986). A copy of this article is attached as an 
exhibit.

40. D e s c r i b e  all p e s t i c i d e s  us ed  by the ARRC, and  the 
a r e a s  in w h i c h  s u c h  p e s t i c i d e s  are ap pli ed . D e s c r i b e  a n y  
c o m p l a i n t s  the A R R C  has r e c e i v e d  r e g a r d i n g  the u s e of 
p e s t i c i d e s ,  and d e s c r i b e  the p r o c e d u r e s  the A R R C  has or i n t e n d s  
to i m p l e m e n t  to d i s c u s s  s u c h  c o m p l a i n t s  in public.

R e s p o n s e : B e g i n n i n g  in th e 1950's, the federal A l a s k a
R a i l r o a d  c o n d u c t e d  a h e r b i c i d e  p r o g r a m  to co nt rol  v e g e t a t i o n  
a l on g the r a i l r o a d  r i g h t - o f - w a y .  V e g e t a t i o n  m a i n t e n a n c e  is 
p e r i o d i c a l l y  r e q u i r e d  to e n s u r e  safe  r a i l ro ad  o p e r a t i o n s .  Th e  
s t a t e - o w n e d  A R R C  has not a p p l i e d  a n y  s u c h  c h e m i c a l s  s i n c e  it 
to ok  o v e r  o p e r a t i o n  of th e r a i l r o a d  in 1985. It ap p l i e d  to the 
s t at e D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n  in 1985 for a 
p e r m i t  to a p p l y  a h e r b i c i d e  k n ow n as h e x a z i n o n e  on the 
r i g h t - o f - w a y .  A f t e r  p u b l i c  he rr i n g s ,  a w o r k i n g  d r aft  of  A R R C ' s  
p r o p o s e d  V e g e t a t i o n  M a i n t e n a n c e  M a n a g e m e n t  P r o g r a m  s t u d y  w a s  
d i s t r i b u t e d  to i n t e r e s t e d  p a r t i e s  for comment. To a l l o w  
s u f f i c i e n t  tim e for p ub l i c  and a g e n c y  input, A R R C  w i t h d r e w  its 
a p p l i c a t i o n  for s p r a y i n g  in 1985. No a p p l i c a t i o n  w a s  f ile d for 
the 1986 s p r a y i n g  s e a s o n  and thus the r i g h t - o f - w a y  has no t  be en  
t r e a t e d  for s o m e  time.

B e c a u s e  of the l i k e l i h o o d  of h a r m  to its r o a d b e d  
[_£, ( v e g e t a t i o n  a l l o w s  w a t e r  to s e e p  in a m o n g  b a ll as t an d g r a v e l s ,

w e a k e n i n g  s u p p o r t  o f ti es  an d rai ls)  and the e n c r o a c h m e n t  of 
b r u s h  a l on g the ri ght of w a y  w h i c h  b l o c k s  t r a i n - crews' v i e w  
( p a r t i c u l a r l y  to see  d a n g e r s  in time to a v oi d c o l l i s i o n s ) ,  A R R C  
e x p e c t s  to file an a p p l i c a t i o n  for a p e r m i t  to a p p l y  h e x a z i n o n e  
in the c o m i n g  s u mm er . All the c o m m e n t s  r e c e i v e d  on the d r a f t  
s t u d y  w i l l  be u s e d  in the p r e p a r a t i o n  of the pe rm it  a p p l i c a t i o n .

H e x a z i n o n e  is l o w  in t o x i c i t y  to m a m m a l s ,  fish, birds, and  
i n v e r t e b r a t e s  an d  h a s  b e e n  f u l l y  t e s t e d  to E P A  s t a n d a r d s .  T h e  
p e r m i t t i n g  p r o c e s s  w i ll ,  of co u rse , c o m p l y  w i t h  the p u b l i c  
n o t i c e  and o p p o r t u n i t y  to c o m m e n t  r e q u i r e d  b y s t at e la w  an d D E C  
r e g u l a t i o n s .  S e e  A S  4 2 . 4 0 . 4 4 0 .  A R R C  has r ec ei v e d  c o m p l a i n t s  
r e g a r d i n g  the p r o p o s e d  u s e  of  a n y  h er b i c i d e ,  i n c l u d i n g  
h e x a z i n o n e ,  f r o m  a g r o u p  of T a l k e e t n a  a r e a  r e s i d e n t s  in th e 
p as t and e x p e c t s  they, as w e l l  as a n y  other s, wi l l a g a i n  h a v e  
an o p p o r t u n i t y  to e x p r e s s  t h e i r  c o n c e r n s  on the  m a t t e r  in the 
p u b l i c  n o t i c e  p ro ce s s .

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

* v. v • \ * *■'-r * • • f

Response: 'The workingVdraft. referred to in th sponse to 
Question No. 40 vas-^commissioned from the Corps oti<Engineers 
and included an assessment of alternative methods of vegetation
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control . The s t u d y  c o n c l u d e d  that  th e  a v a i l a b l e  a l t e r n a t i v e s ,  
w h i c h  inc lu de d g en era l e x p a n s i o n  o£ r o a d b e d  m a i n t e n a n c e ,  m a n u a l  
labor, and m e c h a n i c a l  c o n t r o l ,  a m o n g  othe rs,  w e r e  e i t h e r  c o s t  
p r o h i b i t i v e  or not f e a s i b l e  to c o m p l e t e l y  e l i m i n a t e  th e ne ed  
for h e r b i c i d e  a p p l i c a t i o n .  A R R C  do es  m e c h a n i c a l l y  r e m o v e  
v e g e t a t i o n  o u t s i d e  the b a l l a s t  s e c t i o n  of the roadbed.

42. D e s c r i b e  the c u r r e n t  s i t u a t i o n  in M o o s e  Pass.

R e s p o n s e : The c u r r e n t  s i t u a t i o n  in C row n Point has
r e m a i n e d  l a r g e l y  u n c h a n g e d  d u r i n g  the fall and w i n t e r  of 1986. 
E x h a u s t i v e  e n v i r o n m e n t a l  m o n i t o r i n g  in a d d i t i o n  to w o r k  a l r e a d y  
p e r f o r m e d  by A R R C  has b e e n  o n g o i n g  by  S t a t e  of A l a s k a  
c o n t r a c t o r s .  C u r r e n t l y  D a m e s  $ M oo r e ,  a c o n t r a c t o r  w o r k i n g  on 
b e h a l f  of the state, is c o m p l e t i n g  w o r k  on a s t ud y to d e t e r m i n e  
w h a t  c h e mi ca l r e s i d u e s  m a y  s t i l l  r e m a i n  in the C r ow n P oi nt  
i m p a c t  area. T h e  final r e p o r t  is due on M a r c h  2, 1987.

D e s p i t e  s t u d y  re s u l t s  w h i c h  i n d i c a t e  that  s u sp ec t c h e m i c a l s  
are not p r e s e n t  in h o m e s  or a p p e a r  at or b e lo w o r d i n a r y  
h o u s e h o l d  levels, c o m p l a i n t s  p e r s i s t  b y  s o m e  re si d e n t s  that th e  
M a r c h  2, 1986 tank car r e l e a s e  has a c o n t i n u i n g  d e t r i m e n t a l
e f f e c t  on their health. M a n y  o t h e r  r e s i d e n t s  have r e t u r n e d  to 
th eir " p r e - r e l e a s e” l i f e s t y l e s ,  and  a p p e a r  not to be i m p a c t e d  
w h a t s o e v e r .  In an e f f o r t  to d e t e r m i n e  the h e a l t h  and p r o p e r t y  
issues, and to as si s t  t h o s e  w h o  r e m a i n  disp lac ed,  the  
d e f e n d a n t s  in a l a w s u i t  b r o u g h t  b y  s o m e  50 C r o w n  Po int  
r e s i d e n t s  have  b r o u g h t  in e x p e r t s  to a s s i s t  in the m o n i t o r i n g  
of o ng oi ng  pr ob lem s.  In a d d i t i o n ,  s o m e  c l a i m s  have se ttl ed .

43. H o w  m a n y  r e s i d e n t s  a r e  s t i l l  not liv in g in th eir h o m e s  
as a re su lt  of the i n c i d e n t  at M o o s e  Pass?

R e s p o n s e : It is d i f f i c u l t  to d e t e r m i n e  p r e c i s e l y  th e
n u m b e r  of r e s i d e n t s  that a r e  c u r r e n t l y  out of th eir  h o m e s  
b e c a u s e  of the gas r e l e a s e .  M o s t  r e s i d e n t s  of the a r e a  
r e t u r n e d  to t hei r h om es iijpedlately a f t e r  t h e incident. In the  
f o l l o w i n g  m o nt hs , so me  i n d i v i d u a l s  m o v e d  b a c k  in the a re a o n  
t he ir own v ol it io n.  O t h e r s  h a v e  r e a c c o m m o d a t e d  t h e m s e l v e s  in 
the area  in n e w or r e n o v a t e d  l i v i n g  q u a r t e r s .  A p p r o x i m a t e l y  45 
p e o p l e  re ma i n  ou t of t h e i r  h o m e s  at the pr e s e n t  time, w h i c h  
m a k e s  u p a p p r o x i m a t e l y  18 f a m i l i e s .

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

Response: In December 1986, the State of Alaska estimated
that expenditures were in 'the neighborhood of $650,000.00. 
Estimates of the'overall^ e x p e n d i t u r e o r  the state by the time 
it ceases making payments;exceed $850,000.00. ,

t ’ ̂  V . :-*r - v t " '*•ix* • • •. • v/ * : •

45. How much money has % the ARRC -paid to attempt to rectify.5 
the adverse effects at Moose Pass?
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R e s p o n s e : A p p r o x i m a t e l y  $ 6 5 0 , 0 0 0 . 0 0  w a s  i n i t i a l l y  s p e n t  in
a s s i s t i n g  £ r o w n  Po in t r e s i d e n t s  i m m e d i a t e l y  a f t e r  the rel ea se , 
and in c l e a n  up  and  e n v i r o n m e n t a l  m o n i t o r i n g .  O n g o i n g  e x p e n s e s  
are a c c r u i n g  as c l a i m s  are set tl ed , and c o s t s  are i n c u r r e d  for 
p r o f e s s i o n a l  an d o u t s i d e  se rv i c e s .

46. D e s c r i b e  the p r o c e d u r e s  the A R R C  ha s i m p l e m e n t e d  to 
p r e v e n t  a r e c u r r e n c e  of the t y p e  of i n c i de nt  that o c c u r r e d  at 
M o o s e  Pass?

R e s p o n s e : N e w  s t e a m  t r a c k  h e a t i n g  p r o c e d u r e s  h a v e  b e e n
i m p l e m e n t e d  w h i c h  are i n t e n de d to g r e a t l y  r e d u c e  an y  r i s k  of 
h u m a n  e r r or  in the he a t i n g  o f t a n k  car  c o m m o d i t i e s .  It m u s t  be 
no ted , h o w e ve r,  that the M a r c h  1986 r el e a s e  wa s  not s i m p l y  a 
c as e of the o v e r h e a t i n g  of a t a n k  car c o m m o d i t y .  O n c e  the 
e r ro r had be e n rea li zed , r a i l r o a d  person.iel p r o p e r l y  c o n t a c t e d  
the c o n s i g n e e  and s h i p p e r  and e x p l a i n e d  the s i t u a t i o n .  The
s h i p p e r ' s  d i s a s t r o u s  a d v i c e  was  that the p r o d u c t  w as  p r o b a b l y  
not ha r m e d  and the car c o u l d  be s a f e l y  m o v e d  to its 
d e s i g n a t i o n ,  w h e r e  its load w o u l d  cool. A f t e r  th e event, A R R C
s o o n  lear ne d that the e x o t h e r m i c  c h e m i c a l  r e a c t i o n  w h i c h  
r e s u l t e d  c o u ld  ha v e b e e n  e a s i l y  a v o i d e d  by c o o l i n g  the s h i p m e n t  
by ru n n i n g  cold  w a t e r  t h r o u g h  the c a r ’s s t e a m  co ils . 
P r o c e d u r e s  w i l l  also in s ur e that a c c u r a t e  and r e l i a b l e  
i n f o r m a t i o n  c o n c e r n i n g  h e a t i n g  is r e c e i v e d  f r o m  s h i p p e r s  a n d / o r  
m a n u f a c t u r e r s .  Fi nal ly , UF-85, the c o m m o d i t y  in the M a r c h  t a n k  
car, is n o w  h e a t e d  by the c o n s i g n e e  at the d e l i v e r y  p o i n t  w h e n  
n e c e s s a r y  to of f l o a d  it into t a n k e r  trucks. R a t h e r  th a n
h e a t i n g  the e n t i r e  load at once, the c o n s i g n e e  h e a t s  the 
m a t e r i a l  as it en te rs  the ex it  hoses. T e m p e r a t u r e s  are  a l s o
w e l l  w i t h i n  s a f e t y  ranges.

47. What  is the p o l i c y  of the A R R C  w i t h  re ga rd  to h i r i n g  
A l a s k a n  r e s i d e n t s ?

R e s p o n s e : The  A R R C  w a s  on e  of the  f i rs t  b u s i n e s s e s  in
A l a s k a  to j o i n  the G o v e r n o r’s C o u n c i l  on  A l a s k a n  Hire. A R R C  
r e c r u i t s  a l m o s t  e x c l u s i v e l y  w i t h  A l a s k a  J o b  S e r v i c e  o f f i c e s  
t h r o u g h o u t  the state. The o n l y  p o s i t i o n s  w h i c h  a r e  a d v e r t i s e d  
o u t s i d e  A l a s k a  are those p o s i t i o n s  for w h i c h  a h i g h l y  q u a l i f i e d  
c a n d i d a t e  c a n n o t  r e a s o n a b l y  be e x p e c t e d  to be f ou nd  in the 
s t a t e  or p o s i t i o n s  in o u r  S e a t t l e  offi ce .

Attached is Board Resolution No. 
policy of Hiring Alaska Residents.

85-5: Relating to the

48. What is ’ the policy of -...the • -ARRC with regard to 
purchasing; A l a skan1 goods and. services?

Response:*j&ftARRC1 s Procedure - 33/S--/2.01; ̂ adopted.Cat ther July  
18, 1985 ARRC?Board Meeting states:M  - V t . - i r i : ,
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3.5 Female, M i n o r i t y ,  a n d  A l a s k a n  V en dor s.  It 
is the p o l i c y  of the A R R C  to e n c o u r a g e  m e a n i n g f u l  
p a r t i c i p a t i o n  of fema le,  m i n o r i t y ,  and A l a s k a n  
o w n ed  v e n d o r  s o u r c e s  to p r o v i d e  u s e f u l  and 
a c c e p t a b l e  q u a l i t y  s e r v i c e s  or m a t e r i a l s  at 
c o m p e t i t i v e  prices. P r o c u r e m e n t  p e r s o n n e l  are 
r e s p o n s i b l e  for m a k i n g  p r a c t i c a l  e f f o r t s  to 
locate and s o l i c i t  m i n o r i t y  v e n d o r  bids for 
p r o d u c t s  or s e r v i c e s .  The  M a n a g e r  of P r o c u r em en t 
is r e s p o n s i b l e  for th e e f f e c t i v e  i m p l e m e n t a t i o n  
of this g u i d e l i n e  in A R R C  p r o c u r e m e n t  activ iti es.

T hi s p o l i c y  wa s  s u b j e c t  to p u b l i c  r e v i e w  and input p r i o r  to 
a d o p t i o n  by the B o a r d  of D i r e c t o r s .  A pu bli c h e a r i n g  w a s  
c o n d u c t e d  Ju ne  21, 1985 at A R R C  H e a d q u a r t e r s  w h i c h  w a s  a t t e n d e d  
b y  a p p r o x i m a t e l y  t h i r t y  local v en do r s .  T he ir  input w a s  
c o n s i d e r e d  in the p r o c e d u r e  s u b s e q u e n t l y  p re se n t e d  to the B o a r d  
on J u l y  18, 1985, at w h i c h  ti me  p u b l i c  c om me nt  was a l l o w e d  b y  
the B o a r d  and c o n s i d e r e d  p r i o r  to ad op ti on . This p r o c e d u r e  
f o ll ow s the l e g i s l a t u r e ' s  m a n d a t e  in A R C A  " t h a t  the p r o c u r e m e n t  
p r o c e d u r e s  of th e c o r p o r a t i o n  m e e t  acc°pted rai lr oa d i n d u s t r y
s t a n d a r d s . "  AS 4 2 . 4 0 . 1 0 0 ( 8 ) .

49. Who is the i n d i v i d u a l  in c h a r g e  of i m p l e m e n t i n g  the 
p o l i c i e s  d e s c r i b e d  a bo v e ?

R e s p o n s e : The M a n a g e r ,  P r o c u r e m e n t  or his or h e r
e q u i v al en t.

50. What  p e r c e n t a g e  of A R R C  e m p l o y e e s  are A l a s k a n
r e s i de nt s?

R e s p o n s e : As of F e b r u a r y  6, 1987, 98% ^ f  ARRC e m p l o y e e s
are A l a s k a n  r e s i d e n t s  (some e m p l o y e e s  a r e  located in S e a t t l e ) .

51. Wh a t p e r c e n t a g e  of  th e  g o o d s  and s e r v i c e s  (ot her  t h a n  
s e r v i c e s  r e n d e r e d  b y  e m p l o y e e s )  p u r c h a s e d  by  the A R R C  a re  o f  
A l a s k a n  origin, p r o d u c t i o n  or m a n u f a c t u r e ?

Response: ARR C  purchased approximately $ 8 , 0 0 0 , 0 0 0 . 0 0  in
goods during 1986. Of this figure $ 4 , 0 0 0 , 0 0 0 . 0 0  ripresents 
locomotive and other fuels which are all of Alaska origin, 
production and manufacture. All office supplies, 1 imber and 
other building materials a r e . purchased on the local market. 
Whether these are of Alaskan.rorigin, production or manufacture 
is not known, e x c e p t - w i t h  respect "to- wooden railroad ties. 
During 1985-86, the ^ A R R C  <i&purchased approximately £..'35,000 
hardwood ties f r o m ..Wrangell^jForest'^Products ;Ltd. in .southeast-., :.

e^o tlSob t a inat) 1 e i
• t  .  ; y ; . *  • .  . *  • «'* :  •



mu s t  be p u r c h a s e d  f r o m  v e n d o r s  o u t s i d e  A l a s k a .  A d d i t i o n a l l y ,  
the  m a j o r i t y  o f  s u c h  p a r t s  m u s t  be o b t a i n e d  f r o m  the o r i g i n a l  
m a n u f a c t u r e r  to m a i n t a i n  w a r r a n t i e s .

S e r v i c e s  p u r c h a s e d  b y  A R R C  i n c l u d e  e n g i n e e r i n g  e x p e r t i s e ,  
legal c o u n s e l ,  r i s k  m a n a g e m e n t  s e r v i c e s ,  a d j u s t e r s ,  p r i n t i n g  
an d b i n d i n g  s e r v i c e s ,  e m p l o y e e  c o u n s e l i n g  s e r v i c e s  and m e d i c a l  
r e f e r r a l  s e r v i c e s .  To the g r e a t e s t  e x t e n t  p o s s i b l e  and
a v a i l a b l e ,  t h e s e  s e r v i c e s  ar e o b t a i n e d  t h r o u g h  c o m p e t i t i v e  
p r o c u r e m e n t  p r a c t i c e s .  In m o s t  c a s e s  t h e s e  s e r v i c e s  ar e
o b t a i n e d  f r o m  the local ma r k e t .

52. P r o v i d e  a c o p y  of the 1985 b u d g e t  of th e ARRC.

R e s p o n s e : A t t a c h e d  (1985 B u d g e t  P r e p a r e d  by F e d e r a l
R a i l r o a d ) .

53. P r o v i d e  a c o p y  of the 1986 b u d g e t  of the ARRC.

R e s p o n s e : At ta c h e d .

54. P r o v i d e  a c o p y  of the p r o p o s e d  1987 b u d g e t  of th e AR RC.

R e s p o n s e : At ta ch ed .

55. To the e x t e n t  it is not c l e a r l y  r e f l e c t e d  in th e a b o v e  
bu d ge ts , s t a t e  the p e r c e n t a g e  of t ot al  b u d g e t  and  d o l l a r  a m o u n t  
for e a c h  y e a r  i d e n t i f i e d  a b o v e  e x p e n d e d  on or a l l o c a t e d  to:

— a d m i n i s t r a t i o n  of the A R R C
— t ra v e l  e x p e n s e s  for e x e c u t i v e  level e m p l o y e e s  
— s a l a r y  lev el s for e a c h  e x e c u t i v e  level e m p l o y e e  
— f r i n g e  b e n e f i t s  for e x e c u t i v e  level e m p l o y e e s

R e s p o n s e :

P e r c e n t a g e

1985 1986 1987

21.9 20.5 19.2 a d m i n i s t r a t i o n  o f  the A R R C
0.5 0.8 0.5 t r a v e l  e x p e n s e s  (total m a n a g e m e n t )

11.9 H - 8 _  s a l a r y  of n o n - r e p r e s e n t e d  e m p l o y e e s

T h o u s a n d s  o f  D o l l a r s

1985 1986 1987

13,209 11,909 10,826 administration;of theijARRC . . ;j
322 450 . .<300 ‘ travel expenses'(totalvmanagement) !

6,919 6,668 -salary of non-represented employees

A b o v e  p e r c e n t a g e s  a r e  a p p r o x i m a t e .
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S a l a r y  L e v el s *:

<r

Jb:

R a n g e

$ 1 2 5 , 0 0 0

$ 7 0 , 0 0 0 - 9 2 , 0 0 0

$ 5 8 , 0 0 0 - 6 4 , 0 0 0

$ 2 2 , 0 0 0 - 5 3 , 0 0 0

N u m b e r  of 
P o s i t i o n s

1

16

40

56

P o s i t i o n

P r e s i d e n t / C E O

V i c e  P r e s i d e n t s  and 
D e p a r t m e n t  M a n a g e r s  

(3 levels)

M i d  Le ve l M a n a g e r s  
(3 levels)

F i r s t  Level M a n a g e r s  
a n d  P r o f e s s i o n a l  
S t a f f

* I n f o r m a t i o n  o n l y  for F e b r u a r y  1987; p r i o r  y e a r s  h a v e  not yet 
b e e n  c o m p i l e d .  Ple as e a d v i s e  if this is n e e d e d .

56. W h a t  wa s  the final net p r o f i t  or los s of  the A R R C  in 
1985, 1986, and p r o j e c t e d  for 1987?

R e s p o n s e :

1985

7 , 1 3 3

1986

T h o u s a n d s  of D o l l a r s

1987

(1,500)
E s t i m a t e d

Loss

354
E s t i m a t e d

In com e

57. W h a t  p e r c e n t a g e  of th e A R R C ' s  i n c o m e  for c a l e n d a r  
y e a r s  198 5 and  1986 w a s  d e r i v e d  f r o m  p a s s e n g e r  and f re i g h t  
o p e r a t i o n s ,  and  h o w  m u c h  f r o m  rail lan ds ?

R e s p o n s e :

I n c o m e
1985

42.6
57.4

1 0 0 .0

R e v e n u e
1985

93.6
6.4

100.0

P e r c e n t a g e

In c o m e  R e v e n u e
1986 1986

91.9 (440.0) - Passenger and Freight
9.1 *, 340.0 - Real Estate

100.0 U&.- t. . 1 0 0 . 0 ~-:£Eotal Percent
. *.\ * » • • * • • •*.,*, ; . • ■ .

v ••• 7? * >• •. •
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58. What was the actual dollar effect of the reduction of 
inventory (as described in the Performance Audit dated July 28, 
1986) undertaken by the ARRC in 1985 and in 1986 on the figures 
identified in response to the above question?

R e s p o n s e :

B a l a n c e  ( Mi ll io ns  of D o l l ar s)

1 - 0 6 - 8 5  1 2 - 3 1- 85  6 - 3 0 - 8 6

7.5 4.6 4.6

* I n v e n t o r y  w a s  r e v a l u e d  d u r i n g  1985 to c o m p e n s a t e  for o b s o l e t e  
i t em s as w e l l  as re m ov e from i n v e n t o r y  t h os e i t e m s  of no value.

59. W h a t  d o l l a r  amu at, i n c l u d i n g  a l l o c a b l e  o v e r h e a d ,  w a s  
s p e n t  d u r i n g  e a c h  year oi o p e r a t i o n  b y the A R R C  on

— m a n a g e m e n t  of rail lands
— p r o v i s i o n  of p as s e n g e r  and f r e i g h t  s e r v i c e  
— o t h e r  o p e r a t i o n s  (describe)

R e s p o n s e :

T h o u s a n d s  of D o l l a r s

1 98 5 1986

500 650 M a n a g e m e n t  of rail l a n ds  ( es ti ma te d)
5 9 , 6 0 1  57 ,2 42  P a s s e n g e r  and f r e i g h t  s e r v i c e

3 7 0 2 L



E X H I B I T S

R e s p o n s e  to Q u e s t i o n  No 
E x h i b i t  A

. 8

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  B

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  C

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  D

10

27

M a r k e t  A n a l y s i s  to E s t a b l i s h  F a i r  
M a r k e t  R en t a l  R a t e  A p p l i c a b l e  to 
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  L e a s e d  
L a n d s  —  M a r c h  1986, P r e p a r e d  b y 
F r a n k l i n  M. King, Jr., MAI,

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  
Long T e r m  L e as e P o l i c y

A l a s k a  R a i l r o a d  C o r p o r a t i o n  
A p p r o v a l  A u t h o r i t y  Guide, M a y  1985

R u l e  4 - P u b l i c  D i s c l o s u r e  of
I n f o r m a t i o n

R e s p o n s e  to Q u e s t i o n  No. 
E xh i b i t  E

37

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  F

39

R e s p o n s e - t o  Q u e s t i o n  No. 
E x h i b i t  G

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  H

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  I

R e s p o n s e  to Q u e s t i o n  No. 
E x h i b i t  J

47

52

53

54

O p e r a t i n g  C i r c u l a r  No. 37 
E n g i n e e r i n g  B u l l e n t i o n  No. 8 7-0 1 
P o l i c y  for M o o s e  T h a t  H a v e  B e e n  
S t r u c k  By  T r a i n s

A r t i c l e  f r o m  A l a s k a  F i s h  $ G a m e  
" W h e n  M o o s e  and T r a i n  Me et: 
A v o i d i n g  C o l l i s i o n s  on the A l a s k a  
R a i l r o a d "  by J a c k  C. D i d r i c k s o n  
a n d  R a y m o n d  J. K r a m e r

R e s o l u t i o n - - N o .  85-5: R e l a t i n g  to
t h e  p o l i c y  of  H i r i n g  A l a s k a  
R e s i d e n t s

1 9 8 5  B u d g e t  P r e p a r e d  b y  F e d e r a l  
R a i l r o a d

1 9 8 6  B u d g e t

1 9 8 7  A p p r o v e d  O p e r a t i n g  and 
C a p i t a l  B u d g e t

3719L



M A R K E T  A N A L Y S I S  T O  E S T A B L I S H

f a i r  m a r k e t  r e n t a l  r a t e

n P P L I C A B L E  T O  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  

L E A S E D  L A N D S  —  M A R C H  1 9 8 6

P R E P A R E D  F O R :

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  
L a r r y  J. H o u l a ,  A s s t .  V . P .  

R e a l t y  P o l i c y  & P l a n n i n g

P R E P A R E D  3 Y :

F r a n k l i n  M. K i n g ,  J r . ,  M A I  

E x e c u t i v e  V i c e  P r e s i d e n t  

R e a l  E s t a t e  S e r v i c e s  C o .

Rea/ estate Services Company



T A B L E  O F  C O N T E N T S

P n e  No.

C e r t i f i c a t i o n  i

S t u d y  O b j e c t i v e  2

S c o p e  o f  I n v e s t i g a t i o n  2

M a r k e t  D a t a  A n a l y s i s  4

L e a s e  R a t e  R e c o m m e n d a t i o n s  3

Y i e l d  A n a l y s i s  1 0

S y n o p s i s  o f  L a n d  L e a s e s  - P r i v a t e  S e c t o r  1 2

S t a t e  o f  A l a s k a  L a n d  L e a s e s  25

M u n i c i p a l i t y  o f  A n c h o r a g e  L a n d  L e a s e s  28

C i t y  o f  C o r d o v a  L a n d  L e a s e s  30

F a i r b a n k s  N o r t h  S t a r  3 o r o u g h  L a n d  L e a s e s  3 1

C i t y  & 3 o r o u g h  o f  J u n e a u  L a n d  L e a s e s  33

C i t y  o f  K e n a i  L a n d  L e a s e s  34

C i t y  o f  S e w a r d  L a n d  L e a s e s  36

A D D E N D A :  T a b b e d

A R R  L o n g - T e r m  L e a s e  P o l i c y

A p p r a i s e r ' s  Q u a l i f i c a t i o n

Real Estate Services Company



C E R T I F I C A T I O N

I cert ify  that, to the best of my kn owledge and belief,...

—  the state me nts  of fact co nt ai ne d in this report are true and 
correct.

2- —  the reported analyses, opinions, and c o n c l u s i o n s  are limited 
o n l y  by the r e p o r t e d  a s s u m p t i o n s  and l i m i t i n g  c o n d i t i o n s ,  
and ar e my p e r s o n a l ,  u n b i a s e d  p r o f e s s i o n a l  a n a l y s e s ,  
opinions, and conclusions.

3.—  I h a v e  no p r e s e n t  or p r o s p e c t i v e  i n t e r e s t  in the p r o p e r t y  
t h a t  is the s u b j e c t  of t hi s r e p o r t ,  and I h a v e  no p e r s o n a l  
interest or bias with respect to the parties involved.

4 .—  my c o m p e n s a t i o n  is not c o n t i n g e n t  on an a c t i o n  or e v e n t  
r e su lt in g from the analyses, opinions, or c o n c l u s i o n s  in, or 
the use of, this report.

5 . —  my analyses, opinions, and c o n c l u s i o n s  were d e v el op ed , and 
th i s r e p o r t  has b e e n  p r e p a r e d ,  in c o n f o r m i t v  w'ith the 
r e q u i r e m e n t s  of the C o d e  of P r o f e s s i o n a l  E t h i c s  and the 
Sta ndards of P r o f e s s i o n a l  Pra ct i ce  of the A m e r i c a n  Institute 
of Real Estate Appraisers.

6 . —  the use of this report is su b jec t to the req ui re me nt s of the 
A m e r i c a n  I n s t i t u t e  of R e a l  E s t a t e  A p p r a i s e r s  r e l a t i n g  to 
review by its duly au th or ize d re pr esentatives.

7 .—  I am c u r r e n t l y  c e r t i f i e d  u n d e r  the v o l u n t a r y  c o n t i n u i n g  
e du ca ti on  p r o g r a m  of the A m e ri ca n Instit ute  of Real Estate 
Appraisers.

Real Estate Services Company



S T U D Y  O B J E C T I V E

The o b je c t i v e  of this study is to es tim at e the curr en t "fair 
m a r k e t  rental rate" a p pl ic ab le  to lands leased under the terms 
and co nd it ion s of the Al as k a  Railroad Co r po ra ti on 's  newly- 
drafted, L o n g - T e r m  Lease Policy. The es tim at ed  rental rate (a/k/a 
lease rate) is to be app lie d to the ma r k e t  value of land (fee 
simple interest) to de te r m i n e  the an n ua l  rent payment. A copy of 
the L o n g - T e r m  Lease Po li cy is included in the adde nda  to this 
report.

SC OP E OF IN VE S T I G A T I O N

The ap pra is er reviewed the A R R  L o n g - T e r m  Lease Policy and, for 
c o m p a r i s o n  purposes, secured in fo rma tio n on land leases 
th r oug ho ut the State. The c o m p a r a t i v e  lease data are di v i d e d  into 
p r i v a t e  and p ub l i c  sector categories.

P r i v a t e  Sector Leases:

Dana was g a t he re d on over 50 land leases betw ee n private parties. 
A b r e a k d o w n  of the leases by locale is: A nc h o r a g e  - 46%; J un e a u  - 
23%; Fai rb an ks  - 17% and; other areas - 14%. When  possible, the 
ap pra is er  reviewed the lease i ns tru me nt but, in some cases, it 
was n ec es sa r y to rely on int erviews of the parties and prior 
"write-ups" by other appraisers. A tabular summary of the priva te  
sector lease da t a is set forth later in this report. A d d i t i o n a l  
details, leases co pie s,e tc ., are on file.

P u b l i c  Sec tor  Leases:

V ar i o u s  pu bli c en tit ies  have active land leasing p rog ram s and 
i n fo rm at io n  on same was o b t a i n e d  through interviews and review of 
lease documents. Data sources included: State of Alaska
(Department of Na tu r al  Res ources); M u n i c i p a l i t y  of Anchorage; 
Ci ty  of Cordova; Fa ir b a n k s  No rth  Star Borough; City & 3o ro ug h of 
Juneau; City of Kenai and; City  of Seward. A  summary of per ti ne nt  
p u b l i c  sector lease data  is co nt a i n e d  later in this report.
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S U M M A R Y  OF L A N D  L E A S E  R A T E S

Pr i v a t e  Sector Land Leases

Le as e
No.

Rent 
As % 
FM V

Eff.
Date

A-l 10.0% 7-85
A - 2 7.0% 1-34
A - 3 9.0% 6-84
A - 4 10.0% 7-84
A-5 10.0% 9-84
A - 6 8.0% 1-34
A-7 7.6% 3-84
A-a 8.0% 1-84
A-9 5.8% 3-83
A - 10 8.4% 3-33
A-ll 10.5% 9-83
A - 12 14.0% 8-83
A-13 9.0% 3-83
A - 14 10.0% 12-81
A - 15 13.0% 8-81
A-lo 10.0% 4-81
A-17 12.0% 4-31

Range of Lease Rates
A v e r a g e : 
Median: 
M o d e :

Le as e
No.

Rent 
A s  % 
FMV

Eff.
Date

A-l 8 9.0% 7-81
A-19 10.0% 9-79
A-20 8.0% 8-79
A-21 8.5% 6-78
A-22 8.0% 6-77
A - 2 3 8.0% 10-75
A-24 9.0% 4-73
F-l 10.0% 8-84
F-2 10.0% 7-34
F-3 10.0% 3-84
F-4 12.0% 1983
F-5 9.8% 10-82
F-6 13.0% 10-82
F-7 7.0% 1983
F-8 5.3% 2-78
F-9 7.7% 1978
J-l 12.0% 1-86

5 . 3 % ---
9.5%

10.0%

14.0%

10.0%

Rent
L e a s e  As % Eff.
No. F M V  Date

J-2 10.0% 11-35
J-3 9.0% 12-84
J-4 10.0% 5-34
J-5 9.0% 7-33
J-6 10.0% 3-33
J-7 11.0% 9-32
J-3 8.0% 11-32
J-9 11.0% 1-79
J-10 10.0% 10-78
J-1I 9.0% 9-76
J-12 8.0% 4-72
0-1 6.3% 9-84
0-2 12.0% 11-84
0-3 i0.0% 4-83
0-4 8.0% 3-33
0-5 10.0% 10-33
0-6 10.0% 7-81
0-7 10.0% 12-31

(Eff. 1981 - 86) 
(Since late 1 9 7 0 's) 
(Since raid-1970's) 
(7-84)

(Since m i d - 1 9 6 0 's) 
(Since raid-1970!s)

Pu bli c Sector land leases

State of A la s k a  (DNR) 6.0%   15.0%
Muni, of An cho r ag e (Port) 8.0% ----  10.0%
C i t y  of Cordova 9.0%
F a i r b a n k s  N. Star Bo ro ugh  10.0%
C it y & 3orougn of Ju n e a u  9.0% ----  12.0%
Ci t y of Kenai 6.0%
City of Seward 8.0%
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M A R K E T  D A T A  A N A L Y S I S

L e a s e  Rates:

P r iv at e sector annual ground rents tend to be set wi th i n  a range 
of about 5% to 14% of fair ma rke t value (FMV) as d e p ic te d on the 
facing page. The mean of the sample consi der ed  in this study was 
9.5% and tw o- thi rd s of the priv ate  sector leases were at 8% to 
10% of FMV. Ne ar ly all of the leases involved c om m e r c i a l  sites.

Unlike p r iv at e sector lease rates which are n or mal ly  det er mi ne d 
through op e n - m a r k e t  negotiations, public sector rates are most 
of te n est abl is he d by appraisal. Not surprisingly, the indicated 
lec.se rate range of 6% to 15% cl os ely  a pp ro xim at es that of the 
p ri va te  sector. This range is de mo ns t ra te d by S tat e D ep a r t m e n t  of 
Na t u r a l  Res our ce s (DNR) leases but, narrows when one co nsiders 
that the low-end rates are appl ica bl e to re sid en ti al  and r e c r e a­
tion lands and the high-end rates are for 25-year fixed rent 
l e a s e s .

It should also be noted that: (1) Al l but one of the Port of
A nc h o r a g e  leases are at 9% to 10% of FMV; (2) The most  recent 
lease rates for City & 3or ou gh of Jun eau  lands are at 10% and; 
(3) The C i t y  of Kenai d e li be ra te ly  m ai nt ai n s a re la tiv el y low 
lease rate of 6%.

F r o m  all indications, lease rates are not lo ca ti on a l l y - s e n s i t i v e  
but are fairly u n i f o r m  in range around the State. Th er e is also 
an ap pa ren t u n i f or m it y of rates over the past 10 or so years.

L e as e Term:

The stand ard  A R R  l on g- te rm  gr oun d lease will be for 35 years 
(longer peri ods  ma y  be n e g o t i a t e d ) . Exc luding five s h o rt -t er m  
leases (1 to 5 y e a r s ) , the private sector leases have an average 
term of 53.71 ye ars (including op t io na l renewal periods), with a 
m e di a n  and mode of 50 years. The public sector lease terms were:

The five oriva te  s h o r t - t e r m  leases de mon str at e lease rates of: 
7.6% (A-l); 8.4% (A-10); 10.5% ( A- l l ) ; 10% (A-14) and; 7% (F-5).
These  rates are in the cent ral  data range and there is no 
ev id enc e that the term of lease has a m e a su ra b le  impact on the 
se l ec t i o n  of a lease rata.

State of A la s k a  (DNR) 
Port of A nc h o r a g e  
City of Co rd ov a 
Fai rb an ks  N. Star Bor. 
City & 3or. of Jun ea u 
C it y of Kenai 
Cit y of Seward

25 —  55 yrs.
19 —  61 yrs., typ. 50 yrs
20 yrs.
50 yrs.
35 yrs.
55 —  99 yrs.
30 yrs. typically
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Rent A d j u s t m e n t  Method:

The standard AR R lease will pr ov id e for rent adjus tme nt s at 5- 
year intervals based on a pp ra i s a l  of fair ma rke t rental value. 
Rent revisions are to be regula ted  by a rent "floor" d e t er m in ed  
by cha nge s in the CPI (All Ur ban Co nsu me r s - U.S. Ci tie s Average) 
and a rent "ceiling" or "cap" es tab l is he d through negotiation.

Ne a r l y  on e- hal f of the pr iv ate  sector l o ng -t er m leases (confirmed 
cases) call for rent ad jus tm e nt s at 5-year intervals. The others 
var ied  with the fre qu enc y of rent a dj us tme nt s ranging from 
an nu all y to as s el d o m  as 10-year intervals. Rent floors were 
ty pic all y set at pr ior rent amounts, although there were a few 
leases spec if yin g m i n i m u m  annual increases of 5%. Several of the 
leases have rent caps w he re by  m a x i m u m  rent is de t erm ine d by an 
an nual perce nta ge  increase in the pre vi ou s rent. The m ax imu m
rates of increase ranged from 4% to 15%/year with the average
being 3.74%.

Most of the priv at e sector, 5-year adju sta bl e leases provide for 
rent revisions in line wi th  CPI vari ati ons  and a lesser number 
call for a dj u st me nt s based on reappraisals. Since land value 
ap p re c i a t i o n  has u su al ly  e x c ee de d inflation in mo s t Ala ska n 
cities, it would se em  rea so na bl e for re app r ai sa l leases to c a r r y  

lower rental rates than those of indexed leases. This is 
su pported by a m a tc he d pair of leases (A-2 and A-5) which are 
similar ex cep t that the former is a re ap pr ai sa l lease with a 
going in lease rate of 7% and the latter is an indexed lease with 
a rate of 10%. As can be ex pe ct e d of an imperfect market, paired 
leases 0-2 (reappraisal with 12% rate) and 0-3 (indexed with 10% 
rate) are contrad ic tor y.

The data are also in co ns is ten t with respect to rent caps (see A-l
vs. A-2, A-6 vs. 0-2 & A - 5 vs. A-18) but, all other things being
equal, a lease with r e a s on ab le  limits on po ten ti al  rent increases 
should reflect a higher going in rate than one w i th o ut  limitations.

All of the pu bl ic  sector leases surveyed call for pe ri od ic  rent 
ad jus tm en ts  based on r e ap pr ai sa ls  and this is pr e do m i n a n t l y  done 
at 5-year intervals. The newer State DNR  leases do not provide 
for rent a dj ust me nts  du rin g the first 25 years and, predictably, 
their lease rates (9.5% to 15%) are no rm all y higher than rates 
for leases that are upda ted  to ma rk et  rent levels on a more 
freque nt basis. R e l a t i v e l y  few of the pu bl ic  sector leases in­
clude rent floors or caps.

Le s se e Expenses:

L o n g - t e r m  land leases are u s u al ly  structured so that lessees pay 
all p ro pe rty  expenses, i.e., land rent is net to the lessor. This 
is true of all the p ub l i c  sector leases surveyed and also of over 
30% of the p r iv at e sector leases (confirmed c a s e ? ) -
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The standard A R R  lease will require lessees to pay all pr ope rt y 
expenses and, as such, fits the m a r k e t  norm.

S ubordination, A  s ig nm e n t  & Subleas in g:

The standard AR R lease will not per mit  su bo rd i na ti on  of the 
l e s s o r 1 interest (leased fee estate) but will allow as s ig nm en t 
and subleasing with lessor approval. T he se  are typical features 
as over 80% of co nfirmed pr iv ate  sector leases do not prov id e for 
s ub ord ina ti on and 97% allow a s s ig nm e nt  and subleasing. Those 
leases allowing s u b o r di na ti on  to lessee financing exhibit lease 
rates ranging from 8% to 10% with an average rate of 8.6%. These 
rates seem low c on si der in g the added risk no rma lly  associated 
with subordination. However, it is re cognized that there are 
factors blended into the rates.

Public sector leases do not allow s u b o r d in at io n of the leased fee 
but usually permit a s s i gn me nt  and subl ea sin g with lessor consent:.

Opt ion  to Purchase:

The ARR standard lease will not provi de the lessee with  an option 
to purchase the premis es  and, as would be expected, this is 
norma lly  true of pub li c sector leases. In those confirmed 
instances, 75% of pr iv at e sector leases do not include an option 
to purcha se either.

Al t ho ug h the sample data are inc on clu siv e on this point, it would 
seem that an op ti on  to pu rc h as e should rot affect lease rates if 
the price is at cu rr en t mar ke t value. Other prices and unusual 
purchase terms could ju sti fi abl y in flu en ce rental value.

Rev er sio n of Le s se e Im provements:

A bo ut  86% of the con fi rme d re ver sio n c la use s in the long-term 
priv ate  sector leases p ro vid e that either the improve men ts  revert 
to the lessor upon e x p ir at io n of the lease or the lessor may opt 
to remove same at lessee's expense. Notably, in these instances, 
the lease term (including renewal periods) a p pr ox im a te s or ex­
ceeds the economic life e x p e ct an cy  of the improvements. This is 
also true in those few instances where the lessee has the option 
of removing the improvements.

Pub lic  sector reversi on  clauses vary, but mo st  fr eq ue nt ly  call 
for tenant removal of improvements. Here again, lease periods are 
g e ne ra ll y scheduled to approxi ma te ant ic i pa te d I mp ro ve me nt  
economic life.

The A R R 1s standard reversion cl a us e  p ar a l l e l s  that of the typical 
private lease in t h a t ,n .... Lessor may, at its option, become tne 
owner of all improvements located on the d em ise d premises, or may 
require lessee, at the expense of l e s s e e , to remove, i a m o l i c h , or 
o t he rw is e dispose of such i m p r o v e m e n t s . . . . 11.
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Ass u mi ng  that: (1) AR R lease p er iod s will be nego tia te d to c o i n­
cide  wit h the no rm al  us efu l life of lessee imp rovements and; (2) 
Salv age  value will tend to be off set  by the cost  of removing 
improvements; then neither lessor nor lessee would benefit or 
lose from re ten tio n of the improve men ts  upon ex pi ra ti on  of the 
lease. Accordin gl y, lease rates would not be me a s u r a b l y  affect ed 
by the re ver si on clause.

Condemnation Clause:

Priv ate  and pu bli c sector leases ty pic al ly prov ide  for awards 
based on the r es pec ti ve interests of the part ie s and, at a m i n i­
mum, entitle lessees to awards for their improvements. The e m i­
nent do m a i n  pr o v i s i o n s  of the A R R  lease are not unusual in that 
they speci fy  lessee c o m p e n s a t i o n  to be go ver ne d by State law.

Arbitration:

The A R R  lease provid es  for binding ar bi tr a ti on  of disputes
involving rent revisions, c o n d e m n a t i o n  aspects and as signments of 
le ss ee' s interest. Only 37% of the private sector leases
(confirmed instances) a ll ow for some form of a rb it ra ti on  and
pu b li c sector leases do not no r ma ll y include a r b i t ra ti on  clauses.

A r b i t r a t i o n  is no rm al ly  a less ex pe ns iv e me tho d of settling
d i s pu te s than li ti g a t i o n  and, as such, can be ne fit  both landlord 
and tenant. Unfor tun ate ly , the sample data are mixed as to the 
ef f ect s of a r b i t r a t i o n  p r o v is io ns  (see A-2 & A-3 vs. A-6 and also
A-13 vs. 0-3). Even though there is no q u a n t i f i a b l e  market
support, it seems re as on ab le  that a small lease rate prem ium
wo uld accrue to an a r b i t r at io n cl aus e like that of the A R R  lease.
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L E A S E  R A T E  R E C O M M E N D A T I O N S

A l t ho ug h land leases con st i tu te  a large part of the market in 
some areas of the country, their limited use in A la s k a  makes it 
di f fi c u l t  to q u a n t i f y  d i f f e r e n c e s  in specific cond iti on s and 
pro visions. However, in spite of mar ke t irregularity, there is a 
re l at ive ly  un if orm  range of lease rates around the State.

P r iv at e sector leases that are most  c o m pa ra bl e to the standard 
A R R  lease are as follows:

L e as e No. Rate C o m p a r a b i l i t y

A - 6 3.0% Most similar
A-2 7.0% Very similar but no arbitr at ion
A - 3 9.0% Ve ry similar but no ar bi tra tio n
0-2 12.0% Ve r y similar but no rent cap
0-5 10.0% Very similar but no rent cap
0-6 10.0% Very similar but no rent cap
A-l 10.0% Very similar but no rent cap or

ion
A v e r a g e = 9.4%

Th ese  leases ep ito mi z e ma rke t im per fe cti on  and, interestingly, 
their ave rag e rental rate is nea rly  the same as the average of 
the total pr iv a te  sector sample.

B as ed on analy sis  of private and pu b li c sector leases, a fair
rental rate for A R R  l on g - t e r m  leases would be at 9% to 10% or,
say, 9.5% of market value. This lease rate is considered 
a p p r o pr ia te  for all railb elt  locales from Seward to Fairbanks 
(locational vari ati ons  in land rents would, of course, be a 
f un cti on  of land v a l u e ) .

This  rate is based on the a s s um pt io n that: (1) Lease perio ds will 
be neg ot ia te d to co in ci de  with ec ono mi c lives of lessee impro ve­
ments; (2) The cost of removing such impro-eraents at the end of a 
lease will  be of fs e t  by their salv age  value and; (3) Rent caps 
wi ll  be n e go tia te d to limit rent increases to 5% to 10% per year.

It is re co gni ze d that met h od s of le ase hol d taxation vary within 
the State and those jur isd ic t io ns  utilizing va lua ti on  of 
" po ss es so ry  interests" tend to be more cos tly  to lessees of tax-
ex emp t lands than those that rely on ap pra is al of "rent savings".
Ne v ert he les s, the re com me nde d lease rate of 9,5% is co nsidered 
a p p r o p r i a t e  regardless of taxation me t ho d since it is cons ist en t 
with the ma r ke t norm, i.e., land rents are typ ic all y net to the 
lessor with  the tenant being res po ns ib le  for ail proper ty 
o pe r a t i n g  expenses.
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O n go in g inflation and land value increases over the term of most 
leases result in internal rates of return (IRR) or yield rates in 
ex c es s of actual lease rates. Th re e po ss i bl e sc ena rio s involving 
an A R R  lease with  a fair mar ke t rental rate of 9.5% are as 
follows:

Ass um pt io ns : (1) Initial Land V al ue  = $100,000
(2) Le ase T e r m  = 35 Years
(3) R e v e r s i o n  Va lue of Le ss ee  Im pr ov em ent s = 0

Y I E L D  A N A L Y S I S

1st
2nd
3rd
4 th
5 tn 
5 th 
7 th 
Land 
End

Yrs.
II
II

If

II
II

R e v e r . 
35 t h Yr

E XA MPL E A 
In flation & Land 
Apprec. @ 3%/Yr. 
(compounded)

An nu al  Rent

! 9,500
11,013 
12,767 
14,800 
17,157 
19,390 
23,053

281,386

E X A M P L E  B 
Rent Ca p £ +25% 
Over Prior Amt.
St Land Apprec. 3 
5%/Yr. (comp.)

An nu al  Rent

$ 9,500
11,875 
14,344 
13,555 
23,193 
23,992 
36,240

551,602

E XA MPL E C 
Rent Cap § +50% 
Over Prior Amt.
& Land Apprec. § 
10%/Yr. (comp.)

An n ua l Rent

$ 9,500
14,250 
21,375 
32,063 
43,094 
72,141 

108,211

2,310,244

Y I EL D = 12.01% 13.42% 17.05%

E x a m p l e  A is believed to be on the c on se r v a t i v e  side as annual 
inf la ti on  has been closer to 4% since 1982 and is forecast at 
3.7% for 1986 (see ch art on facing page). E xa mpl e C could be more 
r e p r e s e n t a t i v e  of yield on urban lands such as those in Anc ho rag e 
w he re the average co mp o un d rate of a p p r e c i a t i o n  for comm erc ia l 
and i n d us tr ia l sites was 10.0% and 8.7%, respectively, over the 
pa st  ten ye ars (per survey data pu bl i s h e d  an nu al ly  by our f i r m ) .

P r e- ta x yi eld s in the range of 12% to 17% for A R R  leases would 
c e r t a i n l y  be in line with returns on c o m p e ti ti ve  investments:

R ea l Es ta te  
Yi eld

4th Q t r .*85 3rd Qtr.' 35 2nd Qtr.'85 4th Qtr.'34

12.75-15% 12.75-15% 12.75-15% 13-15.5%

Bond Yie lds  
Corp.(Aaa) 
Corp.(A)

December

10.16%
11.19%
n  ̂ *• r*
i.X « .‘O "•*

Se pte mbe r

11.07%
11.99%

june

10.94% 
11.98% 
12.40%

December

12.13%
12.92%

i "i vJ "o
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T h e  r e a l  e s t a t e  y i e l d s  a r e  o n  a p r e - t a x  b a s i s  a n d  a r e  p u b l i s h e d  

b y  R e a l  E s t a t e  R e s e a r c h  C o r p o r a t i o n .  T h e y  p r i m a r i l y  r e f l e c t  I R R  

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

o f f i c e  b u i l d i n g s ,  i n d u s t r i a l  a n d  R & D  f a c i l i t i e s ,  a n d  l a r g e
a p a r t m e n t  c o m p l e x e s .

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

M o o d y 1s B o n d  S u r v e y . R e a l  e s t a t e  c a p i t a l  r e q u i r e s  g r e a t e r  y i e l d s
t h a n  c o r p o r a t e  b o n d s  d u e  t o  r e l a t i v e  r i s k  f a c t o r s .
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ANCHORAGE AREA
No. A-l No. A-2 No. A-3 No. A-4 No. A-5 '!

Lessor/lessee Sanchis/Fifth ft 
"F" Bldg. Corp.

Murray f> Scott/ 
Hacheff ft Bright

Korpi/Newcoro
Partnership

Tsakres/Kakaras 'Ibpi>c.:s Oil/North- 
shoro Partnership

Land Area/Use 41,914 s.f./Bank- 
off ice bldg.

2 acres/car wash 29,247 s.f./ 
office bldg.

30,250 s.f./Retail 
bldg.

10,000 s.f./Cbn- 
venierce store

Lease Date 9-1-05 1-16-84 6-7-04 10-1-84 12-1-04

Term 25 years 25 years 75 years 55 years 25 years

Renewal Cation Three (5 yrs. ea.) None None One (55 yrs.) Four (5 yrs. ea.)

Annual Rent 
Effective Date

$1.55/s.f. 7-85 $.69/s.f. 1-04 $1.37/s.f. 6-84 $.79/s.f. 7-84 $2.40/s.f. 9-84

Rent Basis 10% FMV (est.) 7% FMV (stated) 9% FMV (stated) 10% FMV (est.) 10% FMV (est.)

Rent Adjustment @ 5 yr. intervals. 
Greater of 10%
FMV or CPI

11.7% step-up after 
3rd yr.; 5th yr. ft 
every 5 yrs. there­
after by appraisal.

0 5 yr. intervals 
by agreement or 
appraisal.

5% annual ’ncrease, 
inplemented 0 3 yr. 
intervals.

CPI 0 5 yr. 
intervals.

Rent Floor/Ceiling Floor 0 prior 
rent

Limited to 50% 

increase over 
previous level

+ 50% ceiling 
on first adjust­
ment

min. '>% increase 
annually; cap 0 
8% annually.

Lessee Expenses All All All All All

Assign/Sublet Requires lessor 
consent

Requires lessor 
consent

Requires lessor 
consent

Yes (without 
lessor approval)

Requires lessor 
consent

Subordination No No No No No

Option to Purchase No No No No No

Reversion of 
luprovements

0 lessor's 
option

Removal 0 lessee's 
option

0 lessor's 
option

'lb lessor To lessor

Condemnation lessee award 
limited to 
improvements

'lypica 1. Lessee award 
limited to 
improvements

Typical. All awards 
to lessor

Arbitration Clause No. No No No lb

Other



' S B B B w  
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No. A-6
JS9s>!i- -‘: : ' i ? '
No. A-7 No. A-B No. A-9 T4cj. A-l 0

Lessor/Lessee Riendl/George 
& Ferrara

Von Wichinan/ 
Kiester, eh al

Tsakros/Chambers, Calais Co./ 
et al Saent Ltd.

Arctic Plaza/Cook 
Inlet Natives

Land Area/Use 64,825 s.f./ 33,064 s.f./Med- 39,146 s.f./strip 75,360 s.f./ 20,U0( s.f./
comnercial ical office bldg. mall ocumiercial parkir-g

Lease Date 7-1-84 3-2-84 2-1-84 3-83 3-03

Term 35 years 2 yrs. & 7 mos. 40 years 55 years yr.-to-yr.

Renewal Option Three (5 yrs. ea.) Lo*ig-term replace. Five (10 yrs. ea.) TVno (10 yrs. ea.)

Annual Rent 
Effective Date

$.56/s.f. 1-84 $1.51/s.f. 3-84 $1.07/s.f. 1-84 $1.15/s.f. 3-83 $1.26/;:. f. 3-83

Rent Basis 8% FMV (stated) 7.6% FMV (est.) 8% FMV (est.) 5.8% FMV (est.) 8.4% EMV (est.)

Rent Adjustment 0 5 yr. intervals 
by agreement or 
appraisal

10% increase in 
2nd year

Level 10 yrs.; 
then 0 5 yr. in­
tervals based on 
.8.5% of agreed value

Nego. ea. yr.

Rent Floor/Ceiling Floor @ orig. rent 
& ceiling 0 +20% 
ea. adjustment

Floor 0 initial rent; 
ceilings for 3 adjust, 
periods = 100%, 50% &
50%. No ceiling thereafter

Lessee Expenses All All All All. but taxes

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

No

Suixjrdination No No No No

Option to Purchase No No No No

Reversion of 
ligprovements

Removal 0 
lessee's cption

0 lessor's option N/A

Condemnation Lessee award 
limited to inprove- 
ments

All awards 
to Lessor

Lessee award 
limited to Inprovt- 
inents

Mo clause

Arbitration Clause Yes-condemn. No No No
Other Method of Financing Lind i ot to be



ANdUtfYCE AREA
iiYNORNlb* W  I AND LEASES - PRIVATE SWClUl

No. A-J.l No. A-12 No. A-l3

'

• ■ ,
N (3. A-l 4 '*>. A-15 •1 r- ~4

Iiessot/Lessee Alaska Sales & 
Service/MacNutt

Dickerson/
Freeman

Bailey & Fredric 
J./Bowden

Ilickel Investment 
Co./E. Drage

CUD Real Estate 
Co. Aloud

Land Area/Use 47,475 s.f./open 
storage

18,975 s.f./Auto 
motive services

75,111 s.f./off ice 
condos.

Service station 25,000 s.f./Fast 
Fool Restaurant

Lease Date 9-1-83 8-8-83 3-30-83 12-4-81 11- 15-81

Term 1 year 45 years 75 years 5 years 45 years

Renewal Option None Three(10 yrs.ea.)

Annual Rent 
Effective Date

$.63/s.f. 9-83 $2.53/s.f. 8-83 $1.92/s.f. 3-83 $19,440/12-81 $l.!>6/s.f. 8-01

Rent Basis 10.5% FMV (est.) 14% FMV (est.) 9% FMV (est.) 10% FMV (est.) 13% FMV (est.)

Rent Adjustment None @ 3 yr. intervals 
based on CPI- 
U.S. avg.

0 5 yr. intervals 
alternate % in­
crease & appraisal

17.0% increase 2nd 
yr.; + 8% ea. yr. 
therafter

Annual based 
on (TI changes 
(U.S. avg.)

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

Floor 0 5%/yr. in­
crease. Ceiling 0 
10%/yr. increase

Lessee Expenses All but taxes All All
Assign/Sublet Requires lessor 

approval
Requires lessor 
approval

Subordination No Yes No

Option to Purchase No No

Reversion of 
Improvements

N/A Removal 0 lessee's 
option

0 lessor's 
option

Condemnation Lessee award 
limited to 
improvements

Arbitration Clause No No

Otlier Land rrat to 
be built on

Use restricted 
to filling station



ANCHORAGE AREA
No. A-1G No. A-.1.7 No. A-10 No. A - l 9 No. A-2 0  "

Lessor/Lessee Chugach I lives L- 

ments/Maropix

OJympic Inc./ 

Maropix Alaska

Miller, et a l/  

T a c o  J o h n s  o f  A K

Glenn Mal l  A s s o c . /  

Fizza Hut

A n  strong/Pines 

Q)i potation

Land A r e a/Use 35,280 s.f./Fast 

Food restaurant

30,000 s.f./Fast 

Food restaurant

13,674 s.f./Fast 

Food restaurant

Fast Food rest­

aurant

48,852 s . f . /  

Par king Lot

Lease Date 4-29-81 4-1-01 7-1-01 8-1-80 0-79

Ter in 45 years 45 years 5 years 20 years 55 years

Renewal Cation T hree (5 yrs. ea.) T hree (10 yrs. ea.) O n e  (5 yrs.) '11uee(5 yrs.ea.)

Annual Rent 

Effective Date

$ 1 . 1 3 / s . £. 4-81 $1.30/s.£. 4-81 $.79/s.f. 7-81 $36,000/9-79 — / 3-79

Rent D asis 10% E M V  (est.) 12% EMV (est.) 9% F M V  (est.) 10% FMV +4% gr o s s 8% TMV (stated)

Rent A d j u s t m e n t 0 5 yr. intervals 

based o n  CPI 

(all-alaska)

Annually based 

o n  CPI-All AK

Upon renewal; 

b ased on  CPI 

change

2nd 10 yrs. set 0 

$45tVyr. (25% in­

crease) p l u s  4% of 

qross over $ 8 25 M

0 - yr. 
intervals by 

a p p r a i s a l  

va l u e

Rent Floor/Ceiling Ceiling 0 +15% 

per year

Floor 0 o r ig i n a l  

rent

Lessee Expenses All All All All All

A s s i gn / S u b l e t Requires lessor 

approval

Requires lessor 

ajproval

Requires lessor 

approval

Requi t e s  lessor 

approval

Y e s  (witlxxrt 

lessor consent)

Su b o rdination N o No Yes--w/limits

O p t i o n  to Purchase After 3 yrs 0 

MAI appraisal

N o Yes 0 sch ed u l e d  

pr ices
Reversion o£ 

luprovements
0 lessor's 

option

Cond e m n a t i o n Lessee award 

limited to 

inproveinents
Ar b i t r a t io n  Cla us e N o Yes

ocher



ANU KJ K A G E  AIU5A

i’ti'Kx. » ) ; . )  «.«• H u n t  i i '  < v . i i v »  ■ i  k i v o i i ' i  m v c i u t i
ŜBSfef

No. A-21 No. A-22 No. A - 2 3 No. A - 2 4

Lessor/Lessee Gilmore/Gain 

{< Watkins

S.S. Fuller/ 

Walsh

T u rnagain Jlold- 

ing/Gittins Const.

N U A - Ioussac/ 

5 th S. D Ltd.

Land Aren/Use 21,750 s.f./ 

apartments

87,579 s.f./mini­

storage

Office Bldg. 6,500 s.f . / c o m m­

ercial

Lease Date 6-78 6-77 10-75 4-73

T e r m 55 years 57 years 55 years 75 years

Renewal Opt i on None None None None

Annual Rent 

E f f ective Date

$ . 4 7 / s . f . 6-78 — /6-77 — /10-75 — /4-73

Rent Basis 8.5% F M V  (est. 8% FMV (stated) 8% E W  (stated) 9% FMV (est.)

Rent A d j u s t me n t 25% increase begin 

year 6. Th e n  rent 

sched. @ 8.5% of 

of val ?

Level rent for 

7 yrs. T hen every 

5 yrs. set @ 8% 

assessed value

@ 5 yr. intervals 

based o n  8% 

appraised value

Every 5 years per 

CPI

Rent Floor/Ceiling

Lessee Expenses

A s s i g n / S u b l e t Requires lessor 

approval

S ubor d i na t i o n Yes-w/cond-

itions

Yes-w/limits Yes Yes

Op t io n  to Purchase Yes @ scheduled 

pr ices

N o Yes 0 FWV Ye s @ FMV

R eversion of 

Inprovements
T o  lessor

Cond e m n at i o n

A r b i t r a t i o n  Clause Yes Yes Yes No

Other Me t ho d  of Financing



• SYNOPSIS O '  IASI) i j »v ;i - p r i v a t e  s i o c i o u

F A IRBANKS A R E A

No. F-l No. F-2 No. F-3

. *. • ;• * ■' , iV.m* ■. j •*'

No. F-4 No. F-5 !-

Lessor/lessee

Rocks tad & Bris-kie/ 

F reeman

Bentley Tr u s t /  

Li nek

Bentley T rust/ 

S a d o o

S exton/Tnoo

Bell

Alexander/First 

N a t ’l Bank

Land Area/Use 22,707 s.f . / a u t o­

motive

41,000 s.f./Fast 

Food restaurant

34,430 s.f./strip 

mal l

30,00L s.f./Fast 

Food restaurant

40,00(1 s.f ./Branch 

Ban k

Lease Date 8-84 7-84 8-84 1983 10-02

Term ~5 years 20 years 20 years 20 years 55 y ears

Renewal Option T w o  (10 yrs. ea.) T w o  (10 yrs. ea.) Hiree (5 yrs. ea.)

Annual Rent 

E f fective Date

$ . 9 0 / s . f . 8-84 $ 1 . 2 0 / s . f . 7-84 $ 1 . 2 0 / s . f . 8-84 $ 1 . 2 0 / s . f . 1903 $1.08/s. f. .10-82

Rent B asis 10% F M V  (est.) 10% FMV (est.) 10% FMV (est.) 12% F M V  (est.) 9.0% IMV (est.)

Rent Adju s t m e nt A n n u a l l y per 

CPI-Anch.

CPI every 

5 yeais

Rent Floor/Ceiling Floor § - 5% & 

ceiling @ 7.5% 

of prior rent

Lessee Expenses Al l  but taxes A l l  but taxes

A s s i gn / S u b l e t

Subordination

Op t i o n  to Purchase

R e version of 

Improvements

Condemnation

A r b i tr a t i o n  Clause

Other



F A  LI W A N K S  A RE A

No. F-6 No. F-7 No. F-0 No. F-9

Lessor/Lessee Wometoo & Lathrop
Co./Wendy's

North Star T e r m -  

mi n a l / A R O O

N e w  S tate La n ds /  

N o rthland Hub

Frontier Invest­

ors/Fred Meyer

Land Area/Use 25,000 s.f./Fast 

Food restaurant

20 acres/Opon 

storage

5.5 acres/Discount 

G r o c e r y  store

4.25 acres/retail 

store

Lease Date 10-82 1983 2-78 1978

T erm 30 years 5 years 50 years 30 years

Renewal Cation None None Five (5 yrs. ea.)

Annual Rent 

Effective Date

$ 1 . 44/s.£. 10-02 $3 , 000/ac. 1983 $.21/s.£. 2-70 $.54/s.f. 1970

Rent Basis 13% F M V  (est.) 7% F M V  (est.) 5.3% FM V  (est.)* 7.7% F M V  (est.)

Rent Adjustment Su ccessive annual 

increases o£ 20%, 

17%, 14%, & 25%.

U p  56% 2nd y r . ; 

+7.7% 4th y r . ; 

then CPI.

Rent Floor/Ceiling

Lessee Expenses Al l  but taxes Al l  but taxes All

Assign/Sublet

Subordi nation

Opt io n  to Purchase Ye s  scheduled 

prices
Reversion of 

Iiiprovements

N/ A

Condemnation

Ar b i t ration Clause

Other Land not to 

be built o n

*8.1% FMV 

2nd year

Sublease



J U N E A U  AIU?A

No. J-l No. J-2 No. J-3 No. .7-4 No. .1-5 2

L e s s o r / l e s s ee Fred M e y e r /  

Wendy/s

Smith/Freeman Fluke, et a l /  

T a o o  Bell

V a l l e y  C e n t r e  Dev. 

Co./Howard, ot al

V a l l e y  Centre 

Dev. Co./.Juneau 

M o t e l

Land A r e a/Use 28,000 s.E./Fast 

Food restaurant

34,426 s . f./auto­

motive svcs.

44,867 s.f./Fast 

Food restaurant

3.6/ac./SI top­

ping mall

69,454 s.f./ 

Motel

L ease Date 1-86 11-12-85 12-04 9-1-03 7-12-03

Te r m 25 years 35 years 35 years 55 years 30 years

Renewal Cation T hree (5 yrs. ea.) T hree (5 ; .s. ea.) O n e  (10 yrs.) T o o (10 yrs.ea.)

Annual Rent 

Directive Date

$ 1 . 8 0 / s . £. 1-86 $1.20/s.£. 1.1-85 $1.00/s.f. 12-84 $.96/s.£. 5-84 $ . 7 2 / s . f . 7-03

Rent B asis 12% FM V  (est.) 10% FM V  (est.) 9% F M V  (est.) 10% F M V  (est.) 9i FMV  (est.)

Rent A d j u s t me n t Fixed 5 yrs. +25% 

2nd 5 yrs. +20% @ 

5 yr. intervals + 

2 1/2% gross

Annually per 

CPI increase

A n n u a l l y  by 

CPI

A n n u al l y  b y  

C P I - Se a t t l e

A n n ually by 

Cf I-Senttle

Rent Floor/Ceiling Ceiling 6* 5%/yr.

Lessee Expenses All All All

Assign /S u b l e t Requires lessor 

apptoval

Re q uires lessor 

approval

Requires lessor 

acprovaI

Subord in a t i o n N o No N:-

Option to Purchase No N o N;-

Re* ersion of; 

Improvements
'lb lessor T o  lessor T o  lessor

C on d e m n a ti o n Typical A w a r d  all o c a t e d 

a c cording to law
A w a r d  allocated 

accord, to law
Ar b i t r a t io n  C lause N o N o Nj

Other Hamlwrger r est­
aurant pr o h i b i t e d



JUNEAU AREA
No. J-6 No. J-7 No. J-0 No. .7-9 No. J - 1 0  rc:

Lessor/Ijessee Smith, et a l / 

T a t h u m

V a l l e y  C entre Dev. 

Co./Smith, et al

Erwin Ent./ 

Winton, et al

Erwin Ent./ 

Fed Alaska

V alley C e n t r e  

Dev. (Vo./Alilgten, 

et al.

Land Aren/Use 15,200 s.f./mini 

storage

3.25 ac./office 

oondos

40,426 s.f./ 

commercial

7,150 s.f./ 

Branch Bank

19,41.,! s . f . / c o n­

venience store

Lease Date 8-03 9-20-02 11-1-02 1-79 J0-1-/0

Ter m 50 years 55 years 50 years 40 years 15 years

Renewal Option One (10 yrs.) On e  (10 yrs.)

Animal Rent 

Effective Date

$.84/s.E. 8-83 $ . 6 6 / s . f . 9-82 $.5 2 / s .f . 11-82 $2.49/s.f. 1-79 $.30/;.. p. l o -78

Rent Basis 10% F M V  (est.) 11% F M V  (est.) 8% FM V  (est.) 11% F M V  (est.) 10% FMV (est.)

Rent A djusbnent A n n ually by 

CPI-Seattle

Every 3 yrs. by 

CPI-Seattle

@ 5 yr. intervals 

CPI-Anch.

@ 5 yr. intervals 

CPI-Anch.

0 2 yr.

intervals, 16%
Rent Floor/Ceiling Fioor @ 

orig. rent

Floor @ 

orig. rent

Lessee Expenses Al l All A l l  bu t  land tax A l l  b u t  land tax Al l

Assign/Sublet Requires lessor 

approval

Requires lessor 

approval

Requires lessor 

approval

Requires lessor 

approval

R e q u i ;*es lessor 

approval

Subordination No No N o No

Opt io n  to P urchase No N o N o Y e s  @ sclieduled 

price--:
Reversion oE 

Improvements
T o  lessor lt> lessor T o  lessor N / A

Condemnation A w a r d  allocated 

accordinq to law
L e a s e ends. 

A w a r d  silent
Arbitr at i o n  Clause N o Yes Yes N o

O ther



JUN EA U  A R E A

liYhKiRiiS O F  I A N D  lJASKS -  p r i v a t e  s t o u t

No. No. No.
.-4
r  I

L e s s o r / l e s s e e Erwin Ent./ 

Vavalis

Sin i th/13 ros./ 

C.E. l/aveless

Land Area/Use 12,000 s. £./ 

commercial

12 acres/Sliop- 

ping center

Lease Date 9-76 4-24-72

Te r m 40 years 55 years

Renewal Option Five (10 yrs. ea.)

Annual Rent 

Effective Date

$2.04/s.f. 9-76 $ . 0 8 / s . f . 4-72

Rent Basis 9% FM V (est.) 8% F M V  (est.)

Rent Adjustment 0 5 yr. intervals 

CPI-Anchorage

Annually per 

CPI increase

Rent Floor/Ceiling Floor 0 orig. 

rent

Lessee Expenses All but land tax All

Assign/Sublet Requires lessor 

approval

Requires lessor 

approval

Subordination No N o

Op t i o n  to Purchase No Yes

Reversion of 

Improvements

T o  lessor

Condemnation

A r b i t r a t i o n  Cl a u s e  No No

Other



OllJEIt AREAS
No. 0-1 No. 0-2 No. 0-3 No. 0-4 M o  0-5 "

Lessor/Lessee Johnson/McLure Withheld by 

request

W i t hheld by 

request

Kanakanen/Spen- 

ard Builders
Cottle/Collins

Land Area/Use 6.53 a c . / c o mm­

ercial

1.37 a c . / F i sh­

ing Lodge

21 acres/ccmir- 

ercial

5 actes/Bldg. 

S upply store
/Retail 

S> off ice bldg.

Lease Date 10-20-84 11-84 4-12-83 3-83 10-1-1)3

T erm 55 years 5 years 25 years 30 years 22 1/2 years

Renewal Cation O n e  (55 yrs.) Five (5 yrs. ea.) O n e  (25 yrs.) I V o  (10 yrs. ea.) O n e  (25 yrs.)

Annual Rent 

Effective Date

$ . 2 7 / s . f . 9-84 $3,500/11-84 $ . 0 3 / s . f . 4-83 —  /3-83 $7,200/10-83

Rent Dasis 6.8% F M V  (est.) 12% E M V  (stated) 10% F M V  (est.) 8% FMV (est.) 10% FIIV (stated)

Rent Adjustment @ 5-yr. intervals 

by CPI-Anch.

@ 5 yr. intervals 

by appraisal

@ 5 yr. intervals 

CPI-Anch.

@ 5 yr. intervals 

b y  appraisal

@ 4 yr. intervals 

based o n  agreed 

value or by 

appraisal
Rent Floor/Ceiling Floor @ prior 

rent

Floor @ orig. 

rent

Floor @ 

orig. rent

Ceiling <3 10% 

per year in­

crease.

Floor @ previous 

rent level.

Lessee Expenses All All All All

Assign/Sublet Requires lessor 

& DI A  consent

Requires BI A 

approval

Re q uires lessor 

approval

Subordination No N o N o

Option to Purchase N o N o N o

Reversion of 

Iiiproveinents

@ lessee's 

o ption

IV? lessor T o  lessor L e s sor's o p t i o n  to 

retain or have re­

moved
Condemnation A ward ac cording 

to interests

A w a r d  according 

to interests

1 lessee award limit­

ed to inprovements-
Arbitration Clause Yes Yes Yes, as to rent 

dispute
Other Wasilia Bristol Bay H o u s t on  area E agle River W a s  i1 la



o w ie r  a rea s
No. 0-6

SYNOPSIS O F  I A N D  LIASES - P R I V A T E  SHClUll
- - Y .:*•••;, v . .

No. 0-7

w
i-:

m
m

---

Lessor/Lessee Cottle/Persinyer U. I.C./I1.W. 

Blackstock CO.

Land Area/Use /Retail 

& of f i c e  bldg.

— /cannercial

L ease Date 4-1-81 12-0-81

T erm 25 years 10 years

Renewal Op t io n On e  (25 yrs.) Four (10 yrs. ea.)

Annual Rent 

Effective Date

$12,000/7-81 $4,000/12-81

Rent Basis 10% FMV  (stated) 10% FM V  (stated)

Rent A dj u s t m e n t @ 4-yr. intervals 

based o n  agreed 

v a l u e or by 

appraisal

@ end of 6 yrs., 

then @ 3 yr. intervals 

agreed or appr. value

Rent Floor/Ceiling Floor @ p r e­

vious rent level

Lessee Expenses All

Assign/Sublet Requires lessor 

approval

Subordination N o

Op t i o n  to Purchase No

Reversion o£ 

Iiiprovemonts

Lessor's option 

to retain or 

have remover]

C o n d emnation Lessee award limited 

to improvements

A r b i t r at i o n  Clause Yes, as to rent 

dispute

Other Wasilia Barrow



'* HSf
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v/.T <5X 3̂ ,

S T A T E  OF A L A S K A  L A N D  LEA SE S (Dept, of Na t u r a l  Resources)

ADL#
Ge n e r a l
Lo c at i o n

Type  of 
P r o p e r t y

Le as e
Rate

Date
Set Rent A d j u s t m e n t

1318 Seward Tid el an ds 9% FMV 6-85 5-yr. intervals

19278 11 Comm. Site II II It I I  II

32266 Kodiak Ti d el an ds 8% FMV II I I  II

---------------- Fair ba nks Rural Rec. 6% FMV 6-82 II II

10 3 3 3 2 Juneau T i de la nd s 12% FMV 1-86 Fixed 25 y r s .,

203934 V aldez II 13% FMV 10-85

then 0 10 yr. 
intervals

II

101598 Ju n ea u W a t er fr on t 15% FMV 9-85 II

410040 Tok Rural Ac. 10% FMV 7-85 Fi xed for 10 yrs

100835 W r a n ge ll T id el an ds 12% FMV 8-85 Fixed 25 yrs.,

102326 Ketch ikan II i i  it 5-85

then @ 10 yr. 
intervals

II

103324 Craig II it  i i II II

74170 G l e n n a l l e n Lib. Site 13% FMV* 3-35 II

62472 F a ir ba nk s Comm. Site 9.5% FMV** 6-84 Fixed for 25 yrs

102934 J un e a u Ti d el an ds 12% FM V 4-34 i i  i i  i i  n

------- II II 15% FMV 7-32 i i  i i  i i  i i

30526 II 11 12.5% FMV 5-81 Fixed 25 vrs.,
then § 10 yr. 
intervals

* Per appraisal, Ac t u a l  rent a d mi ni st ra ti ve ly  
set at mu c h lower rate.

** Reduc ed race for remote location.

Real Estate Services Company



S T A T E  O F  A L A S K A  L A N D  L E A S E S

V a r i o u s  S t a t e  a g e n c i e s  a r e  i n v o l v e d  i n  g r o u n d  l e a s i n g  b u t ,  i n  

s o m e  c a s e s ,  r e n t s  a r e  n o t  a t  m a r k e t  l e v e l s .  F o r  e x a m p l e ,  c u r r e n t  

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

t r a t i v e l y - e s t a b l i s h e d  s o m e  1 5  y e a r s  a g o .  S t a t e  o f f i c i a l s  a r e  

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

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

a g o .  I n d i c a t i o n s  a r e  t h a t  t h e r e  w i l l  b e  a n  i n c r e a s e  i n  t h e  n e a r  

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

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

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

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  ( D N R ) . A  t a b u l a r  s u m m a r y  o f  d a t a  

f r o m  s e v e r a l  D N R  l e a s e s  is o n  t h e  f a c i n g  p a g e .

T h e  f i r s t  f o u r  e x a m p l e s  a r e  o l d  l e a s e s  e x e c u t e d  i n  t h e  1 9 6 0 ' s 

w h e r e i n  a n n u a l  l a n d  r e n t s  a r e  a d j u s t e d  a t  5 - y e a r  i n t e r v a l s  b a s e d  

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

l e a s e d  p r o p e r t i e s  h a v e  e s t a b l i s h e d  r e n t s  a t  6 %  t o  9 %  o f  m a r k e r  

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

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

r e n t s  f o r  c o m m e r c i a l  a n d  i n d u s t r i a l  g r o u n d  a r e  b a s e d  o n  r a t e s  o f  
8 %  a n d  9 % .

T h e  l a s t  t w e l v e  e x a m p l e s  a r e  n e w e r  S t a t e  l e a s e s  w h e r e i n  l a n d  

r e n t s  a r e  l e v e l  f o r  t h e  f i r s t  2 5  y e a r s  (10 y e a r s  i n  o n e  c a s e ) . 

A n n u a l  r e n t  f o r  e a c h  1 0 - y e a r  p e r i o d  t h e r e a f t e r  is s e t  a t  m a r k e t  

r e n t  b u t  c a n n o t  b e  g r e a t e r  t h a n  a 5 0 %  i n c r e a s e  i n  t h e  p r e c e d i n g  

r e n t .  A s  w o u l d  b e  e x p e c t e d ,  t h e  r a t e  r a n g e  o f  9 . 5 %  t o  1 5 %  s e t  f o r  

t h e s e  l e a s e s  is h i g h e r  t h a n  t y p i c a l  r a t e s  f o r  t h e  5 - y e a r  

a d j u s t a b l e  D N R  l e a s e s .

S o m e  o t h e r  c h a r a c t e r i s t i c s  o f  t h e  t y p i c a l  D N R  l e a s e  a r e  b r i e f l y  
n o t e d  a s  f o l l o w s :

L e as e Period:

2 5  t o  5 5  y e a r s .

Re n t A d j u s t m e n t s :

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

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

r e t u r n  o r  l e a s e  r a t e .

Re n t Fl o o r / C e i l i n g :

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

a f t e r  2 5  y e a r s .
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L e s s e e  E x p e n s e s :

A l l  e x p e n s e s  p a i d  b y  l e s s e e s  ( r e n t s  a r e  n e t  t o  t h e  S t a t e ) .  

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

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

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

O p t i o n  t o  P u r c h a s e :

N o n e .

R e v e r s i o n  o f  L e s s e e  I m p r o v e m e n t s :

L e s s e e  t o  r e m o v e  w i t h i n  6 0  d a y s  o r  l e s s o r  m a y  d i s p o s e  o f .  

C o n d e m n a t i o n :

L e s s e e  e n t i t l e d  t o  a w a r d  f o r  l e s s e e - o w n e d  i m p r o v e m e n t s .  

A r b i t r a t i o n :

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

Real Estate Services Company
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pa ri' o r  anchorage in d u s t r ia l  lots

IJ?ASE i w m  

Deccrrtjer 31, 1905

Lo t  No. Lessee Area

Current 

A n n u a l  Rent

Rental

Rate

M os t  Recent 

Adjustment

Lease

Date T e r m

ID T O T E 116,067 s. f. $.675/s.f. 10% 6-17-05 5-1-77 19 yrs., 3 mos.

2B & 3A TOTE 374,990 s. f. $.600/s.f. 10% 7-24-05 0-1-75 21 yrs.

4A Columbia

Cement

230,497 s. f. $.4 5 0 / s . f . (1) 10% 2-1-04 2-1-69 30 yrs., plus two 10 y r . options

5D-1 Sea-Land 250,263 s. f . $.347/s.f. 9.5% 12-10-00 8-1-70 21 yrs., plus 4 yr., 10 yr. op t i o n

5F-1 Sea-Land 141,490 s.f. $.525/s.f. 9% 10-1-03 9-30-63 10 yrs., plus eight 5 jr. options

6C-1 Sea-Land 422,55^ s.f. $.4 0 5 / s . f . (2) 9.5% 10-1-01 10-1-65 31 yrs., plus two 10 y r . options

6D-1 Sea-Land 303,508 s.f. $.2 9 0 / s . f . (2) 0% 2-1-00 2-1-65 31 yrs., plus two 10 y r . opti o n s

7B Te x a c o 300,559 s. f. $. 337/s.f. 10% 2-1-02 7-1-64 30 yrs., plus four 5 yrs. options

O B  S. 0C Aneliorage 

Fueling & 

Serv i c e  Co.

406,033 s.f. $ . 3 7 4 / s . f .(3) 10% 3-5-02 3-5-62 10 yrs., plus eight 5 jr. opti o n s

(1) Based o n  original unfilled condition.

(2) Includes contribution of paving.

(3) A v e r a g e amount based on $ . 425/s.f. o f  filled land (9.1 acres)

and $ . 150/s.f. o f  unfilled and easement e ncumbered land (2.06 acres)

01-051P



M U N I C I P A L I T Y  OF A N C H O R A G E  L A N D  LEA SES

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

M e r r i l l  F i e l d  A i r p o r t  a n d  t h e  P o r t  o f  A n c h o r a g e .  M e r r i l l  F i e l d  

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

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

T h e  P o r t  o f  A n c h o r a g e  s u b d i v i s i o n  is 1 0 0 %  l e a s e d  a n d  a t a b u l a r  

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

d a t e  b a c k  t o  t h e  e a r l y  1 9 6 0 ' s  a n d ,  f o r  t h e  m o s t  p a r t ,  a r e  s i m i l a r  

in c o n t e n t .  S o m e  k e y  c h a r a c t e r i s t i c s  a r e  a s  f o l l o w s :

Ren ta l Rate:

o vA n n u a l  l a n d  r e n t s  a r e  s e t  a t  8 %  t o  1 0 %  o f  f a i r  m a r k e t  v a l u e  

a g r e e m e n t  o f  the. p a r t i e s  o r  b y  a p p r a i s a l .

Lease Period:

T y p i c a l l y  5 0  y e a r s  i n c l u d i n g  r e n e w a l  o p t i o n s .

Rent Ad jus tm ent s:

A n n u a l  l a n d  r e n t s  a r e  t y p i c a l l y  a d j u s t e d  a t  5 - y e a r  i n t e r v a l s  to 

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

Rent  Fl oo r/C ei lin g:

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

Les se e Expenses:

A l l  e x p e n s e s  p a i d  b y  l e s s e e  ( g r o u n d  r e n t s  a r e  n e t  t o  t h e  l e s s o r ) .

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g / P u r c h a s e  Option:

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

A s s i g n m e n t  a n d  s u b l e a s i n g  is p e r m i t t e d  w i t h  l e s s o r  a p p r o v a l .  O p t ­
i o n  t o  p u r c h a s e  is n o t  g r a n t e d .

R e ve r s i o n  of Le ss ee  Im provements:

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

m e n t s  o r  m a y  r e q u i r e  t h e i r  r e m o v a l  a t  l e s s e e  e x p e n s e .

Conde mn ati on :

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

i m p r o v e -
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Not  p r o vi de d for in leases but, lessees may ap Dea l rent increases 
to the Port Commission.

Arbitration:
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C I T Y  O F  C O R D O V A  L A N D  L E A S E S

The City  of C or do va  has about 15 acres of i nd us tri al  land under 
lease. This gro un d is s ub div ide d into 15,000 to 30,000 s.f.+-
lots and leased to various parties. Anot her  17 acres is ex pe cte d 
to be av ail ab le for lease in 1986. A s um ma ry  of lease data is as 
follows:

Ren ta l Rate:

An nu al  land rents are set at 9% of assess ed  value as determined 
by c on tra ct  assessor. This rate is stated in the leases and has 
been in eff ect  for ma ny  years.

Le as e Period:

T y p i c a l l y  20 years with n e g o ti ab le  renew al options.

.e n t Ad ju st me n ts :

Ann ua l land rents are adjus ted  at 3-vear intervals based on "9% 
of the v al ua ti on  as d e te rm in ed  by a q u a l i f i e d  appraiser". In 
practice, the stated rate is a p pl ie d  to the a ss es sed  land value 
which is normal ly updated annually.

Re n t F l o or /C e il in g:

T y p i c a l l y  none.

Lessee Expenses:

All expenses paid by lessees (rent is net to the lessor). 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

No s ub or d i n a t i o n  of leased fee to lessee financing allowed. 
A s s i g n m e n t  and s ub le as ing  p er mi t t e d  with lesso r's  consent.

O p t i o n  to Pur ch ase :

T y pi c a l l y  none.

R e v e r s i o n  of Le ss e e  Im provements:

T y p i c a l l y  the lessee must remove w it h i n  90 day s or lessor may 
retain or remove at lessee's expense.

C o n d e m n a t i o n  & A r b i t r a t i o n  Clauses:

No r ma ll y not in leases.
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F A I R B A N K S  N O R T H  S T A R  B O R O U G H  L A N D  L E A S E

T h e  F N S B  l a n d  l e a s i n g  p r o g r a m  is i n  i t ' s  i n f a n c y  a l t h o u g h  t h e

l a n d  b a s e  e x c e e d s  1 0 0 , 0 0 0  a c r e s .  M o s t  o f  t h e  a c r e a g e  is i n  r e m o t e

l o c a t i o n s  b u t  t h e r e  a r e  2 0 0  a c r e s  + —  n e a r  F a i r b a n k s  w h i c h  w i l l  b e  

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

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

m a t e d  t h i s  y e a r .  O n e  c f  t h e  e x i s t i n g  l e a s e s  is 5 0 %  b e l o w  m a r k e t

b y  a s s e m b l y  a p p r o v a l .  T h e  o t h e r  l e a s e  i s  s u m m a r i z e d  a s  f o l l o w s :

L e s s o r / L e s s e e :

F N S 3 / M c K e e  M e a t s ,  I n c .

R e n t a l  R a t e :

A n n u a l  l a n d  r e n t  w a s  s e t  a t  1 0 %  o f  t h e  a p p r a i s e d  v a l u e  a n d  t h i s
r a t e  is s t a t e d  i n  t h e  l e a s e .

L e a s e  P e r i o d :

30  y e a r s  b e g i n n i n g  7 / 2 3 / 8 4  p l u s  t w o  o p t i o n s  t o  r e n e w  a t  10 y e a r s  
e a c h .

R e n t  A d j u s t m e n t s :

A n n u a l  l a n d  r e n t  is a d j u s t e d  a t  5 - y e a r  i n t e r v a l s  b a s e d  o n  1 0 %  o f

a p p r a i s e d  v a l u e .  L a n d  t o  b e  v a l u e d  a t  t i m e  o f  r e a p p r a i s a l  a s  if

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

R e n t  F l o o r / C e i l i n g :

N o n e .

L e s s e e  E x p e n s e s :

R e n t  is r e p o r t e d l y  n e t  t o  l e s s o r  ( l e a s e  i s  s i l e n t  o n  t h i s  p o i n t ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

L e a s e  is s i l e n t  o n  t h e s e  i t e m s .

O p t i o n  t o  P u r c h a s e :

N o n e .

R e v e r s i o n  o f  L e s s e e  I m p r o v e m e n t s :

F i x t u r e s  a n d  s t r u c t u r e s  s h a l l  b e  r e m o v e d  b y  i e s s e e  a t  e n d  o f  
l e a s e .
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N o t  a d d r e s s e d  i n  l e a s e  i n s t r u m e n t .

C o n d e m n a t i o n / A r b i t r a t i o n :
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T h e  C i t y  & B o r o u g h  o f  J u n e a u  l e a s e s  o u t  s o m e  5 0  p a r c e l s  o f  l a n d  

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

l e a s e  p r o v i s i o n s  h a v e  c h a n g e d  o v e r  t i m e .  A  s u m m a r y  o f  l e a s e  d a t a  
is a s  f o l l o w s :

R e n t a l  R a t e :

I n  r e c e n t  y e a r s ,  n e w  a n d  r e v i s e d  l e a s e s  r e f l e c t  a n n u a l  l a n d  r e n t s  

b a s e d  o n  9 %  t o  1 2 %  o f  f a i r  m a r k e t  v a l u e .  M o s t  c u r r e n t  r a t e s  a r e  
a b o u t  1 0 % .

L e a s e  P e r i o d :

V a r i e s .  N e w e r  l e a s e s  h a v e  m a x i m u m  t e r m s  o f  35 y e a r s .

R e n t  A d j u s t m e n t s :

A n n u a l  l a n d  r e n t s  a r e  a d j u s t e d  a n n u a l l y  i n  s o m e  i n s t a n c e s  a n d  a t

3 - y e a r  i n t e r v a l s  i n  o t h e r s .  I n  t h e  c a s e  o f  n e w e r  l e a s e s ,  A d j u s t e d  

r e n t s  a r e  b a s e d  o n  t h e  C i t y  A s s e s s o r ' s  r e c o m m e n d a t i o n s  a s  t o  b o t h  

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

R e n t  F l o o r / C e i l i n g :

N o t  t y p i c a l l y  p r o v i d e d  i n  l e a s e s .

L e s s e e  E x p e n s e s :

A l l  e x p e n s e s  u s u a l l y  p a i d  b y  l e s s e e  ( r e n t  is n e t  t o  l e s s o r ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

S u b o r d i n a t i o n  o f  l e a s e d  f e e  t o  l e s s e e  f i n a n c i n g  is n o t  p e r m i t t e d .  

A s s i g n m e n t  a n d  s u b l e a s i n g  is u s u a l l y  p e r m i t t e d  w i t h  l e s s o r ' s  
a p p r o v a l .

O p t i o n  t o  P u r c h a s e :

N o n e .

R e v e r s i o n  o f  L e s s e e  I m p r o v e m e n t s :

T y p i c a l l y  l e s s e e  m a y  r e m o v e  o r  t i t l e  r e v e r t s  t o  l e s s o r .  

C o n d e m n a t i o n :

V a r i e s  b u t  l e s s e e  is n o r m a l l y  e n t i t l e d  to  a w a r d  f o r  i m p r o v e m e n t s .  

A r b i t r a t i o n :

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

C I T Y  & B O R O U G H  O F  J U N E A U  L A N D  L E A S E S
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CITY OF KENAI LAND LEASES

The City of Kenai leases out some 110 parcels of land (mostly 
city lots) to various p r i vate parties. The leasing p r o g r a m  began 
in the mid - 1 9 6 0 ' s  and at present there are only 4 or 5 lots and 
some undeveloped acreage that are not leased. A summary of lease 
data is as follows:

R e n t a l  Rate:

A n n u a l  land rents are set at 6% of fair market value and this 
rate, which is stated in the leases, has been in ef f e c t  since the 
inception of the leasing program. City offic i a l s  acknow l e d g e  this 
is b e low rates utilized in other areas, but do not a n t i c i p a t e  any 
c h a nges in the foreseeable future. The most recent leases 
incorporating the 6% rate were e xecuted in 1985.

L e a s e  Period:

T y p i c a l l y  55 to 99 years.

Rent Adjustments:

A n n u a l  land rents are adjusted at 5-year intervals based on 6? of 
fair market value which is estimated by a "qualified independent 
appraiser". Fair market value is based on the c o n d i t i o n  of the 
lands on the date of lease plus the value of improvements made by 
the Ci t y  subsequent to the date of lease.

R e n t  Floor/Ceiling:

City code provides that rede t e r m i n e d  annual rent shall be limired 
to a 50% increase over the prior rent until the 30th anniversary, 
after which the cap p r o v ision shall no longer apply. This rent 
ceiling provi s i o n  acknowledges that investors and d e v e l o p e r s  need 
a r e a s onable assurance of stabi l i t y  in future rents.

L e s s e e  Expenses:

A l l  expenses paid by lessees (rent is net to the lessor). 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

No subord i n a t i o n  of leased fee to lessee financing allowed. 
A s s i g n m e n t  and subleasing p e r m i t t e d  with consent of lessor.

O p t i o n  to Purchase:

None.

R e v e r s i o n  of Lessee Improvements:

Varies. E arly leases pLOvide for removar or improvements by 
lessee within 60 days or sale to s u c ceeding lessee wi t h  lessor
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appproval. Recent leases provide that title to improvements auto­
ma t i c a l l y  vests in City upon termination.

C o n d e m n a t i o n :

Rent abatement and award allocated by agreement or determined by 
a r b i t r a t i o n  if disputed.

A r b i t r a t i o n :

Not p r o v i d e d  for in leases except in connection with c o n d e m n a t i o n  
clause.
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CITY OF SEWARD LAND LEASES

The City of Seward leases out some 27 land parcels to private 
parties. These parcels are in or close to town. L a nds still 
available for lease include 80 acres +- within the Se w a r d  Marine 
Ind u s t r i a l  Center and 80 acres +- at the Fourth of July Creek 
industrial area. A summary of lease data is as follows:

R e n t a l  Rate:

A n n u a l  land rents are established at 8% of fair ma r k e t  value by 
appraisal. A l though not stated in the leases, this rate has been 
in effect for the pa s t  10-years and the Ci t y ' s  appraiser does not 
e xpect any change in the near future. Most recent rents based on 
this rate were set in 1985. A summary of lease data is as 
follows:

L e ase Period:

T y p i c a l l y  30 years. There are some s h o r t er-term leases and a few 
in excess of 30 years, e.g. Suneel Al a s k a  C o r p o r a t i o n  § 55 years.

Re n t  Adju s t m e n t s :

A n n u a l  land rents are adjusted at 5-year intervals based on MAI 
a p p r aisal of fair m a r k e t  rental value exclusive of lessee's 
i m p r o v e m e n t s .

Rent Floo r / C e i l i n g :

T y p i c a l l y  none.

Le s s e e  Expenses:

All expenses paid by lessee (rent is net to l e s s o r ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

No s u b o r d i n a t i o n  of leased fee to lessee financing allowed. 
A p p p r o v a l  of lessor r equired for assignment and subleasing.

O p t i o n  to Purchase:

None.

R e v e r s i o n  of L e s s e e  Improvements:

Lessee to remove prior to expiration of lease or title to 
improvements vests in City.
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A w a r d  to be allocated as provided by l a w / C o n t r o v e r s i e s  or claims 
relating to leases to be settled in accordance with U n i f o r m  
A r b i t r a t i o n  Act of Alaska.

Condemnation/Arbitration:
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A L A S K A  E A J L R O A D  c o r p o r a t i o n

The A laska R a ilro ad  Corporation (re fe rre d  to below as "Lessor" and "A RR C ” ) w ill 
adhere to the fo llow ing polic ies and guidelines when leasing rea l p roperty fo r  term s 
o f  five  o r more years. The po lic ies and guidelines contained in this statem ent may 
be changed from  time to tim e when the A laska R a ilroad  Corporation determ ines a 
change is appropriate .

1. PURPOSE
The purpose o f this po licy sta tem ent is to set fo rth  guidelines and princip les 

upon which the A laska R a ilro ad  Corporation 's standard long -te rm  lease w ill 
g enera lly  be based. This sta tem ent is intended to give prospective Lessees and 
o th e r in te rested persons in fo rm ation  about the ARRC 's policy with respect to its 
land lease program . However, this statem ent is not intended to provide the precise 
language that w ill appear in a lease o r to substitute fo r  o r override any term s o f a 
lease . It is im portant fo r  prospective Lessees and o the r persons in terested in a 
p a rtic u la r lease to c a re fu lly  rev iew  the term s o f the p a rticu la r lease its e lf , because 
the lease (and not this po licy sta tem ent) c rea tes the lega l relationship between 
Lessor and Lessee and defines the rights o f  each o f  the parties .
This po licy governs new leases entered by the A laska R a ilro ad  Corporation . Section 
4 o f the po licy identifies circumstances under which an existing lease w ill be 
rep laced by a new lease con form ing to this policy statem ent.

2. PRE -LEA SE  MATTERS
2 .Cl COMMITMENTS. Long -te rm  lease agreements require fo rm a l approval by 

A RRC  Management. N either le t t e r  proposals nor lease d ra fts  w ill constitu te a 
fo rm a l o f fe r  from  Lessor. Such documents constitu te non fm al negotiating proposals 
by Lessor's rep resen tative and indicate the term s and conditions the rep resen tative 
is w illing to recommend to Management. Lessor becomes bound only upon the 
execution o f the typew ritten lease by A RRC .

2.02 PUBL IC  NOTICE AND RECORDAT ION  CF LEASE. This provision re la tes 
to requ ired public notice and public recording w ith respect to individual leases. It 
does not govern publication o r re la te  to Lessor's m arketing o r leasing polic ies.

P.O. Box 7-2111 • Anchorage, Alaska 99510-7069

ALASKA RA ILRO A D  CORPORATION
LONG TERM LEASE PO L ICY

(a) Published N otice . N otice w ill be published in a newspaper o f  generai 
c ircu la tion , serving the community where the p roperty  is located , fo r  three (3) 
consecutive days, ending fifte en  (15 ) days p rio r to the a ffe c tiv e  date o f the proposed



long -te rm  lease. The notice w ill only describe the parce l to be leased, the proposed 
Lessee, date o f proposed action , and the name, address, and telephone number o f the 
A laska R a ilro ad  Corporation rep resentative .

(b) Memorandum o f Lease. Upon the execution o f this Agreement, both 
parties agree to execute a Memorandum Short Form  Lease suitab le fo r  recording 
purposes.

2 .03 ADM INISTRATIVE FEE . With Lessee's fo rm a l app lication to lease. 
Lessee w ill include payment o f  an adm inistrative fee o f Two Hundred D o lla rs  
(5200 .00 ). The fee  w ill apply to the First month's ren ta l i f  a lease is executed. I f  
the app lication is denied, the fee  w ill be reta ined to de fray  adm in istrative costs. 
Lessor may increase the adm inistrative fee from  tim e to time when an increase 
becomes necessary to cover costs.

2 .04 PERFORM ANCE OR CONSTRUCTION  BONDS. At Lessor's option. 
Lessee w ill, be fo re  commencing construction o f  any improvement, including but not 
lim ited  to subsurface improvements on the prem ises, deposit with the Lessor a bond 
o r c e rt ific a te  th e reo f, in a sum not less than the cost o f such construction and in 
fo rm  and with surety sa tis fac to ry  to the Lessors, guaranteeing the completion o f 
such construction fre e  and c le a r o f  a ll mechanics' and m ate ria lm en ’ s liens, together 
with such in fo rm ation  and evidence as Lessors may reasonably requ ire  to assure that 
the Lessee is able to and w ill make a ll payments required by con trac t to be made as 
and when the Lessee is required to dD so. The perfo rm ance assurance, i f  required, 
may be in the fo rm  o f su rety , cash, assigned deposit, o r irrevocab le  le t te r  o f c red it.

2 .05 PERM ITS. A ll perm its required by municipal, state o r fed e ra l law are to 
be secured by and at the expense o f Lessee.

2 .06 PA RCEL MAPS. The Lessor does not requ ire the record ing o f parce l o r 
subdivision maps. However, i f  a parce l o r subdivision map is requ ired by municipal 
ordinance, it must be approved by the proper governmenta l body and recorded by 
Lessee p rio r to execution o f the lease o r option to lease. P repa ra tion  o f parce l o r 
subdivision maps w ill be the responsib ility o f the Lessor: however, a nonrefundable 
deposit may be required o f the Lessee to cove r the cost o f  p reparation .

2 .07 CONDIT ION DF PR O PE R T Y . Lessor w ill lease p rope rty  "a3 is, w ith a ll 
fau lts" , and w ithout any representations o r w arranties by Lessor as to the 
characteris tics o r  su itab ility  o f  the Prem ises. P r io r  to  execution o f the Lease, 
Lessee w ill be given an opportun ity to independently investigate the Prem ises, and 
to assess:

(i) the fe a s ib ility  o f developing the Prem ises fo r  the purposes untended by 
Lessee:

(ii) the size and dimensions o f the Prem ises:
( i i i )  the ava ilab ility  and adequacy o f w ater, sewage and an y 'u tilit ie s  serving 

Prem ises;
(iv ) the presence and adequacy o f in fra s tru c tu re  o r o th e r improvements on. 

near, o r a ffe c tin g  the Prem ises;



(v ) the extent and condition o f any grading or other site  work already 
pe rfo rm ed  o r h e re a fte r required fo r  Lessee’ s possible development o f  the Prem ises;

(v i) any su rface , so il, subsoil o r o ther physical conditions o f o r a ffecting  the 
P rem ises , such as c lim a te , geo log ical, drainage, a ir, w ate r o r m inera l conditions;

(v ii) easements and reservations o f record a ffe c tin g  the t it le ;
(v iii) the existence o f governmental laws, regu lations, ordinances, restric tions

o r requirem ents concerning the use density, loca tion  o r su itab ility  o f  the Prem ises 
fo r  any existing o r proposed development including such m atters as zoning, building, 
subdivision, environm enta l and o ther regulations;

(ix ) the necessity o r  ava ilab ility  o f any rezoning , zoning variances, conditional 
use perm its , building perm its , environmenta l impact reports , pa rce l o r subdivision 
maps, public repo rts and any o th e r governmental approval:

(x ) the necessity o r existence o f any dedications, taxes, fees, charges, costs 
o r assessments that may be imposed in connection with any regulation o r 
au tho riza tion  o r the obtaining o f any required Perm its ; and

(x i) a ll m atte rs concerning the condition, use and development o f the 
Prem ises.

2 .08  RELOCAT ION  OF FAC IL IT IES . Any necessary o r desired re location o f
Lessor's fa c ilit ie s  w ill be made at the sole expense o f Lessee. Lessee must
communicate any request fo r  re location  o f  Lessor's fa c ilit ie s  be fo re  the lease is 
entered .

2 .0 9  STORAGE OP HAZARDOUS MATERIALS. No leases w ill be granted fo r  
storage o f  hazardous m ate ria ls  (including gasoline and diesel fu e l) unless Lessee firs t 
exhib its fu ll compliance with municipal, s ta te , and fed e ra l environmenta l laws and 
regu la tions, produces p ro o f o f sa tis fac to ry  liab ility  insurance naming Lessor as 
co-insu red , and agrees to indemnify and save Lessor harm less from  cla im s re la ted  to 
sto rage o f such m ate ria ls . Lessee is required to advise Lessor o f  intended storage o f 
such m ate ria ls  be fo re  a lease is entered o r extended. Lessee w ill schedule a 
p re -le a se  con fe rence w ith Lessor to discuss the proposed storage, sa fe ty  questions 
and com patib ility  o f the proposed storage with adjoining land use; Lessee must 
fu rn ish to Lessor copies o f a ll perm it app lications, perm its issued, denials o f 
pe rm its , and o ther actions on perm it applications. Lessee whose use o r storage o f 
3m all quantities o f  hazardous m ate ria ls  is on ly incidental to business operations w ill 
be required to indemnify and save Lessor harm less from  claim s re la ted  to storage o f 
such m ate ria ls .

3. TERMS OF LEASES
3.01 PR IN C IPLES  GOVERNING RENT DETERM INATION . The fo llow ing 

genera l princip les govern ren t determ ination by Lessor.
(a ) R en t at F a ir M arket Value. Ren t w ill be established a t fa ir  m arket value 

as agreed to by Lessor/Lessee and determ ined by a qua lified appraiser o r oy 
com petitive  bid.



(b) P ro tec tion  Against In fla tion . Lessor w ill be p rotected against in fla tion  by 
periodic revision o f ren t. Lessee w ill be p rotected against unforseeab le in fla tion  by 
maximum ren t revision lim its.

(c ) P red ic tab ility  o f R en t. Ren t revision should be accomplished in a manner 
that perm its Lessee to engage in reasonable business planning and provides 
su ffic ien t p red ic tab ility  to fa c ilita te  financing o f Lessee's activ ities .

(d ) Recognition o f Value Contributed by Lessee. Permanent value 
contributed oy Lessee to Lessor's ownership in terest (such as nondepreciable 
im provem ents) should be recognized through appropriate am ortiza tion  methods, 
including but not lim ited to cred its against ren t. Depreciab le structures o rd inarily  
w ill not represent such value, as the Lessee w ill be expected to am ortize  the fu ll 
value o f such structu res ove r the Lease Term .

3 .02 DETERM INATION OF RENT .
(a ) Establishment o f In itia l R en t. In itia l ren t w ill be established at fa ir  

m arket value as agreed to by Lessor/Lessee and determ ined by a qualified appraiser, 
o r by com petitive bid, a t Lessor’ s option. The in itia l ren t w ill be adjusted during the 
term  o f the lease in the manner specified and prenegotiated in the lease. The 
standard long -te rm  ground lease is fo r  a period o f  th ir ty - fiv e  (35 ) years. However, 
lease term s that extend beyond the th ir ty - fiv e  (35 ) yea r period may be negotiated.

(b) R en t Revision Param ete rs . The long -te rm  m aster lease w ill incorporate 
the fo llow ing  param eters establishing upper and low er lim its fo r  revision o f ren t.

(i) Minimum Revised Ren t ("Rent F lo o r" ). The new ren t established by 
the ren t revision procedure fo r  a pa rticu la r period w ill not be less than the p rio r 
period ren t period.

(ii) Maximum Revision R a te  ("Ren t Cap"). A percentage ra te  
establishing n maximum ra te  o f ren t revision (ran t cap) to apply at the time o f each 
revision w ill be predeterm ined and incorporated in the long -te rm  lease.

(iii) R en ta l R a te  and Ren t Caps. A RRC 's Board o f D irecto rs w ill 
pe riod ica lly  rev iew  the ren ta l ra te  and rent caps. The ren ta l ra te  w ill remain 
constant throughout the o rig ina l Laase Term and w ill be stated in the lease.

(c ) R en t Revision P rocess.
( i ) Appraisa l. The ren t w ill be revised at a minimum every fiv e  (5) 

years o r as otherw ise negotiated in the lease. Lessor shall obtain a fa ir  m arket 
value appra isa l from  an independent qualified appraiser. Appraisal instructions fo r 
each reopen period w ill be defined in the m aster lease document. A t the end o f the 
o rig ina l Lease Term , the property is to be appraised at the highest and best use 
compared w ith s im ila r p roperties within the community.

(ii) A rb itra tion . An arb itra tion  clause w ill be incorporated into the 
lease to provide an equitab le means o f resolving disputes concerning the appraised 
va lue o f the prem ises. The a rb itra to r's  decision with respect to a rent revision snail 
be fin a l.



( i i i ) Determ ination o f F a ir M arket Value Rent By Use o f Fixed Renta l 
R a te . The ren ta l ra te  used fo r rent revision under a lease w ill remain fixed during 
the term  o f the lease and the same rate  w ill be employed in connection with a ll 
revisions. The ren ta l ra te  w ill be based on an independent study o f re levan t Alaska 
m arkets to be pe riod ica lly  commissioned by A RRC  and reviewed by the ARRC 
Board o f  D irec to rs . The revised ren t w ill be determ ined by applying to the 
appraised value a percentage representing the genera l return o r ren ta l rate  ir. e ffe c t  
fo r  A RRC  properties on the date the lease is executed.

3 .03 RENT CRED ITS . Ren t cred its o r ren ta l o ffse ts  may be negotiated PR IO R  
to the in sta lla tion  o f certa in nondepreciable improvements. Upon insta lla tion , 
theses improvements immediate ly become the p roperty o f  the Lessor and are to be 
considered in any fu tu re  ren t m odification . Examples o f  nondepreciable 
im provements include, but are not lim ited to, excavation , back fill- and gravel.

3 .04 EFFECTIVE DATE OF RENT ADJUSTMENTS. U n til any increase in the 
o rig ina l ren t ra te  (ca lled  the "8ase Ren t") is determ ined. Lessee shall pay the same 
Base Ren t as was app licable the previous year. When an adjustment o f Base Rent 
has been determ ined and Lessee notified , such adjusted Base Ren t as so determ ined 
shall be due and payable to Lessor, re troac tive  to the commencement o f the lease 
yea r fo r  which such ren ta l adjustment is made, and any defic iency resu lting from  
such ren t adjustment sha ll be payable within th irty  (30 ) days a fte r  the giving o f such 
notice to Lessee. Lessee w ill be responsible fo r  NO MORE THAN N INETY (90 ) days 
o f unbilled re tro ac tiv e  ren t at the increased leve l.

3 .05 PUBL IC  ENTITIES. As a public corporation , the A laska Ra ilroad 
C orpora tion  is exempt from  taxation by loca l governments. In recognition o f the 
A laska R a ilro ad  Corporation 's position as a partic ipating member within each host 
community, the A laska R a ilro ad  Corporation may lease its lands to the State and its 
p o lit ic a l subdivisions at less than fa i r  m arket va lue. Specific requests w ill be 
negotiated on a case -by -case  basis. (The A laska R a ilroad  C orpora tion  w ill also 
institu te a fee -u se  perm it system fo r  municipalities fo r  various kinds o f land use 
that do not require leases. This program  is not covered by this po licy .)

3 .06 TAXES AND ASSESSMENTS. Lessee w ill (a ) pay a ll taxes on Lessee’ s 
improvements E re c t ly  to the taxing authority , and (b) a ll assessments agreed to in 
the lease ' benefits o f assessments not agreed to in the lease fo r  public 
im r-  evied against the p roperty shall be paid fo r  by Lessor.

3 .0 . INDEM NIFICATION AND L IAB IL ITY INSURANCE.
(a ) Indem nification . Lessee w ill be required to defend, and hold Lessor 

harm less against a ll liab ility , damages, costs, losses, and expenses arising out o f 
Lessee ’s use o r occupancy o f  the Prem ises.

(b) L iab ility  Insurance. Lessee w ill, a t his own expense, obtain and 
maintain in e f fe c t , during the whole o f the Lease Term , comprehensive general 
lia b ility  insurance in respect to the leased premises, under policies naming Lessor as 
add itional assureds, issued by an insurance company authorized to do business in 
A laska w ith minimum lim its o f not less than the amounts specified by Lessor.
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Satis fac to ry  evidence o f insurance w ill be furnished to the Lessor p rio r to the 
execution o f the lease. This evidence w ill provide fo r  th irty  (30) days p rio r notice to 
Lessor o f any w ritten cance lla tion , nonrenewal, o r m ate ria l change in the policy.

3 .08 TRACKAG E .

(a ) Use o f  Lessee-Owned Trackage. A separate , standard fo rm  o f track 
agreem ent w ill cove r the in sta lla tion , maintenance, and operation o f trackage.

(b ) Use o f  Lessor-Qwned T rackaoe . Where Lessee desires use o f
Lessor-owned trackage, the lease fo rm  w ill provide such rights. Use o f
Lessor-owned trackage may be restric ted  to the extont Lessor deems necessary. 
The ren ta l ra te  w ill be a standard, system -w ide charge which may be revised by 
Lessor, from  tim e to tim e. The cm ren t charge is $6 .00  per track fo o t , per ennum.

3 .09 ENVIRONMENTAL AND OTHER LAWS AND REGULATIONS. Lessee, at 
its own expense, w ill comply w ith a ll laws, regu la tions, ru les and orders applicable 
to  its p roperty  and operations, regard less o f when they become o r became e ffe c tiv e , 
including, w ithout lim ita tion , those re la ting to hea lth , sa fe ty , noise, environmental 
p ro tec tion , waste disposal, and w ater and a ir qua lity .
Should any discharge, leakage, spillage, emission, and pollu tion o f  any type occur 
upon o r from  the prem ises due to Lessee's own use and occupancy including
subleasing and uses by o thers. Lessee, a t its expense, w ill be ob ligated to clean the
prem ises to the sa tis faction  o f Lessor and any governmenta l body having jurisdiction 
the reover.
(N o te : Lessor's ENVIRONMENTAL POLICV  prohib its new leases fo r  gasoline
serv ice stations o r assignment o f existing serv ice sta tion leases from  the present 
Lessee to a third party having a substantia lly lesse r net w orth . Use o f  underground 
storage tanks fo r  any purpose requires Lessor's spec ific  approval. O il and gasoline 
bulk p lan t leases w ill be w ritten w ith Lessor's com m erc ia l lease indemnity and 
insurance provisions.)

3 .10 USE OF PREM ISES. Lessee's fa ilu re  to commence use o f  the prem ises fo r 
the purposes specified in the Lease, o r discontinuance o f such use fo r  a period to be 
specified in the lease , w ill constitu te an event o f  d e fau lt .

3.11 SUBORD INATION . Lessor w ill not agree to subordinate its legal t it le  to 
land; however. Lessee may assign the lease to an in stitu tiona l lender as security fo r 
a loan to finance development, sub ject to the provisions o f Paragraph 3 .M .

3.12 ASSIGNMENT. Assignment o f the Leased Prem ises fo r  any reason w ill 
require Lesso r’ s p rio r w ritten  consent. Lessor w ill consent to an assignment only 
when Lessor is sa tis fied  that Lessor's in terests w ill not be adverse ly a ffec ted . 
Requests fo r  consent to assignment o f  the Lease a re  to include the proposed 
assignee's cu rren t and com plete financ ia l statem ent as prepared by a certified  
public accountant in accordance with genera lly  accepted accounting principles or 
the p rio r two (2 ) years* tax returns. An adm inistrative fee  w ill be charged by the 
A RRC  to cove r the cost o f processing a request fo r  assignment. The financial 
considerations o f the assignment need not be disclosed to the A RRC . Approval o f 
assignment w ill not be unreasonably w ithheld by the A RRC .



3.13 SUBLEASING . Lessor's w ritten  consent to a sublease is required be fo re  
the Lessee enters the sublease. Copies o f any sublease approved must be fi le d  with 
Lessor and w ill be subject to the term s o f the M aster Lease re la ting  to the term s 
and subleases. Any financia l considerations can be "b locked out" by the Lessee and 
is not required to be disclosed to the A RRC .

3.14 OWNERSHIP OF SUBSURFACE IMPROVEMENTS. Tenant improvements 
to the subsurface esta te , including excavation and b a c k fill, become the p roperty  o f 
Lessor upon in sta lla tion  and w ill be considered in a ll fu tu re  ren ta l m od ifications. 
R en ta l c red its o r o ffs e ts  may be negotiated fo r  ce rta in  nondepreciable 
improvements in accordance with Paragraph 3.D3, above. Means and methods o f 
construction must be o f mutual benefit to Lessee and Lesson fo r  exam ple, the 
econom ics o f excavation and f i l l  may be weighed against the econom ics o f 
a lte rn a tive  piling construction methods. The type o f  improvement and method o f 
in sta lla tion  must be approved by Lessor in advance.

3 .15 REMOVAL AND OWNERSHIP OF ABOVE-SURFACE IMPROVEMENTS. 
Ownership o f such above-su rface  improvements at the end o f the Lease Term  w ill 
be governed by the term s o f the lease. The approp ria te disposition o f above-su rface 
improvements as specified in the lease at the end o f  the Lease Term  w ill depend on 
the circumstances surrounding a p a rticu la r lease, including the length o f  the lease, 
the nature and value o f the improvement contributed by the Lessee, the like lihood 
that the Lease w ill be renewed, and Lesso r’ s assessment o f the best use o f  the 
p roperty  fo llow ing the expiration o f the Lease.

3 .16 LESSEE’S OBLIGATIONS WITH RESPECT TO IMPROVEMENTS. The 
Lessee w ill agree not to rem ove, destroy , waste o r substantia lly  m odify 
improvements on the Prem ises w ithout Lessor's p r io r w ritten  au tho riza tion . This 
p o ’ icy is intended to p ro tec t ti a Lessor’ s security in te rest in the improvements on 
the Prem ises and to enhance land-use planning. Approval o f improvements w ill not 
be unreasonably w ithheld by A RRC .

4. REPLACEM ENT OF CERTA IN  EXISTING LEASES
The A laska R a ilro ad  Corpora tion  w ill honor the binding term s o f existing leases it 
acquired from  the Federa l Government. However, it  is the po licy  o f the A laska 
R a ilro ad  C orpora tion , to  the extent feasib le , to  bring existing leaseholds under the 
new standard long -te rm  lease re fle c tin g  the princip les sec fo rth  in this statem ent. 
This po licy is adopted to implement the leg is la tu re 's determ ination that fa i r  m arket 
va lue should be obtained fo r  leases, to  make the adm inistration o f  the leasing 
program  more e ffic ie n t and equitable as a whole, to  promote un ifo rm ity , and to 
e lim inate  unnecessary con troversy and uncertain ty concerning the term s o f leases 
issued by the Federa l Government be fo re  the sa le o f  The A laska R a ilroad  to the 
S ta te  o f  A laska. To im plement this po licy , the fo llow ing actions, among others, w ill 
be taken:

(a ) I f  a Lessee desires extension o f a Lease Term , and Lessor is agreeab le to 
such extension, the existing lease w ill be term inated and a new lease consistent with 
this po licy statem ent w ill be issued.
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(b) I f  Lessee desires to change the area under lease by increasing or 
decreasing acreage, and Lessor is agreeable to such change, the existing lease w ill 
be term inated and a new lease consistent with this po licy sta tem ent w ill be issued.

(c ) A ll existing leases containing a provision a llow ing Lessor to term inate a 
lease upon ninety (90 ) days notice w ill be term inated a fte r  providing the required 
notice to the Lessee, and, a t the tim e notice o f term ination is given, Lessor w ill 
o f fe r  Lessee an opportun ity to en te r a new lease consistent with this policy 
sta tem ent.

(d) Existing Lessees, a t th e ir option, w ill be given the opportunity to 
te rm inate the ir cu rren t leases and en te r into the new A laska R a ilroad  Corporation 
long -te rm  lease con trac t.
In approp ria te cases, as determ ined by Lessor, an existing lease may be amended and 
resta ted , ra th e r than rep laced , by substitution o f  terms consistent w ith this policy 
sta tem ent. F o r exam ple . Lessor w ill o f fe r  Lessee an amended lease in lieu o f a new 
lease in cases where term ination o f the existing lease would cause the Lessee's note 
to become due and payable at the time o f term ination .

5. RENEW AL OF LEASES
It is the po licy o f  the A laska R a ilro ad  Corpora tion  to approve a Lessee's request fo r  
renewal o f a lease made no less than six (6 ) months p rio r to the end o f the Lease 
Term  when:

(a ) The Lessee has fa ith fu lly  complied w ith the requirements o f  the existing 
Lease;

(b ) The Lessee ’ s continuing use o f  the p rope rty  is consistent with surrounding 
land use, any re le van t land-use o r development plans o f Lessor, and the 
highest and best use o f the p rope rty ; and

(c ) Lessor does not requ ire the p roperty  fo r  R a ilro ad  purposes.
The ren ta l term s and renewed leases w ill be adjusted to incorporate the 
then -p reva iling  fa ir  m arket ren ta l value and w ill include ren t revision requirements, 
in accordance with the lease po licy and re levan t provisions o f law  in e ffe c t  a t the 
tim e o f  renew al. To the extent term s o f  the existing lease a re  inconsistent with 
po licy  o r  law in e f fe c t  a t the end o f  the Lease Term , o r are otherw ise obso lete , the 
renewed lease w ill be m od ified to e lim inate  such inconsistent obso lete provisions.

6. REG ULA TO RY  AUTHORITY OF ALASKA RA ILROAD  CORPORAT ION
Under Section 390 o f the A lasxa R a ilroad  Corpora tion  Act (AS 4 2 .4 0 -3 9 0 ), the Board 
o f D ire c to rs  o f the A laska R a ilro ad  Corporation is given governmenta l authority  to 
adopt exclusive ru les governing use o f R a ilro ad  lands by Lessees and others having 
in te rest in such lands. The term s o f leases issued by the A laska Railroad  
C o rp o ra tion  do not lim it the Board's au thority  to adopt land-use ru les governing 
ac tiv itie s  on the leaseholds. Lessees w ill be given reasonable advance notice o f any 
ru le  proposed to o r under consideration by the Board that might a f fe c t  activ ities on 
leasehold p roperty  o r impose an obligation on Lessees.
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The foregoing terms and conditions constitu te , in pa rt, guidelines and standards on 
which Lesso r’ s long -te rm  industria l lease is based. Many term s a re  not negotiable, 
and applicants are urged to study them very c a re fu lly . P lease address a ll ques.ions 
to Lesso r’ s rep resen ta tive at the outset o f negotiations:

D ire c to r, R ea l Estate 
A laska R a ilroad  Corpora tion  
P .O . Box 7 -2  P. *
421 West F irs t Avenue 
Anchorage, AK 99510 -7 069  
(9 07 ) 265 -2465  (te lephone)
(907 ) 276 -4495  (te lecopy )



APPROVAL AUTHORITY GUIDE

MAY 1985



Salary A c tion  -  continued 
A ll Emoloyees

Approve Termination Dy ARRC fo r
Any Reason (9 ) (16) A A A A A A/E A

Aoorove Promotion (9 ) (16) A A A A A A/E A
Aoorova (.cave Without Pay A A A A A A A 15 days 5 days
Aoorova S noension fo r Any

Reason (9 ) (16) A A A A A A/E A
Aoorova MemOersnios. Attendance

at P rofessional Meetings.
Seminars and ReimDursaole
Course d f Study A A A A A A A A

Recresented Emoloyees
Laoor Agreements

Negotiadla with Unions (9) E £ EOT)
Sign Laoo r Agreements (9 ) F e £ £(17) £

Puolic Relations
Soeecnes. Publications. Press Releases.

Advertising
Having Significant Financial o r

Puolic A ffa irs  Im olicatiom  on
the Railroad A E £ E £ E e A

A ll Others A A A A A A £ A
Aoorova Comoany Position and Technical

Pacers on Internal Coe rations fo r
Usa oy Comoany Personnel in Making
Puolic Soeecnes. Answering Inquiries.
Grantinq Press Interviews. E tc . A A A A A A E E

Presentation o f Comoany Position to
Government and O ther Agencies in
Proceedings. Hearings o r Pending
Court Actions A A A A A A A E

Miscellaneous
Assign Comoany Vehicle A A A A A
Assign Company Take Home Vehicle A
Aoorove Issue o f  Firearm s A
Aoorove Destruction o f  Corporate

Records A E A E
Aoorova Tours o f Ra ilroad  Facilities A A A A A A E

G Deration al Ghangee
Extend Ra ilroad  Lines (22 ) E E E E

Tariffs -  r  rnignt Races (12 )
EataOlisning Tariffs E A
Exemot Rates c A E
Contract Rates £ A E
General Race Increase

irm-ei
E A

■Im |  E jt fP - - -  .1
Jtiorovo uoasa o f Corporation P roperty

Less than J yrs A. E r
Over 3 yrs A E E i
Over 13 vrs 123) >• E E E E E

Edcrcire Eminsr*. e!" (*« ) E £ c
Execute the Contract

Less than 10 yrs A E
Cver 10 yrs A 6 E E

Page 7
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Superintendent, 1 ran spo rta llun

C h ie f Englneur

C lild f Mechanical O ffic e r 

C h ie f, Security

Manager, Sales 

Manager. Marketing

Manager. Passenger Services 

h e c to r . Maal E*U t,

Manager. F inancia l Services

Manager, P rocurement 

Manager, Supply

Manager, Adm inistrative Services 

Manuger. Accounting

Manager, In form ation Systems



RU LE  NO . 4 -  PU B L IC  D ISCLOSURE OF INFORMATION
(Adopted 12 -17 -84  
Amended 7 -1 8 -8 5 )

A. Public In fo rm a tion :

As provided in AS 4 2 .4 0 .2 2 0 , in fo rm ation  in the possession o f the Corporation 
is public and ava ilab le  to  public inspection a t reasonable times.

B . R estric tion s on D isc losu re :

As fu rth e r provided under such provision and as required by the A laska 
R a ilro ad  T ran s fe r A ct o f  1982 (A RTA ) (45  U .S .C . 1204), the fo llow ing
in fo rm ation  is hereby designated to be o f  a priv ileged o r p rop rie ta ry  nature
and sha ll be w ithheld from  public inspection:

1.) As required under Sec. 605(b ) (A RTA ), ce rta in  in form ation  o f the Federa l 
A laska R a ilro ad  ava ilab le  to the C orpo ra tion , including, "p rop rie ta ry  
business data , personnel reco rds , and o th e r in form ation , the public 
disclosure o f  which is proh ib ited by law ;"

2 .) personnel reco rds o f  the C orpo ra tion  including but not lim ited to each
employee's o rig ina l app lication fo r  employment and employment
memorandum , resum e, any and a ll sa la ry  in form ation , repo rts  o f o the r
employment investigations, tests , any le tte rs  o f  recommendation,
reports o f  work pe rfo rm ance , repo rts  o f the em ployee ’s progress,
d isc ip linary -actions, and such o the r records as may be c rea ted in the
employee's in itia l em p loym ent and continued service to the A laska
R a ilro ad  C o rp o ra tion . Personne l records may be re leased upon rece ip t
o f w ritten  au tho riza tion  from  the em ployee, fo rm e r employee, o r
app licant whose reco rd s a re  requested. Such au thorization  shall
sp ec ific a lly  id en tify  the in fo rm ation  authorized fo r  re lease .

* *

F o r employees who tran s fe rred  to the Corporation pursuant to P .L . 
9 7 -4 6 8 , personnel reco rds sha ll include the employee's O ff ic ia l Personnel 
F o ld e r, Emergency M edica l F o ld e r, and any copies the reo f. D isc losure 
o f in fo rm ation  contained in the O ffic ia l Personne l Fo lde r and Emergency 
Medical F o ld e r sh a ll be governed by applicable Federa l law and 
regu la tion ;

3 .) communications w ith and work product o f  counsel;
4 .) a ll o the r records, documents, data o r in form ation o f a priv ileged o r 

p rop rie ta ry  natu re , including but not lim ited  to p rop rie ta ry  in fo rm ation  
associated w it i spec ific  shippers, divisions and con trac t ra te  
agreements, and sp ec ific a lly  including a ll in form ation that may be 
w ithheld o r p ro tec ted  from  discovery in proceedings be fo re  the 
In te rsta te  C om m erce Commission consistent with the Commission's 
standards and p rac tices ;

5 .) o th e r in fo rm ation  the subject n f which could be discussed in executive 
session unaer a p  4 2 .« 0 .i7 0 ;

6 .) any o the r in fo rm ation  o r records requii id to be kept con fiden tia l by 
Federa l o r S ta te  law o r regu lations.
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I f
( .ASKA RAILROAD CORPORATE

fRANSPORTATIQN/ENGINEERING

January 14, 1987

OPERATING C IR C U LA R  NO. 37 
ENGINEERING BULLET IN  NO. 87-01

To: A ll Concerned
F rom : Supt. o f  Transportation

C h ie f Engineer
Subject: P o licy  fo r  Moose That Have Been Struck by Trains

In addition to Special Instruction No. 6 o f T im etab le No. 120, the fo llow ing w ill 
apply.
Crews o f tra ins that strike  moose w ill eva luate the condition o f the moose and 
repo rt to the tra in dispatcher, i.e . is it dead, cripp led , o r has it run away?
When the tra in crew  reports the moose dead, the tra in dispatcher w ill n o tify  the
appropriate on duty section fo rem an . I f  a fte r  section work hours, the train
dispatcher w ill arrange to have the fo rem an no tified  at morning lineup.
I f  the moose was reported  as cripp led , the tra in  dispatcher w ill no tify  the 
appropriate section forem an so that the wounded animal may be humanely
dispatched. O vertim e is authorized fo r  this purpose. I f  unable to reach the
appropriate section fo rem an , the tra in  dispatcher w ill t ry  to contact an adjacent 
section fo rem an . Engineering Departm ent supervisor, o r c a ll a D is tric t Roadm aster 
as app licab le .

The section forem an w ill eva luate the carcass. I f  sa lvageable, the carcass w ill be 
fie ld  dressed. The forem an w ill advise the tra in dispatcher the road crossing the 
carcass w ill be de livered o r that the carcass is not salvageab le.
The tra in  dispatcher w ill c a ll the appropriate number below to advise that a moose 
was struck by a tra in and that a carcass is ava ilab le  fo r  a charity  to pick up a t a 
p a rtic u la r crossing o r  that the carcass was not sa lvageab le.
The disposal o f  salvageable moose m eat is d irected by the Division o f  Fish and 
W ild life  P ro tec tion  o f  the State o f A laska Departm ent o f Public Sa fe ty (FW P). They 
w ill arrange fo r  the carcass to be picked up a t the applicable road crossing.

A RRC  LOCATION 
Seward to Portage 
W h ittie r Branch 
Po rtage  to Matanuska 
Matanuska to Cantw e ll

ALASKA STATE TROOPER D ISPATCHER 
26 2 -4 453  Soldo tna
269 -5711  Anchorage
269 -5711  • Anchorage
7 4 5 -4 2 4 7  Pa lm er

(7 :3 0  a .m . -  4 :30 p.m ; Monday through F riday ; a f te r  hours c a ll Anchorage) 
C an tw e ll to E ie lson 452~2114 Fairbanks

IXHI3I7 Z



Neither FWP nor any employee o f the ARRC  may authorize any non-employee to 
en te r upon R a ilro ad  property except at road crossings.
No employee may u tilize  any portion o f a tra in k illed  moose nor give'any part to 
any person except as designated by FWP.
When the salvaged carcass is taken into W h ittie r, the tra in dispatcher w ill contact 
W h ittie r C h ie f o f P o lice  who w ill arrange fo r  the disposal o f the carcass. FWP 
w ill be advised o f the k i l l and disposition o f the moose. The number fo r  the Ch ie f 
o f P o lice  is 4 74 -2340 .

I f  the in itia l rep o rt from  the tra in  crew  was that the moose ran o f f ,  only a repo rt 
to the designated telephone number is required.

T. R . B lackw e ll 
Supt. o f T ransportation

F . C . Weeks 
Ch ie f Engineer

D istribution B, D , 4  F

DATE AND TIME POSTED
POSTED BY



ALASKA RAILROAD CORPORATION

NO. 120
In Effect at 12:01 A.M. 

A laska Daylight Savings Time 
Sunday, Ju ly 20, 1986

F.G. TURPIN 
President 

and
Chief Executive Officer

A.T. POLANCHEK 
Vice President, Operations

T.R. Blackwell 
Superintendent of Transportation

r-'*



SPECIAL INSTRUCTIONS

A. HANDLING OF CARS CONTAINING HAZARDOUS 
MATERIALS:

For train placement, sw itching restric tions, emergency 
actions Dy train crews, shipping paper in formation and 
inspection requirements, refer to the Hazardous 
Materials cnart in the back of th is timetable.

Switching restrictions for cars placarded with Flammable 
Gas placard and Poison Gas placard apply to empty as 
•well as loaded cars. Sw itch ing re s tr ic tio n s for 
TOFC'COFC also apply to hat cars w ith any placarded 
'acing.

It w ill ae the yard conductor's responsib ility to know if 
any olacaraed cars are on a track before releasing any 

; other cars into tnat track.

Conductors will review train consist for proper placement 
of all placarded cars. Cars improperly placed w ill be sw it­
ched out to obtain proper placement prior to tram 
movement.

The Emergency Resoonse Identification number located 
in the center of each placard or on eacn waybill, sw itch 
ticket, or other document used to move hazardous 
materials, provides in formation and actions to be taken 
in the event of an accident or unintentional release of 
hazardous materials.

Should an accident occur, locate the waybills for cars 
involved or refer to the number on the placard. This four 
d ig it number is referenced in DOT Publication P.5800.3 
or suosequent issues. Emergency Response Guidebook. 
The book, utilizing the four digit number, w ill provide vital 
information, the most sign ifican t potentia l hazards and 
gives guidance for initial actions to be taken by personnel 
involved or engaged in the initial response to an accident. 
Yardmasters, Chief Dispatcher and Trainmasters can pro­
vide the necessary response in formation from the guide 
book.

Emergency Response Personnel, police, fire, and/or 
medical, will be assisted and allowed access to accidents 
arid/or incidents involving hazardous materials.

S. BLOCKING WYES/SIDINGS:

No siding or wye will be blocked with cars, engines, or 
on-lrack equipment unless authorized by the Tram Dis­
patcher.

6. GAME ANIMALS/LIVESTOCK:

I

When trains nit any large animals, train will come to a com- |
oiete stop and tram inspection will oe maoe except wnen j
it is known animal is clear of track and w ill cause no |
danger to movement of trams.

Whenever any animals are struck or killed by trams. 3 
report must be made to the Tram Dispatcher immeciateiy.

7. LOADING AND HANDLING HEAVY EQUIPMENT:

Trains handling cranes, draglines, snoveis. and similar 
equipment set up with or w ithout boom attacned, must ce 
handled under special arrangement.

Yardmasters or agents will insure proper placement of 
steel underframe Hat cars of not less than 100.000 pounds 
capacity lor loading of equipment specified above. It will be 
the responsibility of the Mechanical Department to inspect 
and accept such loads, advising the Yardmaster or Agent 
of acceptance, giving car number and maximum speed at 
which car may be moved, it will be the responsibility of the 
Yardmaster or Agent to see that no loads sucn as specified 
above will be placed in trams lor movement until they nave i 
been accepted by the Mechanical Department ano the 
Dispatcher has been notified of speed restrictions. Dis­
patcher will issue instructions covering restrictions. 
Equipment with boom attached must be loaded with ocom 
trailing unless aoproval from Dispatcher is ootained for 
movement in forward position. Conductors handling loads 
with boom in forward position, except on work trams, wiil 
be authorized to do so by message from Dispatcher.

i

9
f



When Moose and Train Meet:

O n the last day o f February 1985, Alaska Railroad Loco­
motive Number 3006N chugged its way out o f the 
Anchorage railroad yards bound for Fairbanks. None 

o f its crew realized that an unwanted record would be set before 
it arrived at its destination the next morning. Nineteen moose 
would die that trip, crushed by the locomotive, while the helpless 
crew watched, unable to save the victims. And, as the winter 
snows continued, more moose died on almost every run until 
the annual total for the entire length o f the railroad came to 385.

Fortunately, not every year is a duplicate o f the winter o f 
1984-85. This past winter (1985-36), 17 moose were killed along 
the entire length o f the Alaska Railroad.

What causes these mortalities, and what can be done to lessen 
ar prsvrn: them? These are questions o f primary ;mpr>rr?nce 
to not only game biologists and railroad employees, but also 
to the pub lic some o f whom see this as a shameful situation 
that could be easily remedied. A lthough many ideas have been 
proposed and tried, there is no one good solution.

Initially, both ADF&G and the Alaska Railroad presumed

that the high morta lity in some years occurred simply because 
the moose population periodically fluctuated, w ith most kills 
occurring when the population was high. We now know this 
is not the case. By correlating the .Alaska Railroad’s daily records 
over the years with weather patterns which coincided with the 
chronology o f high moose losses, we could see a pattern. In 
years o f deep snow depth (three to rive feet) for long periods 
o f tim e moose losses along the tracks drastically increased. 
Conversely, in winter periods o f little snow, or when spring 
thaws decreased the snow depths, moosc-tra in inc ’dents 
significantly declined.

A majority o f the 1984-85 mortalities occurred on the tracks 
between W illow and Talkeetna, in an area known as Game 
Management Unit H jM t j i iau. t his is an area w ith a .aiec 
moose population, most o f which remains in the high reacnes 
o f the Talkeetna Mountains throughout the summer and fail. 
In winter, as snow and winds increase in these highlands, a large 
number o f the moose move down the mountain slopes to tneir 
critical winter food supply o f willows along theSusitna River.

A l a s k a  F i i n  i  O a m e



Unfortunately, both the railroad and the main highway from 
Anchorage to Fairbanks bisect their migration path.

When snows exceed three feet, the moose find these man- 
made "tra ils ”  a convenient place to walk or rest, and therein 
lies the cause o f the mortality. Moose are somewhat reluctant 
to leave these cleared areas and they have not, for the most pan, 
learned to fear trains or autos. As a result, an additional 77 
animals were killed by highway vehicles during the 1985 season. 
.Also, many become stressed by deep snow and the lack o f near­
by browse. In residential areas along the highway, stressed 
moose belligerently chased dogs, children, and adults, with the 
result that another 40 were killed in defense o f life and proper­
ty, bringing the total loss o f moose in GMU14B to 502. Hunteis, 
on the other hand, took only 216 animals in the following 20-day 
September season, before the deep snows set in.

A lthough a large percentage o f mortalities fo r all 
years occurs between W illow and Hurricane, w ith a 
few other “ hotspots.”  mortalities are otherwise fair­
ly un ifo rm ly distrubuted along the entire length o f 
the tracks; therefore, the problem is not merely a local 
one. A  solution must be provided that works along 
the entire railroad corrido r from Seward to W hittie r 
to Fairbanks.

Meetings have been held between the Alaska 
Railroad personnel and ADF&G game biologists to 
seek answers and actions, and members o f the public 
have enthusiastically offered innovative ideas, but no 
single, concrete solution has been found.

There are certain realities which must be faced 
where “ compromise" simply won't work. The trains 
must run and they must run on o r near schedule; too 
many people and businesses are dependent on the 
products delivered to interrupt service: Closing down 
the railroad in winter is no solution. Scheduling the 
trains to run only in daylight hours won’t work, with 
only four to five hours o f daylight present during the 
critica l months. Accurately predicting where and 
when deep snows w ill occur is beyond human 
technology. We must look to the tracks and trains 
themselves fo r solutions.

Perhaps the most “ far-out" solution offered so far 
was that o f a giant cushioned rubber bumper attach­
ed to the fron t o f the locomotive. Here, laws o f 
physics and elasticity come to bear, causing visions 
o f a moose being hit at 40 mph, sinking into this giant 
cushion, and then being sprung out in fron t o f the 
train again, only to be picked up and thrust again, 
endlessly bouncing down the tracks.

Another more realistic attempt was to mount sonic 
whistles on the locomotive which might alert the 
animals. The experiment failed, however. When the 
train moved comparatively slowly, the whistles didn’t 
whistle, and when it was very cold they froze into 
siience.

Slowing the tra in from 40 to 20 mph in "ho t spot" 
areas was another idem Not only did scheduling d if-

In times o f heavy snow, moose make use o f 
the cleared areas on the tracks o f the Alaska 
Railroad fo r walking and resting. Here, a 
train has stopped fo r a moose bedded down 
on the tracks during a snowstorm in the 
w inter o f 1985.

M. Penn
Anchorage Daily New s
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faculties make ihis impossible, but the trains couldn't climb cer­
tain grades on the icy tracks i f momentum was lost.

Decking or covering the tics on trestle bridges to permit 
moose to safely cross was suggested, but this idea was denied 
because speed sensors on the train wheels reportedly w ill not 
work properly in the presence o f the coverings.

One o f the major problems in deep snow is that o f the “ tun­
nel" effect which trains create w ith their own snow plow on 
the front. In this situation, once a moose is on the track, after 
struggling in deep snow, it won’t leave even with a train bear­
ing down on it. There is little room between the train and the 
wall o f snow and the moose are often sideswiped. “ W ing plow­
ing,”  where special equipment plows 20 feet on either side o f 
the tracks seems to have merit in certain areas where topography 
permits, but this is not the complete answer. When the railroad 
bed is significantly higher than surrounding terrain, moose still 
prefer the track bed to jumping down into deep snow.

The best, but perhaps most complicated, scheme offered so 
far is to allow permit hunters to harvest moose along the railway 
corridor, at times when heavy snowfall occurs. Logistically, this 
would prove d ifficu lt. First, permits would have to be fa irly 
allocated and there would be no guarantee in any particular 
year that a hunt would be held. The hunt would occur only 
in areas determined to be "ho t spots" and then only w ith in a 
narrow co rrido r along the tracks. When snows are deep, 
snowmachines bog down and would prove worthless. Further­
more, hunters riding snowmachines, or even walking down the 
railroad right-of-way, simply would not be safe; eventually 
someone would be hit by a train.

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

Based on random permit drawing, there is a chance that some 
inexperienced hunters might be drawn who would have no idea 
o f the severity o f camping out in -40° weather. To leave them 
out in these conditions overnight could prove disastrous, par­
ticularly i f  a storm occurred. Inevitably, someone would get 
lost, frostbitten, or hypothermic.

For lack o f a workable solution, the problem is :'ar from 
resolved. We would all like to see a harvest shift from trains 
to hunters. In Canada, Sweden, Norway, and Russia, game nr(M '\lcr' sffk'p*7 fn fbi* but '•s 'w??
no economically feasible soiuuon nas occn round, rcncxng ootn 
sides o f the railway would not only be exorbitantly expensive, 
but would also cut the moose o f f from their winter habitat. 
Overpasses or underpasses, w ith wing fences to funnel the 
animals onto these routes, have shown promise in Europe, but
i

Frank Box, boilermaker fo r the Alaska 
Railroad, welds one o f two lights that were 
attached to the locomotives to chase moose 
o ff the tracks.

because o f the great mileage involved would require literally 
millions o f dollars to accomplish effectively in Alaska. Just such 
an underpass has been proposed outside Anchorage under the 
Glenn Highway; the results o f this experiment w ill tell us much 
over the next few years.

Can our railbeit moose populations sustain these losses? The 
answer is a cautious “ yes, ”  with the adjustment o f seasons and 
bag lim its, but game managers would prefer to see a better use 
for the tons o f meat that are spoiled by a train’s crushing impact.

As Alaska moves into the 2lst century, answers to this vex- 
ing problem may be found. In the meantime, game biologists 
must continue to obtain basic biological in form ation to justify 
attempts at possible solutions.

Jnck O. Didrd'son, whty /»as beer 'ubh the depcn^em  
doy, serves as Area Game Biologist wun the Division oj Game. 
ADF&G, Palmer.

Raymond J. Kramer serves as Game Biologist, Division of 
Game ADF&G, Anchorage

■ M a s ic a  F i s n  &  G j m e

Anrliorni]'* Pmly 
Hr



Reso lu tion  No. 8 5 -5 :
R e la ting  to  the po licy  o f 
H iring A laska Residents

WHEREAS the Board o f  D ire c to rs  o f the A laska R a ilro a d  C o rp o ra tion  

has exam ined co rp o ra te  s ta tis tic s  to  determ ine the ra t io  o f  A laska residents 

hired to  non -residen ts ; and

WHEREAS th is exam ination revea ls tha t nea rly  a ll new employees 
were A laskans at the tim e o f  em p loym ent; and

WHEREAS sound ju s t ific a t io n  existed fo r  the em p loym ent o f those 
non -residents;

NOW, TH EREFO RE , BE IT RESOLVED tha t management o f the 

C o rpo ra tion  continue th is p e rfo rm ance  in hiring A laska residents to  develop and 

to m ainta in a v iab le  and stab le  w o rk fo rc e  fo r  both the C o rp o ra tion  and the S ta te  
o f A laska . .



Prepared: «21-Aug-95

BCC/CASJ-FLDU The Alaska Railroad Corporation
C:SUDGET86 Cash Flow Analysis

1985

January February March April May June July August September October November Decewber Total

Inccwe

i i i m m i i l i u m H H t+a -H H -IM +H i m m i i H H H H -m u m H i i t t m i i i m m i m a m t i -H+H++*a m i m i W I I W

Freight 
Passenger 
Real Estate 
Other

$3,445
33
343
410

$3,993
33
340
410

$4,150
33

343
410

$5,157 
40 
240 
410

$5,963
290
340
418

$6,357
1,100

340
419

$8,178
1,208

340
410

16,113 
1,100 

349 
410

$5,543
540
340
410

$4,784
59
340
418

$4,394
59
340
410

$4,394
60
340
410

$59,671
4,529
4,3fi«
4,929

Total Incowe $4,225 $4,773 $4,930 $5,947 $7,003 $7,937 $8,128 >7,963 $6,933 $5,584 $4,894 $4,904 73,191

Expenditures

Freight 
Passenger 
Real Estate 
Other

$4,229
68
24

310

$4,445 
63
25

313

$4,520
S3

25
310

$4,450
153
33

313

$4,515
*50

319

$4,315
1,515

30
310

$4,915
1,535

38
319

$4,915
1,595

03
313

$4,615
655
33

319

$4,585
159
38

319

$4,350
150
38

319

$4,350
150
33

313

$54,775
6,640

344

3,729

Total Expenditures $4,614 $4,343 $4,915 $4,940 $5,335 $8,770 $6,799 $6,769 $5,319 $3,355 $4,340 $4,340 65,479

Net Inccwe

Freignt 
Passenger 
Reai estate 
Other

($775)
(33)
o!6
123

($432)
(30)
315
130

($370)
(33)
315
138

$737
(113)
318
100

$1,448
(163)
319
108

$1,142
(415)
319
139

$1,263
(3351
310
100

$1,198
1*05)

318
109

$1,328
(315)
313
180

$219
(1'00)
310
100

($256)
(100)
318
100

($256)
(90)
318
130

$4,396
(2,129)

3,736
1,300

■Cash Flow ($389) ($87) $15 $1,007 $1,638 $1,137 $1,338 $1,293 $1,123 $529 $54 $64 $7,712

preciation $430 $400 $403 $400 $400 $409 $400 $400 $400 $400 $400 $400 $4,380

Net Inccwe (Loss) ($789) ($487) ($335) $637 $1,298 $737 $938 $8«3 $723 $129 ($346) ($338) $2,912

Accumulated Cash Flow $4,511 $4,444 $4,*59 $5,486 $7,164 $8,331 $9,639 $10,842 $11,965 $12,494 $12,548 $12,612 $12,612

.'CTEj Assumes Starting January balance of $4,900,330 working capital fund provided by state. 
Does not include interest earned on cash flew



ALASKA RAILROAD CORPORATION
Pouch 7-2111 
Anchorage. Alaska 99510-

November 27, 1984

The Honorable B ill She ffie ld
Governor
State o f A laska
Pouch A
Juneau. AK 99811 

D ear G overnor She ffie ld :
Enclosed fo r  your in form ation and consideration is the budget subm itta l fo r  the 
Alaska R a ilro ad  Corporation . This document was approved at our .November 21 
Board meeting and includes our funding requests for the upcoming Leg is la tive  
session.
In accordance with the authority granted in the A laska R a ilro ad  C orpora tion  
Act, we established the calendar year as the R a ilro a d ’ s fisca l year fo r  both its 
operating and cap ita l budget cycles. This approach avoids placing a burden on 
the R a ilroad  to perfo rm  end -o f-yea r reporting during its busy summer ac tiv ity , 
and provides g rea te r ease fo r cap ita l planning consistent w ith the R a ilroad 's  
annual cyc le  o f ac tiv ity .
The firs t  part o f the enclosure contains the Ra ilroad 's C Y -8 5  (ca lendar year) and 
C Y -8 6  cap ita l budget. The tw o-yea r program  is fo r  app rox im ate ly  $44.1 
m illion . P ro jec ted  revenues and ava ilab le  appropriations w ill be used to fund 
about $24.4 m illion . The remaining $19.7 m illion is being requested as part o f 
the State's F Y -3 6  cap ita l budget.

The second part o f this enclosure addresses the question o f antic ipated operating 
loss from  continued passenger serv ice. It  is estim ated that approx im ate ly  $1.7 
m illion in additional revenue in C Y -8 5  and S1.9 m illion  in C Y -8 6  w ill be needed 
to cover operating costs fo r  the Ra ilroad 's passenger operations. Consistent 
with the A laska R a ilroad  Corporation Act, we are subm itting a repo rt detailing 
the costs associated with the continued provision o f these services. However, we 
have decided against requesting any subsidy at this tim e, but w ill cover these 
losse with o ther availab le revenues. In addition, it  should be noted that about 
$7.5 m illion o f the C Y -8 6  cap ita l budget includes cap ita l assistance re la ted  to 
the continued provision o f passenger service.
Due to our recent decision to switch to a calendar yea r fisca l yea r, the necessary 
m ateria l explaining the complete C Y -8 5  and C Y -8 6  operating budgets has not 
been com rle ted . Another package with the deta iled in fo rm ation  on the 
operating Oudgets ^or  ̂wo Yoarc w ill pe ^op/veroec sncrtiv .



The Honorable B ill Sheffield
November 27, 1984 2 .

Due to tim e constra in ts , the Board has not had an ample opportun ity to become 
fam ilia r with a ll components o f the enclosed subm itta l. We antic ipate the need 
to make some adjustments during the weeks ahead as we become be tte r 
acquainted w ith this in form ation  and rece ive g rea te r spec ific ity  on tra n s fe r- 
re la ted  costs and liab ilitie s . By tran sm itta l o f this le t te r , the Board o f D irecto rs 
o f the A laska R a ilro ad  Corporation respec tfu lly  requests you r concurrence with 
the cap ita l funding request contained in this m ate ria l.

I f  we can be o f any fu rth e r assistance in helping you review  this m atte r, o r i f  you 
would like us to be ava ilab le in Juneau to discuss this fu rth e r, p lease le t us know.
Thank you fo r  you r consideration o f this m atte r.

Enclosure
cc:
Frank Chapados. VChairman, ARR  Corp . Board o f D irec to rs  
Gera ld Valinske, Member, ARR  Corp . Board o f D irec to rs  
Lewis D ickinson, Member, A RR  Corp . Board o f D irec to rs  
Myron Christy , Member, A RR  Corp . Board o f D irec to rs  
R ichard Knapp, Comm issioner, S tate DOT/PF 
R ichard Lyon, Comm issioner, S ta te DCED 
Mark H ickey. S ta te  R a ilro ad  C oord inator 
A rnold Polanchek, A RR  Actg. Genera l Manager

I Jam es O. Campbell 
\ychairm an o f the Board



Tilt ALASKA RAIt.HOAD 
CALENDAR YEAR 1905 AND 1906 CAI’ IIAI. I'llOJICIS 

1 IN MILLIONS

CA1ENDAR YEAR 1905 CA1ENDAR YEAR 1906
Total 
CY *B5 
118 .0

ARR 
FY -e4 
16 .4

State 
FY '05 
16 .0

S ta te  
FY '86 
1

Total 
CY '06 
J 2 6 . 1__

ARR
CY‘ 85
112 .0

State 
FY -06 
114.1

DUIUIJNGS

1. Energy Conservation-Phase IV 1.250 1.250
2. Warehouses .110 .110
3. Computer A ir Conditioning .065 .065
4. Fuel S ta t ion  1airbanks . 100 .100

11.425 11.425 1 .100™ 1 .100

ROAIXlEDj  ̂IIV.CK A OTHER FACILITIES

5. B a l la s t  P lacing 1.250 1.250 1.500 1.500
6. Bank Widening .450 .200 .250 .800 .800
7. Ra i l L u b r ic a u rs .060 .060 .060 .060
8. Palmer Branch R eh ab i l i ta t ion .400 .200 .200
9. Rai 1/1 le  Fast i.ers .500 .200 .300 .750 .750

10. Microwave Radio .425 .425 .250 .250
11. Bridges .800 .500 .300 1.000 1.000
12. Tunnels 1.500 .325 .115 1.060 1.000 1.000
13. U t i l i t y  SysUnis .650 .650 .400 .400
14. Fuel S ta t ion Additions-Anchorage .250 .250
15. Wh it t ie r  Ramp and T0TC F a c i l i t i e s .475 .300 .175
16. E ie lson Branch Rehab 2 .100 1.000 1.100 1.900 1.900
17. Barge S l ip  4 2 -M i i t t l e r .300 .300
18. Hot Box and Urag Detectors .500 .500
19. I0FC Icmiinai Upgrade 1.500 1.500

19.160 14.275 1 .600 14.205 19.660™ 16.000™ 12.060



EQUIPMENT

0 TI lb it PRO. I( CIS

THE ALASKA RAILROAD 

CAIENOAR YEAH 1985 AND 1906 CAPITAL PROJF.CIS 

1 IN HIlLIOtJS

Total 
CY ‘O'* 

110.0

CAIEHOAR YEAR 1905

ARR 

FY '84 

6̂.4

Stale 

FY ‘85 

16.0__

State 

FY *86 

1 5.6

CALENDAR YEAR 1906

Total 

CY '06 

1?6.1

ARR

CY‘85

1 12.0

State 

FY -86 

114.1

20. locuiotives

21. Hopper Cars

22. TOFC Cars

23. Covered Hoppers-Cement

24. Passenger Car Upgrade

25. Engineer Construction

26. Snow Removal

27. Locomotive Cr<ne 

20. Haterlal Handling

29. Ielecauminlc.il ions Test

30. Upgrade Radiol

31. Locuiotive Rebuild

32. Tank Cars

33. Flat Cars-Cluin Tie Down

34. Axle latlie

35. Wheel Lathe

36. Repair Dock Crane (Sew.)

1.500 

1.150 

.920 

.125 

.300 

.950 

.900 

.800 

.005 

.125 

.200

.415

.005

.200

1.500 

1.150 

.920 

.125 

.300

.900

125

.535

.000

17.055 1 .700 15.020 11.335

. 700 

.490 

.305 

. 125

2.000 

1.100 
.000

.100

1.600 

.550 

.400 

. 100 

.200

 . 300

10 050

.700

.490

.305

.125

1.510 

1.100

. 100

.230 

. 160 . 100 

.200

15.100

.490

.000

1.600

.320

.240

 ;300_

13.750

Passenger Service 

37. Glazing, Platforms, Repairs 

Main Line 

30 -Denali Park

39 -Remanufaclui <■ 10 Cars

40 Shuttle Inprouments

I0IAIS

.300

1 .3110

iin.opo"

.300

1 .300

16.400 16.000 15.620

. 1 0 0 . 1 0 0

5.000 5.000

2.400 2.400

$1,500" 17*500

1 ?g " |I0 112.000 1T4 .TT0



THE ALASKA RA ILROA D  
CALENDAR YEAR 1985 PR IO R IT Y  CAPITAL PROGRAM

BUILD INGS

1. Energy C onservation -Phase IV $1 ,250 ,000
2. Warehouses 110,000
3. C om pute r A ir Conditioning 65 ,000

$1 ,425 ,000
ROADBED . TRACK & OTHER FAC ILIT IES

4. B a lla s t P lac ing 1 ,250,000
5. Bank Widening 450,000
6. R a il Lub rica to rs 60,000
7 . Pa lm er 3 ranch Rehab ilita tion  400,000
8. R a il/T ie  Fastners 500,000
9. M icrowave Radio 425,000
10. Bridges 800 ,000
11. Tunnels 1,500,000
12. U t i li ty  Systems 650 ,000
13. Fue l S ta tion  Additions -  Anchorage 250,000
14. W h ittie r Ramp and TCFC Fac ilitie s  475 ,000
15. E ie lson Branch Rehab ilita tion  2 ,100 ,000
16. Barge Slip 02 -  W h ittie r 300,000

$9 ,160 ,000
EQUIPMENT

17. Locom otives (5 ) -  Financed 1 ,500,000
18. Hopper Cars (65 ) -  Financed 1 ,150,000
19. TOFC C ars (30 ) -  Financed 920 ,000
20. Covered Hoppers -  Cement (5 ) 125,000
21. Passenger C a r Upgrade (17 ) 300,000
22. Engineer Construction 950 ,000
23. Snow Rem ova l 900 ,000
24. Locom otive  Crane 800 ,000
25. M a te ria l Handling 85 ,000
26. Telecommunications Test 125,000
27. Upgrade Radios 200 ,000

$7 ,055 ,000
OTHER PROJECTS

28. Passenger Service -  G lazing, P la tfo rm s . Repairs 380,000
$380,000

TOTAL $18.020.000

1 1 - 3 4



THE ALASKA RA ILRO A D  

CALENDAR YEAR 1985 PR IO R IT Y  CAPITAL PROCRAM

BU ILD INGS

1. Energy Conservation -  Phase IV $1 ,250 ,000

Funds requested a re  part o f a la rg e r p ro je c t approved in 1980. To date,
$5 .65 m illion  has been obligated fo r  this p ro je c t. This 51.25 m illion  w ill 
com p lete construction o f Anchorage R a ilro ad  heating p lants and e lim inate 
dependence on the high-cost outmoded Kn ik Arm Power P lan t fo r  heat supply. 
Chugach E le c tr ic  Association has stopped e le c tr ic ity  generation at this p lant and 
scheduled the shut down o f steam production in 1985. This phase w ill in sta ll 
modern, e ffic ie n t , and properiy sized heating p lants that w ill re a lize  significant 
energy savings, and improve working conditions. Large sections o f  the 
3 0 -y e a r-o ld  steam  distribution system w ith high heat losses and maintenance 
cost w ill be e lim inated . The insta lled  system  w ill pe rm it u tiliza tion  o f waste o il 
burners fo r  shop heat and the processing o f  steam . The retu rn  on investment 
based on a $3 .2  m illion  investment is 27 percen t.

2. Anchorage Warehouses SI 10,000
Prov ide fo r  the fencing and paving o f  the M ateria ls  Y a rd  in Anchorage.

R e loca tion  o f the M ateria l Yard w ill provide c rit ic a lly -n eed ed  space in the 
Anchorage tra in yard as well as co - lo ca tin g  this ac tiv ity  w ith the rest o f the 
warehousing operation . Paving and fencing w ill a llow  m ate ria l handling with 
fo rk li f t s  instead o f ra i l cranes and provide required secu rity . The retu rn  on 
investment fo r  this p ro jec t w ill be 29 percen t.
3. C om puter A ir Conditioning $65 ,000

Rep lace  computer room a ir cond itioner and upgrade Wang Room  air 
conditioning capacity . The com puter room a ir cond itioner is in poor condition 
and not expected to operate re liab ly  during the 1985 summer season. The Wang 
com puter equipment operation has grown beyond the capacity o f  the existing a ir 
conditioning unit. Adequate a ir conditioning is essentia l f o r the computers to 
rem ain ope ra tiona l and to p ro tect the R a ilro a d ’ s con trac ts and lease agreements 
with equipment suppliers.

ROADBED . TRACK AND OTHER FAC ILIT IES
6. B a lla s t P lac ing $1 ,250 ,000

Annual res to ra tion  o f  track surface and alignment w ith ba lla s t is required to 
maintain p roper track structu re in accordance with FRA  Track Sa fe ty  Standards, 
maintain sa fe  tra in  speeds, and to prevent acce le ra ting  maintenance costs due to 
de te rio ra ting  track  structu re . D istortions o f  track  surface which occur due to 
fro s t action , oe rm afros t m elt, norm al compaction and degradation o f b a lh s t 

_ require raising and realigning, and placing o f new ba lla st. Auoicionai se iec :
j1 crushed ba lla s t is used to improve drainage in o rder to decrease fu rthe r

distortions as w e ll as prevent la te ra l disp lacement o f the track structure oue to 
i increased tra in  speeds, increased t ra f f ic , and therm a l stresses.

-1-



5. Bank Widening $450 ,000

Provide 120,000 cubic yards o f aggregate which is considered the minimum 
essentia l in an annual program  to increase the s tab ility  o f the R a ilro a d ’ s 
mainline embankment, reduce pe rm a frost m e lt, and prevent waste o f crushed 
ba lla st. Bank widening along the main line has been m inimal since the 
earthquake repa irs o f  1964 and 1965. Approxim ately 250 m iles o f  m ain -line  
subgrade requires widening o f  shoulders to  standard width to m aintain the track 
to line and grade, provide walkways fo r  trainmen and perm it maintenance o f the 
track  structu re  to FRA  standards. P e rm a fro st m elt in past years has c rea ted  a 
situation that is se lf-d e s tru c tiv e . Crushed rock in many areas now runs d ire c tly  
to the bottom  o f the embankment slope. A c rit ic a l area is the section from  
Dunbar to Happy (a pe rm a frost reg ion) where res to ra tion  o f shoulders is a must.
6. R a il Lub rica to rs $60 ,000

Insta ll five  ra il lub rica to rs to reduce ra il w ear and improve locom otive  fue l 
consumption. Tests conducted by AAR, FRA FAST, and some C lass I ra ilroads 
indicate as much as a 40 -pe rcen t reduction in locom otive fu e l consumption as 
well as reduced wheel hunting and ra i l w ear from  se lec tive  ra il/ f la n g e  
lub rication . The lub ricators w ill extend the life  o f five  m iles o f ra il on curves an 
estim ated two years, from  seven to nine years. The retu rn  on investm ent is 59 
percent. Payback is 1.3 years.
7. P a lm e r Branch R ehab ilita tion  $400 ,000

This c r it ic a l section o f the R a ilro ad  requires rehab ilita tion  in 1985 in order 
to m aintain the existing and fo recast leve ls o f ra i l serv ice. During the past year, 
ove r 6 -1 /2  m illion  tons o f g rave l (79%  o f the to ta l tonnage) moved ove r the 
Pa lm e r Branch. The weight o f ra i l on the Pa lm e r Branch between m ilepost 3.6 
and 4.5 is 70# compared to 115# ra i l on the main line. The 70# ra il is inadequate 
fo r  the loaded grave l cars. The ra i l has become su rface bent and kinked. Angle 
bar fa ilu re  is high and cross leve l is extrem e ly  d iffic u lt  to m aintain . Because the 
cross ties a re  in poor condition, 500 per m ile must be rep laced ove r the entire 
branch. Work w ill include rep lacing 2400 fee t o f curve worn 115# ra i l , shoulder 
cutting where mud now blocks drainage, and the introduction o f standard ta lla s t  
sections.
8. E lastom eric  R a il/T ie  Fastners $500 ,000

To increase ra il s tab ility , reduce longitudinal ra il m ovement, and increase 
ra il life  on curves. This takes advantage o f the "sta te  o f the a rt"  fastners . 
commonly re fe rre d  to as Pandro l p lates and clips to provide a cost e ffe c t iv e  way 
o f ensuring g rea te r ra i l sa fe ty . R a il ro ta tion  on curves in recen t years has 
increased la te ra l loading o f gauge face which resu lts in increased ra i l w ear, ra il 
corrugation , gauge widening, and ra il ro llo v e r. Wood ties, cut spikes, and 
standard tie  p la tes are no longer adequate under today's wheel loadings. The 
Pandro l p la tes and clips provide a w ider base (1 5 -1 /2 "  vs 13") whicn increases 
stab ility , and provides a clamping fo rc e  o f * -  5000 psi per c lip between p iate and 
ra il base. This clamping fo rce  also elim inates the neea fo r  ra il anchors and, 
'when used o u t -o f- fa c e  on hardwood ties, will p revent ra i l ro llo v e r. D era ilm en ts

U y  aail aollniiM* • «• I • 1 ^  U ^  «i ‘ £
* Pandro l p la tes and clips had been insta lled . Funds w ill purchase E lastom eric  

piates, c lips, shoulder inserts. "E" clips, anchors, and screws.



9. Microwave Radio $425,000
Provides m icrowave rad io te lecom munications between Po rtage  and Moose 

Pass and Hurricane and Gold C reek . Last yea r the R a ilro a d  completed a 
m icrowave system  ove r the en tire  main line except fo r  those two segments and 
from  Po rtage to W h ittie r. This work w ill com plete the rep lacem ent o f open w ire 
telephone po le  lines with m icrowave except fo r the 12 m iles from  Portage to 
W h ittie r. The telephone pole line between Po rtage  and Moose Pass is in need o f 
m a jo r rebuild ing at an estim ated cost o f $200 ,000 . This line is a lso subject to 
outages from  adverse w inter conditions as w e ll as m an-made causes. With the 
increased t ra f f ic  to Seward (coa l export and TOFC ), the pole line w ill be unable 
to  c a rry  the required data and communication t ra f f ic . Im proved and re liab le  
tra in  communications w ill be provided in both areas. The re tu rn  on investment 
based on rebuild  cost avoidance is 139 percent.
10. Bridge P rog ram  $800,000

Funds a re  required fo r  the cyc lic  rep lacem ent/renew al o f bridges and 
cu lve rts a long the ra ilroad  trackage. The 1985 program  includes m ajor 
maintenance o r  renewal o f 22 bridges, 23 cu lve rts , and 2 tunnels. Repairs and 
maintenance a re  necessary to maintain bridges, cu lve rts , and tunnels in a sa fe  
condition fo r  ra i l t ra f f ic . Rep lacem ent o f bridge timbers, cu lve rts , and timber 
supports is necessary on a 3 0 -y e a r cyc le , depending upon the qua lity o f orig inal 
m ate ria ls , lo c a l environm enta l conditions and specia l c ircumstances, such as 
fire s  and accidents. These expenditures w ill m inim ize the requirements fo r  
placing slow o rders which cause increased running tim e and operating cost.
11. Tunnel Program  $1 ,500 ,000

Funds w ill be used to reconstruct the roadbed and track , rep lace tunnel 
tim ber supports and increase tunnel c learances in the fiv e  tunnels south o f 
P o rtage  between m ilepost 51 and 53. The resu lt w ill be reduced maintenance 
costs, increased operating e ffic ien cy , and the m inim izing o f  operational 
hazards. W in ter icing problems require constant maintenance and the ever 
present th rea t o f accidents. Tunnel supports need rep lacem ent and extension to 
p reven t rock fa lls . Overhanging rock  slopes which a re  unstable must be removed 
and stab ilized . Avalanche hazard areas also require s tru c tu ra l p rotective 
measures. Tunnel c learance w ill be increased to a llow  standard c learance in the 
tunnels. These tunnels a re subject to continuous w ater problem s that have 
de te rio ra ted  the track  structu re , necessitating reconstruction o f the roadbed and 
track . The tonnage increases brought about by TOFC movements and the export 
o f  coal require the upgrading o f these tunnels to an acceptab le leve l fo r safe and 
e ffic ie n t operating conditions. An engineering design con trac t was funcea in the 
FY  ’84 budget.

12. U ti lity  Systems $650,000
This is pa rt o f a m u lti-yea r program  o f rep lacem ent o f 30-p lus year o ld 

e le c tr ic a l, w a te r, sewer, and heat distribution systems. The $650,000 in 1985 
w ill concen tra te on meeting EPA requirements which the R a ilro ad  considers as 
high p rio rity . U ti lity  systems in Anchorage, Fairbanks, and W h ittie r Yard areas 
have exceeded expected lives. Corrosion t-o nipp<; and valves, breakdown o f 
e le c tr ic a l insu lation and re la ted  aging problems are causing frequent 
maintenance e ffo r ts , energy waste and dangerous working conditions. Asbestos



pipe insulation, PCB  o il in e le c tr ic a l gear, and non-code construction also 
requires rep lacem ent o f these systems. This m odern ization w ill reduce costs, 
reduce losses due to outages, and rem ove hea lth  and li fe  sa fe ty  hazards. Retu rn  
on investments on p ro jec ts using these funds ranges from  34 to 68 percent, with 
an average RO l o f 51 percent.
13. Anchorage Fuel Sta tion Additions $250,000

Provides fo r  e ffe c t iv e  and e ff ic ie n t operationa l upgrade o f Anchorage 
locom otive fu e l sta tion . Includes the in sta lla tion  o f lube o il and waterlines, 
re location  o f fu e l stanchions, and rep lacem ent o f eight fue l m eters. The lube 
and w ater lines a re  needed to enable fu ll locom otive  servicing a t the fue l 
sta tion . The cu rren t tem porary  a rrangem ent is expensive to maintain (as it must 
be removed in the fa l l and re in sta ted  in the spring) and serves only one track . 
Re loca ted  fu e l stanchions w ill e lim inate  the need fo r  long hoses which are 
expensive to renew, d iff ic u lt  to handle, present a tripping hazard , and increase 
damage done to fue ling valves from  strik ing  the pavement. New fue l meters w ill 
be rem ote readout tem neratu re compensated. The curren t meters are
inadequate due to r e s t r ic t ’ d flow  .a t e  and lack o f  tem perature comoensation. 
They do not have the capab il.ty  o f measuring fu e l added to the tanks. Return on 
investment is 36 percen t w ith a payback o f 4 .3 years based on an estimated 
20 -ye a r life .
14. W h ittie r Ramo and TQFC F ac ilit ie s  $475,000

To com plete development o f W h ittie r TOFC Y a rd . Includes construction o f 
a loading ramp, in sta lla tion  o f sto rm  drains, lighting, fire  protection , and 
grading. The fu ll development o f the TOFC Yard w ill perm it e ffic ie n t handling 
o f van fre igh t serv ice. D rainage is required to a llow  a second TOFC track to be 
insta lled . W ith both TOFC tracks, 50 t ra i le r  f la t  cars can be loaded without 
switching the cars, thus a llow ing the handling o f ra i l and tra i le r fre igh t with one 
tra in crew . Loading ramp is required to pe rm it handling o f  heavy equipment and 
TOFC which cannot be top lifted  in W h ittie r w ithout con flic ting  with the shuttle 
operation . Yard maintenance w ill be reduced by 1/2 o f a man year because o f 
be tte r drainage.
15. Eielson Branch R ehab ilita tion  Phase 1 $2 ,100 ,000

Curren t t ra f f ic  p ro jections over the portion  o f the Eielson Branch from  
Fairbanks to the North Po le  R e fin e ry  a re  575 ,000 revenue tons in 1985 and
850 ,000 revenue tons in 1986. This is an increase from  375,000 revenue tons in 
1983 and 430 ,000 revenue tons in 1984. Between MP 6 to MP 18 there are 9 .6 
track m iles o f 75# ra i l with 16" jo in t bars. 75# non -con tro l cooled ra il is 
inadequate fo r  present loads. Increased t ra f f ic  and speed requires a heavier 
section fo r  sa fe ty . The subgrade fo r  the en tire  length is substandard. Certain 
locations would require add itional shou lder m ate ria l. The spacing is 20 ties per 
39 ’ ra i l. Fixed e leva tions would requ ire a combination o f undercutting and 
plowing. To be able to maintain this portion o f track  with the increase tonnage, 
it is necessary to rehab ilita te  this line . The work includes relaying 9.6 track 
m iles o f 75# ra il w ith 115# ra i l, insulating subgrade, addinq additional m ateria l 
to bring the subgrade up to standard w idth, sledding (plowing out o ld pitrun 
ba lla s t), aHriinn/pp.olacinn ties, o lar.ina ba lla s t and surfacing track . At North 

- Po le , cne oniy aux ilia ry  tracx cne R a iiro ad  has fo r switching cars is che
1 ,5 00 -fo o t North Po le  siding. F o r the p ro jec ted  volume u f t ra ff ic , an additional
4 ,0 0 0 -fo o t  siding is needed between N orth P o le  and the re fin e ry . The pro jected
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t ra f f ic  w ill requ ire the R a ilro ad  to handle one loaded and one empty 50 -70  car 
tra in a t a tim e near the re fin e ry . The proposed track  w ill reduce the switching 
tim e at the re fin e ry .

This work is a two-phased p ro je c t; the fir s t  phase includes the ra il re lay and 
the siding at N orth Po le .

16. W h ittie r Barge Slip If 2 $300,000

To im prove the re liab ility  and function o f the Ra ilroad 's only operationa l 
barge slip in W h ittie r. The slip winches and hoists a re  13 years o ld . The motors, 
gears, bearings, and e le c tric a l gear require m a jo r overhau l o r rep lacem ent. The 
winches are frequen tly  breaking down and the new doub le-deck barges 
introduced in 1984 put increased stra in  on this equipment beyond its orig inal 
design. The sh ifting winches requ ire re loca tion , new fa irleads , and the addition 
o f  a consisten t-tension fea tu re  to enable them to be used again with the current 
and p ro jec ted  barges.

EQUIPMENT

17. Purchase 5 New 2800HP Locom otives 51 ,500 ,000

Acquisition is essentia l to provide m otive power fo r  export coa l trains 
operating between Healy and Seward in 1985 and subsequent years. The 
R a ilro ad 's  cu rren t f le e t  o f locom otives is not su ffic ien t to provide power fo r the 
new export coa l serv ice. During the past summer (1984 ), an average o f 90% 
(app rox im ate ly  51 units) were dedicated to use in perfo rm ing the existing 
business. Q f the remaining 10% (6 units), 4% (2 units) were undergoing m ajo r 
repa irs , and 6% (4 units) were receiv ing m inor repa irs and necessary periodic 
maintenance and serv ice. During the summer's peak periods, grave l trains were 
frequen tly  delayed as there were no units ava ilab le  to rep lace gravel tra in 
locom otives that required re fue ling  o r serv ic ing . The purchase o f 5 new 
locom otives w ill provide the minimum proposed consist o f  5 units in this export 
coa l se rv ice . The a lte rn a tive  o f  acquiring used locom otives was considered but 
ru led out in fa v o r o f the G P -49  2800 HP locom otives , fo u r o f which were 
purchased in O ctober 1982. The G P -4 9 , f ir s t  bu ilt in 1982, incorporates the 
la te s t "sta te o f the a rt" improvements providing d ram a tica lly  increased pulling 
power making them ideal to m eet the h ill grades the coa l tra in  w ill encounter. 
The re tu rn  o f investment fo r  these locom otives is 25 percent.
18. Purchase 65 100-ton Hopoer Cars $1 ,150 ,000

Acquisition is essentia l to support export coa l train serv ice between Healy 
and Seward. The export coa l tra in  w ill require 65 cars per tra in . With this one 
set o f cars, the tra in  w ill operate th ree times a week. The type o f car is 
com patib le  to  the hopper cars used in N orth -end coa l and Pa lm er-Anchorage 
g rave l se rv ice , thus a llow ing interchange w ith present equipment. The existing 
h oppe r-ca r f le e t  is used to fu ll capacity during the sp ring -sum m er-fa ll seasons. 
F a ilu re  to acquire these add itional cars w ill necessitate a lloca tion  o f the present 
f le e t  between coal and g rave l service during the sp rin g -sum m er-fa ll season and 
w ill endanger the R a ilroad 's  la rgest revenue commodity due to the inability fn 
furn ish ro lling  stock. Nonacquisition o f these cars w ill a lso resu lt in use o f o ld e r 
h igh-m aintenance cars fo r  w in ter serv ice. Maintenance cost o f new cars is 
estim ated as 3.4 cents per m ile compared to app rox im ate ly  8 .0 cents fo r  o lde r 
ca rs . The re tu rn  o f investment fo r  these hopper cars is 26 percen t.
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19. Acquire 30 Intermodal P la tfo rm  Cars $920,000
Acquisition necessary to support increased TOFC service on a ll m ajor 

segments o f the R a ilroad 's main line. This purchase involves 30 in term odal 
p la tfo rm  cars , each capable o f moving three tra ile rs  o f 27 to  50 fe e t and 
weighing up to 100,000 gross weight pounds per t ra i le r . This w ill enable the 
R a ilro ad  to m arket tra ile rs  with heavy loads and thus take advantage o f the 48' x 
102" equipment presently entering the m arket. Severa l o ther benefits w ill 
accrue upon acquisition o f these cars. The R a ilroad  would retu rn to the owner 
13 cars now on daily ren ta l, saving $118 ,625 annually . An additional 10 cars 
leased by A laska H yd ro -T ra in  would be re leased saving $72,885 in annual m ileage 
payments. Acquisition o f these new cars would perm it the reduction o f one tra in 
w eekly to W h ittie r and one to Seward saving $699 ,190  annually . Tota l annual 
savings is approx im ate ly  $900 ,000 . The re tu rn  on investment fo r  these cars is 24 
percent.
20 . Acquire 5 Covered Hooper Cars $125,000

Cars a re  needed to meet cu rren t and pro jec ted cement t ra f f ic . For the past 
fo u r seasons, the demand fo r  cement movement has consistently been in excess 
o f the R a ilro ad 's  ab ility  to supply covered hopper cars . The Railroad 's need is 
fo r  10 cars and this requests the acquisition o f  5 used, covered hopper cars in 
1985 w ith a fo llow  up o f 5 in 1986. In 1984, the R a ilroad  had to lease 7 
add itional cars at $20 per day. K a ise r Cement Company also leased 5 cars. 
These tem porary  arrangements are more expensive fo r  both parties and there is 
no assurance they can be leased in fu tu re  seasons. The revenue loss is at least 
$285 ,000  annually due to equipment nonava ilab ility  based on 5 cars per week at 
$3 ,000  a ca r over a 19-week season. The re tu rn  o f investment based on a 
10 -yea r li fe  is 200% with payback in less than one year.
21 . Upgrade 17 Passenger Cars . $300,000

To provide re liab le  a ir conditioning and essentia l passenger amenities to 
passenger cars used between Anchorage and W h ittie r to service cruise ships. 
This upgrade proposal w ill in sta ll 3 transfo rm ers and a tra in line in each car to 
serv ice a ir  conditioning, repa ir f lo o rs , repa in t, repa ir upholstery and other 
de fic ienc ies as necessary. The R a ilro ad  faces the rea l possib ility that ra il 
se rv ice provided the past two years to cruise ships docking at W h ittie r w ill he 
canceled w ith resu ltant loss o f revenue unless the re la tiv e ly  poor passenger 
c om fo rt from  using these cars can be improved. This has created a serious 
public re la tion s image fo r  the R a ilro ad . The cars re ly  on generators driven by 
the car wheels that also charge the batte ries. The capacity o f the batteries is 
such that the a ir conditioning can operate only about 30 minutes when the car is 
standing. The nature o f the service provided necessitates the cars standing at 
Ancnorage fo r  approxim ately 6 hours between trips to W hittie r. Because the 
cars are exposed to the sun during this period, the in te rio r heat causes extrem e 
d iscom fo rt to passengers on the re tu rn  trip  to W h ittie r. Based on loss o f revenue 
i f  cruise ship service is cancelled , the retu rn on investment is 167 percent.
22. Engineer Construction Equipment $950,000

Rep lace end mod,''‘ni7e construction equipment used bv the Engineering 
-D ep a rtm en t. The existing Engineering Departm ent equipment r le e t is 
inadequate to conduct maintenance and construction programs. Much o f the 
equipment has been in serv ice so long that frequent breakdowns occur which.
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along with the unava ilab ility  o f pa rts , resu lts in high maintenance costs. Sa fe ty 
is a paramount concern and would be substan tia lly  enhanced with the 
rep lacement o f o ld e r equipment. The $950 ,000 requested w ill rep lace 32 items 
which constitu tes the highest p r io rity  needs and rep resents only 2 percent o f the 
construction equipment inventory . Included are generators , compressors, ra il 
saws, bull dozers , spike d rivers , push cars, a tam per, a regu la to r, and other 
item s— most o f which are ove r 20 years old and some ove r 35. Retu rn  on 
investment varies with the piece o f equipment ranging between 12 and 165 
percent with an average RO I o f 46 percent and payback in 2.3 year.
23. Snow Rem ova l Equipment $900 ,000

Increased ra il t ra f f ic  and the expansion o f van yards at Seward and W hittie r 
and the new coa l transload fa c ility  at Seward necessitates the acquisition o f 
snow rem ova l equipment to ensure prompt c lea rance and avoid any disruption in 
te rm ina l serv ice. The R a ilro ad  is con fron ted  with a serious support problem  in 
this a rea . Three snow blowers recen tly  had to be re tired , and the remaining 
f le e t  is o ld , unreliab le and subject to frequent fa ilu re s . O f the 18 graders, 
loaders, and snow b lowers ava ilab le . 5 were built in the 6Q‘ s. 12 in the 70's, and 1 
in 1981. The existing snow blowers are sing le-use machines which are idle most 
o f the year. This proposes two m ajo r item s— loaders, incorporating quick 
disconnects, sncw blowers and buckets to provide ve rsa tility  in o rder that they 
can be u tilized  tnrcugnout the year in a planned maintenance system . Retu rn  on 
investment is 40 percen t.
24. Purchase One Locom otive Crane $800,000

To rep lace one o f three 1950 -e ra  locom otive cranes. A ll th ree cranes 
(L C -1 0 3 , 104, and 105) a re  over 30 years o ld and in very poor condition and are 
past due fo r  heavy overhau l. V irtu a lly  a ll m echanical parts are worn beyond 
rec lam ation  and wiring insu lation is seriously de te rio ra ted . Parts are no longer 
ava ilab le  fo r  these cranes. Due to the advanced sta te  o f deterio ration  o f these 
units, it is becoming im p rac tica l to continue them in a sa fe , serv iceab le 
condition much longer. The d itcher cranes are required to maintain track 
drainaqe ditches, rem ove slides, and improve unstable hillsides. The geolog ical 
nature o f the area through which the R a ilro ad  passes is very unstable, requiring 
constant c learing o f  drainage ditches, rem ova l o f rocks and mud from  tracks and 
removing ice g lac ie rs . The R a ilro ad  is vu lnerab le in three widely separate areas 
(H ea ly  Canyon, Chase B lu ffs , and the Spencer-G randview ). At times slides occur 
at a ll three locations. Serious subgrade and ba lla s t satu ration occurred during 
1984 when two ditchers w ere c learing slides and one was in the shop fo r  repairs. 
This condition necessitates the purchase o f  one rep lacem ent crane in 1985. 
R e tu rn  on investm ent is 40 percent.

25. M ate ria l Handling Equipment $85 ,000
Purchase two tru ck -ya rd  hostle rs to rep lace two yard hostlers on lease at 

$16 ,800 per annum. The R a ilroad  has expanded TOFC /COFC  t ra f f ic , most 
notab ly SeaWay Express service into Seward and A laska H yd ro-T ra in  ro l l on /ro ll 
o f f  service in to W h ittie r in 1984. In o rde r to handle this t ra f f ic  with 
c o s t -e ffe c t iv e  and re liab le  yard hostle rs , rep lacem ent o f the two leased
V/PhiC1p  ̂ w h i r h  a r p  n o p r lu  J9 v o a r^  n[(H apH  i r* C C P .d it iC P . 'V it.h  V»VT
bostle rs is advisab le . Under term s o f the lease agreem ent, the R a ilroad  is 
responsible fo r  cost o f repairs and maintenance o f the leased yard hostle rs . Due



to age o f these veh ic les, downtime fo r  repa irs was as high as 20 percent. Parts 
are becom ing obso le te , necessitating substitute parts to keep them operating. 
R e tu rn  on investm ent is 19 percent.

26. Telecom m unications Test Equioment $125 ,000

Purchase o f telecommunications test equipment is required to be able to 
m aintain the R a ilroad 's  communication systems w ithin FCC  and industry 
standards. Rad io  lab test equipment w ill provide a second rad io lab position to 
se rv ice  and m aintain base, m obile, and portab le  radios as w e ll as pagers. This 
w ill e lim in a te  the summer backlog o f rad io repa irs which has necessitated an 
ex tra  man on tra in  crews because o f unrepaired rad ios. The R a ilroad  has a very 
lim ited  amount o f  m icrowave test equipment. As the m icrowave systems age, 
outages and reduced perfo rm ance w ill re su lt unless an adequate check program is 
en fo rced . D a ta  systems test equipment is needed to iso la te  problems with 
so ftw a re , hardware, and transm ission systems. Estim ated annual savings 
resu lting  from  crew  costs, m icrowave, and data system  savings is $30,Q00.The 
average ra te  o f retu rn on investment fo r  this equipment is 26 percent.
27 . Upgrade Rad io System 5200,000

To im prove dispatcher rad io communications and in sta ll a communication 
capab ility  w ithin the W h ittie r tunnels. The cu rren t rad io system is severely 
congested. This condition can be co rrec ted  by adding m ulti-channel capacity to 
the d ispatcher rad io system . Trains can then operate  on a lte rnate  radio 
channels. The addition o f communications in the W h ittie r tunnels w ill enable 
tra in  crew s to  ta lk  to the dispatcher while inside the tunnels. No communication 
from  within the tunnel (3 -1 /2  m iles) is possible now.

OTHER PROJECTS
28. Passenger Se rv ice -G lazing , P la tfo rm s . R epa ir $380,000

To provide improved passenger amenities by upgrading defic iencies that are 
p rinc ipa l causes o f frequent tou rist passenger complaints received by the 
R a ilro a d  and the S ta te . Spec ifica lly  these funds w ill be used to rep lace window 
g lazing in six Am trak dome cars ($240 ,000 ), im prove by constructing or 
lengthening passenger p la tfo rm s at W h ittie r nd Anchorage to accomodate cruise 
ship passengers, and se lected repa ir o f seating and carpeting .



THE ALASKA RA ILRO A D  
CALENDAR YEAR 1986 PR IO R IT Y  CAPITAL PROGRAM

BU ILD INGS

1. Fue l Station -  Fairbanks

ROADBED . TRACK & OTHER FAC IL IT IES
2. Ba lla st P lacing
3. Bank Widening
4. R a il Lub rica to rs
5. R a il/T ie  Fastners
6. M icrowave Radio
7. Bridges
8. Tunnels
9. U ti lity  Systems
10. Eielson Branch Rehab ilita tion
11. Hot Box and Drag D etec to rs
12. TOFC Term inal Update

EQUIPM ENT •
13. Locom otives (5 ) -  Financing Payment
14. Hopper Cars (65 ) -  Financing Payment
15. TOFC Cars (30 ) -  Financing Paym ent
16. Covered Hoppers -  Cement (5 )
17. Engineer Construction
18. Snow Rem ova l
19. Locom otive Crane
20. Telecommunications Test
21. Locom otive  Rebuild (4 )
22. Tank C ars (25 ) -  Financed
23. F la t C ars -  Chain Tie Down (20 ) Financed
24. Axle Lathe
25. Wheel Lathe
26. R epa ir One Dock C rane -  Seward

OTHER PROJECTS
Passenger Serv ice P ro je c ts :
27. Dena li Pa rk  Station
28. Rem anu fac tu re  Ten Cars
29. Shuttle Improvements

TOTAL

$ 1 0 0 .0 0 0
$ 1 0 0 ,0 0 0

1.500.000 
800.000
60,000

750.000
250.000 

1,000,000 
1 .OOu.OOO

400.000
1.900.000

500.000
1.500.000 

$9 ,660 ,000

700.000
490.000
385.000
125.000 

2 ,000 ,000 
1,100,000

800.000 
100,000

1,600,000
550.000
400.000
100.000 
200,000 
300.000

$8,350,000

100,000
5,000,000
2.400.000

$7,3uu,uuu
$26,110.000
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THE ALASKA RAILROAD
CALENDAR YEAR 1986 CAPITAL PROGRAM  

BUILD INGS

1. Warehouses $100 ,000

This rep resen ts a much needed but frac tion a l pa rt o f the s ta rt o f a 
m u lti-y e a r program  to reo lace o r upgrade warehouses. To adequately plan and 
budget fo r  the R a ilroad 's warehouse needs, a $90 ,000 study w ill be in itia ted in
1985. This study, which w ill include a fa c ilit ie s  plan and pre lim inary design fo r 
rep lac ing warehouses, w ill fo rm  a basis o f fu tu re  cap ita l budget item s. Two o f 
the existing Anchorage warehouses have exceeded the ir expected service lives 
and have serious defic iencies. This $100 ,000 w ill be used to fund the highest 
p rio rity  and most pressing immediate needs commensurate w ith t ra ff ic  
p ro jec tion  support in 1986.

ROADBED . TRACK AND OTHER FAC IL IT IES
2. B a lla s t P lac ing $1 ,500 ,000

Annual re s to ra tion  o f track surface and alignment w ith ba lla st is required to 
m aintain p roper track  structure in accordance with FRA  Track Sa fe ty  Standards, 
m aintain sa fe  tra in  speeds, and to prevent acce lera ting  maintenance costs due to 
d e te rio ra ting  track  structu re . D istortions o f track  su rface  which occur due to 
fro s t action , p e rm a frost m elt, normal compaction and degradation o f ba llast 
requ ire  raising and realigning, and placing o f new ba lla s t. Additional se lect 
crushed b a lla s t is used to improve drainage in o rd e r to decrease fu rthe r 
d isto rtions as w e ll as prevent la te ra l disp lacement o f the track structu re due to 
increased tra in  speeds, increased t ra f f ic , and therm al stresses.
3. Bank Widening $800,000

P rov ide 250 ,000  cubic yards o f aggregate to increase the s tab ility  o f the 
R a ilroad 's  m ain line embankment, reduce pe rm a frost m e lt, and prevent waste o f 
crushed ba lla s t . Bank widening along the main line has been m inimal since the 
earthquake repa irs o f 1964 and 1965. Approxim ately 250 m iles o f m ain-line 
subgrade requires widening o f shoulders to standard width to maintain the track 
to line and grade, provide walkways fo r  trainmen and perm it maintenance o f the 
track  struc tu re  to FRA  standards. P e rm a fro s t m elt in past years has created a 
s ituation that is se lf-d e s tru c tive . Crushed rock in many areas now runs d irec tly  
to the bottom  o f the embankment slope. A c rit ic a l a rea is the section from  
Dunbar to Happy (a pe rm afrost region) where resto ra tion  o f shoulders is a must.
4 . R a il Lub rica to rs $60,000

In sta ll f iv e  ra il lubricators to reduce ra il wear and improve locomotive fue l 
consumption. Tests conducted by AAR, FRA  FAST, and some C lass I railroads 
ind icate as much as a 40-percent reduction in locom otive fue l consumption as 
w e ll as reduced wheel t"Jn f inn and ra il w e a r  f r n m  <;pipri;iv/p raii/fipnqo 

■lubrication. The lub ricato rs w ill extend the li fe  o f fiv e  m iles o f ra i l on curves an 
estim ated two years, from  seven to nine years. The re tu rn  on investment is 59 
percen t.
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5. E lastom eric  R a il/T ie  Fastners $750,000
To increase ra il s tab ility , reduce longitudinal ra il movement, and increase 

ra il li fe  on curves. This takes advantage o f the "sta te o f the a rt"  fastners, 
commonly re fe rre d  to as Pandrol p lates and clips to provide a cost e ffe c t iv e  way 
o f ensuring g rea te r ra il sa fe ty . R a i l ro ta tion  on curves in recent years has 
increased la te ra l loading o f gauge face  which resu lts in increased ra il wear, ra il 
corrugation , gauge widening, and ra i l ro llo v e r . Wood ties, cut spikes, and 
standard tie p lates are no longer adequate under today ’ s wheel loadings. The 
Pandro l p la tes and clips provide a w ider base (1 5 -1 /2 "  vs 13") which increases 
s tab ility , and provides a clamping fo rc e  o f +-  5000 psi per c lip bet. /een p late and 
ra il base. This clamping fo rce  also e lim inates the need fo r  ra il anchors and, 
when used o u t -o f- fa c e  on hardwood ties, w ill prevent ra i l ro llo v e r. D era ilm ents 
caused by ra i l ro llo v e r in recent years p robab ly could have been avoided i f 
Pandro l p la tes and clips had been in sta lled . Funds w ill purchase E lastom eric 
p lates, clips, shoulder inserts, "E" clips, anchors, and screws.
6. M icrowave Radio $250,000

Provides m icrowave radio te lecom m unications between Portage and 
W h ittie r. This w ill complete the rep lacem ent o f open w ire telephone pole lines 
with m icrowave over the entire main line. Besides removing the need fo r  a pole 
line from  Po rtage to the tunnels, it e lim inates the marine cab le in the tunnels 
and beyond to W h littie r which were placed in the 40's and about reached the end 
o f the ir use fu l li fe . This m icrowave w ill avoid rep lacem ent o f the pole line and 
marine cab le at a cost o f $200 ,000 . The m icrowave w ill provide a higher 
capacity , m ore re liab le  and secure system . The retu rn on investment is 140 
percent with a payback in 1.25 years.'
7. Bridge P roc ram  $1,000 ,000

Funds a re  required fo r  the cyc lic  rep lacem ent/renew a l o f bridges and 
cu lve rts a long the ra ilroad  trackage. The 1986 program  includes m ajor 
maintenance o r renewal o f 16 bridges and 30 cu lve rts . Included is m ajor p ier 
work on Bridge 264.1 (Susitna R iv e r at C o ld  C reek ) and Bridge 86 .6  (B ird 
C reek ). Repairs and maintenance are necessary to maintain bridges, cu lverts , 
and tunnels in a sa fe  condition fo r  ra il t ra f f ic . Rep lacem ent o f  bridge timbers, 
cu lve rts , and tim ber supports is necessary on a 3 0 -y e a r cyc le , depending upon 
the qua lity  o f  orig ina l m ateria ls , loca l env ironm enta l conditions and special 
circum stances, such as fire s  and accidents. These expenditures w ill m inim ize 
the requirem ents fo r  placing slow orders which cause increased running time and 
operating cost.

8. Tunnel P rogram  $1,000,000
This is phase three o f a m u lti-yea r program  to rehab ilita te  the tunnels south 

o f Portage between m ilepost 51 and 53. The com pleted p ro jec t w ill resu lt in 
reduced maintenance costs, increased operating e ffic ien cy , and the m inimizing 
o f operationa l hazards. W inter icing problems requ ire constant maintenance and 
the eve r present threat o f accidents. Tunnel supports need rep lacement and 
extension to prevent rock fa lls . Overhanging rock slopes which are unstable

• • » ipr^ A i»^l •« ) p » I
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pro tec tive  measures. Tunnel c learance w ill be increased to allow  standard 
c lea rance in the tunnels. These tunnels are sub ject to  continuous water problems 
that have dete rio ra ted  the track structure , necessitating reconstruction o f the 
roadbed and track . The tonnage increases brought about by TOFC movements
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and the export o f coa l require the upgrading o f these tunnels to an acceptable 
leve l fo r sa fe and e ffic ien t operating conditions. An engineering design con tract 
was funded in the FY '84 budget, and phase two was funded in CY  '85 budget.

9. U ti lity  Systems $400,000
This is pa rt o f a m u lti-yea r program o f rep lacem ent o f  30-p lus year old 

e le c tr ic a l, w ate r, sewer, and heat distribution systems. The $400 ,000 in 1986 
w ill concentra te on meeting EPA and OSHA requirem ents which the R a ilroad  
considers as high p rio rity . U ti lity  systems in Anchorage, Fairbanks, and W h ittie r 
Y a rd  areas have exceeded expected lives . C orrosion  to pipes and valves, 
breakdown o f e le c tric a l insulation and re la ted  aging problems are causing 
frequent maintenance e ffo rts , energy waste and dangerous working conditions. 
Asbestos pipe insu lation, PC 3  o il in e le c tric a l gear, and non-code construction
a lso requires rep lacement o f these systems. This m odern ization w ill reduce
costs, reduce losses due to outages, and remove hea lth  and li fe  sa fe ty  hazards.
The return on investment is 34 percent.
10. Eieison Branch Renab iiitation Phase II $1 ,900 ,000

Current t ra f f ic  pro jections over the portion o f the Eielson Branch from  
Fairbanks to the North Po le  R e fin e ry  are 575 ,000 revenue tons in 1985 anc 
9 5 0 ,0J0 revenue tons in 1986. This is an increase from  375,000 revenue tons in 
1983 and 450 ,000 revenue tons in 1984. Between MP 6 to MP 18 there are 9.6 
track m iles o f 75/1 ra il w ith 16" joint bars. 75/1 non -con tro l cooled ra il is 
inadequate fo r  present loads. Increased t ra f f ic  and speed requires a heavier 
section fo r  sa fe ty . The subgrade fo r  the entire length is substandard. Certa in 
locations would require additional shoulder m ate ria l. The spacing is 20 ties per 
39' ra il. Fixed e levations would require a combination o f undercutting and 
plowing. To be able to maintain this portion o f track  with the increase tonnage, 
it is necessary to rehab ilita te  this line. The w ork includes re laying 9 .6 track 
m iles o f 75/1 ra il with 115/1 ra il, insulating subgrade, adding additional m ateria l 
to bring the subgrade up to standard width, sledding (plowing out old pitrun 
ba lla st), adding/replacing ties, placing ba lla s t and surfacing track . At North 
P o le , the only auxilia ry  track the R a ilroad  has fo r  switching cars is the
1 ,5 0 0 -fo o t North Po le siding. Fo r the p ro jected volume o f t ra f f ic , an additional
4 ,0 0 0 - fo o t  siding is needed between North Po le and the re fin e ry . The pro jected 
t ra f f ic  w ill require the R a ilroad  to handle one loaded and one empty 50 -70  car 
tra in  at a time near the re fin e ry . The proposed track  w ill reduce the switching 
tim e at the re fine ry .

This work is a two-phased p ro jec t; the First phase included the ra il re lay and 
the siding at North Po le , this second phase includes placing shouider m ate ria l, 
sledding, tie renewal, placing ba llast and surfacing the track .
11. Hot Box and D rao Detectors $500,000

This funds 5 o f 12 hot-box and drag detecto rs the R a ilroad  proposes to 
in sta ll in 1986, 1987 and 1988. The State sponsored SVERDRUP ARR 
engineering evaluation conducted in 1984 also recommended 12 be insta lled . The 
purpose o f these detectors is to warn o f wheel and bearing ovemeating and o f 
riqwiomer.t draccinc or. c moving tra in . By ? lnjv?inHnn iho ennrrp n f rhe de fect in 
the train consist, the problem  car can be set out be fo re  it causes a derailm ent. 
On the basis o f preventing only one m ajor de ra ilm ent over a tw o-yea r period
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costing $750 ,000 and equating to the to ta l cap ita l cost o f 12 de tecto rs , the 
retu rn on investment is 85 percent.

12. TOFC Term inal Upgrade $1 ,500 ,000

The substantial increase in ro ll-o n  r o l l - o f f  t ra i le r  t ra f f ic  through Seward 
and W hittie r in 1984 and anticipated g rea te r le v e l o f this t ra f f ic  in 1985 and in 
the fu tu re  d ictates an upgrading o f  TOFC te rm ina l fa c ilit ie s , especia lly  at 
Seward and W hittie r. These finds w ill be used fo r  paving, van packer storage 
fa c ilite s , and upgrading o f the R a ilroads te rm ina l fa c ilit ie s  a t W h ittie r. Seward. 
Fairbanks and Anchorage, with p rio rity  to Seward and W h ittie r. It is essentia l 
that the R a ilro ad  upgrade these term ina ls in o rd e r to re ta in  this im portant 
t ra f f ic , increase sa fe ty , and improve the leve l o f  e ffec tiveness and e ffic iency . 
Spec ifica lly  the paving and upgrading w ill:

1) Increase productivity and e ffic ien cy  in the operation o f the van 
term ina l:

2) Reduce damage to tra ile rs  and ladding resu lting from  so ft surface 
causing loads to tip over;

3) Reduce damage to landing gear because o f  sinking into the ground;

4) Increase li fe  o f equipment (van packer, jockey trucks, fo rk ii fts ) because 
dust w ill be minimal:

5) P rovide a smooth operating su rface thus m inim izing vibration and 
resistant fo rce in trave l thereby increasing the li fe  o f equipment;

6 ) Increase handling capacity o f van packer because o f hard su rface ;
7) Increase sa fety in operation on hard su rface  as opposed to uneven 

g rave l surface;

8 ) Reduce possibility o f dropping tra ile rs  o r containers attribu ted to 
uneven surface;

9 ) Reduce surface maintenance cost o f  grading.

EQUIPMENT

13. Purchase 5 New 280QHP Locomotives $7C0,000
Acquisition is essential to provide motive power fo r  export coa l trains 

operating between Healy and Seward in 1985 and subsequent years. The 
R a ilroad 's  curren t f le e t o f locomotives is not su ffic ien t to provide power fo r  the 
new export coa l service. During the past summer (1984 ), an average o f 90% 
(app rox im ate ly  51 units) were dedicated to use in perfo rm ing the existing 
business. O f the remaining 10% (6 units), 4% (2 units) were undergoing m ajo r 
reoa irs . and 6% f4 unitsl were receiving m inor rope irs necessary periodic 

.m aintenance ana service. During the summer's peak periods, g rave l trains were 
frequen tly  delayed as there were no units ava ilab le  to repiace gravel tra in 
locom otives that required refue ling o r servic ing . The purchase o f 5 new 
locom otives w ill provide the minimum proposed consist o f 5 units in this export
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coal service. The a lte rnative  o f acquiring used locom otives was considered but 
ru led out in fa vo r o f the G P -49  2800 HP locom otives, fou r o f which were 
purchased in October 1982. The G P -4 9 , f ir s t  bu ilt in 1982, incorporates the 
latest "state o f the a rt" improvements providing d ram atica lly  increased pulling 
power making them ideal to meet the h ill grades the coa l tra in  w ill encounter. 
Return on investment is 25 percent. Locom otives w ill be purchased in 1985; this 
constitutes the annual payment o f p rincipa l plus in te rest.
14. Purchase 65 100-ton Hopper Cars $490 ,000

Acquisition is essentia l to support export coa l tra in serv ice between Healy 
and Seward. The export coa l tra in w ill require 65 cars per tra in . W ith this one 
set o f cars, the train w ill operate three times a week. The type o f ca r is 
compatible to  the hopper cars used in N orth -end coa l and Pa lm er-A nchorage 
gravel service, thus allow ing interchange with present equipment. The existing 
hopper-car f le e t  is used to fu ll capacity during the sp rin g -sum m er-fa ll seasons. 
Fa ilu re to acquire these additional cars w ill necessitate a llo ca tion  o f the present 
fle e t between coal and gravel service during the sp rin g -sum m er-fa ll season and 
w ill endanger the Ra ilroad 's largest revenue commodity due to the inaDility to 
furnish ro lling  stock. Nonacquisition o f these cars w ill a lso resu lt in use o f o lder 
high-maintenance cars fo r  w inter serv ice. Maintenance cost o f new cars is 
estimated as 3.4 cents per m ile compared to approxim ate ly 8 .0  cents fo r  o lder 
cars. Return on investment is 26 percent. Hopper cars w ill be acquired in 1985; 
this constitu tes the annual payment including principal and in te rest.
15. Acquire 30 Intermodal P la tfo rm  Cars 5385 ,000

Acquisition necessary to support increased TOFC serv ice on a ll m ajor 
segments o f the R a ilroad 's  main line. This purchase involves 30 in term odal 
p la tfo rm  cars , each capable o f  moving three tra ile rs  o f 27 to 50 fe e t anc 
weighing up to 100,000 gross weight pounds per t ra i le r . This w ill enable the 
R a ilroad  to m arket tra ile rs  with heavy loads and thus take advantage o f the 48' x 
102" equipment presently entering the m arket. Severa l o th e r benefits w ill
accrue upon acquisition o f these cars. The R a ilroad  would re tu rn  to the owner
13 cars now on daily ren ta l, saving $118 ,625 annually . An additional 10 cars 
leased by A laska H yd ro-T ra in  would be re leased saving $72 ,885 in annual m ileage 
payments. Acquisition o f these new cars would perm it the reduction o f one train 
weekly to W h ittie r and one to Seward saving $699 ,190 annually . Tota l annual 
savings is aoproxim ate ly $900 ,000 . R e tu rn  on investment is 24 percent. Cars 
w ill be acquired in 1985; this constitu tes annual payment including principal and 
in terest.
16. Acquire 5 Covered Hooper Cars $125,000

Cars are needed to meet curren t and p ro jected cement t ra f f ic . F o r the past 
fou r seasons, the demand fo r  cement movement has consistently been in excess 
o f the Ra ilroad 's ab ility  to supply covered hopper cars. The R a ilroad 's need is 
fo r  10 cars o f which 5 w ill be acquired in 1985 and this requests 5 in 1986. In 
1984, the Ra ilroad  had to lease 7 additional cars at 520 per day. K a ise r Cement 
Company also leased 5 cars. These tem porary arrangements a re more expensive 
fo r  both parties and there is no assurance they can be leased in fu tu re  seasons.
TUft ><3 «"4* ' n n n  o'** ■>••• •• .«*I1 aUlt 1 fc, •
• M W  • W *  W 4 I M W  *W<«w ft *4 « > f t . w ^ | W W W  Wll •• IW W ft t  J  W W W  w w  w s ^ u t p i l l W l  lift i IVJI t a  V a i l Q U i l i L  f
based on 5 cars per weeK at $3 ,000 a ca r ove r a 19-week season. Retu rn  on 
investment is 200 percent.
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17. Engineer Construction Equipment $2 ,000 ,000

Rep lace and modernize construction equipment used by the Engineering 
D epartm ent. The existing Engineering Departm ent equipment fle e t is 
inadequate to  conduct maintenance and construction program s. Much o f the 
equipment has been in serv ice so long that frequen t breakdowns occur which, 
along w ith the unavailab ility o f parts , resu lts in high m aintenance costs. Sa fe ty  
is a paramount concern and would be substan tia lly  enhanced with the 
rep lacem ent o f  o lde r equipment. The $2 ,000 ,000  requested w ill rep lace 37 items 
which constitu tes the highest p rio rity  needs and rep resen ts about 2 percent o f 
the construction equipment inventory . Included are genera to rs , compressors, ra il 
saws, bu ll dozers, spike d rivers, push cars, a tam per, a reg u la to r , tie machines 
and o th e r item s— most o f which are ove r 20 years o ld  and some over 35. The 
average re tu rn  on investment is 46 percent.
18. Snow Rem ova l Equipment $1 ,100 ,000

Increased ra il t ra ff ic  and the expansion o f van yards a t Seward and W hittie r 
and the new coa l transload fa c ility  at Seward necessita tes the acquisition o f 
snow rem ova l equipment to ensure prompt c lea rance and avoid any disruption in 
te rm ina l serv ice. The R a ilroad  is con fronted with a serious support problem  in 
this a rea . Three snow blowers recen tly  had to be re t ire d , and the remaining 
f le e t  is o ld . unreliab le and subject to frequent fa ilu re s . O f the 18 graders, 
loaders, and snow blowers ava ilab le , 5 were bu ilt in the 60 ’ s, 12 in the 70's, and I 
in 1981. The existing snow blowers are sing le-use machines which are id le most
o f the year. This purchase includes two graders, two a ll te rra in  hau lers with 27
cubic yard capacity and one se lf-con ta ined  quick d isconnect snow blower to be 
attached to an existing loader. Retu rn  on investment is 40 percen t.
19. Purchase One Locom otive Crane $800,000

To rep lace one o f three 1950 -e ra  locom otive  cranes. A ll three cranes 
(L C -1 0 3 , 104, and 105) are over 30 years old and in ve ry  poor condition and are 
past due fo r  heavy overhau l. V irtu a lly  a ll m echanical pa rts  a re  worn beyond 
rec lam ation  and wiring insulation is seriously d e te rio ra ted . Pa rts  are no longer 
ava ilab le  fo r  these cranes. Due to the advanced s ta te  o f d e te rio ra tion  o f these
units, it is becoming im practica l to continue them  in a sa fe , serviceab le
condition much longer. The ditcher cranes are requ ired  to maintain track 
drainage ditches, remove slides, and improve unstab le h ills ides. The geolog ical 
nature o f the area through which the R a ilroad  passes is very  unstable, requiring 
constant c learing o f drainage ditches, rem ova l o f rocks and mud from  tracks and 
removing ice g lac iers. The R a ilroad  is vu lnerab le in th ree w idely separate areas 
(H ea ly  Canyon, Chase B lu ffs , and the Spencer-G randview ). A t times slides occur 
at a ll three locations. Serious subgrade and ba lla s t sa tu ra tion  occurred during 
1984 when two ditchers were clearing slides and one was in the shop fo r repairs. 
This condition necessitates the purchase o f one rep lacem ent crane in 1985, and 
one in 1986. Retu rn  on investment is 40 percent.
20. Telecommunications Test Equipment $100,000

Purchase o f telecommunications test equipment is required to be able to 
maintain the Railroad 's communication systems w ithin FCC  and industry

H # *  O  l « K  ^  o r *  *  •• —
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’ service and maintain base, mobile, and portab le  rad ios as w e ll as pagers. The 
R a ilro ad  has a very lim ited amount o f m icrowave test equipment. As the
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m icrowave systems age, outages and reduced perfo rm ance w ill resu lt unless an 
adequate check program  is en forced . D a ta  systems test equipment is needed to 
iso la te  prob lem s w ith so ftw are, hardware, and transm ission systems. Estimated 
annual savings resu lting from  crew  costs, m icrowave, and data system  savings is 
$18 ,100 . R e tu rn  on investment is 26 percent.
21 . Rebuild  Fou r Locomotives $1 ,600 ,000

Rebuild and upgrade fou r obsolescent locom otives to modern standards. The 
cu rren t locom otive f le e t  is capable o f supporting planned serv ice on ly i f  a ll units 
a re  se rv iceab le  at least 90% o f the tim e. The o ldest "second generation" power 
is the fiv e  G P -40 's  purchased from  C on ra il. These units w ill be 19 years old in 
1986. One has a lready been v irtu a lly  destroyed by fire  and the wiring on the 
o the r fo u r is in such bad condition that e le c tr ic a l f ire s  a re  a constant 
p robab ility . These units must e ith e r be rep laced o r rebu ilt and upgraded. Our 
choices a re :

1) Rebuild and upgrade a ll fou r units now a t $400 ,000 each and then 
rep lace them in 10 years o r.

2) Rep lace  these four units as they se lf destruct, estim ated to be one per 
yea r fo r  the next fou r years.

Based on the present value (as o f 1986) o f  the ten -y e a r costs o f the two options, 
option once costs #3.21 m illion and option two is $3 .87  m illion , th e re fo re , the 
best option is one which rea lizes a savings o f $666 ,000 by rebuild ing fou r units in
1986.
22 . Purchase 25 Tank Cars $550,000

Acquisition is necessary to support stead ily  increasing petro leum  t ra ff ic  
from  the re fin e ry  a t North Pole to Nenana, Anchorage and Seward. Volume is 
expected to double in 1986 and increase by 50% in 1987. A lso , in addition, 
expansion o f the re fin e ry  a t N orth P o le , the R a ilro ad  needs to rep lace 10,000 
ga llon  equipment which has exceeded the econom ic age lim it fo r  tank cars. 
F a ilu re  to acquire this equipment w ill resu lt in loss o f revenue due to the 
inab ility  to handle additional t ra f f ic  and the increased cost o f  handling the 
add itiona l t ra f f ic  because o f movement in sm a lle r 10,000 gallon units. 
Add itional revenue expected from  acquisition from  this equipment w ill be 
$1 ,6 00 ,000  annually . This funding covers down payment and fir s t  year's payment 
plus financing charges and fre igh t.
23 . Purchase 20 Chain Tie-Down Cars $400,000

Cars a re required to support additional ro ll-o n  r o l l - o f f  business which is a 
re su lt o f  the in itia tion  o f this type serv ice by SeaWay Express and Alaska 
H yd ro -T ra in . Need fo r  cars has been fu rth e r increased by m arkets developed 
since 1983 using present chain tie-down equipment. These cars e lim inate 
app rox im ate ly  80% o f labor used to place machinery o r veh ic les on these ra ilca rs 
as compared to existing equipment and this resu lts in savings fo r both the 
R a ilro a d  and the customer. Heavy duty fea tu res on these cars w ill also make the 
R a ilro ad  m ors com oetetive »n the o ilf ie ld  o rodn rts m arket. Additional revenue 
expected from  acquisition o f this equipment is $720 ,000 annua lly . This finding 
covers down payment and firs t year's payment plus financing charges.
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24 . Axle Lathe $100,000

To increase axle machining capacity . Due to increased car and locomotive 
m ileage, the R a ilro ad  is unable to keep up w ith the demand fo r  new axles using 
the existing machine. The only p rac tica l a lte rn a te  to buying an additional 
machine is to ship in completed w hee l/ax le  sets. Mounted ax les take  up a lo t o f 
space and on ly 24 can be shipped on a 50 fo o t  ca r at $ 6 6 / fo o t  on the barge. 
Axles can be shipped 140 to a c a r fo r  the same p rice . Thus the shipping savings 
a re  enough to pay fo r  the machine w ithin th ree years . R e tu rn  on investment 
based on a 25 year li fe  o f the machine is 62 percent.
25 . Wheel Lathe $200,000

To maintain compliance with Association o f Am erican Railroad 's 
regu lations, an adequate wheel lathe is necessary. The existing N iles wheel lathe 
is worn to the point that the R a ilroad  w ill not be ab le to continue to produce 
acceptab le wheels (per AAR standards). The R a ilro ad  can buy a new lathe, 
rebuild the o ld . o r send the work out. Sending out is not p ra c tic a l because barge 
costs alone would be S300 per wheel set. A new la the w ill cost about one m illion 
do lla rs  and require a new foundation. Rebuilding the presen t machine (and 
updating it w ith numerical con tro l) w ill cost from  $200 ,000  to $600 ,000 . The 
rebuild can be done on a unit exchange basis keeoing down tim e to an absolute 
m inimum. The rebu ilt machine w ill use the same foundation as the old machine 
-  an additional advantage. Return on investm ent is 54 percen t.

26 . R epa ir One Dock Crane 5300,000
The R a ilroad  has two 45 -ton  G antry cranes on the R a ilro ad  dock at Seward. 

One was built in 1941 (C o lby ) and one in 1942 (Washington). The Co lby crane was 
recen tly  moved to the west side while the Washington crane serves the east 
side. While not used extensive ly , both must be operab le , since they are not 
m utua lly  supporting each other. The options, on the o ld e r crane (C o lby ) are to 
rep lace it o r rebuild it . However, to re ta in  these options fo r  future 
consideration , action is required in 1986 by repairing the crane housing in order 
to p ro tect the machinery and p e rfo rm  a c a re fu l inspection. A complete 
rebuilding is estim ated to cost about 40 percent o f  rep lacem ent cost. These 
funds a re  to p ro tec t the crane, p e rfo rm  a thorough inspection, and repair o r 
rebuild  to the extent funding w ill pe rm it.

To improve e ffic iency  and sa fe ty  o f  handling passengers and baggage at 
Dena li Nationa l Park Station , to reduce tra in  stopove r t'm e fo r  loading, and to 
improve employee productiv ity . The station at D ena li Park has been in operation 
fo r  severa l decades w ithout m ajor im provement o r upgrading. As many as 750 
persons may u tilize  the station and its p la fo rm s w ithin a 30 -m inu te  period, in

• OTHER PRO JECTS

PASSENGER SERVICE PROJECTS:
27 . Denali National Park  Station $100,000

• m e
r

w ill a llow  fo r  design and construction o f im provem ents to:
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a) fa c ilita te  baggage handling in sho rte r tim e in a more e ffic ie n t manner.

b) provide sa fe ty  barrie rs and "cue-up" lines fo r  patrons to u tilize  while 
waiting fo r tra in a rriva ls ,

c) pave and otherw ise improve the loading ramps and p la tfo rm s used by 
the public.

C om p letion  o f these tasks w ill g rea tly  reduce o r e lim inate a m ajo r sa fe ty  hazard .
28 . Rem anu fac tu re  Ten Passenger Cars $5 ,000 ,000

Upgrade and improve service by rem anu factu ring ten passenger cars used '.n 
the provision o f public transportation , thus reducing public d iscom fort, 
deminishing equipment fa ilu res , lowering operating costs, and extending the fle e t 
li fe  by 10-15 years o f additional serv ice. The C o rp o rta tion  w ill rem anu fac ttre  
ten passenger cars to modern specifications and standards intended to assure a 
serv ice li fe  in to the 21st Century . A con trac t w ill be sought with a m ajor 
Outside m anufactu rer fo r this serv ice. Presen t equipment averages 35 years o f 
age and is w orn -ou t. Unless rem anufactured o r rep laced public convenience and 
sa fe ty  w ill require its retirem ent by 1987. The seasonal nature o f  A laska ra il 
se rv ice  demands, and the reauced cost (by 60% ) as compared to purchasing new 
passenger cars make this approach feasib le . The rem anufactured cars w ill be 
com patib le  w ith ten other cars s im ila rly  overhau led in 1981. In fu tu re  years, the 
rem aining cars in the fle e t w ill be rem anu factured .

29. Shuttle  Improvements $2 ,400 ,000

Improve stationary and equipment fa c ilit ie s  on W h ittie r-P o rtag e  Shuttle to
acom modate public demand and improve basic acommodations to a leve l o f
m inim al c om fo rt . The p ro jec t w ill provide paved assembly and parking areas, 
secu rity  fencing to e lim inate th e ft and vandalism  to vehicles, improvement o f 
loading ramps, insta lla tion and improvement o f  a rea  lighting, provision o f  small 
covered she lte rs fo r fo o t passengers waiting on tra ins, in sta lla tion  c* "cue lines" 
fo r  veh ic les awaiting tran sp o rta tion  to /from  M arine Highway System , purchase 
o f one modern shuttle coach, rebuilding o f two shuttle baggage and power 
g ene ra to r cars, and addition o f updated sa fe ty  lighting and power hookups to 14 
fla tc a rs  used fo r  movement o f vehicles on Shuttle tra ins.

The very basic fa c ilit ie s  in use in Portage re f le c t  an era when only 20% o f 
the present public business was carried . W h ittie r ground fac ilit ie s  are 
non -ex isten t. During the next 5 -10  years this serv ice is expected to grow by 
about 100% and provides the only public land access to W h ittie r and the Marine 
Highway. These requested improvements, long overdue by most eva luations, are 
the resu lt o f user requests and analysis o f the needs in o rde r to provide the 
minimum leve l o f decent public service by the Shuttle  trains.



THE 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

Operating Loss from provision o-f Passenger Train Service 
Calendar Years 19B5 and 1986

State Oversight Report in-formation 
as required by the 

Alaska Railroad Corporation Act

November 27, 1984

Under the terms o-f AS 42.40.280 a State Oversight Report must be 
provided before undertaking an application -for an aporopri ati on to be 
used for providing any service chat is not self-sustaining.

The Corporation has determined that the provision of the present level 
of passenger train services to the general public is not
self-sustaining and that approximately S 1.7 million in CY-85 and 51.9 
million in CY-86 will be needed to cover the total operating costs for 
this service.

To comply with the Alaska Railroad Corporation Act, this report 
addresses the requirements of AS 42.40.280. The Corporation, however, 
is deferring any actual request for a subsidy for later action. A
separate explanatory statement is being submitted detailing the
capital budget request for 57.5 million in the CY-86 Corporation
budget related to the continued provision of passenger service.

Sec. 42.40.280 (b)

"The report....shal1 be in writing, describe the proposed undertaking 
in detail, and specify"
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THE ALASKA RAILROAD CORPORATION 
PASSENGER SERVICES

General Description of Passenger Program

Two classes of service are presently provided:

1. Scheduled passenger service and charter trains.

2. The Anchorage-Portage-Whittier "Shuttle".

THE WHITTIER SHUTTLE

Since 1967, the Shuttle has been supported in part by a contract with 
the State of Alaska which provides for payment of operating lasses, 
and— to a very minor degree— equipment costs. This became a full 
service contract about 1978.

Since about 1980, the state has limited payments to *150,000 annually 
by requesting that amount of appropriation or limiting the budget item 
to that amount. The program is under contract with the Department of 
Transportation and Public Facilities (D0T&PF). The present contract 
will expire April 30, 1985. Because the Corporation is a state
entity, this contract will be combined into the overall passenger 
service program of the Railroad after January 5, 1985.

Due to increased service frequency requested by the State in recent 
years, and increased internal casts to the Railroad, the operating 
subsidy amount is substantially inadequate. Our estimate is that the 
present *150,000 will be exhausted by February 1985. *

This service earns a considerable surplus during the period from 
mid-May to early September, wnen tourism and recreational uses of 
Prince William Sound are at their peak. At other times it is very 
lightly patronized, primarily by those having business in Whittier cr 
wno reside there.
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The 1984 Legislature was requested by the DQTStPF to provide *1 million 
for use in improving the worn out equipment on the Shuttle. 5600,000 
was appropriated. This money is now available and the department and 
the Railroad are jointly working to seek appropriate equipment 
improvements which can be accomplished for this amount. These funds 
will be expended on shuttle improvements, and their expenditure has 
been considered in conjunction with the Corporation's capital request 
for passenger improvments in CY-86.

The estimated amount of subsidy funds for operating assistance to the 
Shuttle in CY-85, based on FY84 service levels and no expansion of 
them, is 5225,000.

SCHEDULED PASSENGER SERVICE AND CHARTER TRAINS

Passenger trains operate year-round from Anchorage to Fairbanks. From 
mid September until early May (about seven months) these trains are
operated an a round trip basis once a week. During the remaining five 
months the trains operate daily between these cities.

One out of every five visitors to Denali National Park arrives or 
departs by an Alaska Railroad train. The demand for train seats 
outstrips our capacity on many days each summer. Listings in major
tour publications and an active role in the State's tourist industry 
groups is maintained.

While summer tourist service does operate at a loss and returns no 
capital reserve funds, the amount of losses are small compared with 
those of other world railways. Well over 707. of the operating costs of 
this service are returned in fares, while the U.S. standards for 
Amtrak are presently 527. revenue generated and in Canada about 407. 
fare incomes.

Excluding capital and equipment replacement costs, the trains suffer 
operating losses of varying intensity:

------ During 1984, the loss by the Railroad far each passenger in
summer months was about 54.79.

------ During 1984, the lass by the Railroad for each passenger
carried in the other months, when once—weekly service is operated, 
approximated 5294.85.

WHO RIDES ALASKA RAILROAD ANCHORAGE-FAIRBANKS TRAINS?

The summer daily trains cater almost exclusively (over 907+ of the 
ridership) to visitors to Alaska, part of the second largest cash 
industry of ^-sh al£o £c.*‘/u, —_ uujuriwt, i ui al anu
remote area citizens of Alaska who have no other means of access to 
their homes. This service is under extreme pressure for increased 
capacity, and improved comfort levels. The Railroad presently has only 
a limited ability to meet that demand. Despite this limited capability 
to expand and absolutely no promotion by the ARR, the ridership
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increased 16. 87. in 19B4 (nearly 23*/. i-f the privately owned Tour Alaska 
Inc. luxury cars are included).

Winter service, conversely, serves almost totally (90*/.) the rural anrt 
remote area residents o-f Alaska who live near the tracks. These
residents travel only an average of 20-30 miles by rail from the
closest road. Yet they are dependent on the railroad.

As few as 269 passengers rode these trains in an entire month during 
the winter of 1983-34 for a total of about 35 passengers an each one 
way train, which travels a route of 356 miles! It is no surprise that 
the per passenger out-of-pocket loss in operating this service is
$294.85. In seven months of FY84 a grand total of 2772 passengers rode
the trains north of Anchorage!

CRUISE SHIP SERVICE FOR THE TOURIST INDUSTRY

In 1982 a few test dockings at the Railroad's Port of Whittier proved 
the popularity of cruise ships bringing their passengers to Interior 
Alaska. This was the first breakthrough from the tradition of 
operating cruise ships only as far north as Skagway or Juneau.

In 1983, about 10,000 new passengers— all cruise ship patrons— rode 
chartered trains to Anchorage from Whittier. An equal group departed 
from Whittier, providing nearly double the tourism impact of 
round-trip tourists.

In 1984, this business improved again, with several dozen cruise ships 
representing two major tour operators using Whittier. Over 20,000 
visitors shared the spectacular trip to or from Whittier by train to 
access their ship.

For 1985, a third company has scheduled arrivals in Whittier and an
additional 10-12 thousand passengers are expected from this service. A
spinoff of the popular business is a number of arrivals by Cunard 
Lines' "Sagafjard" at the Part of Anchorage in 1985. Approximately 407. 
of these passengers are expected to book passage on the Alaska
Railroad trains to Denali Park and Fairbanks.

This service returns most of the railroad's out-of-pocket costs, and 
is serving as a major catalyst for the tourist industry in the heart 
of southcentral and interior Alaska.

A major problem is that the equipment used for special and charter 
service is old and must either be replaced soon or subjected to a 
major rebuilding by a shop outside Alaska.

The Railroad is at the point where a "GO" or "NO GO" decision must be 
made to either withdraw from this service soon or to invest:
substantial capital in equipment improvements.

n T u rp  SPEC IA L  T p a jN P

A number of other special trains, mainly patronized by Alaskans, are 
operated in charter for groups or individuals, or operated as a 
"railroad” special train.
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These include several trains a year to the Seward area— Salmon Derby,
4th o-f July; the State Fair o-f Alaska (2-3 trains); Nordic Ski Club,
to the Kenai Mountains (4 trains with 700 passengers each); Railroad
Week to the Palmer Transportation Museum; corporate charters -for 
employees or VIP's; special party trains by groups to Whittier, 
Seward, and to the north; etc.

These trains are priced and marketed at a profit to the Railroad in 
operating costs, but not to return capital costs.

Occasional official trains are operated, such as for the 60th 
Anniversary of the Railroad, an anticipated special program for the 
State on January 5-6, 1985, or far promotion of Alaska or the railroad 
as a transportation carrier.

SPECIFIC REQUIREMENTS OF A STATE OVERSIGHT REPORT

Sec. 42.40.280 (b) (1)

The financial impact on the corporation is detailed in the attached 
statement of estimated income and expenses from our passenger service 
program in Calendar Years 1985 and 1986.

Lasses of si.7 million and SI.9 million are projected by operation of 
the same level of service as that which was offered in 1984.

Sec. 42.40.280 (b) (2)

The nature and level of the services provided passenger patrons of the 
corporation will not be affected if the corporation undertakes 
commitment of funds in the amounts stated above.

Sec. 42.40.280 (b) (3)

The action of providing an operating subsidy for passenger services is 
necessary and desirable because:

a. Services have been publicized and announced throughout the World 
for 1985 in conformance with the needs and practices of the tourism 
industry.

b. Elimination and/or reduction of passenger services below their
present level would be a major blow to the total Alaska tourist 
industry.

c. Elimination and/or reduction of passenger services to Alaska
citizens residing in remote or "bush" locations served only by the
corporation would result in extreme hardship far these persons, in
CCmC 3 f  cl 1 ̂   ̂o — *• *• n o ̂

d. The provision of land access to Whittier would be severely 
restricted and reduced, and fares would rise substantially, during 
seven months each year when most of the traffic on the Shuttle trains 
is by Whittier residents.
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Sec. 4 2 . 4 0 . 2 8 0  (b) (4)

The passenger services provided by the corporation are not expected to 
became self-sustaining financially during the next five years. 
Passenger service worldwide is operated basically as a public and/or 
social service. The present level of corporation service requires a 
much lower ratio of subsidy funding versus income from the service 
than elsewhere in North American and the World generally. The 
corporation's goal in continuing this service is to provide quality 
services at a realistic public cast to support essential access far 
Alaska citizens, and as a catalyst to the fast-growing statewide 
tourist industry.

Sec. 42.40.280 (b) (5)

While the corporation is presently not requesting an appropriation for 
the purpose of providing passenger service that is not financially 
self-sustaining, the likelihood of future application is strong.

The Act requires that the amount of any appropriation be calculated in 
accordance with United States Interstate Commerce Commission (ICC) 
standards for determining rail service subsidies.

Such standards do not presently exist. At one time, prior to the 
Staggers Rail Reform Act of 1980, the ICC did have certain regulations 
in effect which dealt with passenger subdidy computation. These were, 
however, designed for metropolitan area commuter rail service which is 
not directly comparable to Alaska services. These standards were 
repealed in their entirety in 1980.

In addition, the ICC standards provided for full cost recovery by rail 
carriers, plus management fees and profits. The corporation's 
computation of its passenger costs do not claim recovery of general 
overhead costs, costs for use of capital, or management/profit fees. 
Therefore, the corporation's level of subsidy is significantly below 
any which would result from using the old ICC standards.

Because no standards do exist, the corporation believes that this 
provision of the Act does not apply to the passenger services which it 
provides within Alaska.
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Capital Budget Request CY-85 Sc CY-86 
Passenger Services

November 27, 1984

THE AL A S K A  R A I L R O A D  C O R P O R A T I O N

The Corporation is requesting an appropriation for capital
improvements during Calendar Years 1985 and 1986 which includes 57.5 
million for projects within the pajsenger services functions of the 
Railroad.

Summarized, these funds will be expended as follows:

a. 5100,000 for improvements to the station facilities at Denali 
National Park.

b. 52.4 million for station and terminal improvements, and rolling 
stock improvements, to the Whittier to Portage "Shuttle" service.

c. 55 million for remanufacture of ten (10) passenger cars from 
1950-era equipment which is essentially worn out.

These improvements are the first phase of a general upgrading of the 
passenger service facilities and equipment on the Alaska Railroad. 
Except for a 54 million investment by the Congress in 1981, the 
railroad has never invested in a major upgrading of their passenger 
facilities. The 1950-era car fleet was acquired used in 1971 and is 
essentially intact, as-built, in service.

Unless investment is made in the above projects, public safety and 
comfort will be jeopardized and the corporation' s ability to provide 
service at its present level will be significantly reduced.
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THE ALASKA RAILROAD C O R P O R A T I O N

PASSENGER SERVICES ESTIMATED DATA 
INCOME & EXPENSE

<* OOO)
CALENDAR CALENDAR 

YEAR YEAR 
1985 1986

EXPENSES BY DEPARTMENT 

TRANSPORTATION 3450 3?d O
MOTIVE POWER/EOF'T. 1785 20* 0̂
MARKETING ISO 205
CATERING 375 425
ACCOUNTING 50
TRAC! MAI NT. 405 450

TOTAL QP.COSTS 6245 7 IIS

TOTAL REVENUE * 4520 5215

SERVICE LOSSES i 725 19J7

* - ESTIMATED REVENUE AS OF 11 /21/84 BEC

NOTE: THIS STATEMENT INCLUDES r-i • A • K •
OPERATING COOTS ONLY. CORPORATE OVERHEAD 
AND CAPITAL INVESTMENT COSTS ARE NOT 
INCLUDED.

ALL PASSENGER SERVICE INCLUDED...MAINLINE, 
SHUTTLE, SPECIAL & CHARTER.



Z 2





' B>p«jrc*a^T&VoCUi«**»i
items weretsoUFafi putt I i«raii<tnniStiiMlrr̂ «Vê 5 ffmiiGo

^5^O uE ropa*am h itm a jso tife c tfv (K fiE |th0 L tire e -yeaB 6 ^ 
'p la iia jo e a p ita ^ ty i pe tid i ta i^needec )jito>  m w le rnizeSNt*; 
‘eguipmenl^mpninweECdM^3XTtCmaintan»thiE^^^



i ' i \ : i •. i'......•uirar, ,L.»snuiJ..
.7*. L 1 1 * iw J?33 TT "

J-T3 or the Alaska Railroad Corporation. 1985 was a 
i  . “ year of changesr • Change is inevitable in any business It is anatural part of growth. However, for the Alaska Railroad Corporation. 1985 was a year of changes unlike any the Alaska Railroad had ever experienced.The first and most dramatic change came within the first week of 1985. when on January' 5 ownership of the Alaska Railroad was officially transferred from the federal government to the state of Alaska.That transfer of ownership set the stage for many, many more changes, from management and personnel to policies and procedures And with those changes a foundation was laid for the prosperous development of the newly formed Alaska Railroad Corporation.Alaska paid the federal government S22.3 million for the Alaska Railroad. That purchase price included 655 miles of track. 38.000 acres of land including all rights-of-way. 1.545 units of rolling stock including locomotives, freight cars and passenger coaches, and four terminal facilities, one each in Seward. Whittier. Anchorage and Fairbanks.
A  N E W  CORPORATIONTransfer of railroad ownership to Alaska was made possible by the Alaska Railroad Transfer Act (ARIA), enacted by Congress in 1982. In 1984 the Alaska legislature adopted the Alaska Railroad Cor­poration Act (ARCA). establishing it as a public cor­pora ~ion of the state that would act as a separate, profit-making entity.On January 5, 1985. as a result of the transfer, the federal railroad's financial books were closed. On January' 6 the new state corporation technically began business with no operating funds. To meet the railroad’s immediate money needs, the state legislature allocated, in addition to the sale price, a one-time startup fund of •510.9 million. The money was used to meet the cor­porations first month's payroll and to continue several capital improvement projects that had been initiated under the federal system.Within its first month of operation the new Alaska Railroad Corporation showed a profit, and continued to do so through the end of the year. In itsfirst year of operation under state ownership, the Alaska Railroad Corporation netted •57.1 million, among the largest gains recorded by the railroad in its 62-year history.

ARCA provided for the stewardship of the new rrirporation by a sever.-mcmbcr beard of directors appointed by the Governor of Alaska.The board is responsible for management of the corporation but has delegated certain powers and duties to Frank G. Turpin whom the board selected to serve as the railroad's president to guide the day-to-day operations of the corporation. He joined the railrc id immediately upon transfer

jannRUay, Federal 
Railroad Administrator, 

and Bill Shettleld. Governor 
otAlaatca. signed in  agreement 

January S. 1955 to tranrtarthe Alaska 
Railroad from federal to atata ownership.

GOALS FOR 1985As chief executive officer. Turpin set three goals for the new corporation: earn a profit without seeking state subsidies, broaden management emphasis from a concentration on operations to include marketing and finance, and modernize the railroad’s rolling stock, equipment and physical plant.Giant steps forward were accomplished in 1985 in all three areas. Each step meant changes as the railroad moved away from federal procedures and began operating more like a private business.The first goal of earning a profit without state subsidies was accomplished in the first year. To control future spending and to get the best value from its revenue, the corporation developed a three-year capital spending program. The plan includes replacement or addition of several units of rolling stock and heavy equipment. The net result will be lower maintenance costs and improved service to customers.
MODERNIZING T H E  RAILROADThe three-year plan also tied in with the corpora­tion's goal to modernize the railroad. To improve freight hauling capabilities. 45 new intermodal flatcars called ■•articulated" cars were purchased for 54.5 million. The first step toward upgrading the aging locomotive fleet was the purchase of five new state-of-the-art diesel locomotives valued at SI million each. The cars and
IZZZZT.ZZV.'ZL mITIVcJ u> uic opiii'115 01 iooo <uiU Weft;placed in service immediately. At the close of the year the first of two -iS-seat. self-propelled rail diesel cars (RDCs) arrived. The rebuilt cars were purchased to improve and reduce the cost of the winter passenger service and to augment summer and charter services.

Five new locomotlvas ware purennsed 
by the Alaska Railroad Corporation 
In 1955.

T wo aalt-orooellad rail aiasai 
oars, purchased in lata 1905. will 

upgrade passenger service on tne 
Alaska Railroad.
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The new cars and engines were obtained through a leasepurchase program chat allowed the corporation ro avoid seeking state subsidies.While che railroad had not been able to take advan­tage of the lease purchase option under federal ownership, the corporation's unique position as a quasi-public enterprise enabled che railroad to make the best use of its revenue by leveraging its cash and buying on credit.
N E W  M A N A G E M E N T  EMPHASISOther changes occurred within the railroad's Finance Department as steps were caken to equalize che emphasis on the three key departments in che railroad: operations, marketing and finance. A com­puterized accounting system was implemented co improve what had previously been manual procedures. Generally Accepted Accounting Principles l GAAP! were adopted as the railroad's accounting standards, which more cioseiy matched revenue to expenses.The Marketing Department took a more regressive stance m seeking business for the railroad. The freight sales division was expanded by the addition of a freight sales manager with responsibility for the sales force in Anchorage and Seattle. Markenng developed and promoted two new unit trains, one for overnight trailer traffic and one for bulk pecroleum products, to better meet che needs of Alaska shippers.The Operations Department, responsible for all train movements and che upkeep on all rolling stock, equipment and crack, in 1985 conducted the largest overall roadbed maintenance program in recent years. There were 81.000 linear feet of rail replaced. 26.000 new nes laid and about 200 miles of main line crack resurfaced.
OUR EMPLOYEESWith all the changes chat occurred at the .Alaslea Railroad Corporation, it is natural that employees would feel the impact. Steps were taken to streamline some departments while others added personnel. An average of 600 employees worked throughout the year, with peak employment topping che 900 mark during the busy summer construction season.A significant change occurred in che personnel office when it was tied to che labor relations and the

O o u g  E n g t O r j t a o n is s c a r m a n  for :na 
Alaska Railroad in Fairbanks. A n  

j v araga of 6 0 0  a m o l o y e a a  w o r k e d  

al the railroad In 1985.

compensation and benefits divisions under the corporate umbrella i title of HumanResources Department. .All but about 120 of the corpora­tion's employees are represented by unions. There are seven bargaining urncs representing five unions: American Federation of Government Employees (blue collar and white coilar units). .American Train Dispatchers Association. Agents/Operators Unit: American Train Dispatchers .Association. Train Dispatchers Unit: Brotherhood of Railway Carmen of the U.S. and Canada. International .Association of Machinists and Aerospace Workers, anu the United Transportation Union.Under federal and state law 'he union contracts in existence at the tune of transfer are to be renegotiated by che corporation within che first two years of operation under stace ownership. Beginning m August 1985. for the fust tune in the history of che .Alaska Railroad, all seven bargaining units and manage­ment met at the bargaining table co begin hammering out new contracts. Negotiations will contmue in 1986.
THE FUTUREDe-pite all the changes and reorganization it ex­perienced in 1985. che Alaska Railroad Corporation is looking to 1986 as another year of challenges. .An am­bitious program is planned to continue to upgrade and improve the railroad's crack and roadbed, its rolling stock and its physical plant. A 566 million operating budget was approved by the Board of Directors for 1986 plus -513.3 million in capital improvements.The Marketing Department will concinue ics ag­gressive stance in seeking business for the raiiroad while providing new, more improved service? to meet the customers' needs.While 1985 was a year of transition for the Alaska Railroad. 1986 is expected co be a year of fine-tuning that will bring the corporation into the forefront of *he transoonanon inaustrv in Alaska.
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U :1 "I he Operations Department is the pan of the ~ railroad most people are familiai with because > it is most visible. Operations has three major\— divisions: Transportation, Motive Power and Equipment, and Engineering. Together these three divisions are responsible for ail train movements, for the upkeep of all rolimg stock and equipment, and for construction and maintenance of the track and road­bed and all railroad buildings.Other divisions in Operations are less known, such as Security and Claims, Operating Rules and Hazardous Materials. Security and Claims is responsible for the security of the line including preventing trespassing and for investigating train and train-related accidents. This department also processes all claims for lost or damaged freight and equipment.The Operating Rules Department administers the railroad's rules program for operating trains and equip­ment. To ensure understanding and compliance of the operating rules and special instructions, periodic train­ing and testing is provided for operating personnel by this department.The Hazardous Materials Office is responsible for inspecting equipment, rolling stock and buildings for compliance with corporate ruies and regulations regarding the use and transportation of hazardous materials.
ENGr^j.’ilNG3 crew replaced about25,00 c.ossties, relaid 31.000 linear feet of mainline rail using premium alloy rail, and turned another 40,500 feet of rail on curves. More than one- tlurd of the rail system, or about 200 miles, was -c faced.3ndgt .rews repaired and upgraded 23 steel and timber bridges, including the repair or installation of timber stringers, bulkheads, pilings, guard rails and bridge ties.The single largest maintenance expenditure totalled about 52 million for rehabilitation of five tunnels between mile 51 and 53 of the main line. The two-year. 54 million project, about 50 miies north of Seward, will decrease maintenance of the tunnels and improve operations through that section of track. Work completed by the project contractor in 1985 in­cluded rock bolting of ail the tunnels, ditching to im­prove drainage, and pouring four of 10 new reinforced concrete tunnel portals.The Engineering Department coordinated ’with the state Depanment of Transportation and the Municipality of Anchorage in construction of two grade-separated crossings in the Anchorage area. The work included three new railroad bridges at Dimond 
nmii“VHr<i. rr r.r. Avcr.uc. ana L'amubcu Creek, pius i.o miles of new mainline track. Work was begun aiso on the Municipality's West Northern Lights Boulevard pro­ject in Anchorage. When completed in 1986 it will be

similar to the grade-separated crossing at Dimond Boulevard.Engineering also coordinated with the Depart­ment of Transportation in Fairbanks in making track changes to the Fairbanks 3ard to provide space for con­struction of a highway nearby and an overpass across the Fairbanks Yard. The work included construction of a balloon track to replace the wve and will eliminate a crossing in the middle of the yard.Most of the work completed by the Engineering Department was designed to improve or enhance other areas of the Operations Department. For instance, elec­trical service was installed at the Anchorage and Fairbanks van terminals to provide "keep from freezing” CKFF) trailer service. KFF provides shippers with electrical power »ar heating and preserving goods shipped during the winter in traders on flat cars.Increased truck-trader traffic on the Alaska Railroad led to the construction of a 4.000-foot van track in Whittier to improve trader-on-flatcar fTOFCl sendee. Other van terminal improvements were made both at Whittier and Seward including new tracKage. lighting and drainage.Upgrade of 12 miles of the Eielson Branch was begun with the replacement of 4.6 mdes of 75-lb. rad with secondhand 115-lb. rad that was replaced on the main line. The branch line sen’es Ft. Wainwright. North Pole and Eielson Air Force Base. It is used for delivery of coal to fuel the midtaiy's power plants. A 4.100-foot siding was con­structed on the branch line at North Pole to accommodate increased traffic expected to result from the expansion of the nearby od refinery.Throughout the year Engineering employees worked to upgrade and im­prove the railroad's physical plant. Facdities at Fairbanks. Denad Park. Anchorage and Seward were painted or remodeled: water, hearing and sewage systems were improved: and roofs were replaced or insulated to reduce maintenance, repair defects, reduce heat ioss and improve appearance and operation.The single largest physical improvement was con­struction of boder plants in several Anchorage facdities as part of the final phase of a three-step utility' modern­ization program that eliminates the railroad’s dependence on a nearby high-cost, outmoded, com­mercial heating plant. The results are significant energy savings and improved working conditions.The project included installation of five boilers, including three 400-horsepower steam boilers m the old biacksmnh shop, which when constructed in the early 1920s was the original rail^nad boder cizr.r v.rf ido-norsepower hot water boilers in a new budding constructed near the Anchorage warehouse area.Three smader plants were mstaded to heat the general office budding, which houses the Anchorage Passenger
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Depot: che annex, which includes che accounting and computer personnel; and che Anchorage freighc house, vruch includes the procurement offices.This project will be completed in 1986 with instal­lation of an energy management and control system, some minor renovations co buildings, and relocation of the car cleaning facility.MOTIVE POWER AND EQUIPMENTWhile the Engineering Department was working in 1985 to improve che condition of the railroad cracks, roadbed and physical plant, the Motive Power and Equipment (MP&E) Department acquired new rolling stock and equipment or overhauled much of what was already on hand.Major purchases included five new state-of-the- art GP49 diesel locomotives manufactured by the Electro Motive Division of General Motors. The l.iOO-horsepower locomotives have an anti-wheel-slip system that improves tram performance and fuel consumotion.

in an effort co improve che reliability of the ex­isting locomotive fleet and co reduce maintenance costs. MP&E compleced a major overhaul of the elec­trical components and trucks on two locomotives and completed the rewire and electrical upgrade co concrol circuits on a third. A fourth locomocive was repowered with new pistons, cylinder liners and heads.Several locomotives were ludged beyond economical repair and were retired, including No. 1500. .An F-7 engine chat had a glamorous history with the Alaska Railroad. No. 1500 provided che power for many ceremonial trains including two trains used during transfer ceremonies in January. No. 1500 also was featured in a modon picture filmed on the .Alaska Railroad in 1985 called "Runaway Train." It was che grand old lady’s last official duty before being retired and donated co a local transportation museum.To improve freight-hauling capaDiiicies. 45 ar­ticulated intermodal cars were purchased for TOFC service. Each car is hinged, or articulated, in three sections co allow for easier train movement. There is space on each car for three trailers. The cars are used }  primarily tor hauiing trailers between .Anchorage A and Fairbanks.
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MP&E began construction of two power cars and wired 15 of the new articuL'ted cam to provide elec­tricity for trailers carrying perishable goods and ocher commodities that might freezeTwo self-propelled passenger cars were purchas­ed in 19S5 also. The cars, known as rail diesel cars or RDCs. were rebuilt with che installation of twin 547-horsepower Cummins engines and twm-disc transmissions. The first of the two cars was received in December 1985 and was placed in winter passenger service at the start of the new year.For the first time MP&E placed an employee in the railroad's Seattle office to work exclusively with snippers in solving technical problems related co equip­ment use and loading requirements. A program establishing new rules for open-top loads was initiated to reduce the cost to shippers for improperly secured or heavy loads.
TRANSPORTATIONTrain movements increased dramatically in 1985 and the Transportation Department worked to ensure those movements were made safely and efficiently. Gross trading ton miles, a measurement for the move­ment of one ton over one mile, were up 25 percent in 1985 over 1984. Freight traffic accounted for the major portion of this increase, but passenger traf fic also rose. Ridership surpassed the quarter-million mark for the first tune in the railroad's history'.The first full year of export coal service by the railroad was completed in 1985. A steady source of revenue was derived from the three-unic-trains-a-week movement of coal from the Usibeili mme at Heaiv to Seward for export to Korea. The contract for hauling export coal began in December 1984 and since its inception 132 coal trains have hauled671.000 tons of export coal.
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In addition. 562.000 tons of tirorn CVCd from Healy to the Fairbanks area to provide fuel for five power plants in Interior .Alaska and the military bases at Wainwnght, Clear and Eielson.In May 1985. a new intermodal freight service was inaugurated called the Arctic FOX. or Freight Overnight Express. This service is a unit trailer train that provides six-days-a-week overnight delivery of trailers and containers between Anchorage and Fair­banks. The Arctic FOX operates with an average of 10 articulated flat cars that provide space for about 30 trailers or containers. The FOX hauled 5.832 trailers in its sever, months of operation in 1985.The FOX is the first cabooseless train service operated on the Alaska Railroad and the first service operated with a two-member crew. This was maae possible by the addition of train rear-end devices. These end-of-tnnn monitors provide vital information to locomotive engineers operating cabooseless trains.Each device consists of two units, a receiver in the locomotive cab and a transmitter on the rear car of cne train. Together these units allow crews to monitor air brake pressure, detect motion in the last car of the tram and measure train distances traveled. The units also provide the rear-end car with an FRA-required amber light that automatically turns on at dark.Dunng the same tune the .Arctic FOX service w^s initiated, the Anchorage freight house operations were discontinued. Ail services for loading and unloading railcars. consolidation of freight, and rubber-tire delivery were contracted to local businesses in an effort to divest from some less profitable, labor-intensive operations. Because of the railroad’s rapid growth m the intermodal business, all Anchorage freight house employees were transferred to Intermodal Services, which was established as a separate division within the Transportation Depanment.In October, the railroad-owned and operated Healy Hotel was closed and the building sold at public auction. The hotel had been in operation since 1946 and provided lodgmg and meals for railroad employees.
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Because of its high operating and maintenance costs, the hotel was closed in favor of a more economical means of providing these services by contracting with a local motel and cafe at Healy.In December the second new freight service for 1985 began operating, A daily unit tank train service between Fairbanks and .Anchorage, called the Oil Worker Limited or OWL. transports petroleum products from the local oil refinery southbound to Anchorage and gasoline northbound to Fairbanks from storage yards in .Anchorage. This daily service greatly improved freight delivery service for these commodities and turnaround tune on empty tank cars.
OPERATING RULESIn late 1985. after extensive review and consulta­tion with railroads operating in the Lower 48. the Operating Rules Department began training operating personnel on an innovative new system known as Track Warrant Control. This system is used on many other L'.S, railroads and a  designed to expedite the move­ment of trains while providing a safe and efficient operation. It will replace the complicated and time- consuming train oraer method in use at the .Alaska Railroad for decades. Target date for railroad-wide im­plementation of the Track Warrant Concrol system is set for February 1986.
SECURITY A N D  RISK M A N A G E M E N TWith the transfer of the .Alaska Railroad to state ownership, the new corporation was required to organize a risk management program to provide in­surance for property damage or loss, theft, fire, van­dalism and other pocentiai liabilities. For the first six months of 1985 the railroad operated on an interim pro­gram with coverage provided under the state of Alaska's nsk management program.During this interim period a review of the railroad's insurance needs was conducted and a risk management program developed that was marketed to domestic and foreign underwriters.With the first year of experience as a reference, the nsk management program is being assessed and mollifications being made as the insurance markets dic­tate and as the corporation also continues to define and refine its specialized insurance needs.
HAZARDOUS MATERLALS.As part of its contmuing safety program, the Alaska Railroad provided training and information regarding the loading and movement of hazardous materials to shippers as weil as local fire fignnng and emergency services personnel along the raiibelt. The
* - * - i7 u r n r > l i e  v i o r o m i o  > n a n ' o n p »customers to ensure that macenais shipped on the .ViasKa Railroad are loaded ana placarded m com­pliance with federal regulations. Examples of materials smppea m L985 include petroleum produce sucn as gasoiine and ;et fuel, ana chemicals for use m manufacturing.
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"  _ o achieve the business goais of the new railroad.r : tiie Marketing Department expanded tne ac-Li tivities of the department, placing greaterw  emphasis on developing new markets for the railroad's services.Marketing’s role within the corporation includes selling, pricing, rate and service contracting, cost of service analysis, market planning, market research, market development, customer service, advertising and promotion of both freight and passenger service. It also includes management and development of the real estate holdings of the corporation.
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gasoline and other petroleum products. The efficiency of tnis service has made it possible for the customer to double the shipping volume without increasing the number of tank cars it leases.
FREIGHT SERVICEFreight service is the most important source of income for the railroad. In 1985 it resulted in three- quarters of the corporation's S67 million in revenue. Passenger service and real estate revenues accounted for another 13 percent of the total.Over 90 percent of freight revenue is derived from five areas: rail cars from the Lower 48. coal, petroleum, gravel, and TOFCCOFC (trailer on flat car/container on flat car.) The remaining ;  percentage of freight is split between pipe shipments and local freight. Rail cars, coal and TOFC/COFC are handled predominately at two of Alaska's major ports. Seward and Whittier.
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New services developed during 1985 demonstrate the railroad’s dedication to customer service. The first of these specialized services was initiated only four months after the railroad transfer. Named the Arctic FOX (Freight Overnight Express), the service provides overnight delivery of high priority, highway trailers between Anchorage and Fairbanks using specially designed articulated fiat cars, the first equipment purchased by the railroad in 1985. The efficiency of the FOX operation permits the railroad to compete with motor camera in this market and pass the cost saving along to the Alaska consumer. Since its inception in May. the popularity of the FOX has steadily increased. By the end of the year it was nnemrin? regularly at over 30 percent capacity.Another priority service began in 1985 was the OWL ,011 Worker Limited). This daily train transports jet fuel from the petroicim refinery at North Pole to Anchorage, returning to the Fairbanks area with
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One-fifth of the freight revenue is denved from coal shipments, either export or local delivery. Alaska coal is exported to Korea through a major coal transloading facility built at the Port of Seward in 1984. The coal export contract with the Koreans runs through 1992. Dunng the first year of the contract (actually 13 months, including December 1984) 071.CCC luitaui cun!Seward. That is about 20 percent below the volume projected because of lower consumption by the customer. Korea Electric Power Company.Coal shipments within Alaska were also lower than expected. Warmer than usual temperatures in



Interior Alaska resulted h  reduced consumption by the five power plants in the Fairbanks area and the nearby military bases that use coal for fuel. About 562.000 tons were shipped locally in 1985.Gravel and sand shipments, which move in unit trains between the .Matanuska Valley and Anchorage, were the fifth largest revenue producers among all commodities shipped by rail. These shipments are tied to the cyclical rise and fall of the Anchorage area con­struction industry, which began to decline in 1985. Although lower activity in highway and building con­struction is anticipated"again in 1986. a high volume of gravel is expected to move via the Alaska Railroad.The .Alaska Railroad connects with a number of water carriers providing a variety of excellent services from the Lower 48 to Alaska ports of Whittier. Seward, and Anchorage. Major rail earners and cruck lines con­nect with these water carriers at Seattle. Thcoma, and Prince Rupert. British Columbia. The water earners proride frequent rail ear barge, trailer, and container service.Among the extensive railroad properties are the modem facilities at the ice-free ports of Whittier and Sewara. 3uik and container cargos are unloaded at these ports for further transportation via rail and truck.
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Interior Alaska covers thousands of square miles, much of it primitive wilderness: and. its towns and settlements are often isolated by distance and terrain. But. although the .Alaska Railroad goes no farther than Fairbanks, it uses a combination of transportation modes, including motor carriers, river boats, and air­craft, to carry freight to the remote comers of the state. Freight is transferred at Nenana to river barges which nrovide through routes and rates in connection with tiie railroad. This river freight service extends along the Thnana and Yukon rivers to Fort Yukon, and even to Marshall, just 150 miles from the Bering Sea. The railroad has for decades provided this essential ser­vice to the Bush, and is continuing to upgrade transpor­tation facilities and services.The railroad competes actively for the transpor­tation of imported steel pipe products, which move into Alaska principally through the ports of Seward,Anchorage, and Vairiez. The raiiroad moved 74.000 tons of pipe in 1985.
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An aggressive marketing effort and improved ser­vice by raillarl tc a «rr«ug rpcnvpry in this business in December. Ship traffic through Si. ward resumed late in the year, discharging pipe for movement to the North Slope oil fields through the railroad’s terminal in Fairbanks.The Alaska Railroad Corporation is a major sup­plier of transportation services for the petroleum industry. Steel pipe, drilling compounds, machinery, and supplies routinely move over the railroad to Fairbanks for further movement by motor carrier to the North Slope Massive drilling rigs are fabricated by an .Anchorage firm then disassembled for transportation to the oil fields.
PASSENGER SERVICEThe majority of the 257.000 passengers who chose the Alaska Railroad for travel in 1985 arrived on cruise ships through the railroad's port of Whittier, rode the Portage-Whittier shuttle, or rode the express trains serving Denali National Park. Ridership rose by almost 10 percent over-1984. making the year a record for the railroad’s passenger train sendee.The purchase of two specially rebuilt rail diesel cars (RDCs) received in late 1985 is expected to reduce
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significantly the cost of wintertime rail sendee to rural areas, where the greater part of passenger sendee losses are incurred. These seU-propeiiea passenger curs are available for charter and excursion trains and to supplement other passenger services where necessary.The Alaska Railroad offers several types of passenger sendees, depending on season and destina­tion. li.-’ se services include the Denali express, the rural local service, Whittier shuttle, Seward excursion, and winter service.The Denali express is the summer service on the .Anchorage - Denali Park - Fairbanks route. Trains leave Anchorage and Fairbanks daily from late May to mid- September and sene Denali National Park each way. The Denali express is the last traditional intercity passenger train in the United States and provides spec­tacular views of Mt. McKinley, the tallest mountain in North America.The rural, or Bush, sendee which moves peopie and their belongings (such as animals, supplies, and food) to remote areas not sened by highway or air. is a major public service of the railroad. Bush passengers flag the train at almost any point for personalized" ser­vice. Wintertime essential Bush and shuttle semces dunng the eight-month season result in about 7 percent of the railroad’s annual passenger business. The railroad also provides weekly small freight shipment sendee to these remote homesites.The 12-mile trip from Portage to the community of Whittier is traveled by what is familiarly known as the Whittier shuttle. The shuttle provides the only land access to this small but major seaport town. Passengers may nde the train or in their vehicles that are loaded onto flat cars at Portage. Much of the trip is through tunnels because of the many rugged mountains en­countered benveen Portage and Whittier. The train makes several round trips daily between the tvm stops in the summer. Connections and reservations are available with the Alaska Marine Highway ferry service from Whittier to Valdez. Cruise ship service to Whittier and signifi­cant increases in recreational use of // the Pnnce William/ / Sound region, coupledwith a banner 
’/  i : ■'Unst year on the/’ Valdez to Whittierstate ferry route. 

r boosted the number of
: passengers on the WTiit-tier shuttle by over 20 percent. Ridership in 1988 promises to exceed 1985.
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Passenger trains to Seward will begin regular service in 1986 after a 30-year absence. The Railroad was che original link between Anchorage and Seward but sendee was discontinued when highway travel became more popular. During the summer the railroad will offer a weekly day-long excursion from Anchorage to Seward. Passengers will see glistening glaciers, experience the view from high rocky ledges and wind along canyon streams on this 230-mile round tnp through some of Alaska's most beautiful mountain territory.Winter passenger service is provided on a reduc­ed scale during the shoulder season of September to May. Passenger trains travel between Anchorage and Fairbanks twice each month and to Hurricane twice each weekend.
REAL ESTATEThe Alaska Railroad Corporation controls approx­imately 38.000 acres of land from the ports of Seward. Whittier and Anchorage to the interior city of Fairbanks. Approximately -10 percent of the land is a transportation comdor or railroad nghts-of-wav. The remaining real estate includes operational and nonoperanonal parcels within raiibeit communities.Since transfer of the railroad to state ownership, .he iCuoe itnd iiurir*< *<c i!ih nrni Estate Department have manned to mciuae a greater involvement m land-use annrng Coordinated efforts between Operations and Real Estate departments have been initiated to identify surplus lands availaoie for long term iease. This would

resuit in a more efficient use of undeveloped railroad properties. Leasing policies and practices have been written and implemented to create a more equitable and consistent approach to land management. Innovative ground lease techniques such as rent credits for certain non-depreciable lessee improvements and rent caps that create predictable and financially attractive lease documents will be made available under this new policy. Real estate revenues for 1985 were approximately 34.3 million.During 1985. a study was initiated to analyze and recommend for the depanment an office automation system to catalog and create a database to store some1.200 real estate lease and permit contracts. The recom­mendation will be implemented in 1986.Positive steps are being taken co develop a closer working relationship within raiibeit communities. The Real Estate Depanment recognizes che need for a more cooperative approach between che Alaska Railroad Cor­poration and its host murucipaiities and boroughs.
THE FUTURETo implement che Marketing Department's diverse roie within che raiiroad. a formal marketing plan was developed by the department and in lace 1985 was approved by the Alaska Raiiroad Corporation Bo?.rd of Diro/’ror5. A !/<?v nion ^iic »*>**•new. aggressive marketing programs co estaolish che identity of che Alaska Railroad chroughout che North­west as well as in che .Alaska snipping community.



he Chief Counsel and his staff were kept verv j?  “  ousy in 1985 with the myriad legal issues facing the new railroad corporation.Topics renewed during the year by the legal staff included real estate, regulator; review of the rail industry and the railroad’s rate structure, personnel and labor relations, commercial financing, and nsk management.The State Transfer Team, which was created prior to transfer of ownership of the railroad to coor­dinate chat process, passed responsibility for many legal tasks to the Chief Counsel in the first quarter of 19S5. Foremost among these assignments was conti­nuing oversight of the conveyancing of 38.000 acres of railroad parcels and right-of-way from the federal government to the corporation. Survey, description, and procedural issues continue to be overshadowed by Native corporation claims to valuable railroad parcels. The railroad was involved in negotiations with Ah tna. Ekiutna and Toghettheie native corpora­tions. An agreement was reached with Ahtna Inc. in L9t . Negotiations will continue in 1986 to resolve the remaining claims.The interpretation and application of both old and new railroad leases required considerable legal support. Corporate attorneys assisted in development of a new leasing policy and new master lease. The legal office also participated in the development of corporate relations with many state, federal, and military agencies regarding mutual land ownership and management concerns.The legal staff was instrumental in the financ­ing of millions of dollars in new equipment purchases in 1985 by preparing and negotiating necessary com­mercial documents. Procurement of equipment and materials also required legal review of solicitation packages and legal assistance in the resolution of bid disputes.Competitor challenges to the corporation's pric­ing of piggyback traffic (truck trailers on fiat cars) led the Chief Counsel to retain transportation and ac-
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counting experts to review the corporation's rate costing practice. The studies confirmed that the cor­poration's pricing was appropriate.Competing water carriers fought unsuccessfully to deny the corporation any participation in the in­terstate Commerce Commission's exemption of boxcar traffic from regulation. The exemption will permit more freedom in the marketing of transportation services.Through the first year of state ownership, the corporation received relatively iew claims ior per­sonal injury and property damage related tc railroad operations. Corporate counsel participated in resolu­tion of several of the claims and in review of the cor­poration's risk management procedures.Given the breadth of 1985 corporate legal af­fairs. the Office of the Chief Counsel will be challeng­ed bv these and new assignments in 19S6.
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s a federal agency, the Alaska. Railroad had adhered to federal hiring practices and : \\ personnel procedures. With transfer ofownership to the state, the railroad began to develop and implement policies and procedures that more closely responded to the needs of the new Alaska Railroad Corporation.In the process, several personnel and employee relations functions were consolidated into one depart­ment. The Human Resources Department was created from the old Personnel Office. Added to it were Organization. Compensation and Benefits. Labor Rela­tions. and Health. Safety and Environment. This reorganized department provides a full range of e.mpiovee relations services for both management and employees. Affirmative action and the streamlining of recruiting and hiring practices are a top priority m oet- ter utilizanon of the work force.Among the major Human Resources projects in 1985 was conversion of ail personnel and payroll records to a fuily automated, computerized system. Complete conversion to the new records system was ex­pected by February 1988. This change will allow ready access to employee data and '.viil insure an accurate jmnmvM record svst?m.Human Resources piavea a significant roie m .oor negotiations in 1985. According to both the federal transfer and state corporation acts, union con- •racts in existence at the rime of transfer to state ownership are to be renegotiated by the corporation

within tne first two years of state operation. Beginning in August 1985. for the first rime in che history of che Alaska Railroad, representatives from all seven bargain­ing units and management met ac the bargaining table. This unique process called for bargaining with ail the unions at once on items common to all the units. 3v year's end significant steps had been made toward reaching a mutually agreeable master contract.Negotiations will continue in 1986 co finalize che master agreement after which each bargaining unit will have an opportunity co negociate an addendum specifically for each union.
UNIONS REPRESENTING RA'LROAOEMPLQYEESEES I
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Administration of all benefits programs for railroad employees is managed by tne Organization. Compensation and Benefits Department in Human Resourtus. This department administers the new life insurance and medical care programs for employees, including vision. 1 .earing and dental care. This new pro­gram is designed to cover new employees and transfer­red employees and was implemented in February’ 1985.This department also implemented a pension plan and a tax-deferred savings plan for non- represented employees. These plans allow employees to contribute a portion of their pre-tax earnings to a retirement and investment program. The deferred sav­ings plan allows employees to build funds for their retirement while reducing their current taxes Employees who participated in the Civil Service Retire­ment program prior co transfer remain in that system.

A safe workplace and working conditions have always Deen a priority at the Aiasxa Railroad. Corporation-wide training programs in first aid and car­diopulmonary’ resuscitation were provided several times throughout the year by the Safety Office. Safety meetings were held throughout the railroad on a regular basis to keep safety in the forefront of employees' minds while at work and at home.the result was a reduction in accidents and serious on-the-job injuries. At the close of the year the Alaska Railroad Corporation was in contention with other railroads of similar size for a second piace Har- riman Award. The Harriman Ls a national safety award presented by the Federal Railroad Administration. The railroad received a fourth place Hamm an in 1984 and a third place in 1983.
BENEFIT PROGRAMS(Aaof December 31. 13851

* RetiremenT Corporation ... ; ,;PENSION PLAN f  System* Program__________~otnl
Employe* •; * '. ' $153831158 $4153438 S1379S4584Contributions' -'-il ■ •„.. .....
Employer--'. ,7 $153831156 $3538350" 11373,70053Contributions •  '. V - -

|  TOTAL :
i
«*-.

h

$2578823.15 37782358- S2.75354&40
• Emolcyaes who participated poor to transfer remained in ihia pro­gram after smte ownership.. ..
•* Employer contnbmiona are based on protected cash payouts, reflecting in-formanon received from the trust admimstratoe

F,TAX DEFERRED SAVINGS
p EmrtoyeeCoruhbt/tionsr- . 1 $23289723

’"The preeent plan covers permanent, non-union employees. Union employees may become eligible depending uoon the outcome ot con- c tract negotiations. /; - * . » - t ' -'  ....

CORPORATION PAID LEAVES. ~ -7 ’ (Inhours)-  *
Wfi

Annual Leave- : ; . 
Slclc Leave • • Aomimstrative Leave' 
Jury Duty •
ivmiloaY UMiti

Earned
3153358547 71575-

355478209
*457

fj,. ’Paid leave is granted for sucn aarvrtkwas voter registration and voting,. p representing employee organizations, ana standing comarencae or j conventions mat would benefit the corporation.

£  NUMBER OF EMPLOYEES BY DEPARTMENT
. V ■* . . .  1"

|  CEO Staff. - T.: T  .: .-£  ' .-  T:; ■ ' '? -. 10
fc Operations ■ -o ' . . . • j'- 'V :. ' 532
F  Administration/Human Resources- • .•••.■■ n ; -:r. ' a
£ Finance- T"  _ ” .. '■£«. .*£' 65
1  Martatlng ”  • - Vi • . 27
|  TOTAL -• 7 * V. ssg
ItLfc- j. —-c*— a, — "T —- .

EMPLOYEE YEARS OF SERVICE
4.
t; .... ..; • . . 1.

■ ;-
Mmts Employee Murr •• Empfoyeee

7- 32

.. 30

, *, 23 

....23-

cliv...

• " :l • •*
-•’...■J.-:-- .

*V --i-.ry." > 

•=».*! j.'"1*

' r  ' i'28'

-13 '. • ... iff-Zf..r
& i -  y z & r -  p  '.,

"''..83 '

-7 27; -* ' --810;-, "  4fl-

‘7. 25

’ 24-

19-

23

■ 22-

■-.'21 •

r - -V. t A '"Tt "* * . • S

’ .L . u v

J  : 735-.

*29 . •

20 ---'-7 A’-’ ••--" '4 /  .. '7 2 4 ■

*9 8 5- 33

i» A jr.. ’ 25

17 ’0- v 7 -1:;.. 65-

Iff ' 1a Lnethani '64

15. - . 1<
t * «*%*'■ >• ,

>- < 1: .1 ^



u  w  si hen the Alaska Railroad changed hands from
t

Pv ■ federal to state government, the Finance i  L j  Department was a primary recipient for '— —  dramatic alterations. The changes were pan of a corporate three-vear plan generated in early 1985. The Finance Depanment as well as the corporation met or exceeded its goals for the first year.The financial reorganization began with a management-oriented focus on the department. Accord­ingly, the position of Vice President of Finance was created, with aT finance, information systems, procure­ment and supply departments reporting to this position. Formerly, under federal administration, those depart­ments reported to the Department of Administration.An important objective outlined in the three-vear plan was the purchase of new equipment. Under federal administration all major purchases were paid by cash ap­propriated by Congress as part of the federal Depart­ment of Transportation budget. The new Finance Department was able to prepare a financial package that emphasized lease-purchase agreements for equipment and also established a credit line for the new corpora­tion. The package resulted in the purchase of approximately 512 million in new equipment such as flat cars, locomotives, rail diesel cars and computers. The corporation spent an additional S10 million for improvements to the mainline track, tunnels and other areas. Installation of an on-line accounting and financial system was another giant step taken by Finance. A new IBM 4361 compucer was added which handles accounts payable-receivable. general ledger, inventory', purchas­ing, payroll and personnel management. The new system uses modem on-line capabilities as the standard for its operations, which prior to transfer had depended on a manual accounting system. In addition to updating the railroad's finance and record keeping capabilities, the Finance Department was responsible for expanding the use of personal computers in several work areas. The new- PCs generate a huge time and cost savings in every department in which they are used.A major activity of the new corporation in 1985 was wrapping up all accounts receivables and payables left behind by the federal government. The Federal Railroad Administration (FRA) contracted with the Alaska Railroad Corporation to collect outstanding accounts receivable and make payments for outstanding federal debts. Over 512 million of federal accounts receivable was collected by the corporation, much of which was more than six months past due. The corpora­tion received a collection fee based r . hs contract with the FRA.Another major activity specifically involved the corporation's surplus inventories. The Finance Depart­ment streamlined the warehouse and supply operations
V>t» a l i m i n o r i n f l  o v n n e r  m i * r » r T A " n c

B . y  mm m • -• • • • • •  mmmmm U Lauctions heia tnrougnout 1985. generating approximate­ly 51 million in revenue. A more efficient supply opera­tion has resulted from the reductions.

N e w  c o m p u t e r s  help D i v a  Brazil!. 

co m o u t a r  operator. to streamline tha tlnmciil 
a n d  record k u p l n g  p r o c a a a  lor tha railroad.

T h a  accoutring d e p a r t m e n t  In A n c h o r a g a  w a a  substantially u o d a t o d  with tha 

addition o h  n o w  c o m o u t a r  w h i c h  h a n dles a c c o u n t a  o a yaola a n a  recitvapia, 

general laagar. inventory, purchasing, payroll a n d  personnel m a n a g e m e n t .

The corporation began divesting itself of the gift shop business m 1985. Though not finalized at the ciose of the year, sale of the Passenger Depot gift shops to che private sector is in progress.



** OW W  hon reflecting on L9RS I <vm«iHor thp ma.;.. jor accomplishment of the Alaska Railroad Board of Directors was effectively setting 'v— " w  the stage under state ownership for the future successful management of the Alaska Railroad.As directors we fully realize that our first respon­sibility is to the citizens of Alaska. We also see a need to establish an arena of cooperation and accountability with the Governor and the state legislature. Thanks to the positive response of Governor Bill Sheffield and the oversight committees of the legislature, we were able to establish this bond of trust and were given the latitude to function in a free enterprise environment. This certainly con­tributed to our success in 1985 and provided a platform on which those who follow in our footsteps may build. At our regular board meetings, in oruer to be more responsive to the needs of the communities we serve, as well as our customers, an oppor­tunity is provided at each forum for public comment. It is this exchange that has given the board of directors an opportunity to receive input on such issues as leasing policies, bid­ding procedures, needs of our employees, and the public response to our services.

T^js a b i l i t y  to cnmmomcare on a Inral | p v p | wirh management, as well as the board of directors, has provided a vehicle for public communication that was practically nonexistent under federal ownership. I am sure this was the intent of Senator Ted Stevens and the many others who worked so long and hard for state ownership of the Alaska Railroad.In 1985 we were able to benefit from the momentum of the prior year's economy, a stable work force and some creative management innovations by the raiiroad management. The result was increased earnings and a profit at the bottom line. However. 1986 will present new concerns. The Alaska Railroad, like any other business in Alaska, is not exempt from the predicted slowdown in the economy. It will take a concerted effort on the pan of each of us to continue our first year s success.The board of directors wouid be remiss if each member did not thank you for your patience and suppon during this first year. We are making history with this railroad and it is exciting.
f! J* ." {jfajfvS-V -*3

taeMtm
James 0. CampbellChairman of the Board of Directors

nor to the transfer of the Alaska Railroad to state ownership in January 1985. a seven- £  member board of directors for the Alaska Railroad Corporation was appointed by Governor Bill Sheffield. Appointment of the board fulfilled a requirement outlined in the 1983 Alaska Railroad Corporation Act. which established the corporation.The Alaska Railroad Corporation-board is responsible for the management of the corporation but has delegated certain powers and duties to the Chief Executive Officer. Railroad President Frank Turpin.Jam es 0. Campbell is chairman of the board of directors. He was president and general manager of Spenard Builders Supply when his retirement was announced in late 1985. Campbell has worked and served on numerous special committees ana community' service projects. A resident of Alaska since 1959 he has been an Anchorage assemblyman and president 
iir rpp i~*n.'irnr'*ar •3^rT*Tr'^ i,,̂ ,:a

Board vice chairman is Frank X , Chapados of Fairbanks. He has been an Alaska resident since his birth in Juneau in 1914. and has worked most of his Life in southeastern and intenor Alaska. Currently, he is presi­dent and general manager of H & S Forwarders, Inc.. in Fairbanks. Chapados was elected to the state House cf Representatives in 1958. re-elected in 1961. and served as chairman of the Joint House & Senate Finance Com­mittee. He has been active in many civic and community programs including being past president of the Fairbanks Chamber of Commerce. He has worked as an enforce­ment agent for the U.S. Fish a*ri Wildlife Service and was also a U.S. Marshal in Fairbanks..Myron M. Christy is the railroad board member from out of state. He resides in San Francisco and fulfills the directive of the le*Ps*ature ^ a t °ne board member '■ ^  have at least 10 years of manage­ment experience in the railroad
  -       -V— ■ < • • /! t » C U  • ! t b » t  W*IWWestern Pacific Railroad Company from 1950 to 1973 in many positions including president and CEO. Currently he is consultant and director for U.S. Leasing Inter­national. Inc.IS



Lewis E. Dickinson is a founding partner of DOWL Engineers, a professional engineer and a registered land surveyor As a raiiroad board member, he brings with him over 30 years of engineering experience and almost 35 years of business management experience. Pnor to founding DOVVL Engineers, he worked for the City of Anchorage in che city engineer's office.Richard J .  Knapp is one of the cwo state commis­sioners who serve on che raiiroad board. As commis­sioner for the Department of Transportation and Public Facilities. Knapp represents the transportation interests if the state. Knapp is a retired rear admiral of the U.S. Coast Guard, one of six appoinced by President Carter in 1973. A graduate of the U.S. Coast Guard Academy, he served as district commander of the Coast Guard in ALioiva ifOtik 1330 Lu 1334. aiiu iitia masters fieure** tn 'ismess administration from George Washington . ruversity in Washington. D.C.

The second commissioner representing che state of Alaska is Loren H. Lounsbury, Commissioner of Com­merce and Economic Development. Lounsbury is a 40-year Alaska resident, and graduated from Anchorage High Schooi in 1952. He is a professional engineer and a registered land surveyor. Until his appointment as com­missioner in January 1985. he was president of Lounsbury and .Associates. Inc. Lounsbury has served on numerous community service boards and is the former Honorary Consul of the Republic of Korea for .Anchorage.Gerald D. Valinske serves on the raiiroad board as a member of che United Transportation Union. Local 1626. He has been a conductor with the .Alaska Railroad since LS75. A 12wear .Alaska resident. Valinske wonted wirn rnp Ranrrtun is o ortiKemtip oror rnmoving to Alaska. In 1984. he was a lobbyist for the United Transportation Union. .American Federation of Government Employees and the 3rochernood of Railway Carmen.

T h m  B a t e d  ot Olrtotan. a— tad t r o m  tatt C a m m i t o l o n a r  L a n a  H. L o u r » O u r y ;  B o a r d  C h a i r m a n  J a m a a  O. Camooall: a n d  L a v n t E .  O l c k l m o n .  

Standing t r a m  led a n  C a n i d  0. Vallntka: B o a r d  Vlca C h a i r m a n  F r a ncat X. C h a o a d o s ;  a n d  C a m m t n u o n a r  BlcnardJ. X n o o p .

S h o w n  loooratoly O o t o w  loft l» M y r o n  M .  Chatty.
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ALASKA RAILROAD CORPORA11OH 

Sumnry Balance Sheet 

Through the Period Ending Uocaifcor 31, 1905 

(in Thousands of Dollars)

Dec. 31. 1985

Assets

Current Assets 16,022

Properties 20,510

Und 13,050

Other 820

Total Assets 59,202

Liabilities and Owners Equity 

Liabilities

Current Liabilities 11,220

Capital lease Obligations 6.992

Total Liabilities 10,220

Owners Equity

Investment by State of Alaska 33,449

Retained Earnings 1.133

Total Owners Equity 40,902

Total Liabilities and Owners Equity 59,202

Annualized Return on Investment 21.1%



ALASKA RAILHOAD COR I‘ORAIION 

1905 OPERATING PERFORMANCE ANALYSIS 

Ilirougli the Period Ending Docaiber 31, 1905 

(In Thousands of Dollars)

December*______________  Year-To-Date_______  Latest Annual EsLimaLe

Revenues

Actual Budget Variance Actual Budget Variance Estimate Budget Variance

Railroad 3,210 4,154 (944) 56,322 64,191 (7.869) 56,322 64,191 (7,069)

Other 521 750 (229) 10,912 9.000 1,912 10,912 9,000 1.912

10IAL 3,731 4,904 (1,173) 67,234 73,191 (5,957) 67,234 73, IS) (5,957)

Cost and Expenses

Railroad 3,570 3,452 118 45,437 50,334 (4.897) 45,437 50,334 (4,897)

Other ( 1,447) 1,308 (2,835) 13,209 15,145 (1.936) 13,209 15,145 (1,936)

Depreciation 267 400 (133) 1.455 4,000 (3,345) 1.455 4,800 (3.345)

I01AL 2,390 5,240 (2,850) 60,101 70,279 (10,178) 60,101 70,279 (10,178)

NET INCOME (LOSS) 1,340 (336) 1,676 7,133 2,912 4,221 7,133 2,912 4,221

CASH FLOW 1,607 64 1,543 8,588 7,712 876 8,588 7,712 876

FXPIANA1 ION Of VARIANCES - YEAR-TO-DATE

• Revenues are lower due primarily to reduced coal shipments, gravel, TOFC/COFC, and miscellaneous shipments; Increased revenues have been obtained in 

petroleum products, real estate, and reinbursable work for State road crossing projects, etc.

• Expenses are down primarily due to early reduction in sunnier work force, reduced car hire costs, better fleet utilization, and accounting 

adjustments for inventories/depreciation due to Purchase Accounting Allocation Hethod, and reclassification of Sunmer Track Improvement Program from 

expense to capital in accordance with unit of property definition.

* Minor difference due to rounding

** Hie mont'i of Docenber, I9Q5, reflects adjustments to accruals/estimates for both revenue and expense.
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ALASKA RAILROAD CORPORATION 

PflOJECT-lO-OAIE CAPITAL PERFORMANCE SUMMARY 

Budget vs Actual 

Through the Period Ending Decenber 31, 1905 

(In Thousands of Dollars)

Approved

Budget

1904 Carryover 2,063

1905 Projects 13,187

TOTAL 15,250

State Funded (Cap. & Exp.)

Transfer Funds 260

Shuttle Equipment - 520 925

Records Management - 529 ___15

Total State Funded 1.206

Amount Latest 1905 YTD

Approp. Estimate Expend.

2,063 1,928 1,877

0,207 M.203 7,170

1(1.271) 16.131 9.047

268 268 268

0 925 0

15 ___ 15  5

283 1,200 273

1906

76

8,128

8,204

0

925

10
935

3



ALASKA RAILROAD CORCORAI ION 

Balance Sheet 

Through the Period Ending Doccntier .11, 1905 

(In Thousands of Dollars)

L1AU1L1T1ES AND OLJNEHS EQU1IY 

Liabilities 

Current Liabi11tirs 

Accounts and Wayes Payable 

Notes Payable 

Other Current Liabilities 

Current Portion of Long-Term Leases (Note B) 

Total

Long-Term Leases (Note B)

Other Liabilities and Deferred Credits 

Total Liabilities 

Owners Equity

Investment by State of Alaska (Note C) 

detained Earnings

lotal Owners Equity 

101 AL LIAUIl 1I1ES AND UJUtRS EQUIIY

Jan. 6 March 31 June 30 Sept. 30

ln05 1905 1905 1905

ASSEIS 

Current Assets 

Cash and Short-Ienn Investments 10,9)0 7,11) 8,156 3,932

Accounts Receivable no 10,10) 13,920 16,156

Haterials and Supplies .4,067 -1.040 1.200 -4,362

lotal 15,155 22,944 29,0)6 25,055

Properties 

transportation 

Road and Roadway Structures 0 0 91 91

Equipment 1,3)5 3,069 8,940 12,1)3

Non-Transportation 3. IB) 3.324 -I.!!! 3.10)

Total 4,562 7,193 12,226 15,451

Accunulatcd Depreciation and 

Aiortlzation (Note A) 0 2̂30) (560) (940)

Properties - Net 4.562 -6,963 11.650 14.511

Land 15,414 15,414 15,414 15,414

Other Assets 1.443 -2,050 2,100 6.214

TOTAL ASSEIS 31,1)4 40,1)7 59,120 b.,194

RLIIIRN ON EQUITY (ANNUALIZED)

* Curtain balance sheet items have been reclassified to conform with auditors YL 191)5 financial statements.

Dec. 31* 

1905

1,911

11,2)5

5.610

10,004

10,623

12,165

3,133

26,521

(1.455)

25.066

13,050

_L42i
59,202

0 A,191 0,025 9,007 7,124

0 0 0 0 1,000

1,263 1,942 2,222 1,302 1,126

23) 424 150 304 1,9)0

1,500 7,163 10,99) 10,053 11,220

2)2 2,409 7,120 8,7)0 6,992

2.153 _3,9)3 3.642 2,923 0

J,925 12,625 21,167 22.546 10.220

33,249 33,249 33,049 34,131 33,049

0 1,29) 3,512 4,51) 1.133

33.429 34.546 37.361 30.648 40.902

37,1)4 40,1)1 59.120 61,194 59.202

15.61 20.11 11.61 21.11

4



ALASKA RAILROAD CORI'ORAIION 
Notes 

To
Financial Statements

SEE AUDITOR’S YEAR END AUOIIED FINANCIAL SIA1LHENIS



ALASKA RAILROAD CORPORA!ION 

NOIL B

LEASE DISCLOSURE SCHEOOIE 

Oecentier 31, 1905

SEE AlJOIIOR'S YEAR END AUDITED FINANCIAL SIATEHENIS
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ALASKA RAILROAD CORPORA!ION 

Statement of Income 

Through the Period Ending Decenber 31, 1905 

(In Thousands of Dollars)

Oecmber ________   Year-To-Date

Actual Budget Variance Actual Budget Variance

Revenues 

Ra i1 road 3,210 4,154 (944) 56,322 64,191 (7,069)

Other 521 750 (229) 10.912 9,000 1.912

Total 3,731 4,904 (1,173) 67,234 73,191 (5,957)

Cost and Expenses 

Railroad

Transportation 1,471 I. 0 6 6 (195) 20,556 25,566 (5,010)

Ways and Structures 1,114 061 253 12,310 1 2 , 0 1 0 (500)

Equipment 1,703 925 7 70 12,571 11,958 613

General and Administrative* (2.199) 1 . 2 2 0 (3,4i9) 10,410 13.293 (2.875)

Total 2,009 4,672 (2,583) 55,855 63,627 (7, 772)

Operating Surplus 1,642 232 1,410 11,379 9,564 (1.815)

Interest Expense 154 0 154 561 0 561

Corporate Expense (119) 160 J207) 2,230 1,052 378

Net Surplus 1,607 64 1,543 0,500 7,712 876

Depreciation 267 400 J.133) 1,455 4.800 (3,345)

Net Income (Loss) 1.340 (336) Jj676 L133 2,912 4,221

* Adjustments due to inventory re evaluation in accordance uith purchase accounting allocation method.
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ALASKA RAILROAO CORPORATION 

Revenues by Commodity 

Through the Period Ending Decenber 31, 1905 

(In Tl.uusands of Dollars)

Connndity

Decenber* Year To Date latest Annual Estimate

Actual Budqet Variance Actual Budget Variance Estimate Budqet Variance

Pipe 269 310 (41) 3,253 3,780 (527) 3,253 3,700 (527)

Ooa1. Local 356 630 (2/4) 4,255 6,170 (1.915) 4,255 6,170 (1.915)

Export 402 551 (149) 5:179 6,612 (1,433) 5,179 6,612 (1,433)

Petroleum 1,030 687 343 11,833 9,681 2,152 11,833 9,681 2,152

Gravel 0 0 0 7,819 8,930 (1,111) 7,819 8,930 (1,111)

lOFC'COTT. 358 814 (456) 7,000 10,540 (3,540) 7,000 10,540 (3,540)

Inter 1ine 574 861 (287) 10,530 10,513 17 10,530 10,513 17

Hisc?l laneous local (168) 241 (409) 2.101 3.437 1L336) 2.101 3.437 (1.336)

Total Freight 2,821 4,094 (1.273) 51,970 59,671 (7,693) 51,978 59,671 (7,693)

Passenger: North 239 10 229 2,959 3,300 (341) 2,959 3,300 (341)

South 81 30 51 1,102 645 457 1,102 645 457

Other 69 20 49 283 575 (292) 283 575 (292)

Total Passenger 389 60 329 4,344 4,520 (176) 4,344 4,520 (176)

Real Estate (141) 340 (481) 4,322 4,000 242 4,322 4,000 242

All Other 662 410 252 6.590 4.920 1,670 6.590 4.920 1.670

lotal Other 521 750 (229) 10,912 9,000 1,912 10,912 9,000 1,912

TOIAI 3.731 4,904 (1.173) 67,234 73,191 (5,957) 67.234 73,191 (5.957)

* The month of December, 1905, reflects accrual adjustments to confonn with the audited year-end financial statements.
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ALASKA HAILHOAO COdPONAJ ION 

EXPENSE PEHIODHANCE ANALYSIS 

Through the Period Ending Oocetiber 31, 1905

Month Year To Date

Department Actual* Budqet Variance Actual Budqet Variance

Transportation* 1,471 1,666 (195) 20,556 25,566 (5,010)

Motive Power A equipment 1,703 925 770 12,571 11,958 613

2
Ways & Structures 1,114 061 253 12,310' 12,010 (500)

Marketing 90 182 (92) 1,229 1,921 (692)

Overheads^ (2,255) 1,206 (3,461) 11,900 13,224 (1,244)

Depreciation 267 400 (133) 1.455 4,000 (3.345)

Total 2,390 5J240 (2.050) 60,10) 70,279 ( 10, 178)

Explanation of Variances - Year-to-Oate

(1) Decrease due to freight movements, primarily 10PC/COFC, gravel, and reduced coal 

traffic.

(2) Deduct ion results from accounting adjustment for Sumter Track Improvement Program from 

expense to capital in accordance with ICC unit of property definitions offset by 

higher than budgeted personnel costs.

(3) Underrun due to inventory re-evaluation partially offset by increased insurance costs, 

reorganization costs and other miscellaneous costs.

(4) Depreciation lower due to restatement of assets according to purchase accounting 

allocation method.

* Decenber, I9B5, reflects accrual adjustments to conform with audited year end financial 

statements.
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Alaska Railroad Corporation
1985 Capital Expenditures 

Through the Period Ending
Actual |£jjj2fl 
Budgetf

4 I
3

E n g .
W o r k

Jan Feb Mar Apr Sep Oct Nov Dec

Budget 0 .2 2.4 3.9 5.8 7.9 10.3 12.1 13.6 13.9 14.1 14.2
Actual 0 .2 .5 .7 1.2 1.7 3.0 4.2 4.8 6.8 8.2 12.5

. 3
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ALASKA RAILROAD CORPORATION 

PROJECI-TO-OAIE CAl’ITAL PERFORMANCE SUHHARY 

lludget vs Actual 

Through the Period Ending Decenfoer 31, 1905 

(In 1’lKxjsands of Dollars)

Approved

Budqet

,<nount

Approp.

Lalest

Estimate

1905 YTD 

Expend.

1984 Carryover 2,063 2,063 1,928 1,877

1985 Projects 13,187 0,207 1.4,203 7,170

T01AL 15,250 10,270 16,131 9.047

Slate Funded (Cap. A Exp.)

Transfer Funds 26G 268 268 268

Shuttle Equipment - 528 925 0 925 0

Records Management - 529 15 15 15 ___5

Total State Funded 1,208 283 1,206 273

1966

76

8,128

8,204

0

925

10
935
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PftOJECT-TO-DATE CAPITA.. PERFORMANCE ANALYSIS 

Budget vs Actual 

Through the period ending Decenber 31, 1905 

In Thousands of Dollars

Performance
AFE Approved Amount Latest 1985 YTD Remainder Physical Start End

Projects No. Budnet Appropriated Estimate Expend. of 1905 1966 Completion
at

Date Date Status

1964 CARRYOVER:
%

Seward TOfC fard 606/10; 31 31 21 21 -0- 100 9-85 10-85 C
Weigh-in-mot ion Scale 632/106 250 250 201 201 -0- 25 90 12-84 6 86 lo Certify
Potter Hill Orainage 636 20 20 6 6 -0- 100 7-85 B 85 C
Auto Couplers 633 26 26 20 20 -0- 100 7-85 C
Loco. Plow Pilots 634/151 51 51 51 -0- -0- 51 20 8-84 3-06
TOfC Terra. Iirp. - Anch. 600 37 37 37 37 '• -0- 100 4 85 C See 05
Anch. Eng. Sjpply - (Ph. Ill) 501 871 871 871 871 -0- C See 05
1904 Tunnel Program 511 431 431 431 431 -0- C See 05
1904 Track Program 89 69 75 75 -0- 100 3-85 C
Other Hi sc. Projects 999 257 257 215 215 -0-

TOTAt 1904 2,063 2,063 1,928 1,877 -0- 76

1965 PROJECTS:

Energy Conservation-(Ph IV) 501/101 1,250 1,250 1,250 514 -0- 746 80 6-85 5-06
Uareltouse Inj rovements 502/102 110 110 160 135 -0- 25 85 9-85 6-86
Fencing - Security 503/102 65 65 -0- -0- -0- -0- Merged
Cuipuler Air Conditioning 504/104 C5 65 61 2 -0- 59 -0- Rebid 06
Bank Widening 505/105 300 300 108 100 -0- 100 6-85 0-05 C
Rail lubricators 506/141 60 24 25 25 -0- 100 8-85 11-85 C
Palmer Branch Rehab. 50/ 100 -0- -0- -0- -0- De’eted
Rail/Tie Fasteners 500/131 300 -0- 157 157 -0- 100 7-85 12 85 C
Hlcrowave Radio (Ph 1) 509 425 -O- 206 -8- -0- 286 -0- 2-86 12 06
Bridges 510/110 000 580 561 561 -0- 100 3-85 9-85 C
Tunnels (Ph II) 511/111 1,500 1,300 4,250 2,286 -0- 1,964 55 7 85 9-06

Status Crxlos

A - AfE Preparation 

b - Bid Process 

C - Coup 1 etc

D - Design 

E - Evaluation 

II - On Hold

H - Materials Ordered 

R - Received 

L - Lease/Purchase

14
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PROJECT-110-OAIE CAP! . PERFORMANCE ANALYSIS 

Budget vs Actual 

Through the period ending Oecenber 31, 1905 

In Thousands of Dollars

Performance

AFE Approved Amount latest 1905 YTO Remainder Physical Start End

Projects No. Budqet Appropriated Estimate Expend. of 1905 1906 Completion Date Date Status

1905 PROJECTS:

’ 1

Utility Systems 512/112 650 291 550 24 -0- 536 -0- 8-05 10 86 D (20t)

Fuel Station Add.-Anch. 513/113 250 250 106 57 -0- 129 35 7-85 6-06 0 (U5t)
Whittier R.rp & TOFC Fac. 514/114 475 100 476 356 -0- 120 75 7-85 6 06

Eielson Brunch Rehab. 515/115 2,100 -0- 2,060 505 -0- 1,475 25 7-85 10 06

Barge Slip .12 Whittier 516/116 300 150 175 -0- 8 - 175 -0- 5-86 7-06 I) (lOt)

locomotives (5) 5II/IW 600 600 339 339 -0- 439 100 5 85 C.l

TOfC Cars ( 10) 518/110 422 400 473 473 -0- 214 100 5 85 C.l

Covered Cenint Hoppers (5) 519 125 -0- -0- -0- -0- II
Passenger Cur Upgrade (11) 520/120 300 42 48 48 -0- 100 6-85 10 85 c
Engineer Const. Equip. (021) 521/121 950 642 692 593 -0- 99 95 3-85 4 06

Snow Removal Equipment - - 450 Deleted Deleted -0- -0-

locumolive Crane 523 BOO -0- 460 -0- -0- 460 I

Material Hindiing Equip. 524/100 85 24 24 24 -0- 80 8-85 1 06

Telecom. Tnst Equip. 525/012 125 125 125 56 -0- 69 8 - 9-85 5 86 H

Upgrade Radios 526 200 -0- 300 -0- 0- 300 -0- 4-86 12 06

Passenger Services 527 300 -0- 300 -0- -0- 8 - II

RPH Projects - See page 3 999 -0- 334 323 269 -0- 54 Sen page

Flat Cars (15) 119 8 - 255 235 235 -0- 116 100 7-85 0-85 C.l
Const. Worl: Equip./Snow Rem. 531 -0- -0- -0- -0- 300 -0- 1-86 386 8,1
TOfC Term. Imp. - Anch. 600 -0- 35 49 49 -0- 100 1-85 7 85 C
ROC Car Upgrade 144 -0- -0- -0- -0- -0- 150 75 9-85 1-86 L

32V Electric 4 Cabooses 153 -0- 100 100 46 -0- 54 35 9-85 11 06

Electrify l!i 10FC 140 -O- 265 247 125 -0- 122 40 10-85 8 86

MSA Term Dee. 006 -O- 172 18 18 -0- 10 100 9-85 1085 C.L

PC Terminals 00/ -0- 71 7 7 -0- 22 100 8-05 985 C.l

IBM Remotes 000 -0- 350 64 64 -0- 111 100 8-85 9 85 C.L

IBM Line Printer 016 -0- 24 1 1 8 - 7 100 10-05 11-85 C.l

Wang Equipment 02/ -0- 275 13 13 -0- 06 100 12-85 1285 C.l

TOT/ii. 1905 13.187 11,2117 14,203 7,170 -0- 0.128

GRAND TOlAL-itf.L PROJECIS 15,250 10,270 16,131 9,047 -0- 8,204

15
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PROJECT-TO-DAIE CAI1. ..L PERFORMANCE ANALYSIS 

Budget vs Actual 

Through the period ending Oeceirber 31, 1905 

In Thousands of Dollars

i s -  ^

l‘a (jo 3

Perfonnance

AIL Approved Amount latest 1905 VID Remainder Physical Start End

Projects tjô Budqet Appropriated Estimate Expend. of 1905 1906 Completion Date Dale Status

1905 Non Pro). Res. (NI’H)

1

Rerailing IJridge 25001 12 12 12 0- 100 10-04 4 05 C

Telex 15001 2 2 2 0- 100 10-04 1-05 C

Dock Board: 65001 4 4 4 0- 100 12-04 2 05 C

Cuiputer, rtac 15003 5 5 . -0- 100 12-04 2 05 C

Dishuasher 45001 3 2 2 -0- 100 1-05 2 05 C

Word Proc W/Printer (4) 65050 11 11 11 -0- 100 1-05 3 05 C

Plow on 5 GP 49’s 150 51 51 16 -0- 35 40 11-05 3 06

Radios (5) 25004 6 6 6 -0- 100 3-05 7 05 C

Cliart Recorder 25006 2 2 2 -0- 100 5-05 605 C

Conpuler .i Telex 15005 3 3 3 -0- 100 5-05 705 C

Copier - 1A 1501)6 • , 2 2 2 -0- 100 5-05 505 C

Computer - Mac /50<)0 3 3 3 0- 100 4-05 405 C

Telepltone Sys. J5009 13 12 12 0- 100 4-05 7 05 c

Vans, Pas:. (2) 15025 29 29 29 -0- 100 6-05 6 05 c

Budd HDC(I) 142 60 60 41 -0- 19 90 6-05 106 Accept.

Mobile Ralio 25010 2 2 2 -0- 100 6-05 1205 C

Copier, Xirox 150)0 10 10 10 -0- 100 6-05 6 05 C

Conputer - Mac 75012 9 10 10 -O- 100 0-05 005 C

Camera & Accessories 75013 1 1 1 -0- 100 0-05 005 C

Logging Recorder 013 27 20 20 -0- 50 10-05 1 06 M

Remodel Procurement Office 143 6 e e -0- 100 12-05 12 05 C

Rad.-Tele (Trans-2) 010 5 5 5 -0- 50 11-05 206 M

Rad.-Tele (Safety) Oil 1 1 1 -0- 50 11-05 2 06 M

Comp. Hac (NIKI) 015 4 3 3 -0- 100 11-05 1205 C

Furniture (Legal) 01; 5 4 4 -0- 100 10-05 1205 C

Cuiputer •• IBM (Oldham) 022 13 13 13 -0- 100 11-05 1205 C

Rapicon Facsimile (3) 023 17 17 17 O - 100 12-05 12-35 C

Furniture (Procurement) 024 4 4 4 -0- 100 12-05 12 05 C

Furniture (Marketing) 025 10 10 10 -0- 100 11-85 12 05 C

Telephones (Harketing) 026
—

11 11 1) -0-
---

100 11-05 12 05 C

Total 1)85 RPR -0- 334 323 269 -0- 54

16



Alaska Railroad Corporation
Monthly Bank Balance 

1985

Bank
G/L

1
Jan Feb

•

Mar Apr
1

May
i

Jun Jul Aug Sep Oct Nov Dec

9.5 10.5 9.9 11.1 12.2 11.0 7.6 7.0 5.2 4.9 4-1 , 2.9
9.5 8.1 7.1 10.1 9.7 8.8 5.6 4.7 3.9 4.0 3.0 1.9

17



Alaska Railroad Corporation
Inventory Level 

1985

o 7.5 •   ►  -------
Hi
I  6.0-

4.5

3.0

1.5-

0- ■T*— *1*-

Excluding Track Material

QitQrder

I j i  M- u JjjjLl

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Total 10.0 10.2 11.9 12.8 13.2 12.8 10.5 9.5 10 * 9.8 9.4 a 2

On-Order .4 .4 2.2 3.2 3.1 1.4 1.0 r 1.4 1.2 .6
Exclud. Track 
Material 7.5 7 .6 7 .5 7.3 7.1 6.8 6.9 6.5 6.2 5.9 5.7 4.6

* INVENTOUY VAI.IJli AT YEAII END l‘JU5 WAS DEVALUED DOWNWAUI) Til $').() MILLION TO CONEOUM WITH THE Al'l'KA I SAL 

Mill HOI) USED TO COMI'I.Y WITH Tllli I’UKCIIASE ALLOCATION ACCOUNT INC METHOD.

IS



ALASKA RAILRQAO CORPORA!I OH 

Accounts Receivable Status 

Through the Period Ending Deceober 31, 1905

AGING (DAYS)

 Lffie___

Trade

X

Reinbursable

I

Real Estate 

X

Estimated

X

Total

X

Balance

8,002

100

377

100

1,200

100

1,696

100

_0JL J6J0. 31-45 46-60 over 60

11,275

2,437

30

269

71

471

39

1,696

100

4,873

100 43

1,339

17

4

1

13

I

0

0

1,356

12

1,496

19

0

0

147

12

0

0

1,643

14

627

8
0

0

0

0

0

0

627

2,103

26

104

28

569

48

2,776

25

19



Principal Maturity

Amount Date

515,343

100,000

100,000

100.000

Open

0 1 / 21 /86

01/21/06

05/09/07

ALASKA RAILROAD C0RP0RA1ION 

Current Investment Report 

As of Oeccuber 31, 1905

Length of Type of Interest Estimate 

Investment Investment Rate Int. Income

Open Honey Hkt 9.001 2,104

182 day CD 8.501 4,061

182 day CD 0.501 4,061

540 day CD 8.501 1.275

11.501
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ALASKA RAILROAD CORPORATION 
1986 BUDGET SUMMARY Re v i sed  for Sales Targets 

(Thousands of dollars )

1986
BUDGET

1986
Sales

TARGETS VARIANCE
dollars . %

Revenue 71 , 057 78 , 900 7 , 89 3  10
Expense £1 ,166 £ £ ^ 1 0 £.2211 _a

surplus  (De f i c i t ) 7 , 891 9 , 9 60 1 , 56 9  17
deprec iat ion _L_8flG 1.BQQ _____Q _Q

NET INCOME (LOSS) 6 ,091 7 , 66 0 1 , 5 6 9  1Z

M



ALASKA RAILROAD CORPORATION 
1986 EXPENSE LJDGET ANALYSIS

(Thousands of dollars )

BEPMIMEM 1986
Ji l iDGLL. budget L u m V i latest

estimate

TRANSPORTATION 16 .359 25 , 5 6 0 17 , 92 1 2 0 , 8 0 0
engineer ing 16 , 14 0 12 , 810 12 , 801 10 , 8 70
MP&E 15 ,076 11 , 960 10 , 265 12 , 0 00
Spec ial  agents 2 , 8 69 500 356 440
admin i strat ion 670 900 635 760
PERSONNEL 2 ,0 5 0 800 473 580
F inance 5 , 873 5 , 620 4 , 6 1 3 6 , 0 00
MARKETING 3 ,007 1 , 92 0 1 , 07 7 1 , 5 80
LEGAL 856 500 462 562
OTHER 515. _iL.31Q -JLiiki l _ L 2 2 f i

sub Total 63 , 41 5 65 , 48 0 52 , 271 58 , 8 20

INTEREST EXPENSE 1 ,018 0 379 480
DEPRECIATION _ l J i M J L m J L M H J L IQ Q

SUB TOTAL 2 ,8 18 4 , 8 0 0 1 , 443 1 , 7 8 0

Total expense 66 , 2 33 70 , 2 80 53 , 71 4 60 , 6 0 0



C M M Q D L L Z

PIPE

c o a l : Lo c a l  
E x p o r t

PETROLEUM

TOFC/COFC
INTERLINE

MISCELLANEOUS LOCAL

t o t a l  F r e i g h t

PASSENGER: NORTH

SOUTH 
OTHER 

TOTAL PASSENGER

REAL ESTATE 
ALL OTHER

TOTAL OTHER

TOTAL REVENUE

ALASKA RAILROAD CORPORATION 
REVENUES BY COMMODITY 
1986 BUDGET ANALYSIS 

(IN T h o u s a n d s  o f d o l l a r s )

1 9 8 1  Si MILS.
1986 YTD LATEST

_BlWfiEI_ budget Thru Oct ESTIMATE

'5,099 5,780 2,619 5,000
5,765 6,170 5,557 9,100
5,115 6,612 9,521 5,590

11,511 9,681 9,605 11,500
8,259 10,598 5,998 7,000

12,786 10,519 9,199 10,800
_9.291 iz..m K L D 2 8 m m
55,597 59,671 95,522 55,570

2,890 5,500 2,695 2,900
89 695 979 1,050

___ 5Z5 215 500
9,910 9,520 5,885 9,250

5,100 9,080 9,071 9,971
_2L.92Q JL.ZQ8 _6^i29

11 .100 _ _ a j M _iLZZ9 11,900

71 ,057 75.191 59 ,186 69 ,000



ALASKA RAILROAD CORPORATION 
1986 BUDGET HEADCOUNT SUMMARY

DEEM THEN.I
( 1 )  CORPORATE OFFICE 

OPERATIONS
( 2 )  HUMAN RESOURCES
( 3 )  FINANCE
( 9 )  MARKETING & SALES 

TOTAL

El f lS r_Ql f l_  SECQMJlI IL1986 m i i m 1 9 M
11 6 i i 8

510 532 657 711
29 19 29 19
69 59 69 59

_1Z _ i a _1Z
656 659 816 M i l

XllIiiD—QJ.B  FOURTH QTR
i m l a a s m i m i

i i 12 11 9
586 635 999 509
29 18 29 21
71 63 69 69

_AQ _ZZ _ I I _26.
797 1 1 1 i n 639

( 1 )  INCLUDES CHIEF COUNSEL AND STAFF
( 2 )  INCLUDES DIRECTOR, ADMINISTRATION AND STAFF
( 3 )  1985 DOES NOT INCLUDE 6 CONTRACT COMPUTER OPERATORS WHICH HAS BEEN CONVERTED TO ARRC 

STAFF
( 9 )  DOES NOT INCLUDE SUMMER IIOST/IIOSTESS PROGRAM OF 95 STUDENTS DURING SUMMER PASSENGER 

SEASON



ALASKA RAILROAD CORPORATION 
1986 BUDGET HEADCOUNT SUMMARY

ILi EARIHEUI I B M I B M
SECOND OTR

I B M  1B85
IilLRH-QTR 

I B M  1985 I B M I B M

( L) c h i e f  e x e c u t i v e  o f f i c e 11 6 11 8 11 12 11 9

o p e r a t i o n s 515 552 650 711 629 655 509 509

02) H u m a n  Re s o u r c e s 29 19 29 19 29 18 29 21

(5) FINANCE 69 59 69 59 71 65 69 69

(9) M a r k e t i n g  & s a l e s _iZ _ia _S0 _1Z _5B -21 _IZ _2£

To t a l 661 659 809 Mil ZBB m 650 659

Cl )  INCLUDES CHIEF COUNSEL AND STAFF
02) INCLUDES DIRECTOR, ADMINISTRATION AND STAFF
( 5 )  1985 DOES NOT INCLUDE 6 CONTRACT COMPUTER OPERATORS WHICH HAS BEEN CONVERTED TO ARRC STAFF
C D  Do e s  n o t i n c l u d e  Su m m e r  h o s t /nos t e s s P r o g r a m  of 95 s t u d e n t s  d u r i n g  s u m m e r  p a s s e n g e r

SEASON



■ ALASKA RAILROAD CORPORATION 
198G S. .T)ING PLAN 
ACCOUNT ANALYSIS

SUMMARY
1 3 B 1

l a f l f i JRUMEI
LATEST

-ESTIMATE VARJLANLE - i

SALARIES, WAGES, AND OTHER 
PERSONNEL EXPENSES 39 , 9 89 36 , 827 3 , 157 8

CONTRACTUAL SERVICES 5 ,936 9 , 6 7 0 1 , 266 27
MATERIALS & SUPPLIES 10 , 095 11 , 3 21 ( 1 , 2 2 6 ) ( 1 1 )
RENTALS, UTILITIES 2 , 7 6 3 3 , 703 ( 990 ) ( 2 5 )
INSURANCE, CASUALTY, TAXES 2 ,2 7 1 1 , 117 1 , 159 103
OTHER . . l , i ) 17 369 653 m

TOTAL 62 , 0 66 58 , 002 9 , 0 69 7

DEBT SERVICE LJ.QQ . 915 .. 685 165.
GRAND TOTAL & L I M i&xi l lZ j L . m _ &

EXPLANATION OF MAJOR VARIANCE S :

PERSONNEL COSTS REFLECT FULL STAFF LEVELS FOR YEAR, INCREASED SALES STAFF, SMALL 
INCREASE IN ADMINISTRATIVE WORK FORCE, INCREASED HEALTH BENEFIT COST AND PROVISION FOR MINIMAL WAGE ADJUSTMENT.
CONTRACTUAL SERVICES INCREASE REFLECTS 
TRANSFERRED EMPLOYEES, INCREASED TRAINING. COST OF MARKETING PLAN, RELOCATION FOR 

MATERIALS AND SUPPLIES DECREASE REFLECTS REVALUATION OF INVENTORY.
RENTALS AND UTILITIES DECREASE REFLECTS SAVINGS FROM KAPP ENERGY PROJECT, CLOSURE OF UNNECESSARY WAREHOUSES, ETC.
INSURANCE INCREASE IS FOR A FULL YEAR EFFECT OF OUR RISK MANAGEMENT PROGRAM AT NEW 
RA1ES AND PROVISION FOR CASUALTY CLAIMS. .
OTHER INCREASE REFLECTS CONSOLIDATION 
PURCHASES TO THE PROCUREMENT DIVISION.
DEB1 SERVICE INCREASE REFLECTS FULL YEAR 
CARS, AND PLANNED 1986 CAP 11AL ADDITIONS.

OF FREIGHT EXPENSE FOR DIRECT, NON-STOCK 

OF INTEREST EXPENSE ON LOCOMOTIVES, FLA1



SUMMARY

________________I M i
L a t e s t

1986 BUDGET _ E S i m i £ V a r i a n c e %

CORPORATE OFFICE 1,579 1,191 388 33

OPERATIONS ^8,516 *17,170 1,396 3

F i n a n c e 6,815 6,000 815 19

MARKETING 3,*117 2,509 908 36

HUMAN RESOURCES 2,07*1 807 1,267 157

a d m i n i s t r a t i o n 765 7*10 25

GRAND TOTAL 6?,166 58,917 9,799 - A

£X£LANAX1MJ3E_-MAJQB .VARIANCES:

° CORPORATE OFFICE INCREASE REFLECTS ADDITIONAL COST FOR LITIGATION AND INCREASE IN 
LEGAL WORKFORCE.

° FINANCE INCREASE REFLECTS LARGER DEBT SERVICE AND REALIGNMENT OF CONTRACTUAL WORKFORCE.

° MARKETING INCREASE REFLECTS NEW MARKETING PLAN ( 50 0K ) ,  ADDITIONAL SALES FORCE AND RELOCATION TO UPTOWN OFFICE SPACE.
° HUMAN RESOURCES INCREASE REFLECTS NEW ORGANIZATION STRUCTURE, INCREASED 

RESPONSIBILITIES, COST FOR NEW ADMINISTRATIVE PROGRAMS AND SOME ADDITIONAL STAFF.

I



KAIL AU LUKrUK/
1986 SPENDING PLAN

account Analys is
SUMMARY

I M S

CONTRACTUAL SERVICES 1986 BUDGET
L a t e s t

JESLIMA.IE J£AR1AN££_

CORPORATE OFFICE 757 672 85

OPERATIONS 2,625 2,555 70

FINANCE 753 930 (181)

MARKETING 920 033 087

HUMAN RESOURCES 805 50 755

A d m i n i s t r a t i o n 76 26 .50

TOTAL _5x.2I6 J L 6 Z Q -1x266.

EXRLANAIION. .QF MAJOR. VARIANCES:
° CORPORATE OFFICER INCREASE FOR ESTIMATED CORPORATE DONATIONS.

° MARKETING INCREASE REFLECTS IMPLEMENTATION OF NEW CORPORATE MARKETING PLAN.

° HUMAN RESOURCES REFLECTS REALIGNMENT OF ORGANIZATION, RELOCATION EXPENSES, SALARY 

ADMINISTRATION PROGRAM, AND INCREASED TRAINING.

I



ALASKA RAIL. U) CORPORATION 
1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

MATERIALS & SUPPLIES 1986 BUDGET

LATEST

-ESHMAIE.

J.885.

CORPORATE OFFICE 16 33 (17)

OPERATIONS 9,611 10,080 (869)

F i n a n c e 210 008 (190)

MARKETING 105 285 (100)

HUMAN RESOURCES 50 29 25

ADMINISTRATION _____55 86 (31)

TOTAL 10,095 31,321 (1,226)

liXPLANAUQN-QF. MAJQR—VABIANCJLS.:

° DECREASES ARE A RESULT OF REVALUATION OF INVENTORY.
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ALASKA RAIL, J) CORPORA! ION 
1986 SPENDING PLAN 
ACCOUNT ANALYSIS SUMMARY

RENTALS & UTILITIES
CORPORATE OFFICE
OPERATIONS
FINANCE
MARKETING
HUMAN RESOURCES
ADMINISTRATION
TOTAL

1 9 8 6 .BUDGET 
0

1 , 90 1
095
100

9
 m

La t e s t

J imMALE.
■1985.

2 , 68 5
751
19
3

—  203
U M U M

£XELAMAIlflN-QE- MAJOR VARIANCES:

0 DECREASES ARE GENERAL RESULTING FROM SAVINGS FROM NEW ENERGY SYSTEMS. 
0 INCREASE IN MARKETING REFLECTS RELOCATION OF OFFICE.

-VARIANCE

( 7 00 )
( 256 )
121

6
_L89)

1 m )



ALASKA RAIL. .AD CORPORA!ION 1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

 m iLATEST
J.MSUBMLE..-CASUALIY..EXPENSES.. 19B6_BUDGEI. ESI1MA.IE -VARIANCE.

CORPORATE OFFICE 0 0 0
OPERATIONS 2 , 2 6 6  1,117 1,199

F i n a n c e  o o o

Ma r k e t i n g  5 0 5

HUMAN RESOURCES 0 0 0
ADMINISTRATION  Q  Q ______Q
t o t a l  J L J U 1  _ L l i Z  -1,1511

EXRLANAIIQN-QF- MAJOR VARIANCES:

° OPERATIONS IS RESPONSIBLE FOR INSURANCE AND RISK PROGRAMS. INCREASE REFLECTS FULL 

YEAR PREMIUMS AT HIGHER RATES PLUS ADDITIONAL SMALL INCREASE 10WARDS END OF YEAR. 

ADDITIONALLY, REFLECTS ANTICIPATED LOSSES AND CLAIMS DUE TO FREIGHT DAMAGE, ROLLING 

STOCK DAMAGE, ETC.



SUMMARY

______________QIU£R

CORPORATE OFFICE

Op e r a t i o n s

FINANCE

M a r k e t i n g

HUMAN RESOURCES 

ADMINISTRATION 

TOTAL

Ex p l a n a t i o n  q f m a j o r  v a r i a n c e s :

° FINANCE INCREASE REFLECTS LARGER DEBT SERVICE AND FREIGHT CHARGES NOW RESPONSIBILITY 

OF PROCUREMENT (DIRECT PURCHASE AND NON-STOCK ITEMS).

° MARKETING INCREASE REFLECTS RELOCATION TO NEW UPTOWN OFFICE SPACE.

LATEST

laafi-BllllfiEl ■ ESTIMATE VARIANCE

50 0 50

0 0 0
1,899 779 1,120

199 0 199

19 0 19

 Q  Q  Q

-2ill 7.  121 1.358



ASKA RAILRO CORPORATION 
1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

SALARIES, WAGES, AND OTHER 
 EJLf

CORPORATE OFFICE
OPERATIONS
FINANCE

MARKETING

HUMAN Ri: SOURCES

ADMINISTRATION
TOTAL

DPI LARS__
751 

32 , 07 5  
3 ,  *15*1 
2 , 0 6 0  
1 , 18 6  

 *1M

.lSlEL

PJLil SUNNED 

11 
575 
69 
*13 
21

 a

 121

-laaS-LA IEST ESJLLM IE____
P e r s o n n e l  n

*18*1
30 , 333
3 , 128
1 , 772

725
 3 M

I L J 2 Z

9
596
63
22
16

__Z

2 1 1

EXPLANA1 LON...OF. -MAJOR VARIANCES:

° CORPORATE OFFICE INCREASE REFLECTS ADDITIONAL LEGAL ASSISTANCE.
0 OPERATIONS DECREASE REFLECTS A 3-MONTH SUMMER WORK PROGRAM RATHER THAN A 5-MONTH PROGRAM AND TRANSFER OF PASSENGER AGENT POSITIONS TO MARKETING.
° FINAN(£ INCREASE REFLECTS TAKEOVER OF CONTRACTUAL SERVICES IN SYSTEMS.
0 MARKE1ING REFLECTS TRANSFER OF PASSENGER AGENTS FROM OPERATIONS DEPARTMENT AND ADDITIONAL SALES STAFF.

“ Av e r a g e  Q u a r t e r l y  To t a l



ALASKA RAIL \D CORPORATION 1986 SPtNDING PLAN 
CORPORATE OFFICE 

SUMMARY

Sa l a r i e s , w a g e s , a n d  o t h e r

PERSONNEL EXPENSES 

CONTRACTUAL SERVICES 

MATERIALS & SUPPLIES 

RENTALS, UTILITIES 

INSURANCE, CASUALTY, TAXES 

OTHER

TOTAL 

DEBT SERVICE

GRAND TOTAL

1986- BUDGET

752
757
16
9

0

 511

1 , 5 7 9  
_____ Q

L 5 7 9

LATEST

ESTIMATE

989

672
33

2

0

 Q

1 , 191  
 Q

.1 ,191

i m .

VARIANCE

279
85

( 17 )
2

0

 5H

399
_ d

_I9 ii

EXRLANAL1M_QF_ MAJOR VARIANCES.:

° PERSONNEL COSTS UP DUE TO INCREASED STAFFING IN CHIEF COUNSEL'S OFFICE INCLUDING 

ADDITIONAL SENIOR ATTORNEY, CLERICAL HELP AND PARALEGAL ASSISTANCE.

° CONTRACTUAL SERVICES UP AS A RESULT OF ANTICIPATED INCREASED LITIGATION.

I



ALASKA RAILu -AD CORPORATION 
1986 SPENDING PLAN

A d m i n i s t r a t i o n

SUMMARY

Sa l a r i e s , w a g e s , a n d  o t h e r

PERSONNEL EXPENSES 
CONTRACTUAL SERVICES
m a t e r i a l s  & s u p p l i e s

RENTALS, UTILITIES 
INSURANCE, CASUALTY, TAXES 
OTHER 

TOTAL 
DEBT SERVICE

1186 BUDGET

960
76
55

179
0

 Q

765 
___Q

LATEST

385 
26 
86 

293 
0

 Q

790 
_ 0

1985.

-VARIANCE

75
50

( 31 )
( 69 )

0

 Q

25
 Q

GRAND TOTAL I M 21

1XELAMAL1DM-QE-MAJOR VARIANCES:
PERSONNEL EXPENSES REFLECTS INCREASE FOR FULL YEAR MANNING LEVELS AND ONE ADDITIONAL STAFF PERSON.
Co n t r a c t u a l  s e r v i c e s  i n c r e a s e  r e f l e c t s  c o n s o l i d a t i o n  of o f f i c e  m a c h i n e  e x p e n s e s  in

ADMINISTRATIVE SERVICES DIVISION AND DEVELOPMENT OF RECORDS MANAGEMENT SYSTEM FOR CORPORATION.



ALASKA RAILI^AD CORPORATION
m f l K  C u  u u r  D i  a h1986 SP DING PLAN
H u m a n  R e s o u r c e s  

SUMMARY

SALARIES, WAGES, AND OTHER 

PERSONNEL EXPENSES

CONTRACTUAL SERVICES

M a t e r i a l s  & s u p p l i e s

RENTALS, UTILITIES 

INSURANCE, CASUALTY, TAXES 

OTHER 

TOTAL 

DEBT SERVICE

lSflfLJIUOGEI
1,186

805

59

9

0

 la

2,079 

 Q

LATEST

JLSJLIHAIE

725

50

29

3

0

_19£5_

_Q

807 

___Q

JZAR1AT1££_

961

755

25

6

0

 19.

1,267 

 Q

GRAND TOTAL u m M L ■l.i.267.

l lX£LANAUM_HE .MAJOR VARIANCES:
“ PERSONNEL COSTS REFLECT FULL YEAR EFFECT CF NEW ORGANIZATIONAL STRUCTURE TO INCLUDE 

INCREASE OF 3 NEW POSITIONS FOR APRIL-JUNE TIME FRAME.

" Co n t r a c t u a l  s e r v i c e s  i n c r e a s e  d u e  t o a c q u i r i n g  r e s p o n s i b i l i t y  f o r  a l l  t r a i n i n g

REQUIREMENTS, SAFETY EQUIPMENT PROGRAM, RELOCATION EXPENSES, AND SALARY
ADMINISTRATION PROGRAM.

»



HH L
ALASKA RAlLPn Ai) CORPORATION 

1986 ST DING PLAN 
OPERATIONS 
SUMMARY

SALARIES, WAGES, AND OTHER 

PERSONNEL EXPENSES

CONTRACTUAL SERVICES

MATERIALS & SUPPLIES

RENTALS, UTILITIES

INSURANCE, CASUALTY, TAXES

OTHER
TOTAL

DEB I SERVICE

GRAND TOTAL

1986 DUDGE1

32,073 

2,625 

9,611 

1,991 

2,266 

 0

98.516 

 Q

98.516

LATEST

30,333

2,555

10,980

2,685

1,117

 Q
97,170 

 0.

U L i m

JJ188.

JZAR1ANEE-

1,790 

70 

(869) 

(799) 

1,199 

 Q

1,396 

 0

-L .1 M

liXElANAllM-QE-MAJDR VARIANCES:
" PERSONNEL INCREASE REFLECTS FULL YEAR MANNING LEVELS IN ALL DEPARTMENTS.

0 MATERIALS AND SUPPLIES REDUCTION BASED ON INVENTORY REVALUATIONS.

° RENTALS AND UTILITIES PROJECTED SAVINGS RESULTING FROM NEW HEATING SYSTEMS.

° INSURANCE, CASUALTY, TAXES INCREASE DUE TO INSURANCE PREMIUMS AND CASUALTY LOSS CLAIMS



MARKETING
SUMMARY

_____________ i m .LATEST
19.86- BUDGET ESTIMATE VARIANCE

SALARIES, WAGES, AND OTHER
PERSONNEL EXPENSES 2 , 0 6 0  1 , 7 7 2  288

CONTRACTUAL SERVICES 920 933 587
MATERIALS & SUPPLIES 195 285 ( 19 0 )
R en t a l s ,  u t i l i t i e s  190 19 121
In s u r a n c e , c a s u a l t y , t a x e s  5 0 5

OTHER  I M   Q 199
TOTAL 3 , 91 7  2 , 5 0 9  908

DEBT SERVICE  Q  Q  Q

GRAND TOTAL . L.917. . 2 , 9 0 9   908

0 PERSONNEL COSTS UP DUE TO INCREASED SALES FORCE IN ANCHORAGE AND SEATTLE, PASSENGER
SERVICES EXPANSION AND TRANSFER FROM TRANSPORTATION DEPARTMENT.

0 CONTRACTUAL SERVICES UP 117% FOR FULL-SCALE MARKETING/ADVERTISING PROGRAM.
° UTILITIES INCREASE DUE TO MARKETING DEPARTMENT RELOCATING TO NEW UPTOWN OFFICE

SPACE .



ALASKA RAILP'-D CORPORATION 
1986 s p l ..i)i n g P l a n

CORPORATE COMMUNICATIONS 

SUMMARY

Sa l a r i e s , w a g e s , a n d  o t h e r

PERSONNEL EXPENSES

Co n t r a c t u a l  s e r v i c e s

HATERIALS & SUPPLIES 

RENTALS, UTILITIES 

INSURANCE, CASUALTY, TAXES 

OTHER 

TOTAL 

DEBT SERVICE

1986 BUDGET

84

148

5

0

0

 Q

237 

___Q

LATEST

64 

55 

3 

0 

0

 Q122 
 Q

i m _

-Va r i a n c e

20
93

2

o

o

 Q

115

_ Q

GRAND TOTAL 2 Z L 122  m

o 1,
PERSONNEL USAGES INCREASE DUE TO FULL YEAR OPERATIONS OF DIVISION.

° CONTRACTUAL SERVICES INCREASE DUE TO NEW PROGRAMS FOR SAFETY. RAILROAD POSTERS, ANNUAL 

REPORTS.



ALASKA RAILROAD CORPORATION j
1986 sp jing Pl a n  1

CHIEF COUNSEL 
SUMMARY

1985

SALARIES, WAGES, AND OTHER 

PERSONNEL EXPENSES

CONTRACTUAL SERVICES

MATERIALS & SUPPLIES

RENTALS, UTILITIES

INSURANCE, CASUALTY, TAXES
OTHER

TOTAL

DEBT SERVICE

990
519

9
9
0

__ Q

1 , 017  
 Q

LATEST

ESTIMATE

292
567
26
2

0

A

837

0

VARIANCE

298

(53)

( 1 7 )
2

0

 Q

180 

___Q

GRAND TOTAL 1 , 017. ML JJBO

liXELAMAlllltUlE-MAJQB VARIANCE S :

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



ALASKA RAILROAD CORPORATION 1986 SF DING PLAN 
DETAIL ACCOUNT ANALYSIS

SALARIES, WAGES, AND OTHER PERSONNEL EXPENSES

1986 BUDGET 39 , 98 9
1985 ESTIMATE 3 6 . 8 ? 7

VARIANCE 3 , 157

E m . A N M . I Q N  QF VARIANCE: J L

0 WAGE ADJUSTMENT $1 , 000  32
0 CURRENT WORK FORCE FULL YEAR MANNING 875 28
0 ADDITIONAL STAFF" 750 23
° PENSION PLAN CONTRIBUTION 125 9
° ANTICIPATED HEALTH BFNEFIT INCREASE 200 7
0 s t a t e  of A l a s k a  u n e m p l o y m e n t  co m p e n s a t i o n  ? o q r

t o t a l  $3 . 1 5 0  100

M
ADDITIONAL STAFFING IS REQUIRED IN LEGAL AND ADMINISTRATION TO SUPPORT ACTIVITIES AND 

PROGRAMS THAT WERE PREVIOUSLY HANDLED IN THE FEDERAL SYSTEM BUT NOT BY THE RAILROAD. 

ADDITIONALLY, OUR ENHANCED MARKETING PROGRAM REQUIRES A LARGER SALES FORCE TO MAINTAIN 

CURRENT REVENUE AS WELL AS OBTAIN NEW BUSINESS.



_______________________m i
L a t e s t

1986 J111DS1L1 -ESILMAIE %

CORPORATE OFFICE 1,579 1,191 388 33

OPERATIONS 98,516 97,170 1,396 3

FINANCE 6,815 6,000 815 19

MARKETING 3,917 2,509 908 36

HUMAN RESOURCES 2,079 807 1,267 157

ADMINISTRATION 765 . 790 25 - 1

GRAND TOTAL 63,166 58,917 9,799 -J.

EXELAMAIIflftLQF.MAJOR VARIANCES:

° CORPORATE OFFICE INCREASE REFLECTS ADDITIONAL COST FOR LITIGATION AND INCREASE IN 
LEGAL WORKFORCE.

° FINANCE INCREASE REFLECTS LARGER DEBT SERVICE AND REALIGNMENT OF CONTRACTUAL WORKFORCE.

° MARKETING INCREASE REFLECTS NEW MARKETING PLAN (500K), ADDITIONAL SALES FORCE AND 
RELOCATION TO UPTOWN OFFICE SPACE.

0 H u m a n  Re s o u r c e s  i n c r e a s e  r e f l e c t s  n e w  o r g a n i z a t i o n  s t r u c t u r e , i n c r e a s e d

RESPONSIBILITIES, COST FOR NEW ADMINISTRATIVE PROGRAMS AND SOME ADDITIONAL STAFF.



I
ALASKA RA1LP 'AD CORPORATION 

1986 Si .DING PLAN 
ACCOUNT ANALYSIS

SUMMARY

i m .

1986 BUDGFT
l a t e s t

_E.S11MA.IE VARIANCE X

SALARIES, WAGES, AND OTHER 

PERSONNEL EXPENSES 39,989 36,827 3,157 8

CONTRACTUAL SERVICES 5,936 9,670 1,266 27

MATERIALS & SUPPLIES 10,095 11,321 (1,226) (11)

RENTALS, UTILITIES 2,763 3,703 (990) (25)

INSURANCE, CASUALTY, TAXES 2,271 1,117 1,159 103

OTHER JLfllZ _ 1 6 9 .651 119

TOTAL 62,066 58,002 9,069 7

DEBT SERVICE 1.100 .915 685 165

GRAND TOTAL 6 L 1 6 6 58JJ1Z JL.792 _ S

EH£LANAUM-OF_MAJQB-J/AR1ANCES.:

° PERSONNEL COSTS REFLECT FULL STAFF LEVELS FOR YEAR. INCREASED SALES STAFF. SMALL 

INCREASE IN ADMINISTRATIVE WORK FORCE, INCREASED HEALTH BENEFIT COST AND PROVISION FOR 
MINIMAL WAGE ADJUSTMENT.

CONTRACTUAL SERVICES INCREASE REFLECTS 

TRANSFERRED EMPLOYEES. INCREASED TRAINING.
COST OF MARKETING PLAN. RELOCATION FOR 

MATERIALS AND SUPPLIES DECREASE REFLECTS REVALUATION OF INVENTORY.

r e n t a l s  a n d  u t i l i t i e s  d e c r e a s e  r e f l e c t s  s a v i n g s  f r o m  kapp e n e r g y  p r o j e c t , c l o s u r e  of

UNNECESSARY WAREHOUSES. ETC.

INSURANCE INCREASE IS FOR A FULL YEAR EFFECT OF OUR RISK MANAGEMENT PROGRAM AT NEW 

RATES AND PROVISION FOR CASUALTY CLAIMS.

01 HER INCREASE REFLECTS CONSOLIDATION 

PURCHASES TO THE PROCUREMENT DIVISION.

DEBI SERVICE INCREASE REFLECTS FULL YEAR 

CARS. AND PLANNED 1986 CAPITAL ADDITIONS.

OF FREIGHT EXPENSE FOR DIRECT. NON-STOCK 

OF INTEREST EXPENSE ON LOCOMOTIVES. FLAT



w. ALASKA RAILROAD CORPORATION 
1986 SP 3ING PLAN 

Detail Account analysis

SALARIES, WAGES, AND OTHER PERSONNEL EXPENSES

1986 BUDGET 39,989

1985 ESTIMATE 36.827

VARIANCE 3,157

E X E L M A I  ION. OF.-VARIANCE: %

° WAGE ADJUSTMENT 51,000 32

° CURRENT WORK FORCE FULL YEAR MANNING 875 28

0 ADDITIONAL STAFF * 750 23

° PENSION PLAN CONTRIBUTION 125 9

0 ANTICIPATED HEALTH BENEFIT INCREASE 200 7

° STATE OF ALASKA UNEMPLOYMENT COMPENSATION 200 __ 6

TOTAL I L 1 50 100

* ADDITIONAL STAFFING IS REQUIRED IN LEGAL AND ADMINISTRATION TO SUPPORT ACTIVITIES AND 

PROGRAMS THAT WERE PREVIOUSLY HANDLED IN THE FEDERAL SYSTEM BUT NOT BY THE RAILROAD. 

ADDITIONALLY, OUR ENHANCED MARKETING PROGRAM REQUIRES A LARGER SALES FORCE TO MAINTAIN 

CURRENT REVENUE AS WELL AS OBTAIN NEW BUSINESS.

I



ALASKA RAILROAD CORPORATION 
1986 SPENDING PLAN 

DETAIL ACCOUNT ANALYSIS

CONTRACTUAL SERVICES

1986 BUDGET 5,936

1985 ESTIMATE 4.670

VARIANCE 1,266

_2L

M a r k e t i n g  p l a n

RELOCATION EXPENSES

HOME SALES ASSISTANCE

SALARY ADMINISTRATION PROGRAM

D o n a t i o n

TRAINING BUDGET 

MISCELLANEOUS

T o t a l

$ 500

150 

100 
60 

50 

250 

__150 

ih2Ml

40

12
8
5

5

20
_LQ

IM



ALASKA RAILROAD CORPORATION 
1986 SPENDING PLAN 

DETAIL ACCOUNT ANALYSIS

In s u r a n c e , c a s u a l t y , T a x e s

1985 ESTIMATE 1 J J 1

VARIANCE 1,159

E m  ANA I1M_ .QO.AR1MCE: JL

0 CASUALTY, PROPERTY, BOILER, ETC. S 850 79

0 LOSS & DAMAGE CLAIMS 200 17

° WORKERS COMPENSATION 1QQ _ 9

Total U J . S Q  1QQ



A L A S K A  R A I L ' ' A D  C O R P O R A T I O N
1986 Si ...JDING PL A N
CORPORATE OFFICE 

SUMMARY

SALARIES, WAGES, AND OTHER 
PERSONNEL EXPENSES

CONTRACTUAL SERVICES

MATERIALS & SUPPLIES

RENTALS, UTILITIES

INSURANCE, CASUALTY, TAXES

OTHER

TOTAL

DEBT SERVICE

752

757

16

9

0

1,579 

 Q

LATEST
_ESI1MA1£

i m

672

332
0

-19B5.

1,191 

 Q

-VARIANCE

2 79 

85 

(17) 

2 

0
 511

399 
___Q

GRAND TOTAL JiM

° PERSONNEL COSTS UP DUE TO INCREASED STAFFING IN CHIEF COUNSEL'S OFFICE INCLUDING 
ADDITIONAL SENIOR ATTORNEY, CLERICAL HELP AND PARALEGAL ASSISTANCE.

° CONTRACTUAL SERVICES UP AS A RESULT OF ANTICIPATED INCREASED LITIGATION.



1986 si iDiNG P l a n  
F i n a n c e

SUMMARY

m i
LATEST

1986 .BUDGE! _ESJ1MAI£ _ V A B 1 M C £ _

SALARIES, WAGES, AND OTHER
PERSONNEL EXPENSES 3,959 3,128 326

CONTRACTUAL SERVICES 753 939 (181)

MATERIALS & SUPPLIES 219 908 (199)

RENTALS, UTILITIES 995 751 (256)

INSURANCE, CASUALTY, TAXES 0 0 0

OTHER ____ Z88 ____ 3 M   935

TOTAL 5,715 5,585 130

DEBT SERVICE  915 685

GRAND TOTAL _£,815 i i i   815

° PERSONNEL INCREASE DUE TO FULL MANNING LEVELS FOR 12 MONTHS AS A RESULT OF 
REORGANIZATION, FILLING VACANT POSITION. TAKEOVER OF CONIRACT WORK IN SYSTEMS.

' OTHER REFLECTS CONSOLIDATION OF FREIGHT EXPENDITURES UNDER THE PROCUREMENT AND SUPPLY
D i v i s i o n s .

° DEBT SERVICE IS THE FULL YEAR EFFECT OF OUR 1985 LEVERAGED FINANCING PLUS 1985 PLANNED 
CAPITAL ADDITIONS.



ALASKA RAIL.wAD CORPORATION 
1986 SPENDING PLAN 

ADMINISTRATION 
SUMMARY

________ 1385.
l a t e s t

- E S T I M A T E

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

PERSONNEL EXPENSES 460 385 75

CONTRACTUAL SERVICES 76 26 50

MATERIALS & SUPPLIES 55 86 (31)

RENTALS, UTILITIES 174 243 (69)

INSURANCE, CASUALTY, TAXES 0 0 0

OTHER 0 . .0 ..... 0

TOTAL 765 740 25

DEBT SERVICE 0 0 0

GRAND TOTAL ._ZE5 .ZilQ _ 3 1

Em.ANAHQN_QE_MA JflfU/ARIANCES:

PERSONNEL EXPENSES REFLECTS INCREASE FOR FULL YEAR MANNING LEVELS AND ONE ADDITIONAL 
STAFF PERSON.

CONTRACTUAL SERVICES INCREASE REFLECTS CONSOLIDATION OF OFFICE MACHINE EXPENSES IN 
ADMINISTRATIVE SERVICES DIVISION AND DEVELOPMENT OF RECORDS MANAGEMENT SYSTEM FOR 
CORPORA!ION.



REVENUE

EXPENSE

SURPLUS (DEFICIT) 

DEPRECIATION 

NET INCOME (LOSS)

ALASKA RAILROAD CORPORATION 
1986 OPERATING BUDGET SUMMARY 

(Thousands of Dollars)

1986
BUDGET

1985
^LATEST^ -^AB-IANCE 

DPI 1 ARS %

71,057 69,000 2,057 3

63.J.B6 60.600 ( 2 ^ £ £ )  ill)

7,891 8,900 (509) (6)

1.8QQ 1J10H _ 5 0 Q  38

_LQ.21 _ 7.1.1 OQ iixQoa) (i/i)



ALASKA RAILROAD CORPORATION 
1986 BUDGET HEADCOUNT SUMMARY

SEHMUL-QIR JTlIJiIL_QlR_ FOURTH QTR
DcEARIMENI I M F m i i m I M F I M F i m f I M F I M F

( 1) CORPORATE OFFICE 1 1 6 1 1 8 1 1 1 2 1 1 9

OPERATIONS 510 532 657 711 586 635 999 509

(?) H u m a n  R e s o u r c e s 29 19 29 19 29 18 29 2 1

( \) FINANCE 69 59 69 59 71 63 69 69

(9) M a r k e t i n g  & Sa l e s A l _ ia _FF _LZ _FF _ 2 Z A l _ 2F

To t a l m 639 816 m m 755 M F 639

(I) INCLUDES CHIEF COUNSEL AND STAFF

(?) INCLUDES DIRECTOR, ADMINISTRATION AND STAFF

(<) 1985 DOES NOT INCLUDE 6 CONTRACT COMPUTER OPERATORS WHICH HAS BEEN CONVERTED TO ARRC 
STAFF

(9) DOES NOT INCLUDE SUMMER HOST/HOSTESS PROGRAM OF 95 STUDENTS DURING SUMMER PASSENGER 
SEASON



A L A S K A  R A I L R O  C O R P O R A T I O N
19 8 6  SPENi/iNG P L A NAccount Analysis

SUMMARY

SALARIES, WAGES, AND OTHER 
 E M  SQNJJE1 EXEJLNSI

CORPORA IE OFFICE

OPERATI o NS

FINANCE

MARKETING

HUMAN RtSOURCES

ADMINISI RAT ION

TOTAL

-HOLLARS ... 

751 

32,073 

3,950 

2,060 

1,186

 0611

I IMii

1986.
E L R S M N E l l11

575

69

9321
 a
 121

-1985„.LATEST. E S L L M M J L
RERSQNNEll. 

9

596 

63 

22 

16

 1

1 1 1I E M Z Z

FXPIANA iI ON O F MAJOR VA RIA N C E S :

° CORPORATE OFFICE INCREASE REFLECTS ADDITIONAL LEGAL ASSISTANCE.

° OPERATIONS DECREASE REFLECTS A 3-MONTH SUMMER WORK PROGRAM RATHER THAN A 5-MONTH PROGRAM AND 
TRANSFER OF PASSENGER AGENT POSITIONS TO MARKETING.

° FINANCE INCREASE REFLECTS TAKEOVER OF CONTRACTUAL SERVICES IN SYSTEMS.

0 MARKETING REFLECTS TRANSFER OF PASSENGER AGENTS FROM OPERATIONS DEPARTMENT AND ADDITIONAL SALES 
STAFF.

" Average Quarterly total



ALASKA RAIL,..AD CORPORATION 
1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

 Co n t r a c t u a l  s e r v i c e  s. 19E6 BUDGET
ATEST

.VARIANCE

CORPORATE OFFICE 757 672 85

OPERATIONS 2,625 2,555 70

FINANCE 753 939 (181)

MARKETING 920 933 987

HUMAN RESOURCES 805 50 755

ADMINISTRATION 76 ? 6 50

TOTAL 5,936 9,670 _ L.2M

EXPLANATION OF MAJOR VARIANCES:

CORPORATE OFFICER INCREASE FOR ESTIMATED CORPORATE DONATIONS.

MARKETING INCREASE REFLECTS IMPLEMENTATION OF NEW CORPORATE MARKETING PLAN.

HUMAN RESOURCES REFLECTS 
ADMINISTRATION PROGRAM, AND

REALIGNMENT OF ORGANIZATION, RELOCATION 
INCREASED TRAINING.

EXPENSES, SALARY



^ jgp
ALASKA RAILR^.,0 CORPORATION 

1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

 MA TE RI ALS & SUPPLIES

CORPORATE OFFICE

OPERATIONS

l; INANCE

MARKETING

HUMAN RESOURCES

ADMINISTRATION

TOTAL

ISM -RUDE E l 
16 

9,611 

219 

195 

59

 55.

I S L m

LATEST
-ERL1MATE

33

10,980

908

285

29

 M

1 L JZ 1

-1M5..
-VARIANCE

(17)

(869)

(199)

(190)

25

 Q l )

1 L 2 2 &)

l._X£LANALLQN._OF MAJOR VARIANCES :

DECREASES ARE A RESULT OF REVALUATION OF INVENTORY.



«vM K M 1 L  MU L U I W ' U K /
1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

____________________ m i
l a t e s t

 RENTALS & UTILITIES  1986. BUH££1 ._ES.IJMA.TE J M R 1 A N L E

CORPORATE OFFICE 9 2 2

OPERATIONS 1,991 2,685 (799)

FINANCE 995 751 (256)

MARKETING 190 19 121

HUMAN RESOURCES 9 3 6

ADMINISTRATION 179 293 (69)

TOTAL JLlhl J L Z f ll . (990.)

° DECREASES ARE GENERAL RESULTING FROM SAVINGS FROM NEW ENERGY SYSTEMS. 

° INCREASE IN MARKETING REFLECTS RELOCATION OF OFFICE.



P P P R '  ALASKA RAII.L .iD CORPORATION
1Qf lA C P P u n i u r .  Pi

■JLfLStIRAN££a_CAS.UALLY- fXBENSES

CORPORATE OFFICE

OPERATIONS

FINANCE

MARKETING

HUMAN RESOURCES

ADMINISTRATION

TOTAL

1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

0
2,266

0
5

0
 Q

.ZxZZl

19RS
LATEST

FSTIMATF

0
1,117

0
0
0

 Q

1,117.

-Va r i a n c e

o

1,199

o

5

0
 Q. . . l i l Sfl

EXPLANATIQN .OF MAJOR V A R I AN CE S :

° OPERATIONS IS RESPONSIBLE FOR INSURANCE AND RISK PROGRAMS. INCREASE REFLECTS FULL 
YEAR PREMIUMS AT HIGHER RATES PLUS ADDITIONAL SMALL INCREASE TOWARDS END OF YEAR. 
ADDITIONALLY, REFLECTS ANTICIPATED LOSSES AND CLAIMS DUE TO FREIGHT DAMAGE, ROLLING 
STOCK DAMAGE, ETC.



ALASKA R A I L E D  CORPORATION
1986 SPENDING PLAN 
ACCOUNT ANALYSIS 

SUMMARY

 m s
l a t e s t

---------------QllIEB----------------  1986 DUDGLI _£S11MM£ .VARIANCE

CORPORATE OFFICE 50 0 50

OPERATIONS 0 0 0

I* I NANCE 1,899 779 1,120

MARKETING 1N9 0 1*19

HUMAN RESOURCES 19 0 19

ADMINISTRATION________________________________________ Q  Q _____Q

rOTAL -2JL1Z  m  1,558

° FINANCE INCREASE REFLECTS LARGER DEBT SERVICE AND FREIGHT CHARGES NOW RESPONSIBILITY 
OF PROCUREMENT (DIRECT PURCHASE AND NON-STOCK ITEMS).

0 MARKETING INCREASE REFLECTS RELOCATION TO NEW UPTOWN OFFICE SPACE.

I



ALASKA RAILROAD c o r p o r a t i o n

1987
APPROVES
OPERATING

AND
CAPITAL BUDGET

c a
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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  

1987 O P E R A T I N G  A N D  C A P I T A L  B U D G E T  S U M M A R Y

___________________ ($ O O P ' s )__________________

R E V E N U E  $ 5 6 , 7 6 0

E X P E N S E  5 6 , 4 0 6

M E T  I N C O M E  (L O S S ) F R O M  O P E R A T I O N S  354

.ADD B A C K  N O N - C A S H  ITE M S  4. 620

C A S H  G E N E R A T E D  F R O M  O P E R A T I O N S  4 , 9 7 4

C A P I T A L  B U D G E T  C A S H  R E Q U I R E M E N T S  4 . 5 2 0

C A S H  S U R P L U S / D E F I C I T .  1987 3 5 4

(1)



A L A S K A  R A I L R O A D  C O R P O R A T I O N  
1987 P r o j e c t e d  I n c o m e  S t a t e m e n t  
_________________( 5 O O P ' s )____________

R E V E N U E S

R a i l r o a d
O t h e r

1987
B u d q e t

1986
L a t e s t
E s t i m a t e

V a r i a n c e  
D o l l a r s  P e r c e n t a g e

4 5 , 5 0 0  4 5 , 2 0 0
1 1 , 1 6 0  1 1 , 3 0 0

400 
( 140)

0.9 
( 1.2 )

T O T A L 5 6 , 7 5 0  5 6 , 5 0 0 260 0.4

C O S T  A N D  E X P E N S E S

R a i l r o a d  3 9 , 5 8 0
O t h e r  1 2 , 7 4 6

T O T A L  5 2 , 3 2 6

B a d  D e b t  R e s e r v e  480
D e p r e c i a t i o n  3 , 6 0 0

T O T A L  E X P E N S E  5 6 , 4 0 6

N E T I N C O M E  (LOSS) 3 5 4

4 2 . 5 2 4  (2,944) * 6 . 9 )
1 0 , 9 7 6  1 , 7 7 0  16.1

5 3 . 5 0 0  (1,174) ( 2.1)

500 ( 1 2 0 ) (2 0 .0 )
2 , 4 0 0  . 1 , 2 0 0  50.0

5 6 . 5 0 0  ( 94) ( 0.1)

 0 3 5 4  M / A

D e c e m b e r  13, 1986



I ncome, revenue and Expense statements



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  
R e v e n u e s  B y  C o m m o d i t y  
1987 R e v e n u e  B u d g e t  

_______________(0 0 0 ‘s )______________

C o m m o d i t y
1987
B u d q e t

1986 
L a t e s t  E s t i m a t e

V a r i a n c e  
D o l l a r  °/

P i p e
Coal: L o c a l  

E x p o r t  
P e t r o l e u m  
G r a v e l  
T O F C / C O F C  
I n t e r l i n e  
M i s c e l l a n e o u s

1,000
4 , 8 0 0
5 , 6 0 0

1 0 , 5 0 0
3 . 0 0 0
7 . 0 0 0
7 . 0 0 0
1 . 0 0 0

2, 125 
4 , 5 7 5  
5 , 7 0 0  

10,200
4 . 0 5 0  
6,000
7 . 0 5 0  

700

(1.125) 
225 

( 100) 
300 

(1,050) 
1,000 

( 50)
300

(52.9)
4.9

( 1-3)
2.9

(25.9) 
16.5

( 0.7) 
4 2 . 9

T O T A L  F R E I G H T 3 9 , 9 0 0 4 0 , 4 0 0 ( 500) ( 1 - 2 )

P a s s e n g e r :

N o r t h  B o u n d  3 , 3 0 0
S o u t h  B o u n d  2 , 2 0 0
C h a r t e r s ,  e t c  200

2 , 7 0 0
1,9 0 0200 600

3000
22.2
15.8
0.0

T O T A L  P A S S E N G E R 5 , 7 0 0 4 , 8 0 0 900 18.8

R e a l  E s t a t e  6 , 0 0 0
F r e i g h t  R e l a t e d  662
A l l  O t h e r  4 , 4 9 8

5 , 5 0 0
540

5 , 2 6 0

500 122 
( 762)

9.1
2 2 . 6

(14.5)

T O T A L  O T H E R  1 1 , 1 6 0 1 1 , 3 0 0 ( 140) ( 1 - 2 )

T O T A L  R E V E N U E  5 6 , 7 6 0 5 6 , 5 0 0 260 0 . 4

D e c e m b e r  18, 1986



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  
1987 E x p e n s e  B u d g e t  P e r f o r m a n c e  A n a l y s i s  

____________ L  $ OOP's)_______________

D E P A R T M E N T
1987
B U D G E T

1986
L a t e s t
E s t i m a t e

D o l l a r  
V a r i a n c e  P e r c e n t a a e

R a i l r o a d
T r a n s p o r t a t i o n 1 3 , 9 9 0 1 5 , 2 0 0 ( 1 ,2 1 0 ) ( 8 .0 )

M o t i v e  P o w e r  & 
E q u i p m e n t 1 0 , 8 9 0 1 2 , 5 0 0 (1,610) (12.9)

E n g i n e e r i n g 11,9 9 9 1 2 , 0 5 0 ( 51) ( 0.4)

O p e r a t i o n s  S t a f f 2,7 0 1 2, 774 ( 73) ( 2 .6 )

T O T A L  R A I L R O A D 3 9 , 5 8 0 4 2 , 5 2 4 (2,944) ( 6.5)

G e n e r a l  & A d m i n i s t r a t i v e  
C o r p o r a t e  O f f i c e 525 625 ( ICO) (16.0)

F i n a n c e 4, 599 5 , 1 2 0 ( 521) ( 1 0 .2 )

M a r k e t i n g 2 , 7 0 4 3 , 0 0 0 ( 296) (1 0 .0 )

A d m i n i s t r a t i o n 625 686 ( 61) ( 8.9)

H u m a n  R e s o u r c e s 1,203 1,5 0 0 ( 297) (19.8)

G e n e r a l  C o u n s e l 855 919 ( 64) ( 7.0)

T O T A L  G & A 1 0 , 5 1 1 1 1 , 8 5 0 (1,339) (11.3)

C o r p o r a t e  O v e r h e a d
B a d  D e b t  R e s e r v e 480 600 ( 1 2 0 ) (2 0 .0 )

I n t e r e s t  E x p e n s e 1,9 2 0 726 1, 194 164.5

D e p r e c i a t i o n 3 , 6 0 0 2 , 4 0 0 1 , 2 0 0 50 . 0

M i s c e l l a n e o u s 315 (1,600) 1,9 1 5 N / A

T O T A L  O V E R H E A D 6,3 1 5 2 , 1 2 6 4, 189 197.0

T O T A L 5 6 . 4 0 6 5 6 . 5 0 0 ( 94) ( 0 .1 )

D e c e m b e r  13, 1986



manpower budget



ALASKA RA IL R O A D  CO RPO RA T IO N  
MANNING VARIANCE ANALYSIS 

1904 -  1987

1984 
Average 
Manning

9
4

586 
7 

11 

69 
14

700 

12- 2-86

1985 1986 1987
Average Average Average
Manning Manning Manning

6 4 2
3 7 6

606 564 485
8 8 8

12 19 15
67 64 62
18 30 34

720  696 610

D ivision
President <4 CEO
Ch ie f Counsel
Operations
Adm inistration
Human Resources
Finance
Marketing

TOTAL

(7)



d e p a r t m e n t a l  b u d g e t s



REVENUE

EXPENSE

SURPLUS (DEFICIT)

Dad debt Reserve 
depreciation

NET INCOME (LOSS)

ALASKA RAILROAD CORPORATION 
1987 OPERATING BUDGET SUMMARY (Thousands o f  D o l l a r s )

1987 1986Proposed latest  variancf
— ihihg£.i—  E s u m  a i l  Do l l a r s . %

56.760 56,500 260 0.9

5 2 ^ 2 0  5 1 ^ 0 0  LLulZHl (2.1)

9,939 3,000 1,939 97.8

980 600 (120) (20.0)

-JLfiQfl JUAQQ. 1.200 50.0

 m  _______o  m  m a

:»)
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Al ASKA RAILROAD CORPORATION 
1987 SPI.NOING PLAN 
CORPORA IE 0 1 F1CL 

SUMMARY

1987 1986
PROPOSED
_HUB££I_

l a t e s t

ESIIMAIL -VARIANCE

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

PERSONNEL EXPENSES 269 399 (85)

CONTRACTUAL SERVICES 235 237 ( 2 )

MATERIALS 8, SUPPLIES 11 11 0

R e n t a l s , u t i l i t i e s 0 0 0

In s u r a n c e , c a s u a l t y 0 0 0

o t h e r . . 15 28 - 1 1 1 1

t o t a l 525 625 (100)

DEBT SERVICE 0 0 0

GRAND TOTAL ..525 .... 525 _HQQ).

t XELAMAIlQN-flE-MAJQR-VAR1ANC£S:

fERSONNEL REDUCTION REFLECTS RE-ASS IGNMENT OF SECREIARIAL SUPPORT FROM CEO 
ADMINISTRA1ION.
o t h e r  E x p e n s e s  r e f l e c t  r e d u c e d  f u n d i n g  f o r  c o n t r i d u t i o n s .

(i d



ALASKA RAILROAD CORPORA!ION 
1987 SPENDING PLAN 

OPLRAIIONS 
SUMMARY

198/ 1986
PROPOSED LATEST
JlUMiEjL LSliMIL''

S a l a r i e s , w a g e s , a n d  o t h e r

PERSONNEL EXPENSES 26,582 29,013

CONTRACTUAL SERVICES 2,879 3,117

MATERIALS & SUPPLIES 6,723 6,829

RENTALS. UTILITIES 1,588 1,589

INSURANCE, CASUALTY 1,808 1,986

01 HER _______Q ______ Q

TOTAL 39,580 92,529

DEBT SERVICE _______Q___________________ Q

GRAND TOTAL 92,529

EXELANAIIQN OF MAJOR.VARIANCES:
° PERSONNEL REDUCTION REELECTS REDUCED MANPOWER.
° CASUALTY LOSSES ARE EXPECTED TO BE LOWER IN 1987.
° MATERIAL AND SUPPLIES REELECT A SMALLER SUMMER WORK PROGRAM.

VARIANCE

(2,931)

(238)

(101)
9

(178)

 Q

(2,999) 

 Q

" Expenses adjusted downward To reflect impact of flood d isaster .
(13)



ALASKA RAILROAD CORPORATION 
1987 SPENDING PLAN

F i n a n c e

s u m m a r y

SALARIES, WAGES, AND OTHER 
PERSONNEL EXPENSES

Co n t r a c t u a l  s e r v i c e s  

M a t e r i a l s  & S u p p l i e s  

R e n t a l s , u t i l i t i e s  

In s u r a n c e , c a s u a l t y

o I HER 

TOTAL 

DEBT SERVICE 

GRAND TOTAL

1987
P r o p o s e d

JillDGET..

2,979

980

69C

0
0

 Q

9,599 

 Q

1986
LATEST
ES11MAIE

5,267

1,229

629

0
0

_____ a

5,120

_____ Q

1 J 2 Q

JVAR1ANCE

(288)

(299)

16

0
0

 L51

(521) 

__Q

15211

EXPLANAI ION OF M AJOR VAR T ANCFS :

PERSONNEL COST DECREASE REFLECTS FULL YEAR EFFECT OF ELIMINATION OF 3 PROFESSIONAL 
SfAFF POSITIONS AND ASSOCIATED COSTS.
Co n t r a c t u a l  s e r v i c e s  r e f l e c t s  w i n d  d o w n  o f m s a  a c c o u n t i n g  S y s i e m  i n s t a l l a t i o n  a n d  
R e m o v a l  of H ie b u r r o u g h 's C o m p u t e r .



AIASKA RAILROAD CORPORATION 
J‘)H/ s p l n d i n g  im.a n 

MARKL11NG 
SUMMARY

Sa l a r i e s , w a g e s , a n d  o t h e r  
P e r s o n n e l  E x p e n s e s

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

MATERIALS & SUPPLIES 

RENTALS, UTILITIES 

INSURANCE, CASUALTY 

OTHER 

TOTAL 

DEBT SERVICE 

GRAND TOTAL

1987
PROPOSED
JlUDfiLL.

1,230

1,352

60

62

0
_____ Q

2,709

 Q

ZxZQil

1986
LATEST

ESIIMAIE

1,911

1,929

60

100

0
_Q

3,000 

 Q

u a

VARIANCE

(181)

(77)

0
(38)

0
 Q

(296) 

___ Q

E <£LANAL1QN_QF_MA JQR_VAR1AN£ES.:

° PERSONNEL REDUCTIONS REFLECT VACAN1 SALES POSITION.
° o u t s i d e  S e r v i c e s  c o m p r i s e d  o f c o m m i s s i o n  t i c k e t  s a l e s , W h i t t i e r  b u s  r e n t a l s , 

C o a c h /C a b o o s e  C l e a n i n g , c a t e r i n g ; d e c r e a s e  d u e  To r f d u c i i o n  of a d v e r t i s i n g  c o n t r a c t .
° RENTALS DECREASE IS DUE TO RELOCATION OF TllE MARKEIING STAFF TO 1 HE VACANI OFFICE 

SPACE IN TllE GENERAL OIF ICE BUILDING.

( 1 6 )



ALASKA RAILROAD CORPORATION 
198/ SPENDING PLAN 

ADMINISTRATION 
SUMMARY

198/
PROPOSED
_BUHGEI_

1986
LATEST

E S I I M 1 £

SALARIES. WAGES. AND OTHER 
PERSONNEL EXPENSES 388 36/ 21

CONTRACTUAL SERVICES 209 2/2 (63)

MATERIALS & SUPPLIES 28 9/ (19)

RENTALS. UTILITIES 0 0 0

INSURANCE. CASUALTY 0 0 0

OTHER _______Q 0 .  . . .  0

TOTAL 625 686 (61)

DEBT SERVICE 0 0 0

GRAND TOTAL 625 686 . .(61)

UEUMAIIQN-.QF- M A J Q O A R i A M C I S :

° PERSONNEL COST DECREASE REFLECTS RE-ASSIGNMENT OF SECRETARIAL POSITIONS PROM CEO TO 
/v DM INIS I R A 1 ION AND PERSONNEL CUTS.

° OUISIDE SERVICES DECREASE REFLECTS MOVING RESPONSIBILITY FOR BUDGETING ALL COMPUTER
T y p e  E q u i p m e n t  f r o m  a d m i n i s i r a t i o n  To i n f o r m a i i o n  s y s i e m s .

° MATERIALS AND SUPPLIES REFLECTS A DECREASE DUE TO A ONE TIME ONLY PROJECT COMPlETED IN 
1986.

(1HJ



Salar ie s , Wages , and other Personnel Expenses
Contractual services
Materials & suppl ies
Rentals , u t i l i t i e s
I nsurance, casualty
OfHER 

TOTAL 

DEBT SERVICE 

GRAND TOTAL

ALASKA RAILROAD CORPORATION 
198'/ SPENDING PLANHuman Resources

SUMMARY

1987 1986
PROPOSED LATEST
J M G L L  ESIIMAIH V A R IANCE

905 1,197 (292)

212 220 (8 )

86 133 (97)

0 0 0
0 0 0

 Q  Q  CL
1,203 1,500 (297)

 -0 ______ Q   Q _

li.2 Q i l . m  (297)

LTELANAT-lflfcLQF HAJflR-VAR-LANCES:

' PERSONNEL COST DECREASE REFLECTS ELIMINAIION OF 6 POSITIONS.



AlASKA RAILROAD CORPORA!ION 
198/ SPENDING PLAN 
GtNERAL COUNSEL 

SUMMARY

Sa LARIES, WAGES, AND OTHER 
PERSONNEL EXPENSES

Contractual Services 
Materials & suppl ies  
rentals , u t i l i t i e s  
I nsurance, casualty
OTHER 

TOTAL 

DEBT SERVICE 

GRAND TOTAL

1987Proposed

367

9 8 9

9

0
0

___ Q

855 

___Q

1986
latest

ESIIMAIE

919

501

9

0
0

___Q

919

__D.

_215

J / M I A U C J L

(97)

(17)

0
0
0

 Q _

(69) 

 Q _

 m i

EXELANAT10N_BJlJjAJQB_VARlANCLS.:

• Personnel costs reflects Elimination of general attorney p o s i i i o n .
• CONTRACTUAL SERVICES DECREASE REFLECTS REDUCED OUTSIDE ATTORNEY EXPENSES.

(22)



C a p i t a l  b u d g e t s



ALASKA RAILROAD CORPORATION 
1987 CAPITAL PROGRAM

Thousands of Dollars

(4%)

BY 
DEPARTMENT

6,529

(3 %)
SPENDING

Carryover 548
*iew Projects 5,981

Total 1987 Spending 6,529
12-10-36

(24)



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  
C a p i t a l  B u d g e t  S u m m a r y  

1987

D E B T  S E R V I C E

I N S T I T U T I O N

C h a s e  M a n h a t t a n
L o c o m o t i v e s ,  G P - 4 9  
A r t i c u l a t e d  F l a t s , 30 
C o n s t r u c t i o n  E q u i p m e n t  
L o c o m o t i v e s ,  G P - 3 8 / 3  (6 
L o c o m o t i v e  C r a n e s  (3) 
R D C , 1 9 8 6  (3)

S u b t o t a l

C i t i c o r p
L o c o m o t i v e s , 
C o n s t r u c t i o n  E q u i p  

A r t i c u l a t e d  F l a t s  (15)

S u b t o t a l

A l a s k a  P a c i f i c  B a n k
RDC, 1985 U p g r a d e

S u b t o t a l

M i s c e l l a n e o u s
I B M  ( s m a l l  e q u i p m e n t )  
I B M  ( m a i n f r a m e  )
U S  L e a s i n g  (Wang Equip)

S u b t o t a l

T O T A L  D E B T  S E R V I C E

P R I N C I P L E
I N T E R E S T

482,, 076 . 0 0
235, 530 . 0 0
119, 2 8 4 . 0 0

I 279, 002 .0 0
130, 868 .0 0
53, 348 . 0 0

1,300, 108 . 0 0

214, 278, ,00
126, 427, ,00
340, 705. ,00

183, 182. 00
183, 182. 00

98, 599. 002 2 1 ,727. 00
91, 550. 00

411, 876. 00

2,235, 871. 00

I N T E R E S T

3 5 9 , 0 4 0 . 0 0 9.3
1 9 2 . 0 S 5 . 0 0 10.5
1 2 8 , 3 5 2 . 0 0 7.5
2 2 9 , 9 1 7 . 0 0 8 . 0
1 0 9 , 4 5 5 . 0 0 8 . 0
4 5 , 6 0 9 . 0 0 8 . 0

1 , 0 6 4 , 4 2 8 . 0 0

1 6 1 , 8 2 1 . 0 0 8.3
1 0 2 , 7 3 4 . 0 0 6 . 0 1 1
2 6 4 , 5 5 5 . 0 0

6 1 , 0 0 8 . 0 0 8 . 15

6 1 , 0 0 8 . 0 0

1 1 , 6 6 3 . 0 0
7 1 , 9 3 7 . 0 0
9 , 1 1 5 . 0 0

9 2 , 7 1 5 . 0 0

1 , 4 8 2 , 7 0 6 . 0 0

(26)



( C o n t )
$ T H O U S A N D S _____________

T O T A L  1987
V A L U E  S P E N D I N G

1987 P R O P O S E D  C A P I T A L  P R O G R A M  (CONT)

S e c u r i t y

L i g h t  V e h i c l e s ,  (2) 32 32
F e n c i n g ,  W e s t  A n c h o r a g e  R O W  26 26

T O T A L   58 __ 58

T O T A L  O P E R A T I O N A L  P R O J E C T S  6 . 2 9 1  4.106

P A S S E N G ER S E R V I C E S  U P G R A D E

C o n t a i n e r i z e d  B a g g a g e  72 72
D e n a l i  D e p o t  U p g r a d e  15 15
W h i t t i e r  F l a t c a r s  100 100

T O T A L  P A S S E N G E R  S E R V I C E S  187 1 8 7

T O T A L  O P E R A T I O N  A N D  P A S S E N G E R  S E R V I C E S  6 . 4 7 8  4.293

D e c e m b e r  18, 1986

(28)



OPERATIONS DEPARTMENT CAPITAL PROPOSAL



PROPOSED 1987 BASELINE CAPITAL BUDGET 
SUPPLEMENTAL PROJECT INFORMATION SHEET 

($0 0 0 )

A. PROJECT TITLE:

B. LOCATION:

C. ESTIMATED COST:

D. ACCURACY OF COST ESTIMATE:

E. STATUS OF ENGINEERING DESIGN 
& COST ESTIMATE:

F. PROJECT DESCRIPTION:

G. PROJECT JUSTIFICATION:

LIGHT VEHICLE REPLACEMENT PROGRAM

OPERATIONS DIVISION

$278

CLASS 111 (+ OR - 15%)

N/A

PURCHASE 16 LIGHT VEHICLES

The present vehicles scheduled for replacement have body and rust 
damage, high mileage, and experience high maintenance costs. The 
vehicles' average age is eight years and mileage over 80,000. These 
vehicles have met or exceeded their forecasted economic life of five 
years or 70,000 miles.

Older vehicles with high mileage are difficult to maintain to ensure 
reliable operating status. An annual replacement program will result 
in lower vehicle maintenace cost, increase availability resulting in 
increased productivity, and a higher qxiality vehicle fleet.

(29)



P R O P O S E D  1987 B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 0 0 0 )

A. P R O J E C T  T I TLE: UPGRADE ANCHORAGE TOFC 
YARD

B. LOCATION: SHIP CREEK

C. ESTIMATED COST: $65 ’

D. ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

F. PROJECT DESCRIPTION:

Resurface the existing TOFC Yard. The project will consist of fill, 
grading, compaction, and surfacing with D-l or equivalent.

G. PROJECT JUSTIFICATION:

The current TOFC Yard has not received any major improvements since 
1984. Over the last three years of constant use and exposure to 
weather conditions, the yard has deteriorated to an uneven, wash­
board surface resulting in slower operations and potential safety 
hazards. In August, two employees claimed on-the-job back injuries 
from operating yard hostlers over this rough terrain for extended 
periods of time.

(11)



PROPOSED 198? BASELINE CAPITAL BUDGET 
SUPPLEMENTAL PROJECT INFORMATION SHEET 

($ O O u )

A. PROJECT TITLE:

B. LOCATION:

C. ESTIMATED COST:

D. ACCURACY OF COST ESTIMATE:

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE:

F. PROJECT DESCRIPTION:

HEAD END POWER PLANT

ANCHORAGE

$75

CLASS 11 (+ OR - 10%) 

COMPLETE

Purchase and install a 315 KW head end power plant in locomotive 3110. 
This project was initiated in fourth quarter 1986 with $28 forecasted 
as a work in process carryover. The estimated 1987 expenditures is 
$75.

G. PROJECT JUSTIFICATION:

The modification of locomotive 3010 with a head end power unit provides 
the most utility to railroad operations. This modified locomotive will 
be used in passenger service and winter freight service. The winter 
utilization will consist of keep from freezing freight service.



P R O P O S E D  19 8 7  B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 0 0 0 )

A. P R O J E C T  TITLE: MATERIAL HANDLING 
EQUIPMENT

B. LOCATION: ANCHORAGE

C. ESTIMATED COST: $20
D. ACCURACY OF COST ESTIMATE: CLASS III (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

F. PROJECT DESCRIPTION:

Purchase and install miscellaneous shop equipment

G. PROJECT JUSTIFICATION:

This investment pool represents an equipment replacement program 
established to update our shop equipment. The shop equipment will 
be replaced with new more efficient equipment when the old equipment 
breaks down beyond economic repair.

(15)
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PROPOSED 1987 BASL „NE CAPITAL BUDGET 
SUPPLEMENTAL PROJECT INFORMATION SHEET 

($000)

A. PROJECT TITLE; OVERHEAD CRANE 
IMPROVEMENTS

ANCHORAGE

$50

CLASS 11 (+ OR - 10%)

B. LOCATION:

C. ESTIMATED COST:

D. ACCURACY OF COST ESTIMATE:

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

F. PROJECT DESCRIPTION:

Purchase and install new power supply for the General Repair Shop 
DC cranes.

G. PROJECT JUSTIFICATION:

The proposed new power supply will enable the crane to be operated 
from floor level controls versus from a cab on the crane. The new 
floor level controls will reduce labor requirements and improve shop 
safety. Additionally, noise levels will be reduced and improving 
the working conditions.



P R O P O S E D  1987 B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 0 0 0 )

PROJECT TITLE: RAIL PROGRAM

LOCATION: SYSTEM WIDE

ESTIMATED COST: $319

ACCURACY OF COST ESTIMATE: CLASS III (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE 

PROJECT DESCRIPTION:

Install 14,400 feet of alloy rail.

PROJECT JUSTIFICATION:

This is an annual major maintenance program designed to replace 
rail that has exceeded its useful life for mainline operations. The 
used rail will be cascaded to sidings and or yard tracks where re­
required. The replacement rail will come from existing inventories 
and will not reguire a capital outlay.



P R O P O S E D  1987 B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 000)

A. PROJECT TITLE: BALLAST PROGRAM

B. LOCATION: SYSTEM WIDE

C. ESTIMATED COST: $658

D. ACCURACY OF COST ESTIMATE: CLASS III (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE COMPLETE

F. PROJECT DESCRIPTION:

Replace 60,000 cubic yards of ballast and resurface 300 miles of 
track.

G. PROJECT JUSTIFICATION:

This is an annual major maintenace program designed to replace 
ballast that has exceeded its useful life. The replacement ballast 
will come from existing inventories and will not require a capital 
outlay.

<41)



P R O P O S E D  1987 B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 0 0 0 )

A P R O J E C T  TITLE: BRIDGE PROGRAM

B. LOCATION: SYSTEM WIDE

C. ESTIMATED COST: $575

D. ACCURACY OF COST ESTIMATE: CLASS III (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

F. PROJECT DESCRIPTION:

This is an annual program of major maintenance on steel bridges, 
timber trestles, and culverts. Deteriorated ties, piling, bridge 
timbers, and culverts are replaced on a programmed basis.

G. PROJECT JUSTIFICATION:

Timber bridge components have an average service life of 30 years.
Major rehabilitation work in the 1952 - 1956 period resulted in a 
significant amount of 30+ year old timber in service. This program 
is required to replace these bridge members to reduce the risk of 
failure. Culvert replacements are required to maintain drainage and 
keep roadbed maintenance costs from increasing. Renewed bridges also 
reduces the cost of track maintenace at the bridge ends. The replace­
ment and/or upgrade of the substructure of the bridges is required to 
ensure the load carrying capabilities of the bridge and maintain a safe 
operating railroad.

The material cost is estimated at $200 with the majority of the 
materials coming from existing inventory.

(43)



P R O P O S E D  1987 B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 0 0 0 )

A P R O J E C T  TITLE: RAIL TIE FASTNERS

B. LOCATION: SYSTEM WIDE

C. ESTIMATED COST: $100
D. ACCURACY OF COST ESTIMATE: CLASS III (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE’

F. PROJECT DESCRIPTION:

Install 150 gage plates and 300 Pandrol tie plates on curves of 6 
degrees or greater. This is a carryover project approved in the 
lr86 Capital Budget.

G. PROJECT JUSTIFICATION:

These devices prevent spreading track gage. Spreading of gage on sharp 
curves as well as rail rotation under severe lateral loading as a  very 
serious concern for the Railroad. Constant regaging on wooden ties 
reduces tie service life by an estimated 15%.

The gage plates and Pandrol tie plates are in our current inventory 
minimizing any capital outlay for materials.



PROPOSED 1987 BASE. CAPITAL BUDGET 
SUPPLEMENTAL PROJECT INFORMATION SHEET 

($0 0 0 )

A PROJECT TITLE:

B. LOCATION:

C. ESTIMATED COST:

D. ACCURACY OF COST ESTIMATE;

FIBER OPTIC CABLE TERMINALS 

ANCHORAGE,PORTAGE, & WHITTIER 

$112
CLASS III (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

F. PROJECT DESCRIPTION:

Install digital fiber optical terminals to replace open wire pole 
line and marine cable system between Portage and Whittier. This is 
a carryover project approved in the 1986 Capital Budget.

G. PROJECT JUSTIFICATION:

The pole line cable system to Whittier was built in 1940 and is in 
need of major overhaul and replacement. The system received major 
damage during the 1964 earthguate and four sections have been re­
placed with temporary cable. In the last six years most of the lead 
splices have badly corroded and are close to failure. A replacement 
system will cost $325,000, but an agreement between Anchorage Tele­
phone Utility and the Railroad has enabled us to utilize the fiber 
optic system between Anchorcre and Whittier. This agreement will 
eliminate the need for replacement of the pole line. Purchasing 
the fiber optic terminals and connecting them to ATU's fiber optic 
system will give us full data and telephone service to the Whittier 
Terminal.

(47)



P R O P O S E D  1987 B A S E L I N E  C A P I T A L  B U D G E T
S U P P L E M E N T A L  P R O J E C T  I N F O R M A T I O N  S H E E T

( $ 0 0 0 )

A. PROJECT TITLE: WHITTIER ELECTRIC

B. LOCATION: WHITTIER TERMINAL

C. ESTIMATED COST $200
D. ACCURACY OF COST ESTIMATE: CLASS III (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE: REVIEW STATUS

F. PROJECT DESCRIPTION:

Replacement of existing high voltage distribution system in the 
Whittier Yard.

G. PROJECT JUSTIFICATION:

The railroad has incurred a PCB contamination problem in the Whittier 
electrical distribution system. The current system is a non-standard 
distribution network which is contaminated with PCB's. A replacement 
system is necessary to eliminate future PCB problems and to minimize 
clean up costs of the current contaminated system.



PASSENGER SERVICES CAPITAL PROPOSAL



PROPOSED 1907 BASF.LINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)

A. PROJECT TITLE
B. LOCATION
C. ESTIMATED COST

Containerized Baggage 
Anchorage
40 Containers (a) $800 each 
Fairbanks Fo rk li f ts  
Anchorage F o rk l i f t  
Denali F o rk l i f t

Tota l Cost

$32,000
Already Owned 20,000 20.000

$72,000
D . A CCURACY  OF COST ESTIMATE Class 3
E. PROJECT DESCRIPTION

Purchase containers and fo rk l i f t s  to handle the baggage on the Anchorage via Denali to Fairbanks Express. The 
containerlzation w ill reduce the manual handling o f the baggage.

F . PROJECT JUSTIFICATION
The ARRC  needs to come into the modern ages with baggage handling. The containerized system will reduce sta ffing 
lit Fairbanks and Anchorage and save layover time at Denali Park .

Y ea r Y ea r Yea r Yea r Yea r Yea r
Cash F low 0 1 2 3 4 5
Equipment
Anc/Fbx Labor Savings

(72)
24 24 24 24 24

F o rk l i f t  Maintenance (2 ) (4 ) ( Q (8) (10)
Less 12 Hour Dead Head Trains 2 2 2 2 2

(72) 24 22 20 10 16
L i fe  Expectancy probably 7 years, use 5 to be conservative.
INTERNAL RATE OF RETURN  13.03%



PROPOSED 1907 BASELINE CAPITAL BUDGET 
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)

A. PROJECT TITLE
B. LOCATION
C. ESTIMATED COST

Whittie r Shuttle F la t  Cars 
Anchorage
5 (a) $20 ,000 each = $100 ,000
This pro jec t w ill be funded with State o f  Alaska Shuttle Funds.

D. A CCURA CY  OF COST ESTIMATE Class 3
E. PROJECT DESCRIPTION

The cost o f  maintaining the current ra i l  passenger cars us^d on the Whittier Shuttle was excessive so this equipment has 
been disposed o f . In reviewing the a lternatives, it appears that buses on f la t  cars may be the most cost e f fe c t ive . This 
requires the purchase o f f la tca rs to p lace the buses on. The current f la tca rs  are f i l led  to capacity on numerous 
occasions so putting the buses on these would reduce vehic le capacity too much.

F . PROJECT ALTERNATIVES FOR  WHITTIER PASSENGER EQUIPMENT
1. R en ta l Buses on F la tca rs .
2. Purchased Buses on F la tcars .
3. Lease o f  R a i l  Passenger Equipment.

The cost o f  these three a lte rnatives will be analyzed extensive ly prio r to the actual purchase decision.

(51)
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