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IN THE HOUSE BY THE TRANSPORTATION COMMITTEE

CS FOR HOUSE BILL NO. 435 (Transportation)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the annual report of the Alaska

Railroad Corporation? and providing for an effective 

date."

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

* Section 1. AS 42.40.260(b) is amended to read:

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

of potential sale arrangements whereby the corporation may be trans­

ferred into private ownership. (THE ANALYSIS SHALL INCLUDE DOCUMENTA­

TION OF AT LEAST THREE OFFERS TO SELL THE CORPORATION INITIATED BY THE 

CORPORATION DURING THE LAST FIVE YEARS.]

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

O r i g i n a l  s p o n s o r :  C a t o

- 1 - C S H B  4 8 5 ( T r s p )
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A l a s k a  R a i l r o a d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
(late."
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T H E  A L A S K A  R A I L R O A D  C O R P O R A T I O N

T h e  d e c i s i o n  t o  p u r c h a s e  t h e  A l a s k a  R a i l r o a d
f r o m  t h e  f e d e r a l  g o v e r n m e n t  w a s  m a d e  in  1984
h o w e v e r ,  d i s c u s s i o n s  o n  t h i s  s u b j e c t  t o o k
p l a c e  f r o m  1 9 8 0  onward. N u m e r o u s  b i l l s  a n d  r e s o l u t i o n s
w e r e  i n t r o d u c e d  r e g a r d i n g  t h e  r a i l r o a d  p u r c h a s e .

S C S  C S H B  512 (fin) w a s  s i g n e d  i n t o  l a w  b y  t h e  
G o v e r n o r  J u l y  5, 1984. T h i s  a c t  e s t a b l i s h e d  t h e  
A l a s k a  R a i l r o a d  C o r p o r a t i o n  t o  m a n a g e  a n d  o p e r a t e  
t h e  A l a s k a  R a i l r o a d  a n d  p r o v i d e d  f o r  a n  e f f e c t i v e  
d a t e  o f  J u l y  6, 1984.

J a n u a r y  5, 1985, t h e  A l a s k a  R a i l r o a d  w a s  t r a n s f e r e d  
f r o m  f e d e r a l  t o  s t a t e  o w n e r s h i p .

P u r c h a s e  p r i c e  $ 2 2.3 m i l l i o n .  T h i s  p r i c e  d i d  n o t  
i n c l u d e  a n y  r e c e i v a b l e s  o r  cash, t h e r e f o r e  t h e  
l e g i s l a t u r e  a p p r o p r i a t e d  a n  a d d i t i o n a l  $ 1 0 . 9  m i l l i o n  
($4.9 m i l l i o n  f o r  o p e r a t i n g  a n d  $6 m i l l i o n  f o r  c a p i t a l )

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

Th-' f i r s t  y e a r  o f  o p e r a t i o n s ,  t h e  A R R C  p o s t e d  a 
p r o f i t  o f  $ 7 , 1 3 3  m i l l i o n .  In 1986, r a i l r o a d  r e v e n u e s  
d e c l i n e d .  This, c o u p l e d  w i t h  s e v e r a l  u n e x p e c t e d  
c a t a s t r o p h i e s  c a u s e d  t h e  A R R C  t o  r e c o r d  a $ 9 8 5 , 0 0 0  
loss. W i t h  1987 y e a r  e n d  r e c e n t l y  c o m p l e t e d ,  t h e  A R R C  
h a s  r e c o r d e d  a $ 3 , 0 1 7  m i l l i o n  p r o f i t  f o r  t h e  year.

A c t u a l  r e v e n u e s  f o r  1987 s t i l l  s h o w  a s i g n i f i c a n t  
r e d u c t i o n  1 9 8 5  - $ 6 7 , 2 3 4  (million)

19 8 6  - $ 5 8 , 1 3 3
1987 $ 5 3 , 7 0 3

H o w e v e r ,  a c t u a l  e x p e n s e s  h a v e  b e e n  r e d u c e d  s i g n i f i c a n t l y
1 9 8 5  - $ 5 8 , 0 8 5
1 9 8 6  - $ 5 6 , 0 6 8
1987 - $ 4 5 , 6 0 4



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

D e c r e a s e  % 1987 v s  19 8 5  I n c r e a s e  % 19 8 7  v s  1987 
P i p e  - 7 7 . 9 %  P a s s e n g e r  + 2 5 . 1 %
G r a v e l  - 6 5 . 0 %  R e a l  E s t a t e  + 2 0 . 5 %
I n t e r l i n e  - 4 1 . 6 %  C o a l  + 1 9 . 1 %

O v e r  t h e  p a s t  3 y e a r s  o f  s t a t e  o w n e r s h i p  t h e  A R R C  
h a s  t o  u p g r a d e D  s e r v i c e s .  I n  19 8 5  t h e  A R R C  
s p e n t  $ 1 2 . 5  m i l l i o n  o n  c a p i t a l  i m p r o v e m e n t s  a n d  
u p g r a d e s .  In  19 8 6  $9.2 m i l l i o n  w a s  s p e n t  a n d  
in 19 8 7  $6.3 m i l l i o n  in c a p i t a l  e x p e n d i t u r e s  w a s  
i n c u r r e d .  T h e s e  u p g r a d e s  h a v e  i n c l u d e d  n e w  
l o c o m o t i v e s ,  n e w  i n t e r m o d a l  cars, n e w  b u l l e t p r o o f  
p a s s e n g e r  s e r v i c e  cars, a d d i t i o n a l  b u d  cars, 
as w e l l  as  m a n y  m a n y  c a p i t a l  d o l l a r s  b e i n g  s p e n t  t o  
u p g r a d e  t h e  e x i s t  t r a c k  a n d  r a i l  bed.

T h e  C o r p o r a t i o n  h a s  a l s o  c a p i t a l i z e d  on  l a n d  l e a s i n g  
T o t a l  l a n d  h o l d i n g  o f  t h e  A l a s k a  R a i l r o a d  is 3 9 , 2 9 2  
acres. O f  t h i s  1 3 , 7 5 9  a c r e s  is u s e d  f o r  r i g h t  o f  w a y  
and, 8 , 1 2 4  is u s e d  f o r  o p e r a t i n g .  T h e  A R R C  c u r r e n t l y  
l e a s e s  2 , 0 7 7  a c r e s  of l a n d  t h r o u g h o u t  t h e  s t a t e  f o r  a 
t o t a l  i n c o m e  o f  $ 5 , 2 0 6  m i l l i o n .  T h i s  is a 2 0 . 5 %  i n c r e a s e  
o v e r  1985.

T h e  A l a s k a  R a i l r o a d  t r a n s f e r  a c t  p r o v i d e d  s p e c i f i c  
l a n g u a g e  r e g a r d i n g  t h e  d i r e c t i o n  f o r  t h e  s t a t e  
o w n e d  r a i l r o a d  t o  follow.
sec. 3 C h a p t e r  153 S L A  84 (SCS C S H B  512 Fin)
Sec. 4 2 . 4 0 . 2 6 0  s t a tes. E v e i y  5 y e a r s  t h e  a n n u a l  
f r o m  t h e  A R R C  t o  t h e  G o v e r n o r  a n d  l e g i s l a t u r e  s h a l l  
i n c l u d e  p o t e n t i a l  s a l e  a r r a n g e m e n t s  w h e r e b y  t h e  
c o r p o r a t i o n  m a y  b e  t r a n s f e r e d  t o  p r i v a t e  o w n e r s h i p .  
T h e  a n a l y s i s  s h a l l  i n c l u d e  d o c u m e n t a t i o n  o f  a t  l e a s t  
t h r e e  o f f e r s  t o  s e l l  t h e  c o r p o r a t i o n  i n i t i a t e d  b y  
t h e  c o r p o r a t i o n .  T h i s  r e p o r t  w o u l d  b e  b e  r e q u i r e d  
in t h e  A R R C  a n n u a l  r e p o r t  y e a r  e n d  19 8 9  a n d  w o u l d  
b e  p r e s e n t e d  t o  t h e  l e g i s l a t u r e  in J a n u a r y  1990.

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

January 16, 1987

MEMORANDUM

TO: Representative  Bette  Cato

ATTN: Wendy Chamberlain

FROM: Penelope W e y h ra u c h ^
L e g is la t iv e  A n a lys il j \

RE: Exemptions to  and Sale P rov is ion  o f  the  Alaska R a ilroad  Act
Research Request 87.057

You asked fo r  a d iscuss ion  o f  the Alaska R a ilroad  Act exemptions and what 
e f fe c t  repea ling  the exemptions might have on the Alaska R a ilroad Corpora­
t io n .  You a lso asked fo r  a d iscuss ion  o f  the requirement r e la t in g  to
o f fe r in g  the r a i l r o a d  f o r  sa le ,  and whether o r  not the Alaska Railroad 
Corporation is  complying w ith  t h i s  requirem ent.

Alaska R a ilroad  Act Exemptions

I contacted the Alaska R a ilroad  C orporation (ARRC) and asked them to 
discuss how the c o rp o ra t io n  would be a f fe c te d  by rep e a lin g  the exemptions 
l i s te d  in AS 42 .40 .920 . I asked Tad Lewis. General Counsel f o r  the ARRC, 
what s p e c i f ic  e f fe c t  on the c o rp o ra t io n 's  revenue and opera tions  the repeal 
o f  each o f  the s ta tu to ry  exemptions would have. Mr. Lewis' l e t t e r  o f 
response is  a ttached. You w i l l  note th a t  the response is  very genera l.

O f fe r in g  the Alaska R a ilroad  f o r  Sale

A la s k a  S t a t u t e s  4 2 . 4 0 . 2 6 0 ( b )  s ta te s  t h a t  "E ve ry  f i v e  y e a rs  the 
[ c o r p o r a t io n 's ]  annual re p o r t  sha ll  inc lude  an a na lys is  o f  p o te n t ia l  sale 
arrangements whereby the co rp o ra t io n  may be t ra n s fe r re d  in to  p r iv a te  owner­
sh ip . The a na lys is  s h a l l  inc lude  documentation o f  a t le a s t  th ree  o f fe rs  to 
s e l l  the co rp o ra tio n  i n i t i a t e d  by the co rp o ra t io n  du r ing  the la s t  f iv e 
y e a r s . "

According to  Jack McGee, A s s is ta n t  Alaska A tto rney  General, AS 42 .40 .260(b ) 
provides a l l  the g u id e l in e s  a v a i la b le  fo r  ARRC to fo l lo w  to  meet the o f fe r - 
t o - s e l l  requ irem ent. Mr. McGee said th a t the f i r s t  f iv e -y e a r  period began
on January 5, 1985, at the time ownership fo r  the r a i l r o a d  passed from the
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federa l government to  the S ta te . The ARRC is  requ ired  to  o f fe r  the r a i l ­
road fo r  sa le  th ree  times before January 5, 1990.

Mr. McGee said th a t  he in te rp re ts  the s ta tu to ry  o f f e r - t o - s e l l  requirement 
to  mean th a t  the ARRC must a c t iv e ly  s o l i c i t  o f fe r s  and not j u s t  advertise 
th a t  the r a i l r o a d  is  f o r  sa le . Mr. McGee said th a t  i f  the co rpora tion  does 
not comply w ith  the s ta tu to ry  requ irem ent, the le g is la tu r e  would probably 
take a c t io n ,  the s e v e r i ty  o f  which would depend on how s tro n g ly  they
believed th a t  the ra i l ro a d  should be t ra n s fe r re d  to  p r iv a te  ownership.

I asked Mr. Lewis i f  the ARRC has taken any steps to  begin complying w ith 
the s ta tu te .  He said th a t  a t the la s t  co rp o ra tio n  board meeting, the board 
asked the ARRC's legal counsel to  begin look ing  a t  d i f f e r e n t  ways the c o r ­
p o ra t io n  could approach complying w ith  the requirem ent. Mr. Lewis men­
t ioned  th a t  the board discussed the form in  which o f fe rs  should be con­
ducted and how a sale w i l l  be most advantageous to  the S ta te . Mr. Lewis 
said th a t  an o f fe r in g  to  s e l l  w i l l  probably be in  the form o f  a s o l i c i t a ­
t io n  o f  proposals to  buy the r a i l r o a d .

Mr. Lewis referenced federa l r e s t r a in t s  ( in c lud e d  in  the Alaska Railroad 
T ra n s fe r  A c t)  in  regard to  s e l l in g  the r a i l r o a d .  He said th a t  one
r e s t r a in t  is  th a t  i f  the ra i l r o a d  were so ld  w i th in  f iv e  years o f  the
t r a n s fe r  o f  the ra i l ro a d  to  S ta te  ownership, any p r o f i t  from the sale 
re v e r ts  to  the federa l government. This r e s t r a in t  was included in  the act 
because the federa l government wanted the  S ta te  to  operate the ra i l r o a d  fo r 
a t  le a s t  f i v e  years. Mr. Lewis said th a t  t h is  r e s t r a in t  makes i t  more bene­
f i c i a l  fo r  the S tate  to  re ta in  the ra i l r o a d  u n t i l  a f t e r  1990.

* * *  *

I have attached the Alaska R a ilroad  Corporation  Act (AS 42 .40 .010-980) fo r 
your in fo rm a t io n .  I f  you would l i k e  the ARRC to  prov ide  more s p e c i f ic 
in fo rm a tion  on each o f  the exemptions, please l e t  me know and I w i l l  w r i te 
a second l e t t e r  to  the c o rp o ra t io n .

PW

Attachments
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LEGISLATIVE AFFAIRS AGENCY
M E M O R A N D U M  February 2, 1988

SUBJECT: Solicitation of offers to purchase
the Alaska Railroad (W.O. 5-1769)

TO: Representative Bette Cato
Chairperson
House Transportation Committee

FROM: George Utermohle
Legislative Counsel

Enclosed is the draft bill relating to solicitation of 
offers to purchase the Alaska Railroad requested by Wendy 
Chamberlain of your staff.

The bill establishes a schedule for the Governor to solicit 
offers for the purchase of the Alaska Railroad and then to 
report back to the legislature on the results of the 
solicitation. The bill achieves its purpose by imposing the 
duty upon the Governor under his authority under 
AS 42.40.940, rather than upon the Board of Directors of the 
Alaska Railroad under the provisions of AS 42.40.260(b).

The contents of the solicitation is left to the discretion 
of the Governor. The bill takes this approach rather than 
list all the things that must be included in the 
solicitation, because it would be difficult to anticipate 
all of the kinds of information that a prospective buyer may 
need in order to make a' decision whether to pursue the issue 
further. Also a detailed listing of the contents of a 
solicitation for offers would require the assistance of ex­
perts familiar with privatization of government enterprises, 
and the sale of large corporations. In the absence of such 
expertise, the bill relies on the Governor to develop a 
meaningful solicitation for offers and gives the Governor 
ample time in which to develop and release the solicitation.

If I can provide further assistance, please advise.

Enclosure 
GU :bb 
wkb2/027
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Chapter 40. Alaska Railroad Corporation.

A rtic le
1. E stablishm ent and Organization (§§ 42.40.010 — 42.40.060)
2. M anagem ent (§§ 42.40.100 — 42.40.120)
3. A dm inistrative Provisions (§§ 42.40.150 — 42.40.230)
4. Powers and D uties (§§ 42.40.250 — 42.40.310)
5. Corporation Property (§§ 42.40.350 —  42.40.450)
6. F inancial Provisions (§§ 42.40.500 — 42.40.540)
7. Bonds (§§ 42.40.600 — 42.40.700)
8. Personnel and Labor Relations (§§ 42.40.705 — 42.40.890)
9. General Provisions (§§ 42.40.900 — 42.40.990)

C ro ss re fe r en ce s . — For legislative L e g is la tiv e  h is to ry  rep o r ts . —  For 
findings and purpose in  enacting th is leg isla tive letter o f intent relating to ch.
chapter, see § 1, ch. 153, SLA 1984 in the 153, SLA 1984 (SCS CSHB 512 (Fin) am
Temporary and Special Acts; for special S), see 1984 Senate Journal, p. 3221.
reports required, see § 3, ch. 153, SLA  
1984 in the Temporary and Special Acts.

S e c t io n  S e c tio n
10. E stablishm ent of the corporation 40. Vacancies
20. Board of directors 50. Compensation and expenses
30. Term of office 60. Board officers

Sec. 42.40.010. Establishment of the corporation. There is es­
tablished the Alaska Railroad Corporation. The corporation is a public 
corporation and is an instrumentality of the state within the Depart­
ment of Commerce and Economic Development. The corporation has a 
legal existence independent of and separate from the state. The con­
tinued operation of the Alaska Railroad by the corporation as provided 
in this chapter is considered an essential government function of the 
state. (§ 2 ch 153 SLA 1984)

Sec. 42.40.020. Board of directors, (a) The powers of the corpo­
ration are vested in the board of directors. The board consists of the 
commissioner of commerce and economic development, the commis­
sioner of transportation and public facilities, and five members ap­
pointed by the governor. The five appointed members must be regis­
tered voters in the state except as provided in (1) and (2) of this sub­
section. Except for the commissioners and the member appointed un­
der (5) of this section, a member may not be a state officer or em­
ployee. Appointed members shall have the following qualifications: 
(1) one member of the board shall be a person who has at least 10 

years of experience in railroad management; a person who is not a 
resident of the state may be appointed under this paragraph;

Article 1. Establishment and Organization.



(2) one member of the board shall be or have been an executive 
official of a United States railroad and shall be selected in accordance 
with any requirements imposed under 49 U.S.C. (Interstate Com­
merce Act); a person who is not a resident of the state may be ap­
pointed under this paragraph;
(3) at least one member shall be from each judicial district directly 

served by the Alaska Railroad;
(4) one member shall have at least five years experience as an 

owner or manager of a business in the state;
(5) one member shall be an employee who is a member of a bargain­

ing unit representing employees of the corporation.
(b) Except for the commissioners, the members of the board shall be 

confirmed by a majority of the members of the legislature in joint 
session. A member appointed by the governor has the full powers and 
responsibilities of a confirmed board member until the member is 
rejected by the legislature or the legislature adjourns without con­
firming the member. (§ 2 ch 153 SLA 1984)

C ro ss r e fe r en ce s . — For term s of ini- SLA 1984 in the Temporary and Special 
tia l members of board, see § 4, ch. 153, Acts.

Sec. 42.40.030. Term of office. Except for the commissioner of 
commerce and economic development and the commissioner of trans­
portation and public facilities, members of the board serve for stag­
gered terms of five years each at the pleasure of the governor. (§ 2 ch 
153 SLA 1984)

Sec. 42.40.040. Vacancies, (a) Except for the commissioner of 
commerce and economic development and the commissioner of trans­
portation and public facilities, a vacancy on the board is filled by 
appointment by the governor, and the appointment must be confirmed 
by the members of the legislature in joint session. A member ap­
pointed to fill a vacancy holds office for the balance of the term for 
which the member’s predecessor was appointed.
(b) A vacancy on the board does not impair the authority of a quo­

rum of members to exercise the powers and perform the duties of the 
board.
(c) A member of the board whose term has expired shall serve until 

a successor has been appointed. (§ 2 ch 153 SLA 3984)

Sec. 42.40.050. Compensation and expenses, (a) An appointed 
member of the board is entitled to compensation at a rate of $400 for 
each day the member is engaged in the actual performance of duties 
as a member of the board. The board may provide by rule for compen­
sation for partial days during which an appointed member is engaged 
in actual performance of duties as a member of the board.

§ 42.40.030 P u b l i c  U t i l i t i e s  a n d  C a r r i e r s  § 42.40.050
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(b) In addition to compensation under (a) of this section, an ap- 
Fpointed member of the board is entitled to per diem and travel ex­
penses authorized by law for state boards and commissions. (§ 2 ch 
153 SLA 1984)

Sec. 42.40.060. Board officers, (a) The board shall elect from its 
membership a chairman and vice-chairman and prescribe their duties 
by rule.
(b) The board shall appoint a secretary and prescribe the duties of 

the secretary. (§ 2 ch 153 SLA 1984)

Article 2. Management.

S e c tio n  S e c tio n
100. M anagem ent by the board 120. D elegation
110. Executive officers

Sec. 42.40.100. Management by the board. The board is respon­
sible for the management of the corporation but shall delegate certain 
powers and duties to the chief executive officer in accordance with AS 
42.40.120. In managing the corporation the board shall
(1) be responsible for the management of the financial and legal 

£  obligations of the Alaska Railroad;
(2) operate the Alaska Railroad as a common carrier subject to the 

jurisdiction of the United States Interstate Commerce Commission 
consistent with 45 U.S.C. 1207;
(3) generally manage the corporation on a self-sustaining basis;
(4) apply to the legislature for an appropriation with the concur­

rence of the governor to be used to provide a particular service that is 
not otherwise self-sustaining if a subsidy is required to maintain that 
service;
(5) provide for safe, efficient, and economical transportation to meet 

the overall needs of the state;
(6) raise needed capital by issuing bonds of the corporation upon 

approval by the legislature while ensuring that borrowing by the cor­
poration does not directly or indirectly endanger the state’s own bor­
rowing capacity;
(7) review all state and other land disposal proposals to aid in plan­

ning for future development or expansion of transportation services;
(8) ensure that the procurement procedures of the corporation meet 

accepted railroad industry standards;
(9) ensure that the accounting procedures of the corporation meet 

generally accepted accounting principles consistent with industry
^  standards for comparable railroads. (§ 2 ch 153 SLA 1984)
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Sec. 42.40.110. Executive officers, (a) The board shall appoint 
the chief executive officer of the corporation who serves at the plea­
sure of the board. The board shall fix compensation for the chief execu­
tive officer.
(b) The chief executive officer of the corporation shall appoint and 

fix the compensation for other executive officers. The compensation 
for an executive officer appointed under this subsection is subject to 
board approval. (§ 2 ch 153 SLA 1984)

Sec. 42.40.120. Delegation, (a) The board shall by rule delegate 
to the chief executive officer powers and duties necessary or appropri­
ate for the management of the daily affairs and operations of the 
corporation. The board may by rule require the exercise of a delegated 
power or duty to be subject to board approval.
(b) Within 60 days after its first meeting, the board shall delegate 

the following activities of the corporation to the chief executive officer 
or other executive officers designated by the board:
(1) leasing subject to AS 42.40.285 and 42.40.350(b) and (d), grant­

ing easements in, issuing permits for the use of, or conveying other 
interests in property that do not constitute a transfer of the corpora­
tion’s entire interest in land;
(2) establishing specific rates, tariffs, divisions, and contract rate 

agreements;
(3) making routine changes in service levels;
(4) establishing procurement and accounting procedures for the cor­

poration; and
(5) performing procurement activities.
(c) Notwithstanding (a) and (b) of this section, specific board ap­

proval is required for the following:
(1) issuing bonds upon approval by the legislature;
(2) mortgaging or pledging corporation assets;
(3) donating property or other assets belonging to the corporation;
(4) acting as a surety or guarantor;
(5) adopting a long-range capital improvement and program plan;
(6) adopting annual reports;
(7) effecting general, comprehensive increases and decreases in 

rates;
(8) expanding or reducing services in a major way;
(9) expanding the main or branch rail lines including spur, indus­

trial, team, switching or side tracks, other than performing routine 
track alignment as necessary to maintain existing service levels;
(10) selecting independent auditors and accountants;
(11) entering into collective bargaining agreements;
(12) adopting annual budgets;

§ 42.40.110 P u b l i c  U t i l i t i e s  a n d  C a r r i e r s  § 42.40.120

155



Article 3. Administrative Provisions.

Section Section
150. M eetings o f the board 200. V alidity o f rules
160. Quorum and voting 205. Application
170. Executive sessions 210. Previously adopted rules and orders g g .
180. Rules 220. Public disclosure of information
190. Em ergency rules 230. Conflicts of interest

(13) beginning a capital project with an estimated completion cost 
of more than $500,000 or an estimated completion time of more than 
one year;
(14) exchanging, donating, selling, or otherwise conveying its en­

tire interest in land subject to approval by the legislature;
(15) exercising the power of eminent domain. (§ 2 ch 153 SLA 1984)

Sec. 42.40.150. Meetings of the board, (a) The chairman of the 
board shall call meetings of the board at least once every three 
months. The chairman or a majority of the members of the board may 
call other meetings of the board as necessary. The chairman shall 
preside at meetings.
(b) Except for executive sessions, the meetings of the board are 

public. The board shall provide by rule for a method of providing 
reasonable notice to the public of its meetings.
(c) The board shall keep minutes of each meeting. (§ 2 ch 153 SLA 

1984)

Sec. 42.40.160. Quorum and voting, (a) Four voting members of 
the board constitute a quorum for the transaction of business.
(b) Four affirmative votes are required for board action. The board 

shall provide by rule for the manner of voting, except that the board 
may not provide for voting by proxy. The rules may provide for voting 
and conferring by telecommunication devices. (§ 2 ch 153 SLA 1984)

Sec. 42.40.170. Executive sessions, (a) The question of holding 
an executive session shall be deterrained in accordance with AS 
42.40.160. A subject may not be considered at an executive session 
unless it is mentioned in the motion calling for the executive session 
or is auxiliary to a subject mentioned. An action may not be taken at 
an executive session.
(b) Only the following subjects may be discussed in an executive 

session:
(1) matters, the immediate knowledge of which would clearly have 

an adverse effect upon the finances of the corporation;
(2) unless the person has requested to have the subjects discussed in 

public, subjects that tend to prejudice the reputation and character of 
a person;

#

1 5 6



§ 42.40.180 P u b l i c  U t i l i t i e s a n d  C a j r r i e r s  § 42.40.190

(3) matters that, by law or municipal charter or ordinance, are per­
mitted to be kept confidential from public disclosure;
(4) matters pertaining to personnel;
(5) matters pertaining to the corporation’s legal position;
(6) land acquisition or disposal; and
(7) proprietary or other information of a type treated as confidential 

under the standards and practices of the United States Interstate 
Commerce Commission, including practices that protect information 
associated with specific shippers, divisions, and contract rate agree­
ments. (§ 2 ch 153 SLA 1984)

Sec. 42.40.180. Rules, (a) The bo*rd shall adopt rules to carry out 
its functions and the purposes of this chapter, including rules to safe­
guard property owned, managed, or transported by the corporation 
and to protect employees and persons using the corporation’s property 
or services. At least 15 days before the adoption of a rule, the board 
shall give public notice of the proposed action by publishing a notice in 
at least three newspapers of general circulation in the state and by 
mailing a copy of the notice to each person who has requested notice of 
proposed changes to rules. The notice must state the time, place, and 
nature of the proceedings and must contain a summary of the subject 
of the proposed rule.
(b) On the date and at the time and place designated in the notice 

required under (a) of this section the board shall provide each inter­
ested person an opportunity to present statements in writing concern­
ing the proposed rule and shall give members of the public an opportu­
nity to present oral statements for a total period of at least one hour.
(c) The board shall consider all relevant matters presented to it 

before adopting a rule. The board may take action on a rule that 
varies in content from the summary provided with the notice of the 
proposed rule if the subject of the rule was reflected in the summary 
and it provided reasonable notice to the public as to whether their 
interests could be affected by the board’s action on that subject.
(d) The board shall establish in the bylaws of the corporation addi­

tional procedures for adopting rules if necessary. (§ 2 ch 153 SLA 
1984)

Sec. 42.40.190. Emergency rules, (a) The board shall establish in 
the bylaws of the corporation a procedure for the adoption of a rule on 
an emergency basis. An emergency rule may be adopted only when 
necessary for the orderly operation of the corporation’s facilities or 
programs. The requirements of AS 42.40.180 do not apply to actions 
taken under this section. However, within 10 days after the adoption 
of a rule on an emergency basis the board shall give notice of its action 
that substantially complies with the notice requirements of AS 
42.40.180(a).
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§ 42.40.200 A l a s k a  S t a t u t e s  S u p p l e m e n t § 42.40.220

(b) An action taken under this section remains in effect for not 
£  more than 120 days. To prevent an emergency rule from ) ipsing the 

board may adopt the same rule under AS 42.40.180 before the end of 
the 120-day period. (§ 2 ch 153 SLA 1984)

Sec. 42.40.200. Validity " f rules, (a) Failure to mail notice to a 
person under AS 42.40.180(a) or 42.40.190(a) does not invalidate an 
action taken by the board.
(b) An interested person may challenge a rule adopted by the board 

by bringing an action in the superior court. In addition to other 
grounds, a court may declare a change invalid
(1) for substantial failure by the board to comply with AS 42.40.180 

or 42.40.190; or
(2) if the rule was adopted under AS 42.40.190, upon the grounds 

that the emergency rule was not necessary for the orderly operation of 
the corporation’s facilities or programs. (§ 2 ch 153 SLA 1984)

Sec. 42.40.205. Application. Adoption of a rule is not subject to 
AS 42.40.180 or 42.40.190 if it
(1) relates only to the internal management of the corporation;
(2) relates to specific rates, tariffs, divisions, and contract rate 

agreements;
(3) relates to service schedules of the railroad;
(4) is directed to a specifically named person or to a group of persons 

and does not apply to the general public; or
(5) relates to the use of public works under the jurisdiction of the 

corporation if the effect of the order is indicated to the public by means 
of signs or signals. (§ 2 ch 153 SLA 1984)

Sec. 42.40.210. Previously adopted rules and orders. The
board may provide by resolution that rules and orders in effect on the 
date of transfer remain in effect until amended or repealed by the 
board. AS 42.40.180 does not apply to actions taken under this section. 
(§ 2 ch 153 SLA 1984)

Sec. 42.40.220. Public disclosure of information, (a) Except as 
provided under (b) of this section, information in the possession of the 
corporation is public and is open to public inspection at reasonable 
times.
(b) The corporation may by rule designate and withhold public dis­

closure of matters of a privileged or proprietary nature. Those matters 
include personnel records, communications with and work product of 
legal counsel, and, consistent with the standards and practices of the 
United States Interstate Commerce Commission for the protection of 
these matters, other information including proprietary information
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associated with specific shippers, divisions and contract rate agree­
ments. (§ 2 ch 153 SLA 1984)

Sec. 42.40.230. Conflicts of interest, (a) Except as provided in 
this section, a board member or executive officer of the corporation 
may not participate in a decision of the corporation in which that 
person or a member of that person’s immediate family has a direct or 
indirect financial interest unless the financial interest is a remote 
financial interest and participation is approved under (b) of this sec­
tion.
(b) A board member or executive officer may participate in a deci­

sion if that person or a member of that person’s immediate family has 
only a remote interest, the fact and extent of the interest is disclosed 
to the board in a public meeting and is noted in the minutes of the 
board before any participation by the member or in the decision, and 
thereafter in a public meeting the board by vote authorizes or ap­
proves the participation. If the person whose participation is under 
consideration is a board member, that person may not vote under this 
subsection. For purposes of this subsection, "remote interest” means 
an interest that in good faith is defined as remote by rules adopted by 
the corporation.
(c) A board member or executive officer is not considered to be fi­

nancially interested in a decision when the decision could not affect 
that person in a manner different from its effect on the public.
(d) Within 120 days of the first meeting of the board, the board 

shall adopt and may subsequently amend rules implementing this 
section, providing additional conflict of interest and ethical rules it 
considers appropriate.
(e) The board may recommend to the governor the removal of a 

board member or executive officer who intentionally violates this sec­
tion or a rule adopted under this section.
(f) For purposes of this section
(1) "participate in a decision” includes all discussions, delibera­

tions, preliminary negotiations, and votes;
(2) "immediate family” means
(A) spouse;
(B) dependent, parent, parent-in-law, child, son-in-law, daughter- 

in-law, sibling, uncle, aunt, niece, or nephew. (§ 2 ch 153 SLA 1984)

Article 4. Powers and Duties.

Section
250. General powers 
260. A nnual report 
270. Audits
280. S tate oversight reports 
285. Legislative approval required

Section
290. Long-range capital improvement

and program plan 
300. U se of corporation assets 
310. Indemnification
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Sec. 42.40.250. General powers. In addition to the exercise of 
other powers authorized by law, the corporation may
(1) adopt a seal;
(2) adopt bylaws governing the business of the corporation;
(3) sue and be sued;
(4) appoint trustees and agents of the corporation and prescribe 

their powers and duties;
(5) hire legal counsel to represent the corporation;
(6) make contracts and execute instruments necessary or conve­

nient in the exercise of its powers and duties;
(7) acquire by purchase, lease, bequest, devise, gift, exchange, the 

satisfaction of debts, the foreclosure of mortgages, or otherwise, per­
sonal property, rights, rights-of-way, franchises, easements) and other 
interests in land, and acquire by appropriation water rights that are 
located in the state, taking title to the property in the name of the 
corporation;
(8) hold, maintain, use, operate, improve, lease, exchange, donate, 

convey, alienate, encumber, or otherwise grant a security interest in, 
or authorize use or dispose of, land or personal property, subject to 
other provisions of this chapter;
(9) contract with and accept transfers, gifts, grants or loans of funds 

or property from the United States and the state or its political pubdi- 
visions, subject to other provisions of federal or state law or municipal 
ordinances;
(10) undertake and provide for the management, operation, mainte­

nance, use, and control of aii of the property of the corporation, includ­
ing all li-nd and personal property of the Alaska Railroad transferred 
under 45 U.S.C. 1203(a) and described in the report dated July 14, 
1983, as amended, submitted to Congress and the legislature under 45 
U.S.C. 1204(a);
(11) recommend to the legislature and the governor any tax, financ­

ing, or financial arrangement the corporation considers appropriate 
for expansion or extension and operation of the Alaska Railroad;
(12) maintain offices and facilities at places it designates;
(13) apply to the state, the United States, and foreign countries or 

other proper agencies for the permits, licenses, rights-of-way, or ap­
provals necessary to construct, maintain, and operate, transportation 
and related services, and obtain, hold, and reuse the licenses and 
permits in the same manner as other railroad operators;
(14) prescribe rates to be charged for services provided by the 

Alaska Railroad consistent with 45 U.S.C. 1201 —  1214 (Alaska Rail­
road Transfer Act of 1982);
(15) determine the routes, schedules, and types of service-to be pro­

vided by the Alaska Railroad;
(16) enter into contracts, leases, and other agreements with con­

necting carriers, shippers, and other persons concerning the services,

§ 42.40.250 A l a s k a  S t a t u t e s - S u p p l e m e n t  § 42.40.250



ALASKA RAILROAD TRANSFER LEGISLATION 
SECTION-BY-SECTIOiN ANATysTS

SECTION 1 —  TITLE

This section provides th a t  the le g is la t io n  may be c i te d  as "Alaska Railroad 
Trans fe r  Act o f  1982."

This section  s ta tes  the reasons th a t  the Alaska Railroad should be t ra n s ­
fe rre d  to  the State o f  Alaska. While the Railroad has served the in te re s t 
o f  the Federal Government in  the p a s t ,  today i t  p r im a r i ly  serves residents 
and businesses o f  the S ta te . F u r th e r ,  the t ra n s fe r  i s  con s is te n t w ith  the 
Federal Government's e f fo r t s  today to  t r a n s fe r  programs to the states 
whenever a pp rop r ia te . F in a l ly  the t r a n s fe r  is  necessary in  order to insure 
th a t  in  the fu tu re  the R ailroad  w i l l  be operated and i t s  serv ices expanded 
to  meet the needs o f  the State  and the R a ilroad users.

This section  defines the major terms used tn the le g is la t io n .  Among those 
described is  " r a i l  p ro p e r t ies  o f  the Alaska R a ilro a d ."  This d e f in i t io n  is 
im portant because i t  describes the r a i l  p ropert ies  to  be t ra n s fe r re d .  As 
defined in  the le g is la t io n ,  r a i l  p ro p e r t ie s  means a l l  r i g h t ,  t i t l e  and 
in te r e s t  to rea l and personal p ro p e r t ie s  held by or f o r  the Alaska Railroad 
as. o f  the date o f  enactment w ith  l im i te d  exceptions, as fo l lo w s :  (1) The
unexercised rese rva tio n  to  the United States in  a l l  patents to  lands as 
provided fo r  the c o n s tru c t io n  o f  fu tu re  r ig h ts -o f -w a y ,  (2) the r ig h t  o f  the 
Secretary o f  T ransporta t ion  to  exercise  the power o f  eminent domain; (3) 
any money in the Alaska R a ilroad  Revolving Fund th a t  the Secretary and the 
State agree is  needed to  pay c e r ta in  Federal o b l ig a t io n s  a r is in g  from 
operation  o f  the R a ilroa d , which are not assumed by the S ta te ; (4) c e r ta in 
pro p e rt ies  th a t  the Secretary determ ines, w ith  the consent o f  the S ta te , to 
be necessary to  ca rry  out Federal fu n c t io n s  a f te r  the t r a n s fe r ;  and (5) 
c e r ta in  p ro p e rt ies  in  Denali National Park and Preserve.

This section defines "exc lus ive -use  easement" as a surface easement fo r 
t ra n s p o r ta t io n ,  communication and transm ission purposes and support 
func t ions  toge ther w ith  tne r ig h t  to  use tne suDsurface i f  necessary fo r 
such purposes. The d e f in i t i o n  fu r th e r  guarantees subjacent and la te ra l 
support and e n t i t l e s  the easement ho lde r to fence, a f i x  track  f ix tu r e s  ar.d 
s tru c tu re s  to  and exclude persons from the land sub ject to  the easement.

This sec tion  a lso defines the terms "S ta te "  and "State-owned R a ilro a d ."
The d e f in i t io n s  are broadly worded to  g ive  the State maximum f l e x i b i l i t y  in

SECTION 2 -  FINDINGS

SECTION 3 —  DEFINITIONS
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designating an appropriate  o rgan iza tion  fo r  State ownership, operation and 
management o f  the Railroad a f t e r  the t ra n s fe r .

SECTION 4 —  TRANSFER AUTHORIZATION

This section  establishes the primary t ra n s fe r  components. Under subsection
(a ) ,  the Secretary o f  Transporta tion  is  required to t ra n s fe r  the r a i l 
propert ies  o f  the Alaska Railroad to  the State as soon as possib le  a f te r 
f iv e  s pe c if ie d  c e r t i f i c a t io n s  are made.

Subsection (b) requires the Secretary o f  T ransporta tion  a f te r  consu lta t ion 
with  the Secretary o f  the I n t e r i o r  to  s imultaneously d e l iv e r  to the State 
the fo l lo w in g  documents on the date o f  t r a n s fe r ;  ( I )  a b i l l  o f  sale convey­
ing t i t l e  to a l l  personal r a i l  p ropert ies  o f  the Alaska R a ilroad ; (2 ) an 
in te r im  conveyance o f  the real p ropert ies  o f  the Alaska Railroad which are 
not sub ject to  unresolved claims o f  v a l id  e x is t in g  r ig h ts ;  (3 ) an exc lus ive 
l icense to  use r a i l  p ropert ies  not conveyed above pending reso lu t io n  o f 
claims o f  v a l id  e x is t in g  r ig h ts  in  accordance w ith  the rev iew ,- settlem ent 
and f in a l  ad ju d ica t ion  procedures estab lished in  section  6 (b ) ;  (4) an 
exclusive-use easement fo r  Railroad purposes and o the r e x is t in g  uses to 
r ig h t -o f -w a y  lands located w ith  the Oenali National Park and Preserve and 
t i t l e  to the improvements w i th in  the r ig h t -o f -w a y .  A l l  o ther r a i l  prop­
e r t ie s  loca ted  in  the park are tra n s fe rre d  to the Department o f  the 
I n te r io r  f o r  adm in is tra t io n  as p a r t  o f  the park.

Lands sub ject to  an in te r im  conveyance ( in c lu d in g  lands to be conveyed 
fo l low ing  the review, settlem ent and ad ju d ica t ion  process discussed above), 
must be surveyed by the Department o f  the I n t e r i o r  w ith in  f i v e  years a f te r 
the date o f  enactment pursuant to  section 606 ( b ) ( 2 ) .  Following comoletion 
o f the survey, the Secretary -is required to  issue a patent to  the S ta te .

Subsection (c ) provides th a t  in te r im  conveyances and patents issuea :c  the 
State must t ra n s fe r  a l l  U.S. reserva tions fo r  the Alaska Railroad except 
unexercised reservations f o r  fu tu re  r ig h ts -o f-w a y  under th« 1914 Alaska 
Railroad A c t .  In a d d i t io n ,  there sha ll be reserved to the Secretaries o f 
the I n t e r i o r ,  Defense and A g r ic u l tu re  as appropria te  e x is t in g  easements fo r 
a dm in is tra t ion  id e n t i f ie d  in  the c los ing  re p o rt .  The appropria te  secretary 
may also obta in  fu tu re  easements w ith  State consent. E x is t ing  ana fu tu re 
easements may not in te r fe re  w ith  operations and support functions o f  the 
Alaslca R a ilroad .

The Park Service w i l l  continue to use and occupy through the Secretary o f 
the I n t e r i o r  a small t r a c t  a t  Talkeetna, Alaska, c u r re n t ly  used fo r  ce r ta in 
park a c t i v i t i e s  so long as th is  use o r  occupation does not in te r fe re  w ith 
Railroad opera tions .

With respect to the required c e r t i f i c a t io n s  subsection (d) d ire c ts  the 
Secretary o f  Transporta tion  to  f in d  th a t  the State w i l l  operate the



R ailroad  as a c a r r ie r  in  in t ra s ta te  and in te r s ta te  commerce. In a d d i t io n , 
the Secretary  is to  c e r t i f y  th a t  the State w i l l  assume the r ig h ts , 
l i a b i l i t i e s  and o b l ig a t io n s  o f  the R ailroad. However, the State w i l l  not 
be responsib le  fo r  claims or causes o f  a c t ion  accruing on or before the 
date o f  t r a n s fe r ,  o r  judgements rendered before the t ra n s fe r ,  except those 
t o r t  ac t ions  which r e s u l t  in  claims o f  less than $2,500.

The Secre tary  must a lso f in d  the State has es tab lished  s pe c if ie d  employee 
p ro te c t io n  arrangements to  apply during the two year period a f te r  the date 
o f t r a n s fe r .  For those employees who are not o f f ic e r s  and who choose to 
t r a n s fe r  to the State-owned R a ilroad , the State must ensure th a t  they are 
re ta ined  in  t h e i r  same p o s i t io n ,  and unless otherwise agreed to ,  a t leas t 
a t the same leve l o f  compensation in  e f fe c t  a t the time o f  t ra n s fe r .  T'nes<_ 
p ro v is io n s  are not to  apply to  those employees who are reassigned, re t i re d 
or separated fo r  cause o r  lack o f  work.

Under t h is  subsection, the State is  to  continue e x is t in g  c o l le c t iv e  bar­
ga in ing  agreements during th is  two year period unless otherwise agreed to . 
This subsection fu r th e r  provides th a t  these agreements are to be ren e go t i­
ated during  tn is  period unless otherwise agreed to ,  and th a t  they are to 
exp ire  a t  the end o f  the two year period.

F in a l l y ,  w ith  respect to  these employees, the State is  to ensure th a t 
c e r ta in  Federal b e n e f its  are re ta in e d . These include accrued leave, 
insurance, s e n io r i t y  r ig h ts  and cost o f  l i v i n g  increases. Also those 
employees who are t ra n s fe r re d  to  the State-owned Railroad but terminated or 
la id  o f f ,  during the t r a n s i t io n  p e r io d , sha l l  be e n t i t le d  to  p r i o r i t y  o f 
reemployment in  the ra i l r o a d  and p r io r  Federal serv ice  is  to  be counted in 
determ ining s e n io r i t y  f o r  such purposes.

For o f f i c e r s  o f  the R a ilroad in c lu d in g  the General Manager, A ss is tan t 
General Manager, A ss is ta n t  to  the General Manager, Chie f o f  A dm in is tra t ion 
and C h ie f Consel, the Secretary must also c e r t i f y  th a t  the State has agreed 
to re ta in  those o f f ic e r s  f o r  a t  le a s t  one year from the date o f t ra n s fe r 
(except where separated f o r  cause, re s ig n a t io n ,  re t irem en t or lack o f 
work), a t  o r  above t h e i r  base sa la ry  in  e f fe c t  on the date o f  t ra n s fe r  in 
such p o s it io n s  as the State may determine. As an a l te r n a t iv e ,  the State 
may remove these employees upon payment o f  lump sum severance pay equal to 
t h e i r  base sa la ry  f o r  one year d iminished p ro -ra ta  fo r  employment by the 
State-owned Railroad w i th in  one year o f  the date o f  t ra n s fe r  p r io r  to 
separa tion . B e n e f i t  guarantees discussed above f o r  o f f ic e r s  are in e f fe c t 
fo r  one year o n ly .

The f i f t h  c e r t i f i c a t i o n  requ ires  the Secretary to f in d  th a t the State has 
agreed to compensate the U.S. a t  the value, i f  any, determined under 
Section 605 (b) below.



SECTION 5 -  TRANSITION PERIOD

This section  sets fo r th  the a c t i v i t i e s  which are to  occur, or are not to 
occur, during the period o f  enactment o f  the le g is la t io n  and the data o f 
t r a n s fe r .  Subsection (a) provides f o r  j o i n t  submission by the Secretary o f 
Transporta tion  and the Governor o f  A laska, no la t e r  than s ix  months a f te r 
enactment, o f  a report th a t  describes in d e ta i l  the r a i l  p roperties  o f* th e 
R ailroad , the l i a b i l i t i e s  and o b l ig a t io n s  to be assumed by the S ta te , and 
the sum o f  money, i f  any, in  the Alaska Railroad Revolving Fund to be used 
by the Federal Government in  ca rry ing  out i t s  re m a in in g .re s p o n s ib i l i t ie s .

Linder subsection (b ) ,  the State sha ll have access to  p ropert ies  o f ,  and 
records p e r ta in in g  to the Railroad in  order to evaluate and prepare fo r  the 
t ra n s fe r .  Also the Secretary is  d irec ted  not to  take ce r ta in  actions such 
as t r a n s fe r ,  sale o r lease o f  the Railroad p ro p e rt ies  o r the o b l ig a t io n  o f 
Railroad monies, w ithou t the consent o f  the S ta te .

Subsection (c ) d ire c ts  the Secretary p r io r  to  t ra n s fe r  to  ensure th a t  the 
R a ilroa d 's  accounting p rac tices  and systems conform to report ing  standards 
set by the ICC. This action  w i l l  f a c i l i t a t e  the t r a n s i t io n  o f  the Railroad 
to i t s  s ta tus  as a regulated c a r r ie r  in  in t ra s ta te  and in te rs ta te  commerce.

F in a l ly ,  subsection (d) provides th a t  w i th in  nine months a f te r  the date o f 
enactment the United States Railway Associa tion .must determine the f a i r 
market value o f  the Railroad applying genera lly  accepted procedures, 
methods and standards. This determ ination must include an appraisal o f  the 
real and personal p roperty  to be tra n s fe rre d  to the State which considers 
the cu rre n t  f a i r  market value and p o te n t ia l  fu tu re  value o f  th is  property 
i f  used in  whole o r  in  p a r t  f o r  o the r purposes. The determ ination must 
also take in to  account a 1-1 o b l ig a t io n s  imposed by th is  act and o ther 
app licab le  law upon operation and ownership o f  the R ailroad.

SECTION 6 —  LANDS TO BE TRANSFERRED

This section  sets fo r th  the s tatus o f  the r a i l  p ropert ies  to be tran s fe rre d 
and provides fo r  the o rd e r ly  ad ju d ica t ion  o f  claims o f  v a l id  e x is t in g 
r ig h ts  to  those p ro p e r t ie s .  Subsection (a) s p e c if ie s  th a t  the property  to 
be t ra n s fe r re d  is  excluded from se lec t ion  o r conveyance provided under 
amendments to  ANCSA re la t in g  to  the Cook In le t  Region, In c . ,  the Chugach 
Natives, Inc. and c e r ta in  fu tu re  Eklutna V i l la g e  Corporations se lections 
provided fo r  ANILCA.

Subsection (b) re in fo rces  the Department o f  the I n t e r i o r 's  e x is t in g  respon­
s i b i l i t y  to  ad jud ica te  th i r d  party  claims and to issue w r i t te n  opinions and 
appropria te  documents o f  t i t l e .  S p e c i f ic a l ly ,  the Secretary o f  the 
I n te r io r  is  d irec ted  to complete the determ ination o f  "sm alles t p ra c tica o ie 
t r a c t "  under section 3(e) o f  ANCSA w ith in  three years o f  the enactment or* 
th is  le g is la t io n .  P r io r  to i n i t i a t i n g  these a d ju d ica t io n s ,  a ten month



• •
period is  provided whereby a l l  a f fe c ted  p a r t ie s  are d ire c te d  to  make a coed 
f a i t h  e f f o r t  to  review and s e t t le  as many o f  these claims as poss ib le .
This subsection s p e c if ie s  th a t  u n t i l  sett lem ent o r  f in a l  a d ju d ic a t io n , 
in te r im  management o f  the Railroad lands sub ject to  claims o f  v a l id 
e x is t in g  r ig h ts  sha ll  be in  accordance w ith  standards agreed to in the 
Memorandum o f  Understanding between the FRA, the S ta te , Cook In le t  Region,
Inc . and v i l la g e  co rp o ra tio n s .  In reco gn it ion  o f  the importance o f 
m ainta in ing  exc lus ive  con tro l over r ig h t -o f -w a y  lands to ensure s u f f i c ie n t 
p ro te c t io n  f o r  safe and economic operation  o f  the R a ilroad , the f in a l  par- 
o f  th is  subsection provides a process whereby v i l la g e  corpora tions are 
allowed to  re l in q u is h  any claims to  ra i l ro a d  lands w i th in  the r ig h t -o f -w a y 
f o r  subsequent t r a n s fe r  to the S ta te . This p ro v is io n  fu r th e r  provides th a t 
f a i l u r e  to make such a re linqu ishm ent sha l l  r e s u l t  in  the conveyance to the 
State o f  a l l  r i g h t ,  t i t l e  and in te re s t  o f  the United States in the 
r ig h t -o f -w a y  free  and c le a r  o f  such c la im s.

Under subsection ( c ) ,  any dec is ion  by the Secretary o f  the I n t e r i o r  pursu­
ant to  th is  sec tion  is  open to review on ly  by an action  brought in Federal 
D i s t r i c t  Court o f  Alaska and is  to  be expedited. The State is  allowed to 
p a r t ic ip a te  in  such an appeal as w e ll as in  any agency proceeding. To 
ensure th a t  the goals o f  th is  le g is la t io n  are not f r u s t ra te d ,  th is  section 
f u r th e r  provides th a t  no in ju n c t iv e  o r  o the r r e l i e f  can delay the t ra n s fe r 
o f  the R a ilroad o r  impede i t s  opera tions .

Lands among the r a i l  p ro p e r t ies  are expressly  excluded by subsection (d) 
from s e le c t io n  by Cook I n le t  Region, Inc. (C IRI) and Chugach N atives , Inc. 

v  under 43 U.S.C. 1611 and sections 1425 and 1430 o f  P.L. 96-487 (ANILCA);
although CIRI claims can be r e v i ta l iz e d  w ith  S tate consent i f  the Railroad 
is  t ra n s fe r re d  to  Alaska. I f  there  is  no t r a n s fe r ,  the State may s t i l l 
exercise "a p u b lic  purpose" veto over lands proposed to be included in  the 
se le c t io n  pool. Federal 00T a lso has veto power so long as the Railroaa is 
not under State ownership. Since the passage o f  P.L. 9^-204 (ANSCA) in 
1976, in co rpo ra t in g  the Cook I n le t  Land Exchange Agreement (exchange 
agreement), the Secretary o f  the I n t e r io r  and the State o f  Alaska have been 
attem pting  to  ensure the land e n t i t le m e n t o f  CIRI under th a t  complex 
p ro v is io n  is  f u l f i l l e d  in  a manner con s is te n t w ith  the in te re s ts  o f  the 
S ta te , environmental concerns and concerns o f  o the r p ub lic  and p r iva te 
e n t i t i e s .

In one o f  the in te g ra l  parts  o f  the exchange agreement, the " in - re g io n 
pool" p ro v is io n ,  the Secretary o f  the I n t e r i o r  in  con junction  w ith  the 
General Services A d m in is t ra to r ,  was charged w ith  promptly id e n t i f y in g  and 
c re a tin g  a s e le c t io n  pool o f  Federal lands w i th in  the Cook I n le t  Region.
The t ra n s fe r  o f  the Alaska Railroad through th is  le g is la t io n  would exclude 
r a i l  p ro p e r t ies  from poss ib le  placement in the " in  region" se le c t io n  poo l, 
unless the State o r  Secretary o f  T ransporta tion  consent to i t s  in c lu s io n .

ANILCA amended ANCSA to a llow  f o r  " in - re g io n  pool se lections  to  occur out 
o f  S ta te . Since the e x is t in g  exchange agreement allows the Secretary of



the I n te r io r  d is c re t io n  to enlarge the " in  region pool" using out o f  region 
e n t i t le m e n t.  The o b je c tive  o f  th is  section is to re a f f i rm  th is  sec re ta r ia l 
d is c re t io n  and to make c le a r  th a t  o u t -o f - s ta te  properties  can be placed 
in to  the " in  region p o o l."  This subsection also allows CIRI to negotiate 
w ith  loca l governments to obta in  the p ro p e r t ies  being selected.

U t i l i z a t io n  o f  CIRI1s curren t s ta tu to ry  r ig h ts  to  obtain Federal surolus 
property  wherever located w i l l  be essentia l f o r  f u l f i l lm e n t  o f  i t s  e n t i t l e ­
ment. Therefore , a more d e ta i led  p rov is ion  is  needed to insure the prco- 
e r t ie s  w i l l  be made, a v a i la b le .  This section adjusts CIRI’ s curren t s ta t ­
u to ry  r ig h t  by s p e c i f ic a l ly  re q u ir in g  th a t  both the Secretary o f  the 
I n t e r io r  and CIRI obta in  ea r ly  notice  o f  p o te n t ia l ly  ava ilab le  p ropert ies . 
The amendments also c l a r i f y  the Secretary o f  the I n te r io r 's  a u th o r i ty  to 
o f fe r  p ropert ies  under h is  j u r i s d ic t io n  to  CIRI as p a r t ia l  f u l f i l lm e n t  o f 
C IR I' s e n t it le m e nts .

In a d d i t io n ,  to increase to p ropert ies  w i th in  Alaska th a t  can be placed 
in to  the " in  region p o o l,"  section  6 extends C IR I' s " in - re g io n "  o r i o r i t y  
s tatew ide.

The amount o f  property  w i th in  the " in - re g io n  pool1' has been fo r  various 
reasons less than the minimum amount requ ired . On three separate occasions 
the o r ig in a l  deadline on January 15, 1978 has had to be extended to recog­
nize th is  f a c t .  To ensure f u l f i l l m e n t ,  section  6 l i f t s  the deadline u n t i l 
the pool is  complete but in  no event l a t e r  than Ju ly  15, 1987.

Subsection (e) expressly provides th a t  the State sha ll be l ia b le  to a parry 
rece iv ing  a conveyance o f  land among the r a i l  properties  fo r  damage r e s u l t ­
ing in  use by the State in  a manner not authorized under the license 
provided in  section 4.

SECTION 7 —  EMPLOYEES OF THE ALASKA RAILROAO

Subsection (a) o f  th is  section provides th a t  those employees who t ra n s fe r
to  the State-owned Railroad and who p resently  p a r t ic ip a te  in the Federal 
C iv i l  Service System, may continue to  p a r t ic ip a te  in th is  system fo r  as
long as they continue to  work fo r  the State-owned Railroad. However as an
a l te r n a t iv e ,  the State-owned Railroad may provide such employees e i th e r  in
or s u b s ta n t ia l ly  equ iva lent to  those b ene fits  the State provides i t s
employees under the State Retirement System. This section provides an 
exemption to the State a l te rn a t iv e  program f o r  those trans fe rred  emoloyees 
who are e n t i t le d  to  r e t i r e  under the Federal re tirem ent system w ith in  f iv e 
years o f  the date o f  t ra n s fe r .  These employees may e le c t to remain p a r t i c ­
ipants in  the Federal system even i f  the State chooses to provide o ther 
b e n e f its .

Subsection (b) o f  th is  section provides th a t  those Federal employees who
choose not to t ra n s fe r  to the State-owned Railroad a t the time the Railrcac



is  t ra n s fe r re d  to the State sha ll  be e n t i t l e d  to  a l l  normal r ig h ts  and 
b e n e fits  under Federal law f o r  d iscon tinued  employees.

Subsection (c ) provides f o r  s im i la r  p ro te c t io n s  f o r  t ra n s fe r re d  emoloyees 
whose employment w ith  the State-owned R ailroad is  in v o lu n ta r i ly  terminated 
during the two year period fo l lo w in g  the t r a n s fe r .

SECTION 8 —  STATE OPERATION

Subsection (a) o f  th is  sec tion  provides th a t  a f t e r  the t r a n s fe r ,  the 
State-owned Railroad sha ll  be sub jec t to  the same Federal laws, w ith  some 
l im i te d  se c t io n s ,  as are o the r  ra i l r o a d s ,  in c lu d in g  the In te rs ta te  Commerce 
A ct,  the Federal A n t i t r u s t  Laws (unless the State acts otherwise to invoke 
an exemption), and the R ailroad Safety Laws. The l im i te d  exemptions are 
the R ailroad Retirement A c t,  the Railway Labor A c t ,  the Federal Employer's 
L i a b i l i t y  Act and the R a ilroad Unemployment Insurance A ct. A l l  FRA memo­
randa which sanction noncompliance w ith  Federal r a i l r o a d  sa fe ty  reg u la t io ns 
i n e f fe c t  on the date o f  t r a n s fe r  sha ll  continue in  e f fe c t  according to 
t h e i r  terms as "waivers o f  com pliance."

In a d d i t io n ,  subsection (a ) exempts the State-owned R ailroad from any s ta te 
or loca l s ta tu te  spe c ify in g  a minimum number o f  crew members th a t  must be 
employed in  connection w ith  the opera tion  o f  i t s  t r a in s .

Subsection (a) s p e c if ie s  th a t  the State-owned R ailroad sha ll  re ta in  and 
manage i t s  own revenues. The purpose o f  th is  p ro v is io n  is  to avoid the 
need f o r  annual app rop r ia t ions  by the State f o r  the Ra ilroad .

Subsection (b) o f  th is  sec tion  requ ires  the ICC to  promulgate an exoedited, 
modified procedure fo r  p rov id ing  the State-ownea Railroad a c e r t i f i c a t e  o f 

• pub lic  need and necess ity .

This subsection also exempts ICC actions  under th is  subsection from the 
National Environmental P o licy  Act and the Energy P o licy  and Conservation 
Act in  order to  ensure an exped it ious  process.

Subsection (c ) o f  th is  subsection provides th a t  the State-owned Railroac 
sha ll be e l i g ib le  to p a r t ic ip a te  in  Federal ass is tance programs on the same 
basis as o the r  ra i l r o a d s ,  in c lu d in g  th a t  provided fo r  by the Railroad 
R e v i ta l iz a t io n  and Regulatory Reform Act.

Subsection (d) o f  th is  sec tion  provides th a t  the ra i l ro a d  p ropert ies  w i th in 
the Denali National Park and Preserve and Chuaach National Forest sna il  be 
sub ject to a pp licab le  Federal laws and re g u la t io n s  es tab lished  fo r  tne 
p ro te c t io n  o f  fo re s t  and park va lues. In making th is  de te rm ina tion , the 
appropria te  secretary  is  to  consu lt  w ith  the Governor o f  A laska. Moreover, 
any determ ination  by the S ecre ta ries  must be designed to avoid unreasonable 
in te r fe re n c e  w ith  Railroad ope ra tions . This subsection also requ ires th a t



any decis ion to fence the r ig h t -o f -w a y  w ith in  Denali shall be subject to 
the concurrence o f  the Secretary o f  the I n te r io r .

SECTION 9 —  FUTURE RIGHTS-OF-WAY

This section contemplates fu tu re  r ig h ts -o f-w a y  fo r  expansion o f  the R a i l ­
road. Subsection (a) provides th a t  the State or State-owned Railroad mav 
request the Secretary o f  the I n t e r i o r ,  or the Secretary o f  A g r ic u l tu re  as 
approp r ia te , in  consu lta t ion  w ith  the Secretary o f  Transportation to 
approve e xped it ious ly  pursuant to e x is t in g  law, a r ig h t-o f-w a y  over Federal 
lands and a pp lica t io ns  fo r  term inal and s ta t io n  grounds and m ateria l s i te s .

Subsection (b) spe c if ie s  th a t  any r igh ts -o f-w a ys  and grounds and s ites 
granted under th is  section must conform to the extent possible to the 
standards estab lished in  the Alaska Railroad Act o f  1914.

Subsection (c )  provides th a t  a r ig h t -o f -w a y  granted under th is  section is 
subject to reversion in  accordance w ith  section 10 below.

SECTION 10 «  REVERSION

AThis section provides f o r  the reversion to  the United States o f  the prco- ^
e r t ie s  o f  the Alaska Railroad i f  w ith in  10 years o f  the t ra n s fe r  sucn 
propert ies  are converted to  a use th a t  would prevent the State-ownea 
Railroad from continu ing  to  operate. As a a l te rn a t iv e  to the actual 
revers ion o f  the p ro p e r t ie s ,  the State a t  i t s  o p t io n , may pay the United 
States an amount determined to  be the value o f  the properties  a t the time 
they were converted to a use preventing the Railroad- from operating.

Subsection (b) s p e c i f ic a l ly  provides th a t  i f  the State discontinues use c f 
any land w ith in  the r ig h t -o f -w a y  f o r  a continuous period o f  13 years, or 
upon a formal n o t i f i c a t io n  o f  discontinuance from the S ta te , the S ta te 's 
in te re s t  in  these lands w i l l  re v e r t  to  the United States.

Subsection (c ) fu r th e r  s tates th a t  upon such revers ion , these lands w i l l  be 
conveyed by patent to abu tt ing  land owners, except as spec if ied  in sub­
section (d ) .  This l a t t e r  subsection provides th a t  the port ion  o f  the 
r ig h t -o f -w a y  w ith in  the Denali National Park and Preserve and the Chugach 
National Forest w i l l  re v e r t  to the Department o f  the In te r io r  and the 
Department o f  A g r ic u l tu re ,  as a pp rop r ia te , f o r  adm in is tra t ion  as part c f 
these u n i ts .

Subsection (e) provides th a t  i f  the State s e l ls  or trans fe rs  the Railroad 
w ith in  f i v e  years a f te r  the date o f  t r a n s fe r ,  the proceeds from the sale or 
t ra n s fe r  th a t  exceed the cost o f  any r e h a b i l i t a t io n  and improvements and 
any l i a b i l i t i e s  incurred by the State sha ll be paid to the Unitea States.



SECTION 11 —  OTHER DISPOSITION

To ensure th a t  the R ailroad is  t ra n s fe r re d  from Federal ownership, th is 
section  authorizes the Secretary  o f  T ransporta tion  to otherwise dispose o f 
the R ailroad  i f  s a t is fa c t io n  by the State o f  the f iv e  cond it ions  under 
section  4 cannot be c e r t i f i e d  w i th in  a year c f  the d e l iv e ry  o f  the rep o rt 
mandated under sec tion  5. Consis ten t w ith  the concern fo r  continued r a i l 
s e rv ic e ,  th is  sec tion  d i re c ts  the Secretary to  give preference to a pro­
spective  owner who w i l l  continue to  operate r a i l  serv ice .

SECTION 12 —  DENALI NATIONAL PARK AND PRESERVE

A ll  r a i l  p ro p e r t ie s  w i th in  the Denali National Park and Preserve are 
t ra n s fe r re d  to  the Department o f  I n t e r i o r  fo r  a d m in is tra t io n  as p a r t  o f  the 
park sub jec t  to the exc lus ive -use  easement discussed above.

SECTION 13 —  APPLICABILITY OF OTHER LAWS

This sec tion  exempts ac tions  taken under the le g is la t io n  from the re q u ire ­
ments o f  a number o f  Federal s ta tu te s ,  in c lu d in g  the National Environmental 
P olicy  Act and those p ro v is io n s  o f  the A d m in is tra t ive  Procedures Act not 
p e r ta in in g  to  ju d ic ia l  review. The reasons f o r  these exemptions is  to 
ensure th a t  the t ra n s fe r  process is  not delayed.

This sec tion  also c l a r i f i e s  th a t  ac t ions  taken under th is  le g is la t io n  do 
not c o n s t i tu te  a d isposal o f  surp lus Federal p roperty  or a revocation  o f 
withdrawals made from o r confirmed f o r  the Alaska Railroad under a numDer 
o f  s p e c i f i c a l l y  named and g e n e ra l ly  referenced land laws, in c lu d ing  the 
Federal Land P o licy  and Management Act. These c la r i f i c a t io n s  are necessary 
in  o rder to  ensure th a t  the r a i l  p ro p e rt ies  do not become a v a i la b le  f o r 
entry  o r s e le c t io n  by t h i r d  p a r t ie s  as a re s u l t  o f  ac tion  taken under the 
le g is la t io n .

SECTION 14 —  CONFLICT WITH OTHER LAWS

This sec tion  provides th a t  th is  le g is la t io n  sha ll  govern in the event in 
any c o n f l i c t  between th is  le g is la t io n  and any o the r law.

SECTION 15 —  REPEAL AND AMENDMENT OF EXISTING LAWS

This sec tion  repeals the Alaska Railroad enabling act and o ther re la te d 
laws, and makes conforming changes to  o the r  Federal laws th a t  mention the 
Alaska R a ilroad . These changes would become e f fe c t iv e  a t the times o f 
t r a n s fe r  o r  o the r d is p o s i t io n  o r  a t the time o f  any o ther d is p o s i t io n  o f 
the R ailroad pursuant to Section 11 o f  th is  le g is la t io n .
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SECTION 16 —  SEPARABILITY

This section provides th a t  i f  any section is held in v a l id ,  o ther sections 
sha ll not be a ffe c ted .

0

0

0 - / o
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CD a  person who is able to assure that adequate transporta­
tion wfll be provided over a substantial porcioo of the feeder line 
deambcd in subeecticc (jl) of this aectioa for a period of aat leas 
than 2 yaen; or

(I) any combination of members of the elaaees of applicants 
Jsscribsd in paragraphs (1) and (2) of this subesctiao.

•' AL»kj JUiW  TITLE VI—ALASKA RAILROAD TRANSFER
Trajvjtfw Aa of ,
2 H i MOST TTTLB

41 use 1201 Sac. 001. This title may ba dtad ea the "Alaska Railroad Transfer
“ ** Act of 1982".

YDnxxoa

a  use 1201. Rbc. 00.2. The Congress finds that—
(1) the AluLa Railroad, which was built br the Federal 

Government to serve the transportation and development needs 
of this Territory of Alaska, preaentiy is providing freight and 
passenger services that primarily benefit raidsnts and busi- 
nessei in the State cf Alaska;

(2) imany comm unities and individuals in Alaska are wholly 
or substantially dependent on the Alaska Railroad for freight 
and pusenger sem es and provision of such service is an eeeen- 
tiaJ governmental function;

(0) continuation of services of the Alaska Railroad and the
r

m -

opportunity for future expansion of these services are necessary 
to achieve Federal, State, and private objectives; however, con-’ 
tinued Federal control and financial support are no longer 
necessary to accomplish these objectives;

(4) the transfer of the Alaska Railroad and prorioon for its 
operation by the State in the manner contemplated by this title 

s .  is made pursuant to the Federal goal and ongoing program of 
transferring appropriate activities to the Stntas;

(6) the State s continued operation of the Alaska Railroad 
following the transfer contemplated by this title, together with 
such expansion of the railroad as may be necessary or conven­
ient in the future, will constitute an appropriate public use of 
the rail system and associated properties, will provide an essen­
tial ijovemmental service, and will promote the general welfare 
of Alaska's residents and victors; and

(0) in order to give the State government the ability to 
determine the Alaska Railroad's role in serving the State's 
transportation needs in the future, including the opportunity to 
extend rail service, and to provide a savings to the Federal 
Government, the Federal Government should offer to transfer 
the railroad to the State, in accordance with the proviaiona of 
this title, in the same manner in which other Federal transpor­
tation functions (including highways and airporta) have bean 
transferred since Alaska became a State i s  1959.

BSTXNinOMI

41 use 1202. Src. 603. As used in this title, the term—
(1) "Alaska Railroad" means the agency of the United States 

Government that is operated by the Department of Transporta­
tion as a rail carrier in Alaska under authority of ths Act of

- r - /

9

9



P U B L IC  L A W  9 7 -4 6 8 — J A N . 1 4 .1 9 8 3
w

9 6  S T A T . 2 i5 7

March 22.1924 (43 UJ.C. 975 et nq.) (popularly raforred to as 
the “Alaska Railroad Act") mod ■action wii of tbs Department of 
Transportation Act (49 U.&C. 1655(1)), or, aa toe ocataxt 
requires. tha railroad operated by that agency;

(2) “Alaska Railroad Revolving Fuad" means theruhlic enter­
prise fund maintained by tha Department at tba Treasury into 
which ravssuaa of tha Alaska Railroad and appropriations for 
the Alaaka Railroad art deposited, and from which funds a n  
expended for Alaska Railroad operation, maintenance and con­
struction work authorized by law;

(3) "claim of valid existing rights’* means any claim to tba n il 
properties of tba Alaaka Railroad on record in tba Department 
of the Interior aa of the day before the data of enactment of this 
Act;

(4) "date of transfer”  means the date co which the Secretary 
delivers to the State tha four documents referred to in section 
504(bXl) of this title;

(5) “employee*'' means all permanent personnel employed by 
the Alaaka Railroad on the date of transfer, including the 
officers of the Alaska Railroad, nnlsas otherwise indicated in 
this title;

(6) “exclusive-use easement” means aa easement which 
affords to the easement bolder the following;

(A) the exclusive right to use, poeeese. and enjoy the 
surface estate of the land subject to this ssaement for 
transportation, communication, and transmission purpose* 
and for support functions associated with such purposes;

(3) the right to use so much of the subsurface estate of 
the lands subject to this sasement as is necessary for the 
transportation, communication, and transmission purposes 
and associated support functions for which the surface of 
such lands is used;

(O subjacent and lateral support of the lands subject to 
the easement; and 

(D) the right (in the easement holder’s discretion) fence 
ell or part of the lands subject to this sasement and to affix 
track, fixtures, and structures to such lands and to exclude 
other persons from ell or part of such lands;

(7) "Native Corporation” has the same meaning as such term 
has under section 102(6) of the Alaska National Interest Lands 
Conservation Act (16 U&C. 8102(6));

(8) "officers of the Alaska Railroad” means the employees 
occupying the following positions at the Alaska Railroad as of 
the day before the data of transfer General Manager; Assistant 
General Manager; Assistant to the General Manager, Chief of 
Administration; and Chief Counsel;

(9) "public lands” has the same meaning as such term has 
under section S(s) at the Alaska Native Oauna Settlement Act 
(43 U.S.C. 1602(e));

(10) "rail properties of the Alaska Railroad” means all right, 
title, and interest of the United States to lands, buildings, 
facilities, machinery, equipment, supplies, records, rolling stock, 
trade names, accounts receivable, goodwill, and other real and

ereonal property, both tangible and intangible, in which there 
an interest reserved, withdrawn, appropriated, owned, admin­
istered or otherwise held or validly claimed for the Alaska 

Railroad by the United States or any agency or instrumentality

£
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thareof aa of the date of enactment of this Act, bet f in d in g  
any such properties disposed cf, and including any such proper- 
t iu  acquired, in the ordinary course of buxinees after that oats 
but beiore the date of transfer, and also including the exclusive* 
use easement within the Denali National Park and Preserve 
conveyed to the State pursuant to this title and also 
the following:

(A) the unaxerdsed reservation to the United States for 
ftiture rights-of-way required in all patents for land taken 
up, entered, or located m Alaska, as provided by the Act of 
iu rch  12,1914 (43 U.S.C. 975 at saq.y,

(B) the right of the United States to exercise the power of 
eminent domain;

(O any moneys in the Alaska Railroad Revolving Fund 
which the Secretary demonstrates, in consultation with the 
State, are unobligated funds appropriated from general Lax 
revenues or are needed to satisfy obligations incurred by 
the United States in connection with tne operation of the 
Alaska Railroad which would have been paid from such 
Fund but for this title end which art not ■—umsd by the 
State pursuant to this title;

CD) any personal property which the Secretary demon­
strates, in oonsultation with the State, prior to the date of 
transfer under section 604 of this title, to be necessary to 
carry out functions of the United States after the date of 
transfer; and

(E) any lands or interest therein (except aa specified in 
thi» title) within the boundaries of the Denali National 
Park and Preserve;

(11) "right-of-way” means, except as used in section 609 of this

(A) an area extending cot leas than one hundred feet on 
both sides of the center line of any main line or branch line 
of the Alaska Railroad; or

(B) an area extending on both sides of the center line of 
any main line or branch lint of the Alaska Railroad appro­
priated or retained by or for the Alaska Railroad that, as a 
result of military jurisdiction over, or non-Federal owner­
ship of, lands abutting the main line or branch lino, is of a 
width leu than that described in subparagraph (A) of this

(1 y "  means the Secretwy of Transportation;
(13) "State" means the State of Alaska or the State-owned 

railroad, as the context requires;
(14) “State-owned railroad" means the authority, agency, cor­

poration or other entity which the State of Alaska designates or 
contract! with to own, operate or manage the rail properties of

a the Alaska Railroad or, as the oontext requires, the railroad 
owned, operated, or managed by such authority, agency, corpo­
ration, or othar entity; and

(15) "Village Corporation" has the same meaning as such 
term has under section 3(j) of the Alaska Native Claims Settle­
ment Act (43 U.S.G 1602(D).

title—
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Sac. 604. (a) Sub}set to the provisoes of this tills, tbs United 41 uac m .
States, through tbs Secretary, shall transfer all rail properties of 
tbs Alaska Railroad to tbs Stats. Such tnuufer shall occur as soon 
as practieabla aftsr tbs Secretary has mads tbs certifications 
required by subsection (d) of this section aad shall be accomplished 
Ja tbs manasr specified ia subssctioa (bi of this ssctioa.

Q>X1) On tbs oats of traasfsr, tbs Sserstary shall simultaneously:
CA) deliver to ths Stats a bill of sals eoavsyinf titls to all rail 

propsrtias of tbs Alaska Railroad ssospt aay latsrast in real

^ofTdslivsr to tbs Stats aa interim ooavsyaaes of tbs rail 
propsrtias of tbs Alaska Railroad that art act convsysd pursu­
ant to subparagraph (A) of this paragraph aad ars not subjsct to 
unresolved claims of valid existing nghts;

(C) dolivsr to ths Stats aa exdusive license fraatin f tbs Stats 
tbs right to uos all rail propsrtias of tbs Alaska Rail rood not 
convsysd pursuant to subparagraphs (A) or (B) of this para­
graph pending oonvsyancaa in accordance with the review and 
settlement or final administrative adjudication of claims of 
valid existing rights;

CD) convey to tbs Stats a dssd granting tbs Stats G) an 
excluiivt-uie easement for that portion of tba right-of-way of dm,
tba Alaska Railroad within tba Denali National Park and Pro- W a
serve extending not less than one hundred feet on either side of 
ths main or branch line tracks, and sight fast on either side of 
the csntsrline of tbs **Y" track connecting tbs main line of the 
railroad to tha power station at McKinley Park Sution and (ii) 
title to railroad-related improvements within such right-of-way.

Prior to taking the action specified in subparagraphs (A) through (D) of this paragrimhrthe Sserstary shall consult with ths Sserstary of 
the Interior. The exclusive-use easement granted pursuant to sub- 
paragraph CD) of this paragraph and all rights afforded by such 
sasement shall be exercised only for railroad purposes, end for such 
other transportation, transmission, or communication purposes for 
which lands subject to such easement were utilised as of tha date of 
enactment of this Act. In ths svsnt of reversion to the United States, 
pursuant to section 610 of this titls, of ths State's interests in ail or 
pert of the lands subject to such casement, such easement shall 
terminate with respect to tbs lends subjsct to such reversion, and no 
new exclusive-use casement with respect to such revertod lands 
shall be granted except by Act of Congress.

(2) The Secretary shell deliver to ths Stats an intsrim conveyance 
of rail properties of the Alaska Railroad described in paragraph 
(1XC) of this subsection that become available for conveyance to the 
State after the dato of transfer as a result of settlement, relinquish- 
aentvor final administrative adjudication pursuant to section 606 of 
this title. Where the rail properties to be conveyed pursuant to this 
paragraph are surveyed at the time they become available for 
conveyance to the State, the Secretary shall deliver e patent there­
for ia lieu of an interim conveyance.

(3) The force and effect of an interim conveyance made pursuant 
to paragraphs (1XB) or (2) of this subsection shall be to convey to and 
vast in the State exactly the same right, title, and interest in end to 
the rail properties identified therein as the State would have 
received had it been issued e patent by the United States. The



Secretary of the Interior shall surrey the land conveyed Jy an 
interim conveyance to the State pursuant to paragraph* (1XB) or (2) 
° f  this subeection and, apon completion of the survey, the Secretary 
shall iaeue a patent therefor.

(4) Ths license granted punuant to paragraph (1X0 of this tubasc- 
tion shall authorize the State to use, occupy, and directly receive all 

>' benefits of the rail properties described in the license for the oper­
ation of the State-owned railroad in conformity with the Memoran­
dum of Understanding raferrad to in aaction 60G(bX3) of thy title. 
The license shall be exclusive, subject only to valid leases, p jju . 
and other inatrumente iaaued before the date of transfer ana ease­
ments reserved pursuant to subsection (cX2) of this section. With 
respect to any parcel conveyed punuant to this title, the license 
shall terminate upon conveyance of such parcel.

(eXl) Interim conveyances and patents issued to the State punu­
ant to subsection (b) of this section shall confirm, convey and vest in 
the State all reservations to the United States (whether or not 
expressed in a particular patent or document of title), except the 
unexercised reservations to the United l  e* for future rights-of- 
way made or reouired by the first section of the Act of March 12, 
1914 (43 U.S.C. 975d). The conveyance to the State of such reserve- 
tions shall not be afiisctad by tha rtpeal of such Act under aaction 
615 of this titls.

(2) In the license granted under subsection (bXIXO of this notion 
and in all conveyances made to the State under this title, there shall

•  be reserved to the Secretary of the Interior, the Secretary of Defense
and the Secretary of Agriculture, as appropriate, existing easements 
for administration (including agency transportation an {futility pur­
poses) that are identified in the report required by section 605(a) of 
this title. The appropriate Secretary may obtain, only after consent 
p f the State, suen future easements as are necessary for administra­

tio n . Existing and future easements and use of such easements shall 
not interfere with operations and support functions of the State- 
owned railroad.

(3) There shall be reserved to the Secretary of the Interior the 
right to use and occupy, without compensation, five thousand square 
feet of land at Talkeetna, Alaska, as described in ARR lease num­
bered 69-25-0003-5165 for National Park Service administrative 
activities, so long as the use or occupation does not interfere with 
the operation of the State-owned railroad. This reservation shall be 
effective on the data of transfer under this section or tha expiration 
date of such lease, whichever is later.

(dXl) Prior to the date of transfer, the Secretary shall certify that 
the State has agreed to operate the railroad aa a rail carrier in 
intrasutc and interstate commerce.

(2XA) Prior to the date of transfer, the Secretary shall also certify 
that the State has speed to assume all rights, liabilities, and 
obligations of the Alaska Railroad on the data of transfer, including 
leases, permits, licenses, contracts, apeementa, claims, tariffs, 
accounts receivable, and accounts payable, except as otherwise pro­
vided by this title.

(B) Notwithstanding the provisions of subparagraph (A) of this 
paragraph, the United States shall be solely responsible for—

(i) all claims and causes of action against the Alaska Railroad 
that accrue on or before the date of transfer, regardleaa of the 
date on which legal proceeding asserting such claims were or 
may be filed, except that the United States shall, in the caae of
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any tort claim, only ba napocucbl* for any such claim against I 
tba Uni-tad Statae that aceruas before the data of transfer and 
ratal ta ia aa award, com promise, or aattiemeat of more than 
>2,500, and tha United States shall not compromise or tattle any 
daim moulting ia State liability without tba consent of the 
State, which ooesenl shall not ba unreasonably withhold; and 

(U) all claims that roaultad in a judgment or award against 
tha Alaaka Railroad bafora tba data of transfer.

(O For pazpoM of subparagraph (B) of this paragraph, tha tarm 
■accrue” shall hart tha meaning oontainad ia section 2401 at titla 
28, United Staten Coda.

(3XA) Prior to tha data of transfer, the Secretary shall alao certify 
that tha State-owned railroad has established arrangements pursu­
ant to section 607 of this title to protact tha employment interests of 
employeas of tha Alaska Railroad during tha two-year period com­
mencing on tha data of transfer. These arrangements shall irHH*

P U B L I C  L A W  97-468— J A N .  14, 1983 96 S T A T .  2561

(i) which ensure that the State-owned railroad will adopt 
collective bargaining apeementa in accordance with the prorv- 
■oca of subparagraph (a) of 'Ids paragraph;

(iil for the retention of all employees, other than officers of 
the Alaska Railroad, who alact to transfer to the State-owned 
railroad ia their same positions for the two-year period com­
mencing on the data of transfer, except ia cases of reassign­
ment, separation for cause, resignation, retirement, or lack of 

,  work;
{  (iii) for the payment o f ’Sensation to transferred employee*

(other than employees «f\ .ridad for in subparagraph (E) of 
this paragraph), except m of separation for cause, resign* •

1 tion, retirement, or lack... k, for two years commencing on the
date Of transfer at or t.SA'i the base r alary levels in c/Tect for 
such empioyeas ea the data of transfer, uni see the parties 
otherwise agree during that two-year period;

(hr) for priority of reemployment at the State-owned railroad 
during the two-year period commencing on the date of transfer 
for transferred employees v, >  art separated for lack of work, in 
accordance with subparagrap (O of this paragraph (except for 
officers of the Alaska Railroad, who shall receive such priority 
for one yaar following the date of transfer);

(v) for credit during tha two-year period commencing on the . 
data of transfer for accrued annual and sick leave, seniority 
rights, and relocation and turnaround travel allowances which 
have been accrued during their period of Federal employment 
by transfarad employ ee retained by tha State-owned railroad 
(except for officers of tha Alaaka Railroad, who shall receive 
eucb credit for one year following tha data of transfer);

(vi) for payment to transferred empioyeas retained by the 
State-owned railroad during tha tw^year period commencing 
an the date of transfer, including for one year officers rstaiceo 
or separated under subparagraph (X) of this paragraph, of an 
amount equivalent to the cost-of-living allowance to which they 
are entitled as Fsderal employees on the day before the date of 
transfer, ia accordance with the provisions of subparagraph (D) 
of this paragraph; sad

(vii) for health and life insurance programs for transferred 
employees retained by the Stat^owned railroad during the two- 
year period commenting on the date of transfer, substantially

£  -  (c?



96 STAT. 2562 PUBLIC LAW 97-468—JAN. 14,1983

5 U3C 7101 «t

JUport to
Confrwi 
and Suit# 
la c u la tu r r  
45 USC 1204.

equivalent to Oa Federal health and life insurance program* 
available to empioyeas on the day before the date or traiafer 
(except for officers of the Alnska Railroad, who shall receive 
wch credit for one year following the date of transferX

(B) The State-owned railroad shall adopt all collective bargaining 
agreements which are ia effect oa the date of transfer. Such agree­
ments shall continue ia effect for the two-year period commencing 
on the date of transfer,runJeaethe parties agree to the contrary 
before the expirationvof that two-year period. Such egreementa shall 
be renegotiated during the two-year period, unless the parties agree 
to tbo contrary. Any labor-management negotiation impasse de­
clared before the date of transfer shall he settled in accordance with 
chapter 71 of title 5, United States Code. Any imp su e declared after 
the dete of transfer shall be subject to applicable State law.

(C) Federal service shall be included in the computation of senior­
ity for transferred cmployeee with priority for reemployment, as 
provided in subparagraph (AXiv) of this paragraph.

(D) Fajment to transferred employees pursuant to subparagraph 
(AXvi) of this paragraph shall not axcaed the percentage of any 
transferred employee’s base salary level provided by the United 
States as a cost-of-living allowance on the day before the date of 
transfer, unless the parties agree to the contrary.

(El Prior to the date of transfer, the Secretary shall also certify 
that the State-owned railroad has agreed to the retention, for at. 
least one year from the date of transfer, of the offices of the Alaska 
Railroad, except in cases of separation for cause, resignation, retire­
ment, or lack of work, at or above their base salaries in tffeet on the 
date of transfer, in such positions as the State-owned railroad may 
determine; or to the payment of lump-eum severance pay in an 
amount equal to such base salary for one year to officers not 

..retained by the State-owned railroad upon transfer or, for officers 
separated within one year on or after the date of transfer, of a 
portion of such lump-sum severance paymer' (diminished pro rata 
tor employment by the State-owned railroad within one year of the 
data ot transfer prior to separation).

(4) Prior to the date of transfer, the Secretary shall also certify 
that the State has agreed to allow representatives of the Secretary 
adequate access to cmployeee and records of the Alaska Railroad 
when needed for the performanc* of functions related to tha period 
of Federal ownership.

(5) Prior to the date of transfer, the Secretary shall also certify 
(hat the State has agreed to compensate the United States at the 
value, i f  any, determined pursuant to section 605(d) of this title.

TXAKirnoM rauoo

Src. 605. (a) Within 6 months altar the data of enactment of this 
Act, the Secretary and the Governor of Alaska shall jointly prepare 
and deliver U> *V.e Congress of the United States and the legislature 
of the State a report that describes to ths extent possible the rail 
properties of the Alaska Railroad, the liabilities and obligations to 
be assumed by the State, the sum of money, if any, in the Alaska 
Railroad Revolving Fund to be withheld from the State pursuant to 
•action 603(8XC) of this title, and any personal property to be 
withheld pursuant to section 603(8XD) of this title. The report shall 
separately identify by the best available descriptions (1) the rail 
properties of the Alaska Railroad to be transferred pursuant to

e - 7



section 604(b)(1) (A), ®X and CD) of this tHle; ©  the n il properties trj \
ba subject to tba license grantod pursuant to aastioa SWfbXlXC) of ;
this title; and (3) tba seat manta to ba rm n rri pursuant to aactioa 
604<cX2) of this this. Tba Secretaries of Agriculture, Defense, and 
tba Interior and tha Adminiatrator of the General Sarrioaa Adminis- 
tratioa shall provide tba Secretary with all information and aarist- 
anoa necessary to allow tba Smsnury to complete too report within 
tba time required.

<b) Durian tha period from tba data of enactment of this Act until 
tha data of transfer, tba Slate shall haw tba right to inspect, 
analyse, photograph, photocopy aad otherwise evaluate all »  the 
rail properties of the Alaaka Railroad and all record* related to the 
rail properties of the Alaska Railroad maintained by any afeacy of 
the linked States under oonditioas established by the Secretary to 
protect J j# confidentiality of proprietary burinaes data, personnel 
records, and other information, the public disclosure of which is 
prohibited by law. During that period, tha Secretary and tha ALuka 
Railroad eh all not, without the consent of tha State and only in 
conformity with applicable law and tha Memorandum of Under' 
standing referred to in faction 606fbXS) of this title—

(1) make or incur any obligation to make any individual 
capital expenditure of money from the Alaaka Railroad Revolv- 
ing Fund in exoeas of JSOO.XK);

(2) (except aa required by law) aaQ. exchange, give, or other* 
wise transfer any real property included in the rail properties of 
the Alaska Railroad; or

(3) laase any rail property of the Alaska Railroad for a term ia 
excess of five years.

(c) Prior to transfer of the rail properties of the Alaaka Railroad to 
the State, the Alaska Railroad's accounting practices and systems 
shall be capable of reporting data to the Interstate Commerce 
Commission in To rm at* required of comparable rail carriers subject 
to the jurisdiction of the Interstate Commerce Commission.

(dXl) Within nine months after the date of enactment of this Act, 
the United States Railway Association (hereinafter in this section 
referred to aa the "Asaooation”) shell determine, the fair market 
value of the Alaska Railroad under the terms and conditions of this 
title, applying such procedures, methods and standards as art gener­
ally accepted as normal and common practice. Such determination 
shall include an appraisal of tha real and personal property to be 
transferred to the Slate pursuant to this title. Such appraisal by the '
Association shall be conducted in the usual manner in accordance 
with generally accepted industry standards, and shall consider the - 
current fair market value and potential future value if used ia 
whole or in pert for other purpoeee. The Association shall take into 
account all obligations imposed by this title end other applicable 
lew upon operation and ownership of the Slate-owned railroad. In 
making such determination, the Aanriation shall use to tba 
maximum extent practicable all relevant data and information, 
including, if relevant, that contained in tba report prepared pursu­
ant to subsection (a) of this section.

(2) The determination made pursuant to paragraph (1) of this 
subsection shall not be construed to affect, enlarge, modify, or 
diminish any inventory, valuation, or classification required by the 
Interstate Commerce Commission pursuant to subchapter V of chap­
ter 107 of title 49, United States Code (49 U.S.C. 10781 at seq.X
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(a) Section 202(a) of the Regional RaH Reorpminition Act of 1973 
is amended—

(1) by striking "aad" at tha cad of paragraph C9Y,
(2) by striking the period at the end of paragraph (10) and 

inserting ia lieu thereof **; aad"; aad
(3) by adding at the tail thereof the following new paragraph:
“(11) determine the value of the Alaaka Ra' /oed, aa required

by aaction 605 of the Alaaka Railroad TranJcr Act of 1982.".

LAJfSS TO BS TXAXXrXXXD

Sic. 606. (a) Landa among the rail properties of the Alaaka 
Railroad shall not be­

ll) available for selection under section 12 of the Act of 
January 2, 1976, as amended (43 U.S.C. 1611. note), subject to 
the exception contained in section 12<bX8XiXD) of such Act, aa 
amended by subsection (dX5) of this section;

(2) available for conveyance under section 1425 of the Alaaka 
National Interest Lands Conservation Act (Public Law 96-487; 
94 Stat. 2515);

(3) available for conveyance to Chugaeh Natives, Inc, under 
sections 1429 or 1430 or the Alaska National Interest Lands 
Conservation Act (Public Law 96-487; 94 Stat. 2531) or under 
sections 12(c) or 14(hX8) of the Alaska Native CTaims Settlement 
Act (43 U.S.C. 1611(c) and 1613(hX8), respectively); or

(4) available under any law or regulation for entry, location, 
or for axchange by the United States, or for the initiation of a 
claim or selection by any party other than the State or other 
transferee under this title, except that this paragraph shall not 
prevent a conveyance pursuant to section 12ibX8XiXD; of the Act 
of January 2,1976 (43 U.S.C. 1611, note), as amended by subsec­
tion (d X 5) of this section.

(bXlXA) During the ten months following the date of enactment of 
this Act, so far as practicable consistent with the priority of prepar­
ing the report required pursuant to section 605(a) of this title, the 
Secretary of the Interior, Village Corporations with claims of valid 
existing rights, and the State shall review and make a good faith 
effort to settle as many o f the claims as possible . Any agreement to 
settle such claims shall take effect and bind the United States, the 
State, and ths Village Corporation only aa of the dau of transfer of 
the railroad.

(B) At the conclusion of the review and settlement process pro­
vided in subparagraph (A) of this paragraph, the Secretary of the 
Interior shall prepare a report identifying lands to be conveyed in 
accordance with settlement agreements under this title or applica­
ble law. Such settlement shall not give rise to a presumption as to 
whether a parcel of land subject to such agreement ia or is not 
public land.

(2) The Secretary of the Interior shall have the continuing juris­
diction and duty to adjudicate unresolved claims of valid existing 
rights punuant to applicable law and this title. The Secretary of the 
Interior shall complete the final administrative adjudication 
required under this subsection not later than three yean after the 
date of enactment of this Act, and shall complete the survey of all 
lands to be conveyed under this title not later than five yean after 
the date of enactment of this Act, and after consulting with the 
Governor of the State of Alaska to determine priority of survey with
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c regard to other lands being prix— 11J for p o in t to tbo Stata. Tb* 
Secretary of tho Iatorior anal] giro priority to tha adjudication of 
Village Corporation da im i as required is this section Upon oosnple- 
tioa o f the wview sod settlement ptocbm rsquirsd by paragraph 
OXA) o f this subssctioa. w ith raspsct to lands act subject to sn 
agreement under such paragraph, the Sserstary of the Interior shall 
adjudicate which Lands subject to claims of valid existing rights filed 
by Village Corporations, i f  any, are public lands aad shall complete 
such final administrative adjudication w ith in two years after the 
data o f enactment of this Act.

(S) Pending settlement or final administrative adjudication of 
of valid existing rights filed by Village Corporations prior to 

the date of transfer or while subject to the license granted to the 
State punuant to section 504(bXlXC) at this title, lands subject to 
such claims shall ba managed in accordance with the Memorandum 
of Understanding among tha Federal Railroad Administration, the 
State, Eklutna, Incorporated, Cook Inlet Region. Incorporated (as 
that term is used in section 12 of tha Act of January 2, 1976 (Public 
Law 94-204; 89 Stat. 1150)), and Toghotthele Corporation, executed 
by authorised officen or reoraaentitivaa o f each of theac entities. 
Duplicate originals of the Memorandum of Understanding shall be 
maintained and made available for public inspection and copying in 
the Office of the Secretary, El Washington, District of Columbia, and 
in the. Office o f tha Governor at tha State of Alaska, at Juneau,

(4) Tha following procedures and requirements are established to 
promote fina lity of administrative adjudication of claims of valid 
■existing rights filed bv Village Corporations, to clarify and simplify 
the title  st*i:us of lands subjsct to such claims, and to avoid potential 
impairment o f railroad operations resulting from jo in t or divided 
ownership in substantial segments of right-of-way:

(AXi) Prior to Anal administrative adjudication of Village 
Corporation claims of valid existing rights in land subject to tne 
license granted under aaction 504(bXlXOof this title, the Secre- 
tary of the Interior may, notwithstanding any other provision of 
law, accept relinquishment o f so much of such claims as 
involved lands w ith in tha right-of-way through execution o f an 
agreement with the appropriate Village Corporation effective 
on or after the date of transfer. Upon such relinquishment, the 
interest o f the United States in 'the rightof-way shall be con­
veyed to ths State punuant to section 6Q4(bXlXB) or (2) of thia 
tide.

(ii) W ith respect to a claim described ia clausa fl) o f this 
subparagraph that is not settled or relinquished .prior to final 
administrative adjudication, the Congress finds that exclusive 
control over the right-of-way by the Alaska Railroad has been 
and continuea to ba necessary to afford sufficient protection for 
safe and economic operation of tha railroad. Upon failure cf tha 
interested Village Corporation to relinquish so much of its 
claims as involve lands w ith in tha right-of-way prior to final 
adjudication of valid existing rights, the Secretary shall convey 
to the State punuant to section 604(bXlXB) or (2) of thia title all 
right, title and Interest of ths United States in and to tha right* 
o f way free and dear of such Village Corporation’s claim to and 
interest in lands within such right-of-way.

(B) Where lands within the right-of-way, or any interest in 
such Linds, have been conveyed frcm Federal ownership prior to



#
I

96 S TAT  2566 PUBLIC LAW 9 'M 68~JA N . 14,1983

*
43 USC 1611

the data o f enactment o f thia Act, or ia subject to a claim f t  n l id  
aarii t ing rights by a party other than a Village Corporation, the 
conveyance to tha State o f tha Federal internet in auch prop* 
artiaa punuant to aaction 604(bXlXB) or (2) o f thia title  
grant not laaa than aa ezeluaivw-iiae easement in auch proper* 
tiaa. TL'm foregoing requirements ahali not bo sonstrued to 
perm it tha conveyance to tha State o f laae than the entire 
Federal internet in the ra il propertiae o f tha Alaaka Railroad 

*  required to be eonveyed by aaction 604(b) o f thia title. I f  an 
action is commenced against tha State or tha United States 
contesting the va lid ity o f existence of a reservation of right-of- 
way for tha use or benefit of the Alaska Railroad made prior to 
the date of enactment of this Act, the Secretary of the Interior, 
through the Attorney General, shall appear in and defend such 
action.

(cXl) The final administrative adjudication pursuant to subeection 
(b) o f this section shall be final agency action and subject to judicial 
review only by an action brought in the United States D istrict Court 
for the D istrict o f Alaska. Review o f agency action punuant to this 
tit le  shall be expedited to the same extent as the expedited review 
provided by section 1108 of the Alaska National Interest Lands 
Conservation Act (16 U &C . 2168).

(2) No administrative or judicia l action under this title  ahull 
enjoin or otherwise delay the trmmfer o f the Alaska Railroad punu ­
ant to this title, or substantially impair or impede the ope rations of 
the Alaska Railroad or the State-owned rJ.lraed.

(3) Before the date o f transfer, the State ahall have standing to 
participate in any administrative determination or judicial review 
punuan t to this title. I f  transfer to the State does not occur punu* 
ant to auction 604 of this title , the State shall not thereafter have 
standing to participate in any such determination or review.

(dXl) Section 12(oX7Xi) o f the Act o f January 2, 1976 (Public Law 
94-204) is amended—

(A) by strik ing "subsection 12(bX6)" and inserting in lieu 
thereof section 12(b) (5) and (6)” ;

(B) by striking “ 12(bX7Xii}”  and inserting in lieu thereof 
" lg b X T X W ;

(O  by striking “ crediting" and inserting in lieu thereof "using'';
(D) by striking "th is subeection 12(bX<XiXb)" and inserting in 

lieu thereof "these subsections 12(bX7) (iXb) or (ii)";
(E) by striking "State”  in tha last eentence and inserting in 

lieu thereof "state” ; and
(F) by strik ing the penultimate sentence.

(2) Section 12(bX7) of such Act is amended—
(A) by red as ign iting  subsections (ii) through (hr) as subeec* 

tions (iv) through (viX respectively; and
(B) by inserting immediately after subsection (i) the following

Td ) Subject to the exceptions stated in section 12(bX9), and not­
withstanding the foregoing subeection 12(bX7Xi) and any provision of 
any other law or any implementing regulation inconsistent w ith this 
subsection, un til the obligations of the Secretary and the Adminis­
tra tor of General Service* under section 12(b) (5) and (6) a rt otherwise 
fu lfilled:

*%A) concurrently w ith the commencement o f screening of 
any excess real property, wherever located, for utilization by 
Federal agendas, the Adm inistrator of General Services shall

E - t t



notify the Region that such proparty may ba available tor ^
conveyance to tha Region opoa negotiated aale. W ithin fifteen }
days of tba data o f receipt o f auch notice, tha Region s a y  advise 
tha Adm inistrator that tbara ia a tentative a aad for the prep- 
arty to ftilf il l tha obligations aatabliahad under section 12(d) (5) o u a c l in  
and (6). I f  the Administrator determines the property should be 
dispoeed c f by transfer to the Ration, tha Adm inistrator or 
other appropriate Federal ocudal shall promptly traaafer such

PUBLIC LAW  97-46S-JAJ*. 14, 1983 96 STAT. 2567

J) ao disposition vr conveyanee o f propert y under this 
subsection to tha Region shall be made un til tne Administrator, 
after notice to affected State and local governments, has pro­
vided to them such opportunity to obtain the property ss is 
recognized ia title  40, United States Code aad tha regulations 
thereunder for the disposition or conveyance of surplus 
property; and

"(O  as used ia this subsection, 'real property’ means any land "1U*J 
or interests in land ovmed or held by the United States or any pvp"*y " 
Federal agency, any improvements on such land or rights to 
the ir use or exploitation, aad any personal property related to 
the land.

“ (iii) I f  the Region accepts any conveyance under section 12<bX7)
G) or (ii), i t  shall be ia exchange for acres or acre-equivalenu as 
provided in subparagraph I(CX2Xe) o f the document referred to in 
this section, except that, after the obligation of the Secretary and 
the Adm inistrator under subparagraph KCX2Xf) of that document 
has been fulfilled, the eera 'equivalents under subparagraph 
RCX2XeXiiiXA) shall be one-half the valued increment therein 
stated. The entitlement of the Region under section 12(b) of this Act 
ahsll be reduced by the number of acras or acre squivalenta attrib­
uted to the Region under this subeection. The Secretary and the 
Adm in is tra to r*™  directed to execute an agreement wi ih the Region 
which shall conform substantially to ths ‘Memorandum of Under­
standing Regarding the Implementation of Section 12fbX7)\ dated 
September 10, 1982, and submitted to ths Senate Committee on 
Commerce, Science, and Transportation. The Secretary, the Admin­
istrator and the Region may thereafter otherwise agree to proce­
dures to implement responsibilities under this section l2fbX7), 
including establishment o f accounting procedures and the delega­
tion or reassignment o f duties tinder this statute.” .

(3) Section 12(bX7Xiv) of such Act, as so redesignated by paragraph ' 43 use 16U
(2) of this subsection, ia amended—

(A) by striking "surp lus" ths firs t pleco It appears therein;
(B) by inserting immediately before the period at the end of 

the first sentence the following; “or paying for the conveyance 
of property pursuant to eubeeetions (i) or (ii)

(C) by inserting immediately after "account shall ba”  the 
following: "the sum ot f i r ;

CD) by striking “ KCX2X*r and inserting in lieu thereof 
“ I(CX2XeXiiiXA

(E) by striking "the effective data o f this subsection” , and 
inserting in liuu thereof "December 2,1980” ;

CF) by striking "and shall ba adjusted”  and inserting in lieu 
thereof "And (2) one-half the acre or acre-equivalent exchange 
value under subparagraph 2(CX2XeXiiiXA) of ten townships 
fewer than the unfulfilled entitlement of the Region on the 
seme date to acres or acrt-equivalenta under paragraph KCXl)
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o f t in  document referred to is  this eection. The balance of the 
property account iha ll be adjusted in accordance w ith tit hear 
non 12tbK7Xiiir; aad

(O) by striking “ subeection 12toX6T and inserting in lieu 
thereofSection 12(b) (5) and (6)".

41 use l l l l  (4) Section 12(bX7Xy) o f such Act, as so redesignated by paragraph
■**». ff) o f this subsection. Is amended by striking subsection iii) and

inserting in lieu thereof “ subsection ( i t / ’. 
n  use 1*11 (5) Section 12(bX8) of such Act is amended to read as fo ilowr

“ 12fbX8). Subject to the exceptions stated in section 12fbX9), and 
notwithstanding any prurisiocs o f law or implementing regulation 
inconsistent w ith this section:

“U) The deadline* in subparagraphs 1 0 2 )  (a) and (g) o f the 
document referred to in this section shall be extended un til the 
Secretary's obligations under section 12(b) (5) and (6) are ful- 
filled: Prw ided, T h a t

“ (A) the obligation o f tha Secretary under subparagraph 
KCX2X*) o f auch document shall terminate on such date, 
after Ju ly 15, 1984, tha t the Secretary has fulfilled his 
obligation under subparagraph I(CX2Xx) of that document:
Provided, That the obligation o f the Secretary under sub- 
paragraph l(CX2Xg) o f such document shall be fulfilled at 
•uch date, after July 15,1984, that the sum of the acree or 
acre-equivalente identified for and placed in the pool and 
the acree or acre-equivaJenti used by the Region in pure has- M )
ing property under section i^bX7) equxls or exceeds 138,240 ^
scree or acre-equivalenta;

“ (B) the authority of the Secretary under subparagraphs 
I(CX2Xb) and KCX2XgXii) o f such document to contribute to 
the pool created under subparagraph I(CA2Xa) of such docu­
ment shall terminate (a) on July 15, 1984, if, by that dale, 
the Secretary has fulfilled his obligation under subpara­
graph I(CX2) (g), or (b) i f  not, on such date after July 15,
1984 as such obligation is fulfilled, or (c) i f  such obligation 
remains unfulfilled, on Ju ly 15,1987;

“ (C) ths concurrence by the State as described in subpara­
graphs I(CX2XaXvi) and I(CX2Xc) of the document referred to 
In this section shall be deemed not required after the 
Secretary has fulfilled his obligation under subparagrapn 
KCX2Xg) o f tha t document, but in no event after Ju ly 15.
1987. In lieu o f such concurrence, after 1984 as to m ilitary 
property, and aftar the Secretary has fulfilled his obligation 
under subparagraph I(CX2Xg) or that documsnt or Ju ly 15,
1987, whichever is earlier, as to any other property, except 
property o f the Alaska Railroad which is governed by sub­
section 12fbX5XiXD) o f this Act, the Secretary shall not 
place any lands in the selection pool referred to in subpara­
graphs I(CX2) (a) and (g) o f the document referred to in this 
section without the pno,. written concurrence o f the State.
Such concurrence shall be deemed obtained unless the 
State advises the Secretary w ith in ninety days of receipt of 
a formal notice from the Secretary that he is considering 
placing property in the selection pool, that the State, or a 
municipality of the StaU which includes all or part ef the 
property in question, requires the property for a public 
purpose o f the StaU or municipality; an *  9
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“ (D) notwithstanding section tG&kXZ) at the A lu k i  Rail- !
road Tranaftr Act at 1982, tha Secretary may include prop* ^  *  tU4. 
arty o f tha Alaaka Railroad in tha pool at lands to ba made 
available for selection to tha extent that ha is author*- Jl to 
do bo on dor a provision o f aaction 12(b) o f thia Act i f  tha 
StaU consents to its inclusion, which consent is not subject 

* to any UmiUtion under subsection 12(bX8XiXO herein: Pro- A**, jl tm .
video. That, while the Alaska Railroad is the property  of 
the United States, the Secretary shall obtain the consent of 
the Secretary o f Transportation prior to including such 
property: And providedfurther, That, i f  the transfer f  the 
AJisks Railroad to the S u u  doee not occur punuant to the 
terms of the Alaska Railroad Transfer Act of 1982 or to y  Am* jl ism. 
amendments thereto, the SUU ’s consent shall be deemed 
obtained uniam the StaU adviaee the Secretary in writing, 
with in ninety days o f receipt o f a formal notice from the 
Secretary that be is considering piecing such property in 
the selection pool, that the S u u , or a municipality of the 
SUU  which includes all or pert o f the property in question,

• requires ths property for a public purpaee of the S u u  or 
the municipality.

“ (ii) In addition to the review required to identify public lands 
under section 9(e) o f the Alaska Native Claim* Settlement Act _•  (43 U.S.C, 1602(e)), the Secretary shall identify for inclusion in

^  the pool all public lands (as such term is used under section 3(e) “
(  o f the Alaska Native Claims Settlement Act (43 U.S.C. 1602(e)),
v - os described in subparagraph KCX2XaXv) of the document

referred to in this section, end shall, in so doing, review all 
Federal installations w ith in the boundaries of the Cook Inlet 
Region whether w ith in or without the areas withdrawn pursu­
ant to section 11 o f tho Alaska Native Gaims Settlement Act (43 
U.S.C. 1610) or by tha Secretary acting under authority con- 
tnined in that section: Provided, That no such additional review 
under such subparagraph ahall be required of m iliU ry installa­
tions or o f such othsr installations as may be mutually excluded 
from review by the Region and ths Secretary: And provided 
further, That tne Secretary shell not review any property of the 
Alaska Railroad unlaas such property becomes available for 
selection pursuant to subeection 12(bX8XiXD).

“ (iii) The concurrence required of the State ae to the inclusion ■ 
o f any property in the pool under subparagraph l(CX2Xb) of the 
document referred to in this section shall be deemed obtained 
unlees the State advisee the Secretary in writing, w ith in ninety 
days of receipt o f a formal notice from the Secretary that the 
Secretary is oonsidsring placing property in ths selection pool, 
that the State, or a municipality of the State which includes all 
or pert o f the property in question requires the property for a 
public purpose of the State or the munitipalify.

“ (iv) The deadline# in subparagraph UCXlXb) o f the document 
referred to in this section ahall be extended for an additional 
twenty-four months beyond the dates established in the Act of 
Ju ly 17,1980 (Public Lew 96-311; 94 Stat. 947).

(y) On or before January 15,1985, the Secretary shall report £ •*** u  
to the Congress w ith respect to: Cemcnm. .

“ (A) such studies and inquiriss as shall havs been in iti­
ated by ths Secretary and the Adm inistrator of General 

Service*, or havt bean prepared by other holding agendas.



I to determine what lands, excrpt for lands bald *Jby the 
Alaska Railroad or the State-owned railroad, w ith in the 
boundaries of the Cook In le t Region or elenrbere can be 
made available to the Region, to the extent o f its 
entitlement;

“ (B) the fu s ib ility  end eppropriete nature of reimburse­
ment o f the Region for its unfulfilled entitlement es valued 
in  subeection l£bX7Xiv) o f this Act;

"(O  the extent to which implementation of the mecha­
nisms established in section l«bX7) promise to meet such 
unftdfilled entitlement;

“CD) such other remedial legislation or administrative 
action as may be needed; end 

“ (E) the need to terminate any mechanism established by 
law through which the entitlement of the Region may be 
completed?’.

41 use l in  (6) Section 12(b) o f such Act is amended by adding at the end 
thereof the following:

“ 12(bX9). No disposition or conveyance o f property located w ith in 
e ft*  a tSfii the State to the Region under section 12(bX6), 12fbX7) and 12CbX8). as 

amended, shall be made i f  the prop-riv is subject to an express 
weiver o f rights under the provisions or subparagraph I(CX2Xf) of 
the document referred to in this trzh ja , or i f  such disposition or 
conveyance violates valid rights, including valid selections or valid 
authorized agreements, of Native Corporations (as such term is used 
in section 102(6) o f the Alaska National Interest Lands Conservation A
Act (16 U.5.C. 3102(6)) or the Stat* existing.sf the time of such 

48 use not* disposition or conveyance under section 6 o f Public Law 85-508. as
fTT.J-1 amended (excepting section 906(e) o f the Alaska National Interest 
41 use 1*35 ^  Lands Conservation Act), sections 12(a), 12(b), 16(b) or 22(f) of the 
43 use 1611. Alaska Native Claims Settlement Act, section 12(h) o f the Act of

, January 2, 1976(Public Law 94-204; 89S ta t 1154), or sections 1416,
43USC 1418 through 1425(inclusive), 1427 through 1434 (inclusive), or 1436
94 Sut. 2499. o f the Alaska National Interest Lands Conservation A c t Provided,
2501-2515. Kowevtr, That nothing w ith in this subsection 12(bX9) shall diminish
2518-2544,2546 ruch rights and priorities as the Region has under section 12(b) of 
43 use 1611 the Act of January 2, 1976 (Public Law 94-204; 89 S ta t 1151), as

amended by section 4 o f the Act o f October 4, 1976 (Public Law 
94-456; 90 S ta t 1935), section 3 o f the Act o f November 15, 1977 
(Public Law 95-178; 91 Stat. 1369), section 2 of the Act of August 14,
19/9 (Public Law 96-55; 93 S ta t 386), the Act of July 17,1980 (Public 
Law 96-311; 94 S ta t 947), and section 1435 of the Alaska National 
Interest Lands Conservation A c t 

M12(bX10). For the purpose o f its incorporation into this aaction, 
paragraph I(CXl) o f the document referred to in this section is 
amended as follows (1) by striking ’withdrawn’ and inserting in lieu 
the reo f‘withdrawn or formerly withdrawn’; (2) by striking 17(dXl)* 
and inserting in lieu thereof '17(dXl) and (2)'; and (3) by striking the 
last sentence o f subparagraph KCXIXa) and inserting in lieu thereof 
the following: 'Cook In let Region, Incorporated shall not nominate 
any lands w ith in the boundaries o f any conservation system unit, 
national conservation area, national recreation area, national 
forest, defense w ithdrawal or any lands that were made available to 
the State for selection pursuant to sections 2 and 5 o f the Stote- 
Federal Agreement of September 1,1972.'.
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“ ISCbXlll. Notwithstanding the provisions of wctieo 906 of the *
Alaska National Interest Land* Conservation Act aad MCtioo 6(i) of 4* U K 105. 
tba Alaaka Statehood Act (72 Stat. 839): m U K  mu

“ li) 77m StaU is hereby authorised to convey to tha Unitad »•*• n - 
Su ta t for reconveyance to the Region, aad tba Secretary is 
diractad to accept aad so raeonvey, land* tentatively approved 
for patant or pataatad to tba S u u , i f  tha S u u  aad tha Region 
anu r into aa agreement that such lands shall ba reconveyed to 
tha Region U  fu lfill all or part o f iU  eatitlamant under para­
graph 1(0(1) o f tha document referred to ia this section: Pro­
vided. That tba acreage of laads conveyed to the Unitad Sut*s 
under thia provision shall ba addad U  tha S u u 's  unfulfilled 
entitlement pursuant U  aaction 6 o f tha Alaska Suuhood 
Act, and tha number o f townships to ba Dominated, pooled, 
struck, salactad aad oonveyed punuant to paragraph ttCXl) of 
tha document refer red to ia this section shall be reduced 
accordingly.
. “ (ii) The Secretary ia diractad U  oonvey to tha Region lands 

salactad by tha S tau prior to Ju ly 18, 1973 or punuant to 
aactionj 2 and 5 o f tha State-Federal Agreement of Sepumber 1,
1972, i f  tha StaU relinquishes such selections and aaU n into an 
agreement w ith tha Prrion that such lands shall ba reconveyed 
to tha Region to fu lfill a ll or part o f iU  eatitlamant under 
paragraph UCXl) c f t i j  document referred to ia this section, 
and the number of townships to be nominated, pooled, struck,
•elected and conveyed punuant to paragraph I(CXl) of tha 
document referred to ia this aaction shall ba reduced 
accordingly.

“ (iii) tn e  Secretary, ia tha Secretary's discretion, is author­
ized to enter into an agreement with tne State and tha Region 
to implement tha authority contained ia this section 12fbUl), 
which agreement may provide for conveyances directly from the 
State to the Region. Conveyances directly conveyed shall be 
deemed conveyances from the Secretory punuant to the Alaaka 
Native Gaims Settlement Act (43 U-S.C. 1601 at aeq.).".

(e) The S tau shall be liable to a party receiving a conveyance of 45 UK  1205. 
land among the rail properties of the Alaska Railroad subject to the 
license granted punuant to section 604(bXlXQ of this title for 
damage resulting from use by the State o f the land under such 
licence in a manner not authorized by such license.

B i n e r n a a  o r  ths alasxa s a m o a d

Stc. 607. (aXl) Any employees who elect to transfer to the State- 45 U K  tsoc 
owned railroad and who on tha day befon the date of transfer are 
subject to the civil service retirement law (subchaptar H I of chapter 
83 of title  S, United States Code) shall, ao lone aa continually SUKB31. 
employed by the Statoownad railroad without a beak in service, 
continue to be subject to such law, exospt that tha State-owned 
railroad shall have the option o f oroviding benefits in accordance 
with the provisions o f paragraph (2) of this subsection. Employment 
h i t lu  State-owned railroad without a brack in continuity of service 
snail be considered to be employment by the United States Govern­
ment for purposes of subchapter EQ of chapter 83 of title  S, United 
S uu s  Code. The State-owned railroad ahall be the employing 
agency for purposes of section 8334(a) of title  5, United S uus Cods, 
and snail contribute to the-Civil Service Retirement aad Disability
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Fund t  Him m  provided by such section, n c tp t  tha t such Him shall 
b* determined by applying to tha total baaic pay (ac defined in 
aactioQ 8331(S) or title  5, Unitad States Code) paid to tha employe— 
ad tha State-owned railroad who a r t covered by tha d r f l — rvice 
retirement law, tha par oentum rata determined annually by the 
Director o f tha Office of Paraonnal Management to ba tba itraae of 
tba total normal oost par centum rata of tha civil service retirement 
tyvtem over tha employee deduction rata specified in aaction 8334(a)

' or titla  6, Unitad Stataa Coda. Tha State-owned railroad ahall pay 
in to tha Federal C ivil Service Retirement and Disability Fund that 
portion o f tha coat of administration of such Fund which is demon­
strated by the Director o f tha Office o f Personnel Management to be 
attributable to its employs— ,

(2) A t any time during the two-year period commencing on the 
data o f transfer, tha State-owned railroad shall have the option of 
providing to transferred employe—  retirement benefits, reflecting 
prior Federal — r ic e , in or substantially equivalent to benefits 
under the retirement program maintained by the State for State 
employe— . I f  the State decides to provide benefits under this para­
graph, the Stats shall provide sues benefits to all transferred em­
ployees, except those employe—  who w ill meet the age and service 
requirements for retirement under aaction 8336(a), G»X (e) or Cf) of 
t iu a  5, Unitad Stat—  Coda, w ith in five years after the date of 
transfer and who elect to remain participants in tha Federal retire­
ment program.

(3) I f  the State provid—  benefits under paragraph (2) of this 
subsection—

(A) the provisions o f paragraph (1) o f this subeection regard­
ing payments into the C ivil Service Retirement and Disability 
Fund for those employe—  who are transferred to tha State 
program shall have no further force and effect (other than for 
employe—  who w ill meet the age and service requirements for 
retirement under section 8336(a), (b), (c) or (f) of title  5, United 
Stat—  Code, w ith in five years after the date of transfer and who 
olect to remain participants in the Federal retirement pro­
gram); and

(B) a ll o f tha accrued employee and employer contributions 
and accrued interest on such contributions made by and on 
behalf of the transferred employe—  during their prior Federal 
— rvice (other than amounts for employe—  who w ill m— t theSe and service requirements for retirement under aaction 

36 (a), (b), (c) or (f) of title  6, United Stat—  Code, w ith in five 
years after the date o f transfer and who elect to remain partici­
pants in the Federal retirement program) shall be withdrawn 
from the Federal C iv il Service Retirement and Disability Fund 
and shall ba paid into the retirement fund utilized by the State- 
owned railroad for the transferred employees, in accordance 
w ith the provisions o f paragraph (2) of this subsection. Upon 
such payment, credit for pnor Federal — rvice under the Fed­
eral civ il — rvice retirement system shall be forever barred, 
notwithstanding the provisions o f section 8334 o f title  5, United 
Stat—  Code.

(b) Employe—  o f tha Alaska Railroad who do not transfer to the 
Stete-ownea railroad ehall ba entitled to all of tha rights and 
benefits available to them under Federal law for discontinued 
employees.

r
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(e) Transferred employees whdae employment with the S ta t* »
owned railroad i t  tarminatad during tha two-yea:r pariod commeno- 
in f co tha data of trantfar ahall ba astitlad to all of tha rights and 
benefits of discontinued employees that auch employees would ha rt 
had undar Federal law i f  their termination had occurred Immedi­
ately bafora tha data of tba transfer, except that financial compensa­
tion paid to officers of tha Alaaka Railroad ahall ba lia itad  to that 
compensation provided punuant to aaction 604(dX3XE) of thia titla.
Such employees ahall alio ba aotitlad to seniority and othar benefits 
accruad undar Federal law whila they wart employed by tha State- 
owned railroad oo tha aaaa boaia aa i f  auch employment had bean 
Fadaral service.

(d) Any employee who transfer* to the State-owned railroad undar 
thia title ahall not be entitled to lumpeum payment for unuaed 
annual leave undar aaction 5551 of title  5. Urn tad States Coda, but 
ahall be credited by tha State w ith tha unuaed annual laave balance 
at the time of tnna fcr.

STATS OMXATIOM
Sac. 608. (aXl) A fte r the data of transfer to the State punuant to a  USC 1207. 

section 604 of this title , the State-owned railroad ahall ba a rail 
carrier engaftd in interstate and foreign commerce subject to tha 
jurisdiction of ths In ternets Commerce Commission undar ehaptsr 
105 of subtitle IV  of tirJa 49, United States Coda, and all other Acts 
applicable to rail earners subject to that chapter, including tha 
antitrust laws of tha United states, except, so long aa it is an 
instrumentality o f tha S tau of Alaska, tha Railroad Retirement Act 
of 1974 (45 USC. 231 at too.), the Railroad Retirement Tax Act (26 
U.S.C. 3201 at aaq.), the Railway Labor Act (45 U.S.C. 151 at aaq.), 
the Act of Ap ril 22.1908 (45 UJ5.C. 51 at aaq.) (popularly nferred to 
as tha “ Fedfral Employen' L iab ility Act’ j ,  and tha Railroad Unem­
ployment Insurance Act (45 U.5.C. 351 at aaq.). Nothing in this title 
shall preclude tha State from explicitly invoking by law any exemp­
tion from the antitrust laws aa may otherwise ba available.

(2) The transfer to the Sute authorized by section 604 of this title 
and the conferral o f jurisdiction to the In te nU U  Commerce Com­
mission pursuant to paragraph (1) of this subsection are intended to 
eonfer upon the State-owned railroad ail business opportunities 
available to comparable railroads, including contract rata agree­
ments meeting the requirements of section 10713 of title 49, Unitad 
States Coda, notwithstanding any participation in such agreements 
by connecting water earners.

(3) A ll memoranda which sanction noncomplianc* with Fadaral 
railroad safety regulations contained in 49 CFR Parts 209-236, and 
which are in effect oa the data of transfar, shall continue in affect 
according to tha ir terms aa “ waivers of compliance" (as that term ia 
used in section 202(c) o f tha Fadaral Railroad Safety Act of 1970 (45 
U.S.C. 431(e))).

(4) Tha operation o f trains by the State-owned railroad shall not 
ba subject to tha requirement o f any Su ta  or local law wbieh 
specifies tba minimum number o f craw members which must ba 
employed in connection w ith tha operation o f such trains.

(5) Re venues generated by tha State-owned railroad ahall ba 
retained end managed by tbs State-owned railroad for railroad and 
related purposes.

(6XA) A fter tha data o f transfer, continued operation of ths Alaaka 
Railroad by a public corporation, authority or other agency of tha
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B u t*  shall be deemed to be an exercise of an essential governmental 
fttaction, and revenue derived from such operation ahall be-deemed 
to  accrue to the State for the puipcee* of aaction 115(aXl) of the 
In ternal Revenue Cod* o f 1954 (26 U.S.C. 115UX1)). Obligations 
loaued by such entity ahall also be deemed obligations o f the £5tate 
fo r the jK irpoe« of aaction 103UX1) of the Internal Revenue Code of 
1954 (26 U.5.C. 193<aXl)). but not obligations w ith in the meaning of 

*• section l03(bX2) o f the Internal Revenue Code of 1954 (26 U-5.C.
103(bX2)).

(B) Nothing in thia title  ahall be deemed or construed to aiTect 
customary tax treatment of private investment in the equipment or 
other assets that are used or owned by the State-owned railroad.

(b) As soon as practicable after the date of enactment of this Act, 
the Interstate Commerce Commission ahall promulgate an expe­
dited. modified procedure for providing on the date of transfer a 
certificate o f public convenience and necessity to the State-owned 
railroad. No inventory, valuation, or classification o f property 
owned or used by the State-owned railroad pursuant to rubchapter 
V  o f chapter 10r of title  49, United Sutee Code (49 U.S.C. 10781 et 
seq.) shall be required during the two-year period after the date of 
transfer. The provisions of the National Environmental Policy Act 
o f 1969 (42 UB.C. 4321 et seq.) and section 882(b) o f the Energy 
Policy and Conservation Act (42 U.S.C. 6362(b)) ahall not apply to 
actions o f the Commission under this subeection.

(c) The SUte-owned railroad shall be eligible to participate in all 
Federal railroad assistance programs on s basis equal to that of 
other ra il carriers subject to the jurisdiction of the Interstate Com­
merce-Commission under chapter 105 o f subtitle IV  of title  49, 
United States Code.

(d) A fte r the date of transfer to the State pursuant to aaction 604 
o f this title , the portion of the rail properties within the boundaries

-* o f the Chugach National Forest and the exdusive-use easement 
w ith in  the boundaries of the Denali National Park and Preserve 
shall be subject to lawa and regulations for the protection of forest 
and park values. The right to fence the exelusive-use easement 
w ith in  Denali National Park and Preserve ahall be subject to the 
concurrence of the Secretary o f the Interior. The Secretary of the 
In terior, or the Secretary or Agriculture where appropriate, shall 
not act pursuant to this subsection without consulting w ith the 
Governor o f the State of Alaska or in sueh a manner as to unreason­
ably interfere w ith continued or expanded operations and support 
ftuctions authorised under this title .

FVTVaZ UCHT»-Or-WAV
45 USC 1208. Sr . 609. (a) A fter the date o f enactment o f this Act, the State or 

State-owned railroad may request the Secretary of the Interior or 
the Secretary o f Agriculture, as appropriate under law, to expedi­
tiously approve an application for a right-of-way in order that the 
Alaska Railroad or State-owned railroad may have access across 
Federal lands for transportation and related purposes. The State or 
State-owned railroad may also apply for a lease, permit, or convey­
ance o f any necessary or convenient term inal and station pounds 
and material sites is the vic in ity of the right-of-way for wnich an 
application has been submitted.

(b) Before approving a right-of-way application described in sub­
section (a) o f this section, the Secretary of tha Interior or the

96 STAT. 2574 PUBLIC LAW 97-468—JAN. 14,1983
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Secretary et Agriculture, m  appropriate, shall otmjruh w ith the 
Secretary. Approval et  aa application for a righuof-way, pennit,
Imm, or conveyanca deecrihai ia eubeeetion (a) c f thia section 
b« punuant to applicable law. Rightmf.'wxy, (rounds, aad b u s  
grmiitad punuant to thia aoctisn aad other applicable law «h«ll 
conform, to the extent possible, to the standards provided ia the Act 
of March 12, 1914 (43 US.C. 975 et seq.) and aoctioa 503(6) at thie 
title. Such conformance ahall net hs affected by the repeal at 
Act under eectioa 515 o f thia title .

(ei Reversion to the United States at any portion o f aay right-of- 
way or excluaivs-uie easement (rented to tho S tau or Sute°owned 
railroad shall occur only aa provided ia section 610 of this title. For 
purposes of such section, the daU of the approval o f any such right- 
of-way shall be deemed the Mdau  of transfer".

Sac. 610. (a) If, w ith in tea rears after the date o f transfer to the use 1209. 
SUU authorized by section 6o4 of thia title, tha Secretary finds that 
all or pert of th<i real property transferred to the SUU  under thia 
title , except that portion o f real property which lias w ith in the 
boundaries of the Denali National Part and Pronenre, is convened 
to a use that would prevent the Stete-ownod railroad from 
continuing to operate, that real property (including permanent 
improvements to the property) shall revert to the United S u u s  
Government, or (at the option o f the SUU) the St»U ahall pay to the 
United Sutes Government aa amount determined to be the fa ir 
market value of that property at the time its conversion prevents 
continued operation of the railroad.

(b) If, after the date of transfer pursuant to section 604 o f this 
title, the SUU discontinue use o f any land w ith in the right-of-way, 
the SteU’s uftaroet in such land shall revert to.the United Sutas.
The SUU shall be considered to have discontinued use within the 
usaning of this subsection and subsection (d) of this section when:

(1) the Governor of the State of Alaska delivers to the Secre­
tary of the InU rio r a notice o f sueh discontinuance, including a 
left el description of the property subject to the notice, and a 
quitclaim deed thereto; or

(2) the S u u  has made no use o f the land for a continuous 
period of eighteen years for transportation, communication, or* 
transmission purposes. Notice o f such discontinuance shall Publication ia 
promptly be published in the Federal Register by the Secretary, I * * ™
the Secretary o f the InU rio r, or the Secretary of Agriculture, •
and reversion shall be effected oae year after such notice, unless 
w ith in such one-year period the S u u  b rin p  an appropriate 
action in the United Sutse District Court tor the D istrict of 
Alaska to twtabliah that the use has been continuing without aa 
eighteen-year la pee. Any such action shall have the effect of 
sUying reversion un til exhaustion at appellate review from the 
Anal judgment in that action or termination o f the right to seek 
such review, whichever first occurs.

(c) Upon such reversion pursuant to subsection (b) o f this section, 
the Secretary of the Interior shall immediately convey by patent to 
abutting landowners all right, title  and interest of the United 
S uus . where land abutting the reverted right-of-way is owned by 
different persons or entities, the conveyance made pursuant to this
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eubeection shall extend the property c f each abutting ownae, to the 
centerline o f the right-of-way.

(d) I f  uee is discontinued (as tha t term is used in subsection (b) of 
th is section) o f all err part o f those properties of the Alaaka Railroad 
transferred to the State pursuant to this title  which lie w ith in the 
boundaries o f the Denali National Park and Preserve or the Chu-

V  gach National Forest, auch properties or pert thereof (includinggsrraanent improvements to the property) shall revert to the United 
tatee and shall not be subject to subsection (c) of this section. Upon 

such reversion, jurisdiction over that property ahall be transferred 
to the Secretary o f the In terior or the Secretary of Agriculture, as 
appropriate, for administration as part of the Denali National Park 
and Preserve or the Chugaeh National Forest.

(e) Except as provided in subsections (a) through (d) o f this section, 
if, w ith in  five years after the date o f transfer to the State pursuant 
to section 604 o f this title , the State sells or transfers all or substan­
tia lly  a ll o f the State-owned railroad to an entity other than an 
instrumentality o f the State, the proceeds from the sale or transfer 
tha t exceed the ooet of any rehabilitation and improvement made by 
the State for the State-owned railroad and any net liabilities 
incurred by the State for the State-owned railroad shall be paid into 
the general fund o f the Truasury of ths Unitad States.

(f) The Attorney General, upon the request of the Secretary, the 
Secretary o f the Interior, or the Secretary of Agriculture, shall

^  institu te appropriate proceedings to enforce this section in the
United States. D istrict Court for the D istrict of Alaska.

OTHm onroamoM
45 use 1210 ^  Sec. 611. I f  the Secretary has not certified that the State has

satisfied the conditions under section 604 w ith in one year after the 
date of delivery of the report referred to in section 605(a) of this 
title , the Secretary may dispose of the rail properties of the Alaska 
Railroad. Any disposal under this section shall give preference to a 
buyer or transferee who w ill continue to operate ra il service, except 
tha t—

(1) such preference shall not diminish or modify ths rights of 
the Cook Inlet Region. Incorporated (as that term ia used in 
section 12 o f the Act o f January 2,1976 (Public Law 94-204; 89 
S ta t 1150)), pursuant to such section, as amended by section

Ant*  p. 25*4. 606(d) o f this title ; and
(2) this section shall not be construed to diminish or modify 

the powers o f consent of the Secretary or the State under 
section 12(bX8) o f such Act, as amended by asction 606(d)(5) of 
th is title .

A ny disposal under this section shall be subject to valid existing 
rights.

DENALI NATIONAL FAJUC AND FXESTIVX IAMBS
45 use 1211. Sec. 612. On the date o f transUr to the State (pursuant to seetion 

604 o f thia title ) or other disposition (pursuant to section 611 of this 
title), tha t p o r t i o n  o f rail properties o f the Alaska Railroad within 
the Denali National Park and Preserve shall, subject to the exclu­
sive-uaj easement granted pursuant to section 604(bXlXD) o f this 
title , be transferred to the Secretary o f the InU rio r for administra­
tion aa pert o f  the Denali National Park and Preserve, except that a



transferee snder section (11 o f this t it ls  shall rectrive ths — "»■ 
in te rn * as the State undar section 604(bXlXD) of tk b  title. }

A m K u a j r r  or a n a  u v i

Sac. (IS . (a) Ths provisions c f chapter 8 at th is  5, Unitad State* «  UBC m i  
Cods (popularly known u  ths Administrative Prccsdun Act, and • U K  too 
including provisions popularly known as ths Government in ths 
Sunshine Act), ths Federal Advisory Committee Act (6 U-S.C. A  pp. 1 
ot aaq.), tha National Historic Pressrrstion Act (16 UB .C  470 st 
aaq ), aaction 4(f) o f tha Department at Transportation Act (49 U-S.C.
1653(f)), and ths National Environmental Policy Act of 1969 (42 
U 5 .C  4321 st seq.) ahall not apply to actions taken pursuant to this 
titls , except to ths tx tsn t th s l such laws may tn  applicable to 
granting of rights-of-way under saction 609 o f this title.

(b) Tbs enactment of this titls , actions taken during ths transition 
period as provided in saction 605 of this title, and transfer of ths rail 
propsrtias of ths Alaaka Railroad under su ^n rity  of this titls  shall 
os deemed not to be ths disposal of Federal surplus property under 
ths Federal Proper ty and Administrative Services Act of 1949 (40 
U.S.C. 484) or the Act of October S, 1944. popularly referred to as ths 
“Surplus Property Act of 1944”  (50 USC. App. 1622). Such events 
shall not constitute or cause the revocation of any prior withdrawal 
or reservation of land for the use of the Alaska Railroad under the 
Act of March 12, 1914 (43 U.S.C. 976 et seq.), the AJaske Statehood 
Act (note preeedin* 48 U.S.C. 21), the Alaska Native Claims Settle* 
zaest Act (43 U.3.C. 1601 et seq.), the Act of January 2.1976 (Public 
Law 94-204; 89 S u t. 1145)7tne Alaska National Interest Lands 
Conservation Act (Public Law 96-4(7; 94 S u t  2371), and the general 
land and land management Lewi of the United States.

(c) Beginning on the date o f esuclmtnt of this Act, the ceiling on 
Government contributions for Federal employees health benefits 
insunnoe premiums under section 8906(b)(2) of title ii, United Sutes 
Code, shall not apply to the Alaska Railroad.

(d) Nothing in this title is intended to enlarge or diminish the 
acreage entitlement of the State or any Native Corporation pursu­
ant to existing law.

(e) W ith respect to Interests of Native Corporations under the 
Alaska Native Claims Settlement Act (43 U.S.C. 1601 et tea.) and the 
Alaska National Interest Lands Conservation Act (16 U.S.C. 3101 et 
seq.' except as provided in this title, nothing contained in this title 
shell be construed to deny, enlarge, grant, impair, or otherwise 
affect any judgment heretofore entered in a court of competent' 
jurisdiction, or valid existing right or claim o f valid existing right.

conflict with o rom  taws
Sec. 614. The provisions o f this title shall govern i f  tha re is any 48 use ms. 

conflict between this title and any other law.

MCrZAt AND AMENBKXNT OF BOXTINO STATVTXB
See. 615. (a) On the daU at transfer to the SUte (punuant to 

section 604 of this title) or other disposition (punuant to section 611 
of this title), whichever firs t occurs, the following provisions are 
npealed:

(1) The Act o f March 12,1514 (43 UAC . 975 etaoq.). UUSCUfe.
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H USC sou. &) The Act c f June 24,1946, to authorise certain expendituresby the Alaska Railroad (60 S ta t 804). v
(8) The Act of July 19, 1932, concerning mining of eckl ad>- 

mat to the Alaska Railroad (30 U S C  20&a). 1
(4) Section 6(i) of the Department of Transportation Act (49 

U S C  16S5fi)L
(b) On tha data of trsnxfer to the State fpurruant to taction 604 of 

thia title) or other diapocition (punuant to aaction 611 of thia title), 
whichever firs t occurs, tha following provisions a rt amended as 
fellows:

(1) T itle 5, United Statae Codw, ie amended—
(A) in aaction 305(e), by atrikinc paragraph (3). and by 

redesignating paragraphs (4HS) as paragraphs (3H7), 
respectively;

(B) in aection 3401(1), by striking clause (iii), and by 
redesignating clauses (ivH viii) as clauses (iiiH v ii), respec­
tively,

(C) in aection 51u2X*Xl), by striking clause (iii), snd by 
redesignating clauses (ivH ix) as clsuiee CiiiHviii), 
respectively;

(O) in ssction 5342(a)(1), by striking subparagraph (C). and 
by rwdssignating subparagraphs (DHJ) as subparagraphs 
(CW1), respectively and

(£) in ssction 7327, by striking subssction (a), and by 
striking the subsection designation "(b)".

(2) Section 102(7) of the Railroad Revitalization and Kegula- 
lory Reform Act of 1976 (45 U S C  802(7)) is amended by stnk- 
in f “ and the Alaska Railroad".

(3) Section 10749(b) of title 49, United States Code, is 
amended—

(A) by inserting "o r" at the end of parsgrsph (1XB);
(B) by striking or" at the end of paragraph (2) and 

• inserting in lieu thereof a period; and
(C) by striking paragraph (3).

(4) Section 324(aXl) of the Public Health Service Act (42 
USC . 251(aXl)) is amended by striking "employees of the 
Alaska Railroad and” .

(5) Section 202<3Xe) of the Alaska National Interest Lands 
Conservation Act (16 U SC , 410hh-l(3Xa)) ia amended by strik­
ing the third sentence.

(6) Ssction l(o) of the Railroad Retirement Act of 1974 (45 
USC . 231(o)) ia amerded by inserting immediately after 
"National Transportation Safety Board,’ the following: "the 
Slate-owned railroad (as defined in the Alaska Railroad Trans­
fer Act of 1982), so long as it is an instrumentality of the State 
of Alaska,".

n r A J u u u u r v

46 USC 1214. Sec. 616. I f  any provision of this title or the application thereof to
any person or circumstance is held invalid, the remainder of this 
t itle  and the application of such provision to other persons or 
circumstances shall not be nlTectad thereby.

96 STAT. 2578 PUBLIC LAW 97-468—JAN. 14,1983
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TRANSFER OVERVIEW  

T h i s  o v e r v ie w  s u m m a r iz e s  th e  b a s ic  s t a t u t o r y  schem e f o r  

t h e  p r o p o s e d  t r a n s f e r  o f  th e  A la s k a  R a i l r o a d  t o  t h e  S ta t i>  o f  

A la s k a ,  d e s c r i b e s  t h e  a n t i c i p a t e d  t im e t a b l e  f o r  t h e  t r a n s f e r  

and  d is c u s s e s  a s e r i e s  o f  m a jo r  i s s u e s  t h a t  w e re  c o n s id e r e d  in  

t h e  d e v e lo p m e n t  o f  AR TA .

T h e  A c t  w as s ig n e d  i n t o  la w  b y  P r e s i d e n t  R e ag an  on J a n u a r y  

1 4 ,  1 9 8 3 . I t  a u t h o r i z e s  t r a n s f e r  o f  th e  A la s k a  R a i l r o a d  t o  

t h e  S t a t e  o f  A la s k a  s u b j e c t  t o  s e v e r a l  s p e c i f i e d  c o n d i t i o n s ,  

i n c l u d i n g  t h e  r e q u i r e m e n t  t h a t  th e  S t a t e  c o m p e n s a te  t h e  U n i t e d  

S t a t e s  f o r  t h e  v a l u e ,  i f  a n y ,  o f  a l l  r a i l  p r o p e r t i e s  t r a n s ­

f e r r e d .  O t h e r  im p o r t a n t  c o n d i t i o n s  i n c l u d e  S t a t e  c om m itm e n ts  

t o  c o n t i n u e  r a i l r o a d  o p e r a t i o n s ,  t o  assum e e x i s t i n g  o b l i g a ­

t i o n s ,  t o  p r o v i d e  e m p lo y e e  p r o t e c t i o n  f o r  a t  l e a s t  tw o  y e a r s ,  

and  t o  p r o t e c t  r e t i r e m e n t  b e n e f i t s .

Two k e y  p r o v i s i o n s ,  e a c h  t i e d  t o  th e  d a te  o f  e n a c tm e n t ,  

e s t a b l i s h  an o r d e r l y  p r o c e s s  f o r  S t a t e  c o n s i d e r a t i o n  o f  th e  

t r a n s f e r  o f f e r .  W i t h i n  s i x  m o n th s  f r o m  th e  d a t e  o f  e n a c tm e n t , 

t h i s  R e p o r t  i s  r e q u i r e d  t o  be p r e p a r e d  b y  th e  G o v e r n o r  o f  

A la s k a  a n d  t h e  S e c r e t a r y  o f  T r a n s p o r t a t i o n  and  b m i t t e d  to  

t h e  A la s k a  S t a t e  L e g i s l a t u r e  and  th e  C o n g r e s s .  W i t h i n  n in e  

m o n th s  f r o m  t h e  d a t e  o f  e n a c tm e n t ,  t h e  r a i l r o a d ' s  f a i r  m a rk e t 

v a lu e  m u s t be d e t e rm in e d  b y  USRA .

F o l l o w i n g  d e l i v e r y  o f  t h i s  R e p o r t ,  th e  S e c r e t a r y  o f  

T r a n s p o r t a t i o n  h a s  12 m o n th s  w i t h i n  w h ic h  t o  c e r t i f y  t h a t  th e



S t a t e  h a s  a g re e d  t o  a l l  c o n d i t i o n s  f o r  t r a n s f e r  s p e c i f i e d  by 

ARTA . A c t u a l  t r a n s f e r  o f  t h e  r a i l r o a d  i s  t o  t a k e  p la c e  "a s  

s o o n  a s  p r a c t i c a b l e *  a f t e r  th e s e  c e r t i f i c a t i o n s  a r e  m ade . 

W i t h i n  t h r e e  m o n th s  o f  c e r t i f i c a t i o n ,  t h e  S e c r e t a r y  and th e  

S t a t e  w i l l  a g re e  on t h e  a c t u a l  d a te  o f  t r a n s f e r , w h ic h  th e  

p a r t i e s  h o p e  w i l l  be no  l a t e r  th a n  s i x  m o n th s  f o l l o w i n g  c e r ­

t i f i c a t i o n .  A l t h o u g h  b o th  p a r t i e s  a r e  c o m m it te d  t o  p r o c e e d in g  

e x p e d i t i o u s l y ,  a l o n g e r  p e r i o d  may be n e e d e d  t o  e n s u re  an 

o r d e r l y  p r o c e s s .  I f f  t h e  S t a t e  h a s  b e e n  u n a b le  t o  s a t i s f y  th e  

t r a n s f e r  c o n d i t i o n s  w i t h i n  th e  1 2 -m o n th  t im e  p e r i o d ,  ARTA p e r ­

m i t s  th e  S e c r e t a r y  t o  d is p o s e  o f  th e  r a i l r o a d  and t o  g iv e  p r e ­

f e r e n c e  t o  a b u y e r  o r  t r a n s f e r e e  who w i l l  c o n t i n u e  t o  o p e r a te  

r a i l  s e r v i c e s .

C e r t i f i c a t i o n  P r o c e s s .

A s n o t e d ,  ARTA s e t s  o u t  a s e r i e s  o f  c o n d i t i o n s  t h a t  th e  

S t a t e  m u s t m e e t t o  a l l o w  t r a n s f e r  c e r t i f i c a t i o n  b y  th e  

S e c r e t a r y .  T h e  l e g i s l a t i o n  d o e s  n o t ,  h o w e v e r ,  a t t e m p t  t o  

s p e c i f y  how th e  S t a t e  i s  t o  s a t i s f y  th e  c o n d i t i o n s .  Much .’ i l l  

d e p e n d  u p on  'd ie  S t a t e ' s  d e c i s i o n  c o n c e r n in g  th e  n a t u r e  o f  th e  

e n t i t y  i t  w i l l  d e s ig n a t e  o r  c r e a t e  t o  o p e r a t e  th e  r a i l r o a d  

u n d e r  S t a t e  o w n e r s h ip .  T he  w o r k in g  a s s u m p t io n  o f  th e  S t a t e  

d u r in g  e n v e lo p m e n t  o f  ARTA was t h a t  S t a t e  e n a b l in g  l e g i s l a t i o n  

w o u ld  be e n a c te d  t o  r e s o l v e  t h i s  fu n d a m e n ta l  i s s u e ,  and t h a t  

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

t i f i c a t i o n  r e q u i r e m e n t s  o r  em pow e r th e  o p e r a t i n g  e n t i t y  t o  do 

s o .



A s  a p r e c o n d i t i o n  t o  t r a n s f e r ,  th e  S e c r e t a r y  i s  r e q u i r e d  

t o  c e r t i f y  t h a t  t h e  S t a t e  h a s  a g r e e d ;

( 1 )  t o  o p e r a t e - t h e  r a i l r o a d  as a r a i l  c a r r i e r  i n  

i n t r a s t a t e  a n d  i n t e r s t a t e  com m e rce ;

( 2 )  t o  a ssum e  a l l  r i g h t s ,  l i a b i l i t i e s ,  and o b l i g a t i o n s  o f  

t h e  A la s k a  R a i l r o a d  on th e  d a t e  o f  t r a n s f e r ,  w i t h  

som e l i m i t e d  e x c e p t i o n s  r e g a r d in g  c la im s  and c a u s e s  

o f  a c t i o n ;

( 3 )  t o  p r o t e c t  r e t i r e m e n t  b e n e f i t s  and  t o  e s t a b l i s h  

a c c e p t a b l e  a r r a n g e m e n ts  f o r  c o n t in u e d  e m p lo ym e n t 

d u r i n g  a tw o - y e a r  p e r i o d  f o l l o w i n g  d a te  o f  t r a n s f e r ;

( 4 )  t o  a l l o w  r e p r e s e n t a t i v e s  o f  th e  S e c r e t a r y  o f  

T r a n s p o r t a t i o n  a d e q u a te  a c c e s s  t o  r a i l r o a d  e m p lo y e e s  

and ' r e c o r d s  w hen n e e d e d  i n  r e l a t i o n  t o  th e  p e r i o d  cf 

F e d e r a l  o w n e r s h ip ;  and

( 5 )  t o  c o m p e n s a te  t h e  U n i t e d  S t a t e s  a t  th e  v a l u e ,  i f  a n y , 

d e t e r m in e d  b y  t h e - v a l u a t i o n  e x e r c i s e  b e in g  p e r f o rm e d  

b y  t h e  USRA .

R e v e r s i o n ,

I f  t r a n s f e r r e d  t o  t h e  S t a t e  u n d e r  S e c t i o n  6 0 4 ,  th e  

r a i l r o a d  may r e v e r t ,  i n  w h o le  o r  i n  p a r t ,  t o  th e  U n i t e d  S t a t e s  

u n d e r  t h r e e  s e p a r a t e  r e v e r s i o n  p r o v i s i o n s  i n  ARTA :

( 1 )  U n d e r  S e c t i o n  6 1 0 ( e ) ,  a n y  p ro c e e d s  i n  e x c e s s  o f  th e

c o s t  o f  a n y  r e h a b i l i t a t i o n  and  im p ro v e m e n t and a n y



n e t  l i a b i l i t i e s  f r o m  th e  S t a t e ' s  s a le  o r  t r a n s f e r  o f  

" a l l  o r  s u b s t a n t i a l l y  a l l *  o f  th e  r a i l r o a d  w i t h i n  

f i v e  y e a r s  o f  t r a n s f e r  t o  an  e n t i t y  o t h e r  tha n a 

S t a t e  i n s t r u m e n t a l i t y  a re . . to  be p a id  t o  th e  U n i t e d  

S t a t e s  T r e a s u r y .

( 2 )  S e c t i o n  6 1 0 ( a )  r e q u i r e s  th e  r e v e r s i o n  t o  th e  U n i t e d  

S t a t e s ,  o r  t h e  p a ym e n t by t h e  S t a t e  o f  th e  f a i r  

m a r k e t  v a l u e ,  o f  a l l  o r  p a r t  o f  th e  r a i l r o a d ' s  r e a l  

p r o p e r t y  " c o n v e r t e d  t o  a u se  t h a t  w o u ld  p r e v e n t  th e  

S ta t e - o w n e d  r a i l r o a d  f r o m  c o n t i n u i n g  t o  o p e r a t e "  

w i t h i n  t e n  y e a r s  a f t e r  t r a n s f e r .

( 3 )  S e c t i o n  6 1 0 ( b )  r e q u i r e s  r e v e r s i o n  t o  th e  U n i t e d  

S t a t e s  g e n e r a l l y  f o r  c o n v e y a n c e  t o  th e  a b u t t i n g  

o w n e rs  o f  a n y  la n d  w i t h i n  th e  r i g h t - o f - w a y  i f  i t s  use  

f o r  t r a n s p o r t a t i o n ,  c o m m u n ic a t io n  o r  t r a n s m is s io n  

p u r p o s e s  i s  d i s c o n t i n u e d  b y  th e  S t a t e  f o r  an u n i n ­

t e r r u p t e d  p e r i o d  o f  18 y e a r s .

C la im s  A g a i n s t  R a i l r o a d  L a n d s .

A p p r o x im a t e l y  4 , 0 0 0  a c r e s  o f  th e  r a i l r o a d ' s  n o n - r i g h t - o f -  

way la n d s  a r e  s u b j e c t  t o  c la im s  b y  N a t i v e  V i l l a g e  C o r p o r a t i o n s  

u n d e r  t h e  A la s k a  N a t i v e  C la im s  S e t t l e m e n t  A c t .  A r t i c l e  I I  a nd  

A p p e n d ix  D o f  t h i s  R e p o r t  p r o v i d e  m o re  d e t a i l  r e g a r d in g  th e  

la n d s  i n v o l v e d .  D u r in g  t h e  t e n  m o n th  p e r i o d  f o l l o w i n g  th e  

d a te  o ff e n a c tm e n t  o f  A R TA , t h e  S t a t e ,  t h e  D e p a r tm e n t o f  th e  

i n t e r i o r ,  a n d  a l l  a f f e c t e d  N a t i v e  V i l l a g e  C o r p o r a t i o n s  a re



d i r e c t e d  to u n d e r t a k e  a g o o d  f a i t h  e f f o r t  to n e g o t i a t e  s e t t l e­

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

If any of these, c l a i m s  c a n n o t  be s e t t l e d  w i t h i n  the te n -  

m o n t h  p e r i o d ,  t h e y  m u s t  be a d j u d i c a t e d  by the S e c r e t a r y  of the 

I n t e r i o r  w i t h i n  two y e a r s  of the d a t e  of e n a c t m e n t  of A R T A ,  or 

14 m o n t h s  a f t e r  c o m p l e t i o n  of the r e v i e w  and s e t t l e m e n t  

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

o n  r e c o r d  in the D e p a r t m e n t  of the I n t e r i o r ,  as of the day 

b e f o r e  the d a t e  of e n a c t m e n t  m u s t  be a d j u d i c a t e d  w i t h i n  three 

y e a r s  f r o m  the d a t e  o f  e n a c t m e n t .  R e s o l u t i o n  of c l a i m s  to' 

r a i l r o a d  l a n d  is n o t  a p r e c o n d i t i o n  to t r a n s f e r .

S u r v e y  R e q u i r e m e n t .

A R T A  r e q u i r e s  t h e  S e c r e t a r y  of the I n t e r i o r  to s u r v e y  

w i t h i n  a f i v e - y e a r  p e r i o d  all l a n d s  a m o n g  the ra i l  p r o p e r t i e s  

c o n v e y e d  to the S t a t e .  T h e  p a r t i e s  e m p h a s i z e  the i m p o r t a n c e  

of m e e t i n g  t h e  d e a d l i n e  a n d  w i l l  c o n t i n u e  to w o r k  w i t h  the 

D e p a r t m e n t  o f  the I n t e r i o r  to d o  so. A r t i c l e  II, A p p e n d i c e s  

B - E  and E x h i b i t  1 o f  this R e p o r t  p r o v i d e  m o r e  d e t a i l  a b o u t  

the l a n d s  i n v o l v e d .

R a i l r o a d  R i q h t - o f - W a y .

A R T A  r e q u i r e s  the t r a n s f e r  to the S t a t e  of all right, 

title, and i n t e r e s t  of  the U n i t e d  S t a t e s  to all r a i l  p r o p e r­

ties of the A l a s k a  R a i l r o a d ,  i n c l u d i n g  a l l  r a i l r o a d  r i g h t s - o f -  

way. A R T A  a l s o  p r o v i d e s  t h a t  w h e r e  l ands or any i n t e r e s t s  

w i t h i n  t h e  r i g h t - o f - w a y  h a v e  b e e n  c o n v e y e d  o u t  of F e d e r a l



o w n e r s h i p  p r i o r  to e n a c t m e n t ,  the S t a t e  s h a l l  r e c e i v e ,  at 

m i n i m u m ,  an e x c l u s i v e - u s e  e a s e m e n t .  T h e s e  two p r o v i s i o n s  are 

i n t e n d e d  to e n s u r e  t h a t  the S t a t e  w i l l  r e c e i v e  all of the 

i n t e r e s t  n e c e s s a r y  to m a i n t a i n  v i a b l e  r a i l r o a d  o p e r a t i o n s .  

f u t u r e  R i q h t s - o f - W a y .

A R T A  p r o v i d e s  for e x p e d i t i o u s  r e v i e w  of a n y  future right- 

o f - w a y  r e q u e s t s  by the S t a t e  a c r o s s  F e d e r a l  lands. The A c t  

r e q u i r e s  t h a t  s u c h  r i g h t s - o f - w a y  c o n f o r m ,  to the e x t e n t  

p o s s i b l e ,  to the s t a n d a r d s  p r o v i d e d  by the A l a s k a  R a i l r o a d  

E n a b l i n g  A c t  of 1 9 1 4  and the e x c l u s i v e - u s e  e a s e m e n t  d e f i n i t i o n  

c o n t a i n e d  i n  A R T A .  R e s p o n s i b i l i t y  for r e v i e w i n g  and g r a n t i n g  

su c h  f u t u r e  r i g h t s - o f - w a y  is v e s t e d  by e x i s t i n g  law in the

S e c r e t a r y  of the I n t e r i o r  o r  the S e c r e t a r y  of A g r i c u l t u r e ,

w i t h  the p a r t i c i p a t i o n  of the S e c r e t a r y  of T r a n s p o r t a t i o n  as 

a p p r o p r i a t e ,  p a r t i c u l a r l y  w i t h  r e s p e c t  to the i n t e r e s t  to be 

g r a n t e d  for o p e r a t i o n  and e c o n o m i c  g r o w t h  of the railroad. 

Denali N a t i o n a l  P a r k  and P r e s e r v e  L a n d s .

O n  the d a t e  of t r a n s f e r ,  the S e c r e t a r y  w i l l  d e l i v e r  to the 

S t a t e  a 1d e e d  t h a t  c o n v e y s  to the S t a t e  (a) a n  e x c l u s i v e - u s e

e a s e m e n t  for t h a t  p o r t i o n  of the r i g h t s - o f - w a y  w i t h i n  Denali

N a t i o n a l  P a r k  and (b) t i t l e  to the r a i l r o a d - r e l a t e d  i m p r o v e­

m e n t s  w i t h i n  suc'i r i g h t - o f - w a y .  A l l  o t h e r  r a i l r o a d  holdings 

and i m p r o v e m e n t s  w i t h i n  the P a r k  are to be t r a n s f e r r e d  to the 

S e c r e t a r y  of the I n t e r i o r  for a d m i n i s t r a t i o n  as p a r t  of the 

Park. R a i l  p r o p e r t i e s  w i t h i n  the b o u n d a r i e s  o'! the Chugach



N a t i o n a l  F o r e s t  and the D e n a l i  N a t i o n a l  P a r k  and P r e s e r v e  

w i l l  be s u b j e c t  to l a w s  and .regulations for the p r o t e c t i o n  of* 

f o r e s t  a n d  p a r k  v a l u e s .  I m p l e m e n t a t i o n  of t hose r e g u l a t i o n s  

w i l l  be s u b j e c t  to p r i o r  c o n s u l t a t i o n  w i t h  the G o v e r n o r  and 

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

o p e r a t i o n  of the S t a t e - o w n e d  r a i l r o a d .

R e a l  P r o p e r t y  C o n v e y a n c e .

A r t i c l e s  II a n d  III, r e l a t e d  to r e a l  and p e r s o n a l  p r o p e r t y  

and s u p p o r t e d  by l e n g t h y  a p p e n d i c e s  and e x h i b i t s ,  are the most 

d e t a i l e d  p a r t s  of this R e p o r t .  T h e  t r a n s f e r  f r o m  the F e d e r a l  

G o v e r n m e n t  of its o n l y  c o m m e r c i a l  o p e r a t i n g  r a i l r o a d  p r e s e n t  

p r o p e r t y  q u e s t i o n s  of f i r s t  i m p r e s s i o n .  T h i s  t r a n s f e r  is 

f u r t h e r  c o m p l i c a t e d  by the p e c u l i a r  s t a t u s  of m a n y  F e d e r a l  

l a n d s  l o c a t e d  in A l a s k a .  T h e  i m p a c t  of c o m p e t i n g  c l a i m s  to 

s u c h  l a n d s  on the t r a n s f e r  p r o c e s s  a c c o u n t s  for the c o m p l e x  

s t a t u t o r y  s c h e m e  p r o v i d e d  in A R T A  a n d  f o r  the d e t a i l e d  t r e a t­

m e n t  of the r a i l r o a d  l a n d s  in A r t i c l e  II.

T h e  A c t  p r o v i d e s  f o r  f o u r  d i f f e r e n t  t y p e s  of c o n v e y a n c e

d o c u m e n t s  to be i s s u e d  to the S t a t e  on  the d a t e  of transfer! 

E a c h  d o c u m e n t  w i l l  c o n v e y  ir-'-.erests in l a n d  b a s e d  on the s t a­

tus of the a f f e c t e d  p a r c e l  o n  t h a t  d a t e .

F i r s t ,  the S t a t e  w i l l  r e c e i v e  an " i n t e r i m  c o n v e y a n c e "  of

l a n d s  that, l i k e  t h e  p a t e n t e d  l a n d s ,  are fr e e  of c l a i m s  by

o t h e r s  but, u n l i k e  the p a t e n t e d  l a n d s ,  a r e  n o t  y e t  s u r v e y e d .  

W h e n  t h e s e  l a n d s  h a v e  b e e n  s u r v e y e d  a f t e r  the d a t e  of



t r a n s f e r , the i n t e r i m  c o n v e y a n c e s  w i l l  be c o n v e r t e d  into 

p a t e n t s .

S e c o n d ,  the S t a t e  w i l l  r e c e i v e  a p a t e n t  for r a i l r o a d  lands 

t h a t  are s u r v e y e d  and are n o t  s u b j e c t  to u n r e s o l v e d  claims 

m a d e  by t h i r d  p a r t i e s  u n d e r  a v a r i e t y  of F e d e r a l  laws.

T h i r d ,  the S t a t e  w i l l  r e c e i v e  an e x c l u s i v e - u s e  easement, 

as d e f i n e d  in A R T A ,  for r i g h t - o f - w a y  .lands w i t h i n  D e n a l i  

N a t i o n a l  P a r k  and P r e s e r v e .

F o u r t h ,  the S t a t e  w i l l  r e c e i v e  a l i c e n s e  a l l o w i n g  it the 

e x c l u s i v e  r i g h t  to use the r a i l r o a d  l a n d s  that are s u b j e c t  to 

c l a i m s  of t h i r d  p a r t i e s  (such as N a t i v e  C o r p o r a t i o n s )  on the 

d a t e  of  e n a c t m e n t  b u t  w h i c h  h a v e  not b e e n  r e s o l v e d  by the date 

o f  t r a n s f e r .  A s  t h e s e  c l a i m s  are s e t t l e d  or d e c i d e d ,  the 

l a n d s  in the l i c e n s e  c a t e g o r y  w i l l  e i t h e r  be p l a c e d  in the 

i n t e r i m  c o n v e y a n c e  c a t e g o r y  (if the t h i r d  p a r t y ' s  c l a i m  is 

d e n i e d )  o r  c o n v e y e d  to the c l a i m a n t  (if the c l a i m  is appro v e d )  

T h e  real p r o p e r t y  c o n v e y a n c e  p r o v i s i o n s  of A R T A  t h e r e b y  

r e q u i r e  t h a t  c e r t a i n  r a i l r o a d  l a n d s  be he l d  in e s c r o w  (i . e ., 

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

t h r o u g h  s e t t l e m e n t  or  by a d j u d i c a t i o n .

E m p l o y e e  P r o t e c t i o n .

T h e  w o r k  f o r c e  of the A l a s k a  R a i l r o a d  ( d e s c r i b e d  in the 

■ Profile" s e c t i o n )  r e m a i n s  one of its m o s t  v a l u a b l e  assets.

T h e  e m p l o y e e  p r o t e c t i o n  p r o v i s i o n s  of A R T A ,  m o r e  fully 

d i s c u s s e d  in A r t i c l e  VI, t e s t i f y  to the c o n t i n u i n g  interest



o f  the S t a t e  and the U n i t e d  S t a t e s  in p r o t e c t i n g  the 

e m p l o y e e s '  w e l l - b e i n g  in the fa c e  o f  the p r o p o s e d  t r a n s f e r  to 

the S t a t e .  T h e  p r o v i s i o n s  a l s o  a r e  i n t e n d e d  to f a c i l i t a t e  and 

i n d e e d  e n c o u r a g e  the t r a n s f e r  of the A l a s k a  R a i l r o a d  w o r k  

f o r c e  t o  the S t a t e - o w n e d  r a i l r o a d ,  in r e c o g n i t i o n  of its c r i­

ti c a l  i m p o r t a n c e  to the o n g o i n g  v i a b i l i t y  of the r a i l r o a d .  

A l t h o u g h  c a r e  has b e e n  t a k e n  to p r e s e r v e  e m p l o y e e  o p t i o n s  to 

e l e c t  n o t  to t r a n s f e r  and to p r o t e c t  t h e i r  r i g h t s  in the e v e n t  

t h e y  d e c i d e  to s e p a r a t e  f r o m  the r a i l r o a d  u p o n  t r a n s f e r ,  the 

S e c r e t a r y  and the G o v e r n o r  h o p e  t h a t  the v a s t  m a j o r i t y  of - 

e m p l o y e e s  w i l l  r e m a i n ' w i t h  the S t a t e - o w n e d  r a i l r o a d .



A R T A  R E Q U I R E M E N T S

ARTA e s t a b l i s h e s  a s e r i e s  o f  c o n d i t i o n s  the S t a t e  must meet to o b t a i n  c e r t i f i c a t i o n  from the S e c r e t a r y  o f  T r a n s p o r t a t i o n .  The l e g i s l a t i o n  does n o t ,  however,  s p e c i f y  how the S t a t e  i s  to s a t i s f y  th ese c o n d i t i o n s .  Much depends on our d e c i s i o n  about the mechanism we ' e l e c t  to o p e r a t e  the r a i l r o a d .P r i o r  to t r a n s f e r ,  the S e c r e t a r y  i s  r e q u ir e d  to c e r t i f y  t h a t  the S t a t e  has a g r e e d :(1) to  o p e r a t e  the r a i l r o a d  as a r a i l  c a r r i e r  in  i n t r a s t a t e  and i n t e r s t a t e  commerce;(2) to  assume a l l  r i q h t s ,  l i a b i l i t i e s  and o b l i g a t i o n s  o f  the ARR on the d a t e  o f  t r a n s f e r ,  e x c e p t  f o r  some c l a i m s  and ca u se s  o f  a c t i o n ;(3) to  p r o t e c t  r e t ir e m e n t  b e n e f i t s  and to e s t a b l i s h  a c c e p t a b l e  arrangem ents  f o r  c o n tin u e d  employment f o r  a l l  employees d u r in g  a tw o -y e a r  p e rio d  f o l l o w i n g  the d a te  o f  t r a n s f e r ;(4) to a l l o w  r e p r e s e n t a t i v e s  o f  th e  S e c r e t a r y  o f  T r a n s p o r t a ­t i o n  adea uate  a c c e s s  to r a i l r o a d  employees and r e c o r d s ;  and(5) to  compensate th e  U n ite d  S t a t e s  a t  the f a i r  market v a l u e ,i f  a n y ,  as determ ined by the U n ite d  S t a t e s  Rai lw ayA s s o c i a t i o n .Other c h a p t e r s  o f  t h i s  r e p o r t  e x p l a i n  some o f  th ese  c o n d i t i o n s  in g r e a t e r  d e t a i l ,  p a r t i c u l a r l y  th o s e  r e l a t i n g  to  employee p r o t e c ­t i o n  and r e t i r e m e n t  b e n e f i t s . *

T r a n s f e r  T e r m s  a n d  C o n d i t i o n s

* A d d i t i o n a l l y ,  the f i r s t  s e c t i o n  o f  the T r a n s f e r  R e p o r t ,  e n t i t l e d  " T r a n s f e r  O v e r v i e w ,"  p r o v id e s  i n f o r m a t i o n  about o t h e r  key a s p e c t s  o f  the f e d e r a l  t r a n s f e r  l e g i s l a t i o n .  T h i s  i n c l u d e s  th o s e  p r o v i s i o n s  d e a l i n g  with r e v e r s i o n  r e q u i r e m e n t s ,  n a t i v e  c la im s  a q a i n s t  r a i l r o a d  l a n d s ,  and the type o f  i n t e r e s t  to  be o b t a in e d  in the r a i l r o a d ' s  r i g h t - o f - w a y .



P r o v i s i o n s  A f f e c t i n g  C o n t i n u e d  O D e r a t i o n sThe f o l l o w i n g  d i s c u s s i o n  a n a ly z e s  the e f f e c t  o f  ARTA's r e q u i r e ­ments ( o th e r  than employee p r o t e c t i o n  o b l i g a t i o n s  which are add­ressed e l s e w h e r e ) ,  on co n t in u e d  o p e r a t io n  o f  the r a i l r o a d  f o l l o w in g  a c q u i s i t i o n .  S e v e r a l  o b s e r v a t i o n s  should h e lp  e l i m i n a t e  co n fu sio n  r e g a r d in g  ARTA's co n tin u e d  r a i l  s e r v i c e  r e q u ir e m e n ts .F i r s t ,  i t  i s  im portant  to  remember t h a t  most o f  the f e d e r a l  t r a n s f e r  s t a t u t e  was s t r u c t u r e d  on a premise o f  the s o - c a l l e d  " n o - c o s t  t r a n s f e r . "  The compensation requirement was a l a s t  minute compromise to o b t a i n  C o n g r e s s i o n a l  p a s s a g e ,  and was merely added to the a l r e a d y  e s t a b l i s h e d  c o n d i t i o n s .  C o n s e q u e n t l y ,  c e r t a i n  p r o v i s i o n s  are not  c o n s i s t e n t  with the purchase p r o v i s i o n  o f  ARTA; p a r t i c u l a r l y  the r e v e r s i o n  c l a u s e s  which remain in  e f f e c t  f o r  a c e r t a i n  period o f  time a f t e r  a c q u i s i t i o n .Another im portant  c o n s i d e r a t i o n  i s  the requirement th a t  the S t a t e  agree  to  o p e r a t e  the r a i l r o a d  as a common c a r r i e r  engaged in  i n t r a s t a t e  and i n t e r s t a t e  commerce. Some i n t e r p r e t a t i o n s  sugqest  th a t  when read in c o n t e x t  with the r e v e r s io n  c l a u s e s  under S e c t i o n  610 o f  ARTA, t h e r e  i s  a p r e s c r i b e d  t e n - y e a r  pe rio d  f o r  ensu ring  continued r a i l  o p e r a t i o n s .  However,  t h i s  i s  not the c a s e .  The S t a t e  i s  not r e q u ir e d  to  c o n t in u e  r a i l  s e r v i c e s  f o r  any s p e c i f i c  p e r i o d .Some a l s o  s u q g e s t  t h a t  ARTA r e q u i r e s  a l l  e x i s t i n g  s e r v i c e s  be c o n t i n u e d ,  i n c l u d i n g  p a s s e n g e r  s e r v i c e .  T h is  a l s o  i s  not  the c a s e .  The r e v e r s i o n  requirem ent under S e c t i o n  610 merely s t a t e s  th a t  i f ,  w i t h in  the f i r s t  10 y e a r s  a f t e r  t r a n s f e r ,  the S t a t e  c o n v e rts  a l l  or  p a rt  o f  the r e a l  p r o p e r t y  to "a use t h a t  would p reven t  the S t a t e -  owned r a i l r o a d  from c o n t i n u i n g  to o p e r a t e , "  then the S t a t e  s h a l l  be s u b j e c t  to  a requirem ent to repay the U nited  S t a t e s  f o r  these h o l d i n g s ,  or  r e v e r t  such p r o p e r t y  a t  our o p t i o n .However, under f u l l  r e g u l a t i o n  by the I n t e r s t a t e  Commerce Commission ( I Q C ) ,  th e  S t a t e  w i l l  be s u b j e c t  to some ICC o v e r s ig h t  in any abandonment p r o c e e d i n g s .  G e n e r a l l y ,  th ese  proceedings  are s t r i c t l y  based on economic c o n s i d e r a t i o n s  r e l a t e d  to o p e r a t in g  h i s t o r y .  Assuming a h i s t o r y  o f  h i g h l y  m arg in a l  performance, i t  is  d o u b t fu l  t h a t  ICC o v e r s i q h t  would p reven t  d i s c o n t i n u a n c e  o f j s e r y  ic**--- a t  some p o i n t  in  the f u t u r e . *  • — "
\
I-\* The T r a n s f e r  Team, however,  i s  not s u g g e s t i n c  th.s e r v i c e  be d i s c o n t i n u e d .  ,

T -  - c -



O t h e r  k ey  A R T A  p r o v i s i o n s  tha t h a v e  
rail o o e r a t i o n s  a r e  p r i m a r i l y  l o c a t e d  in 
the f o l l o w i n g :

a b e a r i n g  'on c o n t i n u e d  
S e c t i o n  608 , i n cl ud in g

( 1  )

(2 )

(3)

(4)

(5)

(6 )

(7)

(8)

full a n d  fo rm al  r e g u l a t i o n  by the I n t e r s t a t e  C o m m e r c e  
C o m m i s s i o n  as a rail c a r r i e r  e n g a g e d  in i n t r a s t a t e  and 
f o r e i g n  c o m m e r c e ;

full j u r i s d i c t i o n  u n d e r  f e d e r a l  a n t i t r u s t  laws, a l t h o u g h  
the S t a t e  m a y  in vo ke  by  l a w  an y  e x e m p t i o n s  o t h e r w i s e  
a v a i l a b l e ;

e x e m p t i o n  f ro m th e f o l l o w i n g  l a w s  so lo ng  as 
o w n e d  r a i l r o a d  r e m a i n s  an i n s t r u m e n t a l i t y  of 
A l a s k a :  the R a i l r o a d  R e t i r e m e n t  A c t  of 1974, 
T a x  Act, the R a i l r o a d  L a b o r  Act, the F e d e r a l  
L i a b i l i t y  Act,  and  the R a i l r o a d  U n e m p l o y m e n t  
Act;

the S t a t e -  
the S t a t e  of 
the R a i l r o a d  
E m p l o y e r s ' 
I n s u r a n c e

a c l a r i f i c a t i o n  that ICC r e g u l a t i o n  is i n t e n d e d  to c o n f e r  
on the S t a t e - o w n e d  r a i l r o a d  "all b u s i n e s s  o p p o r t u n i t i e s  
a v a i l a b l e  to c o m p a r a b l e  r a i l r o a d s ,  i n c l u d i n g  c o n t r a c t  
rate a g r e e m e n t s " ;

c l a r i f i c a t i o n  th at  t r a i n  o p e r a t i o n s  by the S t a t e - o w n e d  
r a i l r o a d  s h a l l  no t  be s u b j e c t  to a n y  s t a t e  or  local laws 
s p e c i f y i n g  m i n i m u m  c r e w  size;

a s p e c i f i c  r e q u i r e m e n t  t h a t  all r e v e n u e s  g e n e r a t e d  by 
the S t a t e - o w n e d  rail-road a r e  to be r e t a i n e d  and m a n a g e d  
by the S t a t e - o w n e d  r a i l r o a d  for  r a i l r o a d  and r e la te d 
p u r p o s e s ;

a s t a t e m e n t  b y C o n g r e s s  that c o n t i n u e d  o p e r a t i o n  of the 
A R R  by "a p u b l i c  c o r p o r a t i o n ,  a u t h o r i t y  or o t h e r  a g e n c y  
of the S t a t e ” is an e x e r c i s e  of an e s s e n t i a l  g o v e r n m e n t a l  
f u n c t i o n  and q u a l i f i e s  u n d e r  the I n t e r n a l  R e v e n u e  Co d e 
for t a x - e x e m p t  s t a t u s ,  w h i c h  a l s o  w o u l d  a p p l y  to o b l i g a­

ti on s i s s u e d  by this e n t i t y ;

a r e q u i r e m e n t  th a t ra il  o p e r a t i o n s  w i t h i n  the b o u n d a r i e s  
of C h u g a c h  N a t i o n a l  F o r e s t  and D e n a l i  N a t i o n a l  P a r k  w i l l  
be s u b j e c t  to la w s and r e g u l a t i o n s  for the p r o t e c t i o n  of 
f o r e s t  and p a r k  v a l u e s  so lo ng  as such r e g u l a t i o n  d o e s  not 
" u n r e a s o n a b l y  i n t e r f e r e  w i t h  c o n t i n u e d  o r  e x p a n d e d  

o p e r a t i o n s  and s u p p o r t  f u n c t i o n s " ;  ^

P - l
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(9) g u a r a n t e e s  that the S t a t e  wi l l  r e c e i v e  the full f e d eral 
i n t e r e s t  in the r i q h t - o f - w a y , but n o t h i n a  less than an 
e x c l u s i v e - u s e  e a s e m e n t  for t r a n s p o r t a t i o n ,  c o m m u n i c a t i o n  
and u t i l i t y  p u r p o s e s  in all areas, e x c e p t  w i t h i n  the 
D e n a l i  N a t i o n a l  Park, w h e r e  the r a i l r o a d  is to rece i v e  
an e x c l u s i v e - u s e  e a s e m e n t  for rail p u r p o s e s  o n l y ; and

( 1 0 ) no g u a r a n t e e s  for fut u r e  r i g h t s - o f - w a y  a c r o s s  federal
lands, but l a n q u a q e  w h i c h  e n c o u r a q e s  the S e c r e t a r y  of the 
I n t e r i o r  to e x p e d i t i o u s l y  r e v i e w  a p p l i c a t i o n s  for that 
pu r p o s e .

/ = -  4
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6. No one o ther than the appraiser prepared the analyses, conclusions in d  
opinions concerning rea l esta te th a t are set fo r th  in thia appraisal report.

7. The Am erican In s titu te  o f Real Esta te Appraisers conducts a vo luntary 
program of continuing education fo r its  designated members. MATs and RM ’s 
who meet the m inimum standards o f this program are awarded periooic 
educational c e rtif ic a tio n . I am ce r t if ie d  under this program through 
December 31, 1983.

This appraisal is to  be used in whoie-and not in part: No pa rt o f i t  shall be used in 
conjunction w ith  any o the r appra isa l

No responsib ility is assumed by the appraiser fo r m a tte rs which are o f legal nature, nor 
is any opinion on the t i t le  rendered herew ith . Good t i t le  is assumed. Management is 
assumed to be competent and the ownership to  be in repsonsibie hands.

This property has been appraised as though free o f liens and encumbrances, except as 
herein described.

The appraiser herein, by reason o f th is repo rt is no t required to  give testim ony in cou rt 
w ith  reference to the property appraised, unless arrangements have been previously 
made therefore .

D isclosure o f che contents o f th is appraisal repo rt is governed by the By-Laws and 
Regulations o f the American In s titu te  of Real Esta te Appraisers of the National 
Association o f Realtors.

N e ithe r ail nor any o f the contents o f this repo rt (especia lly any conclusions as to value, 
the id en tity  o f the appraiser of the f irm  w ith  which he is connected, o r any reference to 
the American In s titu te  o f Reai Esta te Appraisers o r to the .VLA.L or R..YL designation) 
shall be dissem inated to the public through advertis ing media, public re lations media, 
news media, sales media or any other public means o f communication w ithou t the prior 
w ritte n  consent and approval of the appra isers)
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SPEC IAL ASSUMPTIONS A N D  INSTRUCTIONS  
UNDER  TH E  A LA S K A  R A ILR O A D  TRANSFER  
__________________ AC T  (A R TA )________________

In accordance w ith  the adv ice  and counsel o f the U n ite d  S ta tes R a ilw a y  A ssoc ia tion , 
Jackson-C ross has assumed the  fo llow in g  in  its  appra isa l o f the A laska Ra ilroad :

1* F a ir  m a rke t value o f the ra ilro a d  to  the S ta te  o f A laska  is the 
p rice  the S ta te , as a p ruden t purchaser, would pay fo r the righ ts 
tra n s fe rre d  under A R T A . The S ta te  la cons tra ined by a ll e x is tin g  
s ta te  law  th a t would a f fe c t i t  or any o the r purchaser o f the 
ra ilroac fs p ro p e rty . A c co rd in g ly , we do no t consider p o ten tia l 
ac tions w h ich the S ta te  m igh t take  vh ich  would a f fe c t  fa ir 
m a rke t va lue .

2. The purchaser w il l ope ra te  the ra ilro a d  fo r ten years, a t a le ve l o f 
se rv ice  th a t approx im ates cu rre n t p ro je c tions and in its  present 
co n fig u ra tio n .

3. A l l  rea l e s ta te  c la ss ifie d  as ope ra ting  p ro pe rty  wou ld be ava ilab le  
fo r  tra n s fe r fo r  n o n -ra il use in  10 years a f te r  the  da te o f the 
appra isa l on O c to b e r 1, 1993.

4. Upon tra n s fe r , the S ta te  w il l a cqu ire  fu l l  t i t le  to on ly those 
portions o i the  p ro pe rty  id e n t if ie d  by USRA as owned in fee  
s im p le by the  A la ska  R a ilro a d .

3. T he  pur chaser w il l be p e rm itte d  to m ake any use o f the ope ra ting
p ro pe rty  im m ed ia te ly  a f te r  tra n s fe r o f the p rope rties to the S ta te  
as long as such uses do no t in te r fe re  w ith  ra il ope ra tions .

6. A l l  non -ope ra tin g  p ro pe rty  wou ld be ava ilab le  fo r d ispos ition 
im m ed ia te ly  a f te r  tra n s fe r o f the p rope rtie s to  the S ta te .

7. A l l  revenues from  rea l e s ta te  transac tions during the f i r s t  ten (10) 
years m ust be used fo r  ra ilro a d  o r o th e r re la ted  purposes. O th e r 
re la ted  purposes can in c lude  tra n sp o rta tio n  budget item s re la tin g  
In  some way to  the A la ska -R a ilro ad .

3. T he re  would be no added costs to  a purchaser fo r env ironm en ta l,
subd iv is ion o r zoning ac tions beyond th a t w h ich  is re fle c te d  in 
com parab le sales.

9. The  purchaser is requ ired  to assume a il e x is tin g  leases on the
p ro pe rty , bu t w il l renego tia te  them a t fa i r  m a rke t va lue upon 
th e ir  e xp ira tio n  or a t the e a rlie s t da te  perm iss ib le under the 
te rm s o f such leases.

10. USRA has provided the appra iser w ith  the in ven to ry  o f A laska
R a ilro ad  p ro pe rty  and w ith  its  a llo ca tio n  be tween ope ra ting  and 
non -ope ra tin g  rea l e s ta te .



11. T he  analysis o f rea l e s ta te  taxe3 has been pe rfo rm ed in 
accordance w ith  the  no rm a l rea l e s ta te  m a rk e t p ra c tic e s , ue . the 
purchaser is responsib le fo r  norm a l rea l e s ta te  taxes during the 
ho ld ing  period and fo r  d ispos ition  taxes n o rm a lly  paid by the se lle r 
when sales a re consum m ated .

12. The purchaser is e n t it le d  to  u t i l iz e  a ll f in a n c in g  in s trum en ts  
n o rm a lly  ava ila b le , in c lu d in g  m ortgages .

13. T h e  d iscoun t ra te  re f le c ts  the cos t o f m oney a t t r ib u ta b le  to a 
ty p ic a l a cqu is itio n  in  the p r iv a te  secto.*.

14. T h e o re tic a l s o d a i costs and bene fits  associa ted w ith  the 
tr jm s fe r re d  p ro p e r ty  are n o t cons idered w ith in  the pu rv iew  o f fa ir  
m a rke t va lue .

13. The  ra ilro a d  is cons ide red a sintp.* p ro p e r ty  to  be owned and
co n tro lle d  by a  s ing le  e n t i ty .

16. T h e  da te  o f the appra isa l is O c to b e r 1, 1933.

17. ' N o spec ia l a llo c a tio n  is made in  th is re p o r t fo r  paresis sub je c t to
N a t iv e  d a im s . A t  USRA 's reques t, Jackson -G ross supp lied a to ta l 
va lue  fo r  such pa rce ls . T h a t va lue  is S3,2QO,0OO.

18. C o rr id o r  va lue fo r  the  r ig h t - o f -w a y  is no t cons ide red .

19. The  Sec tion  603(a) C lo s in g  R e p o r t is cons ide red to the e x te n t th a t 
in fo rm a tio n  con ta ined  the re in  a ffe c ts  the  re a l e s ta te  va lue .

.0 . No s p e c if ic  s tud ies a re  p e rfo rm ed  to d e te rm ine  the  ex is tence o i
sem i-p re c io u s  and p re d ou s  m ine ra ls lo ca te d  w ith in  the sub jec t. 
M ine ra l r ig h ts  and th e ir  p o te n tia l va lue are on ly  considered to the 
e x te n t as repo rted  and re f le c te d  In  the rea l e s ta te  m a rke t 
transac tions In the p r iv a te  se c to r .

21. In com e from  leases lo ca te d  on p ro p e r ty  designa ted by USRA as
ope ra tin g  p ro pe rty , p ip e lin e  p e rm its , and tra ckage  charges, are 
exc luded  from  the re a l e s ta te  va lu a tio n . USRA advises th a t th is 
in com e has been cons ide red in  its  p ro je c tio n s  o f ra ilro a d  ope ra ting  
in com e .



PURPOSE AND FUNCTION OF THE APPRAISAL

The purpose o f this appra isa l is to es tim a te  the m arke t value o f the sub ject 
p rope rty , m ore fu l ly  described here in , as o f O c tobe r 1, 1983.

As U3ed here in , m a rke t value may be de fined ass
• •

The p rice  which a w e ll- in fo rm e d  buyer a c tin g  in te ll ig e n t ly , 
vo lu n ta r ily , and w ith o u t necess ity would be wa rran ted  in paying, 
and a w e ll- in fo rm ed  se lle r a c tin g  in te l l ig e n t ly , v o lu n ta r ily , and 
w ith o u t necessity would be w a rran ted  in accep ting  fo r the 
p ro pe rty  as o f a ce rta in  da te .

The fu n c tio n  o f th is appra isa l is to p rov ide USRA w ith  an e s tim a te  o f m a rke t value 
o f the rea l e s ta te  fo r in co rpo ra tio n  in its  re p o rt on the m arke t va lue o f the  A laska  
Ra ilroad  p rope rtie s to be conveyed under the A la ska  R a ilro a d  T rans fe r A c t  (A .R .T .A .) .

The  sub je c t p rope rty  is va lued in fe e  s im p le , sub jec t to A .R .T .A . re s tr ic tio n s  as 
in te rp re te d  by U SRA .

ACKNO W LEDG EM ENT

A l l  o f the  judgements and conclusions con ta ined w ith in  this repo rt are those c f the 
appraisers fo r w h ich they assume fu l l p ro fessiona l re spons ib ility . H ow eve r, the 
appraisers w ish to acknow ledge the assistance o f D av id  W. Anderson , Douglas S. 
B u tche r, Joseph R . Dugan, A l f  M oody, and F re d e r ic k  3 . W illiam s o f Jackson-C ross 
Company in the p repa ra tion  o f various fa ce ts  o f th is re p o rt.
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SUM M ARY  OF SA L IE N T  FACTS  AND  CONCLUS IONS

PROPERTY  APPRA ISED : 

OWNER:

L A N D :

IM PROVEMENTS :

PRESENT USE:

H IGHEST AND  BEST USE:

A i l  A la ska  R a ilro a d  rea l es ta te holdings held in 
fe e  s im p le by the A la ska  R a ilroad .

The A laska  R a ilro a d  (U n ited  S tates D epa rtm en t 
o f T ra n spo rta tio n ).

The  to ta l land area valued is 28,416.31 acres, 
based on maps and o the r documents provided to 
the  appraisers by USRA and the A laska  Ra ilroad . 
USRA has a llo ca te d  -3,913.61 acres to O pera ting  
p ro pe rty  and 24,302.7 acres to N on -ope ra tin g  
p ro p e rty .

Numerous s tru c tu re s  loca ted  th roughou t the 
A la ska  R a ilro a d  land holdings are m ore fu l ly  
described he re in . Im provem ents con ta in ing  a 
to ta l o f 312,000+ square fe e t o f bu ild ing  area 
owned by the “ A la ska  R a ilroad  have value 
cons is ten t w ith  the h ighest and best uses o f the 
p rope rtie s under the assumptions p rov ided ov 
USRA .

O pe ra tin g  p ro pe rty  is devoted to ra il ope ra tion s . 
The  uses- o f N on -O pe ra tin g  p rope rties range 
from  undeveloped w ilderness to land leases fo r 
in d u s tr ia l, c om m e rc ia l, re s id en tia l, a g r ic u ltu ra l, 
in s t itu t io n a l, and re c rea tio na l.

A  separa te h ighest and best use conclus ion was 
made fo r each o f the  Va lua tion  U n its  described 
he re in . W ith  respect to O pe ra ting  p rope rty , 
h ighest and best use conclusions are based on the 
assum ption , p rov ided by USRA , th a t ra il 
opera tions w ill cease on O c tobe r 1, 1993.

M AR KE T  VALUE. OF  
OPERAT ING  PRO PER TY :

Land
Im provem en ts

T o ta l

S 3 ,770 ,000  
1.140 .000

$ 6 ,910 ,000

M AR KE T  V A LU E  OF  
N O N -O P ER A T IN G  PROPERTY :

T O T A L  M AR KE T  V A LU E :

Land
Im provem en ts

T o ta l

Land
Im provem en ts

T o ta l
Rounded to

$ 30 ,930 ,000  
120,000

$ 31 ,030 ,000

$ 36 ,700 ,000  
1 ,260 .000

$ 37 ,960 ,000  
S 38 ,000 ,000
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VA LU A T IO N

A f te r  considering a ll the fa c ts  and c ircum stances in connection w ith  the sub ject 
p rope rty , i t  Is our op in ion th a t the m a rke t value o f the land and im provem ents , as o f 
O c to b e r* !, 1983, w il l be;

—  F IF T Y  E IG H T  M IL L IO N  DO LLARS  —  
($5X^300,000)

This may be a llo ca ted  as fo llow s:

Land $ 56 ,7 *0 ,0 0 0  Th is is equ iva len t to 23,*16.31 acres a t $1,997 per
acre .

Im provem en ts $ 1 ,260 ,000 Th is is equ iva len t to 512,002 square fe e t o f ^
bu ild ing area a t $2.46 per square fo o t.

*\



OBJECTIVE AND VALUATION METHODOLOGY

T le  fin a l adoption o f a m ethodo logy fo r appra is ing the n on -ra il use fa ir  m a rke t 
value o* .'’ ie A laaka R a ilro ad  (ARR ) rea l e s ta te  resu lts from  comprehensive cons idera tion  
o f the A laska R a ilro ad  T ran s fe r A c t o f 1982 (A R TA ) wh ich defines assumptions and 
l im it in g  cond itions . M a rke t fa c to rs  were also considered in fo rm u la tin g  the process.

I t  has been the p ra c tic e  o f the A R R  to  lease its  rea l e s ta te , ra the r than sell i t .  
Jackson-C ross assumes a con tin ua tio n  o f th is p ra c tic e  regardless o f ownersh ip . 
Va lua tion  theo ry assures th a t proper c a p ita liz a tio n  o f an incom e s tream  resu lts in a 
value conclusion synonymous w ith  an appra isa l assum ing sale o f the leased fee  in te re s ts .

To  a rr ive  a t a fa ir  m a rke t va lue to the S ta te  o f A laska , the basic m ethodo logy 
com ports w ith  conven tiona l rea l e s ta te  approaches and techniques.

Two m a jo r steps are requ ired to  e s tim a te  the  fa ir  m a rke t value o f the  A laska  
R a ilro a d .

F ir s t ,  the  base values are de te rm ined . Each base va lue represents 
the e s tim a ted  p rice  fo r a s ing le  pa rce l as o f O c tobe r I , 1983, 
assum ing th a t i t  is sold on th a t da te , th a t i t  is the on ly  p iece o f 
A laska  R a ilro ad  p ro pe rty  on the m a rke t in  th a t area a t the tim e , 
and th a t the re  are no re s tr ic tio n s  or encumbrances p reven ting  the 
sale .

Second, the ne t revenues, i f  any, l ik e ly  to  be rece ived from  
n o n -ra il use leas ing o f the sub jec t p ro pe rty  are es tim a ted ; the 
period o f t im e  i t  is l ik e ly  to  take  to  re a liz e  those ne t revenues are 
es tim a ted ; and, the presen t va lue is appraised as o f O c tob e r 1,
1983, o f the e xpe c ta tio n  o f those fu tu re  ne t revenues, cons idering  
the  cost o f money over t im e  and the r is k  o f u n ce rta in ty  th a t the 
p ro je c ted  ne t revenues w i l l ,  In fa c t ,  be re a liz e d .



BASE VALUE

The f i r s t  r  tw o  m a jo r va lua tio n  phases invo lves a d e te rm in a tio n  o f base va lue , or 
the to ta l o f a ll gross proceeds to be rece ived  fo r the rea l p ro p e r ty  i i  i t  were sola in  
m arke tab le  parce ls on O c to b e r 1, 1923. Base va lue assumes th a t each parce l is the on ly  
parce l being m a rke ted  a t the  sub je c t p ro p e r ty  on O c to b e r 1, 1923.

P ro p e r ty  C a tego rie s
The A la ska  R a ilro a d  p ro p e r ty  Is com prised o i bo th ope ra tin g  and n on -ope ra tin g  

p ro p e r ty . The U n ite d  S ta tes R a ilw a y  A sso c ia tio n  supplies Jackson -C ross w ith  the 
co n fig u ra tio n  be tween these ca tegories.- T h e y  are d is tingu ished by the fo llo w in g  
assumptions:

1. O p e ra tin g  p ro pe rty  is n o t m a rke ta b le  fo r  n o n -ra il use fo r  a 
period  o i ten years.

2, N o n -o p e ra t in g  p ro pe rty  is im m e d ia te ly  m a rk e ta b le  fo r  
n o n -ra il use.

B o th  ca tego ries o i p ro p e r ty  a re appra ised by Jackson -C ross under the 
a io rem en tio ned  cond itions , e xcep t where the  ra ilro a d  lacks t i t le .  Ja ckscn -C rcss  re lies 
upon USRA fo r  in s tru c tio n s  rega rd ing  the e x te n t to  wh ich p rope rtie s  should be inc luded  
or exc luded due to t i t le  p rob lem s.

M a rk e t A reas
A l l  A la ska  R a ilro a d  re a l e s ta te  is exam ined by m a rke t a rea . Those parcels sharing  

econom ic , so c ia l, and geograph ic ch a ra c te r is tic s  tend to have th e ir  values in flu enced  by
-N

the same lo ca l phenomena. F a r in s tan ce , changes in popu la tio n , re a l e s ta te  supp ly , 
in d u s tr ia l g row th , p ro p e r ty  taxes and tra n sp o r ta tio n , among o th e r poss ib ilitie s , m ay  
in flu e n ce  the p ro p e r ty  w ith in  a m a rke t a rea and have no d ire c t measure b.e e f fe c t upon 
ne ighboring com m un itie s  o r ju r is d ic t io n s . M o s t im p o r ta n t ly , from  a va lua tion  s tandpo in t, 
is th a t w ith in  a m a rke t a rea - p rope rtie s  o f s im ila r u t i l i t y  com pete fo r e x is tin g  demand. 
O bv ious ly , no m a rke t is to ta l ly  im m une to w ha t occu rs ou ts ide  its  borders, bu t w ha teve r 
m acro -e conom ic  im p a c t m ay occu r i t  is best to measure i t  w ith  lo ca l m a rke t d a ta  if it 
ex is ts .
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Va lua tion  U n it
F o r a il o f the  A laaka R a ilro ad  rea l p ro pe rty  assigned lo r  va lua tion , Jackson-C ross 

analyzes each o f the perm iss ib le  uses and de te rm ines wh ich uses are m ost p ro fita b le  and 
l ik e ly  as o f the da te  the p ro pe rty  can be m arke ted  fo r n o n -ra il use.

A l l p ro pe rty  in  each m a rke t area is d iv ided  in to  va lua tion  un its . P rope rty  w ith in  a 
un it is o f cons is ten t h ighest and best use and value le ve l. The va lua tion  un it is d if fe re n t 
from  a m a rke tab le  pa rce l. I t  is a method o f re po rtin g  value resu lts on ly . The valuation 
un it m ay cons is t o f one o r m ore m a rke tab le  parce ls .

A  rev iew  o f the sub jec t p rope rty  a long w ith  sales and leases id e n t if ie d  in the 
m a rke t enables the appra iser to  assign p re lim in a ry  p a rce iiz a tio n . D u ring  the base 
va lua tion  phase i t  is o fte n  necessary to m od ify  the va lua tion  un its .

V a lua tion  Ana lys is
F o r each va lua tio n  un it a de ta iled  s tudy o f m a rke t da ta  is u til iz e d  to de te rm ine  

u n it va lues. Th is analysis includes cons ide ra tion  fo r m arke tab le  parce l lo c a tio n , h ighest 
and best use, s ize , shape, topography, so il cond itions , access, and any o the r variab les 
wh ich m ay have an im pa c t on va lue .

. T he  re su lt in g  base u n it va lue fo r 'e a ch  va lu a tio n  u n it is m u ltip lie d  by the s ize o f the 
va lua tion  un it to  equal the to ta l base va lue . F o r exam p le , a 10,0C0 square fo o t va lua tion  
un it w ith  a sq u ire  fo o t va lue o f $2.00 resu lts in  a to ta l Base Value o f $20,GQO.0O. The 
u n it va lue applied r e f l e c t  the gross u n it p rice  l ik e ly  to be rece ived fo r the op tim um  
sized m a rke tab le  parce ls w ith in  the va lua tion  u n it . T o  p rope rly r e f le c t m a rke t da ta , a 
10,000 square fo o t va lua tion  u n it is no t va iued as a 10,000 square fo o t parce l i f  the 
standard m a rke tab le  lo t is 3,000 square fe e t . In s tead , I t  is valued as tw o 3,000 square 
fo o t lo ts , each o f w h ich are assumed no t to  com pe te  w ith  the o th e r.

Base Va lue  L im ita t io n s
A s m en tioned e a r lie r , Base Value fo r  the A la ska  R a ilroad  rea l e s ta te  is the sum o f 

a ll o f the in d iv id ua l m a rke tab le  parce l gross se llin g  prices on O c tob e r 1, 1983. I t  
assume*] th a t none o f these parcels are encumbered by the requ irem en t to opera te a 
ra ilro a d , or by the ex is tence o f leases wh ich are no t in c o n fo rm ity  w ith  the m a rke t. I t  
also assumes th a t no o th e r p ro pe rty  w ith in  the  sub je c t p o r tfo lio  is a v a il ib le  fo r sale or 
lease on th a t d a t* .
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PORTFOLIO MARKET VALUE

The  second m a jo r phase o f th is va lua tion  invo lves the d iscoun ting  o f fu tu re  
proceeds to a presen t w o rth . T h is  d iscoun ted cash f lo w  process a rrives a t a va lue fo r the 
e n tire  A la ska  R a ilro a d  rea i e s ta te  p o r t fo lio  as a s ing le  p ro pe rty . The d iscoun ting  
techn ique 's a pp licab i l i t y  to  the  sub je c t assignment is exp la ined be low .

A p p lic a b il i ty  o f D iscoun ted  Cash F lo w  Techn ique
The d sco u n te d  cash f lo w  te chn ique  is a s tandard va lua tio n  to o l fo r  d e te rm in in g  the 

p resen t va lue o f cash flow s to  be re a liz e d  ove r a period o f tim e  from  the d ispos ition  or 
use o f assets. In  the su b je c t case w here I t  is l ik e ly  a purchaser wou ld con tinue  the 
p ra c tic e  o f the R a ilro a d  to lease the p ro p e rty , d iscoun ted cash flow  analysis, is an 
app rop ria te  va lu a tio n  p ra c tic e . A s a p ra c tic a l m a tte r , the same presen t va lue should be 
re a liz e d  from  leas ing p ro p e r ty  a t m a rke t ra tes o r from  se llin g  the  assets fre e  o f 
encum brances.

The  d iscoun ted cash f lo w  te chn ique  is necessary because the am oun t o f d ie  A la ska  
R a ilro a d s  rea i e s ta te  ho ld ings, the  d if fe re n t geograph ic m arke ts where th a t p ro p e r ty  is 
lo ca te d  and the  d iv e rs ity  o f h ighes t and best uses canno t be d ir e c t ly  compared to a sing le  
"com parab le4 sa le in  the m a rk e t.

T he  sub je c t p ro p e r ty  is e spe c ia lly  conduc ive  to d iscoun ted cash f lo w  due ro the:

1. L ong  te rm  n a tu re  o f d ie  e x is tin g  leases. '

2. D iv e rs ity  o f th e  re a i e s ta te  in v e n to ry .

3. H e te rogenous n a tu re  o f the  business e n t i ty  wh ich indudes  
ope ra tin g  a ra ilro a d  and manag ing a rea i e s ta te  p o r t fo lio .

4. L a c k  o f a s ta b iliz e d  incom e s tream  or le ve l annu ity .

T he  p rocedure o f p e rfo rm in g  a d iscoun ted  cash f lo w  analysis invo lves a p ro je c tio n
o f:

1. P e r io d ic  a c tu a l gross in com e U he iy to  be rece ived .

2. The p e rio d ic  m anagem en t, m a rke tin g  and ho ld ing costs 
l ik e ly  to  be in cu rre d .

3. The  re la t iv e  r is k  and t im e -c o s t o f money in re a liz in g  d ie 
p ro je c tio n s .



Pace o i Abso rp tion
A n  im po rta n t e lem en t o f the d iscounted cash f lo w  analysis is the tim e when the 

po te n tia l bene fits ( i.e ., proceeds o f sale o r lease) are lik e ly  to be rea lized . A tim e tab le  
fo r  rea liz in g  lease income from  the A la ska  R a ilro ad  properties resu lts from  a de ta iled  
analysis in each o f the m a jo r m a rke t areas.

W ith in  each m a rke t area p rope rty  is ca tego rized  by highest and best use. Each 
h ighest and best use ca tego ry is then ana lyzed fo r q u a lity  ch a ra c te r is tic s  which may 
a f fe c t  the pace a t which- the p ro pe rty  is l ik e ly  to  be leased. For m a jo r m arke ts a study 
o f e x is ting  m a rke t a c t iv i ty  a long 'w ith soc io -e conom ic  fa c to rs  supplies the appraiser w ith  
the basic da ta necessary to  p ro je c t the l ik e ly  ra te  o f absorption th a t wou ld be p red ic ted  
by an inves to r as o f O c tobe r 1, 1983.

W ith  regard to non -ope ra tin g  p ro pe rty  in  Anchorage , app ro x im a te ly  20% o f the 
do lla r va lue is c u rre n tly  under lease; s im ila r ly , in  Fairbanks app ro x im a te ly  60% o f the 
do lla r value o f the non -ope ra tin g  ra ilro ad  p ro pe rty  is cu rre n tly  leased. Jackson-C ross 
considers these p rope rtie s , and those under lease in  o the r m arke ts , to have been a lready 
absorbed in to  the m a rke t, and to rem a in  under lease fo r the te rm  o f the ex is ting  
con tra c ts . The appra ise r, using rea l e s ta te  m a rke t and o ther econom ic da ta , then 
es tim a tes the ra te  a t wh ich the unleased p ro pe rty  would be leased, inc lud ing the e f fe c t 
o f re -lea s ing  p rope rty  a f te r  the te rm in a tio n  o f ex is tin g  con tra c ts . W h ile  he considered 
th a t any te rm in a tin g  leases cou ld  be renewed im m ed ia te ly , because s ta r t-u p  tim e  would 
be necessary fo r a new owner, Jackson-C ross assumed th a t no o ther new leases would be 
en tered in to  fo r a t le a s t one yea r. The appra iser also estim ates the ra te  a t which the 
opera ting  p rope rty  cou ld have been leased fo r a lte rn a tiv e  uses under the h ypo the tica l 
assumption th a t ra ilro ad  opera tions te rm in a te  a f te r  ten years.

R en ts
A  rev iew  o f rea l e s ta te  p ra c tices  in bo th Anchorage and Fa irbanks reveals tha t 

land leases gene ra lly p rov ide fo r  the esca la tion  (or reduction ) o f ren ts eve ry f iv e  years.
Th is f iv e -y e a r  c yc le , wh ich is con ta ined in  m ost o f the ex is ting  lessee o f A laska R a ilroad
p ro pe rty , is assumed to con tinue fo r new leases. A cco rd in g ly , rents would be set a t new 
m a rke t ren ts on ly  where

1. The esca la tion  is due;
2. The lease exp ires and a renewal a t m a rke t re n ta l value is an tic ipa ted ;
3. A  vacan t p ro pe rty  is leased.

i



C a p ita liz a t io n  F a c to r

To d e te rm ine  m a rke t re n t, a c a p ita liz a tio n  or re n ta i fa c to r  is derived from  ren ta ls 
o f parce ls s im ila r to sub je c t m a rke tab le  pa rce ls . A  s tudy o f p ro pe rty  sold and leased 
in d ica te s  a range o f 9% to  11%. A n  o v e fa ll fa c to r  o f 9.73% is considered app rop ria te  fo r 
the in d iv id ua l sub je c t p ro pe rtie s . B o th  o ve ra ll q u a lity  and d iv e rs ity  o f the in ve n to ry  
co n s titu te  the p rim e cons ide ra tion  fo r  the  proposed fa c to r .

M anagem ent and Leas ing  gspense
A  study o f d ie  m a jo r m a rke t areas ind ica te s  m anagement fees fo r  income 

p roduc ing p rope rtie s  rang ing be tw een 4% to  6£%  o f gros3 incom e . Th is range does not 
in d u d e  sepa ra te  b rokerage comm issions paid when a lease is a rranged . In l ig h t o f the 
am ount o f p ro pe rty  in vo lve d  he re , and the e x te n t o f m anagement and leas ing a c t iv i ty  
ava ilab le  to  a com pe ten t f i rm , an o ve ra ll f ig u re  o f 3% o f the e f fe c t iv e  gross incom e is 
considered adequa te . T h is , o f cou rse , in d u de s  any reasonable com b ina tion  o f in * house 
costs and ou ts ide comm iss ions .

H o ld in g  Expense
The ownersh ip o f the  A la ska  R a ilro a d  rea i e s ta te  ca rries c e r ta in  expense 

ob liga tions regard less o f w he the r i t  is to ta l ly  o r o n ly  p a r t ia lly  leased. The expenses 
in d u d e  rea l e s ta te  taxes, a dm in is tra t io n , insu rance , specia l lega l and accoun ting  
fu n c tio n s , m a in tenance , s e c u r ity  and supp lies . The to ta l e s tim a ted  annual a llow ance fo r 
ho ld ing is 1 ?% o f base va lue .

T e rm in a l Va lue
Bo th  N o n -o p e ra t in g  and O p e ra tin g 'p ro p e r t ie s  have ten year earnings p ro je c tio n s . 

To take  in to  accoun t the pe rpe tua l na tu re  o f lease in com e , during the ten th  year o f each 
p ro je c tio n , va lues a re  s ta b iliz e d  and d iscoun ted to O c to b e r, 1953. Th is is knosvn as 
va lu ing  the f in a l re ve rs io n . T he  p rocedu re takes in to  accoun t th a t proceeds w il l be 
genera ted beyond d ie  lease in com e p ro je c tio n  pe riod .

D is coun t R a te
S ince the sum o f a ll p ro je c te d  n e t incom e is no t to  be rece ived cn O c tobe r 1, 1983 

a ra te  fo r  d iscoun ting  the  proceeds to th a t da te  is requ ired .
A  p ruden t in ve s to r demands a re tu rn  fo r  his in ve s tm en t in c lud ing  a rea l ra ts  o f 

in te re s t, com pensa tion fo r in f la t io n  fa c to rs  and fo r  r is k  associa ted w ith  a proposed
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in ve s tm en t. A lso requ ired  in  a rea l e s ta te  transac tion  is compensation fo r the re la t iv e  
n o n - iiq u id ity  o f the in ve s tm en t. The d iscoun t ra te  represents the ra te  a t wh ich the 
m arke t would take a il o f these fa c to rs  in to  cons ide ra tion w ith  respect to fu tu re  earnings 
and pay a fa ir  p rice  fo r the r ig h t to  rece ive  such fu tu re  earn ings.

The re  are no p ro je c ts  w h ich  can be compared d ire c t ly  w ith  the va lua tion  o f 
app ro x im a te ly  28,416 acres o f A la ska  rea i e s ta te . On in d iv id ua l transactions fo r parcels 
in  the reg ion , Jackson -C ross has de te rm ined  th a t the m a rke t is c u rre n tly  demanding 
ra tes o f re tu rn  on e q u ity  be fo re  taxes o f 1.396 to 2096. The size and com p le x ity  o f the 
sub je c t transac tion  lead to  a conc lus ion th a t a h igher ra te  o f re tu rn  would be necessary 
to  a t t r a c t e qu ity  c a p ita l. A  p ruden t in ve s to r would l ik e ly  s tru c tu re  the acqu is ition  on 
the assumption o f 7396 debt and 23% e qu ity  m ix  and would requ ire  a 23% re tu rn  fo r the 
equ ity  com ponen t.

The cost o f deb t ca p ita l is a ba rom e te r o f m in im um  requ irem en ts fo r d iscoun t. 
M a jo r 'A la s k a  p ro jec ts w ith  tang ib le  deve lopm en t plans are a t t ra c t in g  m ortgage cap ita l 
a t 1.3% to 2.3% above p rim e on a f lo a t in g  basis. F ixed  ra tes requ ire  13% to 14% and are 
sub jec t to a typ ica l 20 to  23 year te rm . F ixed  ra te  m ortgages are c u r re n tly  sub jec t to 
ca ll e ve ry f iv e  to  s ix  years. M o rtg age  constants range between 14% and 14.3%. S ince 
the  A laska  R a ilro ad  has a s ig n if ic a n t p o rtio n  o f undeveloped p ro pe rty , the p o r tfo lio  as a 
whole would no t m ee t p re va ilin g  standards fo r in s t itu t io n a l in ves to rs . Since o ther 
lenders in such c ircum stances demand h igher re tu rn s , i t  is concluded a debt cost o f 16% 
would be app rop ria te .

O ve ra ll, th e re fo re , a c a p ita liz a tio n  cons is ting o f 73% debt a t 16% cos t and 23% 
equ ity  a t cos t o f 23% leads to an 1S% to ta l p ro pe rty  re tu rn  to acqu ire the p o r t fo lio .

Each m a jo r m a rke t area in  the A la ska  R a ilro a d  reg ion has d if fe re n t in ve s tm en t 
cha ra c te r is tic s . In th is analysis the o ve ra ll p o r tfo lio  d iscoun t ra te  adequa te ly considers 
these d iffe ren ces .

Specia l C ons ide ra tions
How  the m a rke t reac ts today is the best in d ic a to r o f i ts  pe rcep tion o f the fu tu re . 

C u rre n t p rices , ren ts and absorp tion re f le c t inves to rs ' an tic ipa tions o f p ro f i t  and use. 
C u rre n t fin an c in g  p ra c tices are an e xce lle n t In d ica tio n  o f th a t m arke t's  a n tic ip a tio n  o f 
fu tu re  rea i and in f la t io n a ry  trends . F o r these reasons much w e igh t was placed on m a rke t 
da ta . H ow eve r, due to the tw e n ty  years requ ired fo r  rea liz in g  op tim um  proceeds, 
Jackson -C ross also takes in to  accoun t:
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T rends in  gove rnm en t sponsored econom ic programs which 
are  i ik e iy  to  a f fe c t  the rea i e s ta te  m a rke t in A la ska . These 
in d u d e , bu t a re  no t L im ited  to , pub lic  land sales, pub lic 
f in a n c in g , pe rm anen t fund p ro je c tio n s , and leg is la tio n  
re s tr ic t in g  expend itu res .

P ro je c tio n s  fo r  p roduc tion  and revenues and th e ir  im pac t 
upon em p lo ym en t, p rie s  changes, and u lt im a te ly  rea l es ta te  
supp ly and demand.

D em og raph ics , in c lud ing  where in A la ska  g row th  has 
o ccu rre d , and w here i t  is expec ted in the fu tu re . H ow  such 
g row th  m ay a f fe c t  p rices and absorp tion varies by ages, 
occupa tions , and in com e le ve ls .

N ew  o r expand ing in du s tr ie s , such as the re cen t in f lu x  o f 
se rv ice  and pro fess iona l businesses. Th is is i ik e iy  to 
c o n tr ib u te  towards the con tin u in g  econom ic g row th  o f the 
s ta te .

D e fense  spend ing , w h ich is L ike ly to  con tinue  as a m a jo r 
c o n tr ib u tio n  to the A la ska  econom y.



SUMMARY OF VALUATION PROCEDURE

W ith in  the body o f the re po rt are com pu te rized  summaries o f the va lua tion  
process. The steps taken in the appra isa i ca lcu la tio n  are as fo llow s :

1. T o ta l Base Va lue is de te rm ined fo r O c tobe r 1, 1983.

2. F o r each period T o ta l Base Va lue is esca la ted a t a ra te  of
3% to  3% depending on the m a rke t area .

3. A  re n ta l fa c to r  o f 9.73% is app lied to each to ta l pe riod ic
Base Va lue to a rr iv e  a t a m axim um  po ten tia l gross incom e.

4. The m axim um  p o te n tia l gross income is then m od ifie d  to 
re f le c t:

a . C u rre n t leases wh ich are no t a t m a rke t leve ls; and

b. P ro p e r ty  wh ich is no t ye t p ro je c ted  as leased.

5. M anagem ent and leasing expense is sub tra c ted  a t a ra te  o f 
3% o f e f fe c t iv e  gross incom e each pe riod .

6 . H o ld in g  expense is sub tra c ted  a t a ra te  o f l£ %  o f base value 
each period .

7. The period ne t incom e is ca lcu la te d .

8. The n e t incom e is d iscoun ted a t an annual ra te  o f 18% each
pe riod .

9. D u rin g  the te n th  year fo r  non -ope ra tin g  p rope rty  and the 
tw e n tie th  year fo r  the ope ra ting  p rope rty  a sing le revers ion 
is ca lcu la te d  aga inst the to ta l o f the cap ita lize d  va lue fo r
each o f those years* net incom es, plus the base va lue o f
p ro pe rty  rem a in ing  unleased. The revers ion fa c to r applied 
is 12%.
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F O R E W O R D

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

In 1914, C o n g r e s s  a u t h o r i z e d  c o n s t r u c t i o n  of the A l a s k a  

R a i l r o a d  to o p e n  up A l a s k a ' s  i n t e r i o r  a n d  to f a c i l i t a t e  c o m m e r c e  

t h r o u g h  A l a s k a ' s  p o r t s .  A f t e r  t h e  a r d u o u s  job of b u i l d i n g  a 

r a i l r o a d  t h r o u g h  the w i l d e r n e s s  w a s  c o m p l e t e d  in 1923, P r e s i d e n t  

H a r d i n g  d e d i c a t e d  the r a i l r o a d  a n d  a n e w  e r a  b e g a n  in A l a s k a ' s  

h i s t o r y .  T h e  r a i l r o a d  w e n t  o n  to p l a y  a s i g n i f i c a n t  r o l e  i n - t h e  

d e v e l o p m e n t  of A l a s k a ' s  i n t e r i o r  a n d  as a n  a r m e d  f o r c e s  s u p p l y  

li n k  d u r i n g  W o r l d  W a r  II.

It lias b e e n  o p e r a t e d  b y  t h e  F e d e r a l  g o v e r n m e n t  s i n c e  its 

inception,, a n d  t o d a y  it is a d m i n i s t e r e d  b y  the F e d e r a l  R a i l r o a d  

A d m i n i s t r a t i o n  as p a r t  o f  t h e  D e p a r t m e n t  of T r a n s p o r t a t i o n .  It 

c u r r e n t l y  o p e r a t e s  o v e r  525 r o u t e  m i l e s  s e r v i n g  the p r i n c i p a l  

A l a s k a  c i t i e s  of A n c h o r a g e  a n d  F a i r b a n k s ,  t h e  p o r t s  of W h i t t i e r  

a n d  S e w a r d ,  a n d  n a t u r a l  a t t r a c t i o n s  s u c h  as D e n a l i  N a t i o n a l  Park. 

B o t h  f r e i g h t  a n d  p a s s e n g e r  s e r v i c e  is o f f e r e d  y e a r  round. 

I n t e r l i n e  r a i l  f r e i g h t  t r a f f i c  is i n t e r c h a n g e d  at W h i t t i e r  w i t h  

b a r g e  l i n e s  l i n k i n g  t h e  r a i l r o a d  w i t h  S e a t t l e  a n d  P r i n c e  Rupert, 

B.C. P r i n c i p a l  f r e i g h t  c o m m o d i t i e s  c a r r i e d  i n c l u d e  gravel, coal, 

a v i a t i o n  fuel, p i pe, b u i l d i n g  m a t e r i a l s  a n d  p i g g y b a c k .

W h i l e  t h e  A l a s k a  R a i l r o a d  p e r f o r m s  a n  i m p o r t a n t  f u n c t i o n  

w i t h i n  t h e  S t a t e  of A l a s k a ,  its o p e r a t i o n s  a n d  p a t r o n a g e  are 

m o d e s t  w h e n  c o m p a r e d  w i t h  r a i l r o a d s  in t h e  l o w e r  48 w h e r e  it 

w o u l d  b e  c l a s s i f i e d  as «: m e d i u m - s i z e d  " s h o r t - l i n e "  c a r r i e r  w i t h  

b e l o w  a v e r a g e  f r e i g h t  t r a f f i c  d e n s i t y .  H i s t o r i c a l l y ,  the



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

S i n c e  1939, t h e  a p p r o p r i a t i o n s  h a v e  b e e n  u s e d  a l m o s t  e x c l u s i v e l y  

f o r  c a p i t a l  a n d  m a i n t e n a n c e  p r o j e c t s .  S i n c e  1975, a p p r o p r i a t i o n s  

h a v e  r a n g e d  f r o m  a l o w  o f  $ 3 . 0  m i l l i o n  in 1978 to a h i g h  of 

$ 1 2 . 6  m i l l i o n  in 1981.

In f i s c a l  y e a r  1983, w h i c h  e n d s  S e p t e m b e r  30, it is e s t i m a t e d  

t h a t  t h e  r a i l r o a d  w i l l  h a v e  c a r r i e d  8 2 , 0 0 0  c a r l o a d s  a n d  2 0 4 , 0 0 0  

p a s s e n g e r s .  P r o j e c t e d  f i s c a l  y e a r  1983 r e v e n u e s  a r e  $ 5 5 . 5  
m i l l i o n  w i t h  o p e r a t i n g  e x p e n s e s  e s t i m a t e d  a t  $ 5 0 . 8  m i l l i o n .  . As 

s h o w n  in T a b l e  1, t h i s  c o n t i n u e s  a t r e n d  b e g u n  in f i s c a l  y e a r  

1981, t h e  f i r s t  t i m e  s i n c e  the A l a s k a  p i p e l i n e  c o n s t r u c t i o n  y e a r s  

t h a t  t h e  r a i l r o a d ' s  o p e r a t i n g  r e v e n u e s  e x c e e d e d  e x p e n s e s .
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T a b l e  1

T H E  A L A S K A  R A I L R O A D  
F i n a n c i a l  R e s u l t s

[

L
L
L
L

•I.
L

R e v e n u e
M i l l i o n s

E x p e n s e s  
(Inc. Dep.) 
5 M i l l i o n s

S u r p l u s  
(Shortfall) 
5 M i l l i o n s

E x p e n s e /
R e v e n u e
R a t i o

F e d e r  
A p p r o  

D r i a t i  
5 M i l l

1 7 . 7 2 0 . 7 (3.0) 117
21.5 2 2 . 6 (1 . 1 ) 105
42.3 36 . 5 5.8 8 6 6 . 0
53.7 49 . 6 4.1 92 9.0

.35.0 36 . 0 (1 .0 ) 103- 6 . 0
29 . 1 33.6 (4.5) 115 3.0
25 . 2 31 . 8 (6 .6 ) 126 9.3
2 8 . 9 3 4 . 7 (5.8) 1 2 0 6 . 5
4 3 . 9 4 0 . 6 3.3 92 1 2 .6 ..
58.8 4 9 . 2 9.6 84 6 A
55 . 5 50.8(2) 4.7 92 w .

\ ■

fr o m  J u n e to S e p t e m b e r in 1976. T r a n s i t i o n

F i s c a l  Y e a r  (1)

1973
1974
1975
1 9 7 6  (1)
1 9 7 7
1978
1 9 7 9
1980
1 9 8 1
19 8 2
1983

1) Y e a r  e n d  change 
q u a r t e r  i g n o r e d .

2) F o r  c o m p a r i s o n  w i t h  p r e v i o u s  y e a r s ,  e x c l u d e s  52.3 m i l l i o n  of 
e n g i n e e r i n g  e x p e n s e  p r e v i o u s l y  t r e a t e d  as c a p i t a l .

3) $ 7 . 6  m i l l i o n  w a s  a p p r o p r i a t e d  in the c o n t i n u i n g  r e s o l u t i o n ,  
P u b l i c  L a w  9 7 - 3 7 7  in D e c e m b e r  1 9 82. T h e  D O T  a p p r o p r i a t i o n s  bi l l  
for f i s c a l  y e a r  1 9 8 3  c o n t a i n e d  n o  f u n d i n g  f o r  the A l a s k a  
R a i l r o a d .



I N T R O D U C T I O N  A N D  S U M M A R Y

T h e  A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1982, P.L. 97-468 (ARTA) 

w a s  s i g n e d  i n t o  law o n  J a n u a r y  14, 1983. In t h a t  Act, C o n g r e s s  

f o u n d  th a t  w h i l e  c o n t i n u a t i o n  of t h e  A l a s k a  R a i l r o a d  is n e c e s s a r y  

to a c h i e v e  F e d e r a l ,  S t a t e  and p r i v a t e  o b j e c t i v e s ,  c o n t i n u e d  

F e d e r a l  c o n t r o l  and f i n a n c i a l  s u p p o r t  a r e  no l o n g e r  r e q u i r e d  to 

a c c o m p l i s h  t h o s e  o b j e c t i v e s .  C o n g r e s s  f u r t h e r  f o u n d  th a t  the 

A l a s k a  R a i l r o a d  w a s  p r i m a r i l y  b e n e f i t t i n g  A l a s k a  r e s i d e n t s  and 

b u s i n e s s e s  a n d  c o n c l u d e d  th a t  the F e d e r a l  g o v e r n m e n t  s h o u l d  o f f e r  

to t r a n s f e r  t h e  R a i l r o a d  to t h e  S t a t e  o f  Alaska.

A R T A  e s t a b l i s h e s  t h e  t e r m s  and c o n d i t i o n s  for t r a n s f e r r i n g  

the R a i l r o a d ,  s e t s  f o r t h  t h e  t i m e t a b l e  a n d  p r o c e d u r e s  for 

a c c o m p l i s h i n g  t h e  t r a n s f e r ,  a n d  a u t h o r i z e s  the S e c r e t a r y  of 

T r a n s p o r t a t i o n  to e f f e c t  t h e  t r a n s f e r  u p o n  c e r t i f i c a t i o n  thac the 

S t a t e  h a s  c o m p l i e d  w i t h  t h e  A c t ' s  t e r m s  a n d  c o n d i t i o n s .  As part 

of t h e  t r a n s f e r  p r o c e s s ,  A R T A  S e c t i o n  6 0 5 ( d ) ( 1 )  d i r e c t s  the 

U n i t e d  S t a t e s  R a i l w a y  A s s o c i a t i o n  (USRA) to d e t e r m i n e  the 

R a i l r o a d ' s  f a i r  m a r k e t  value. T h i s  r e p o r t  f u l f i l l s  that 

r e q u i r e m e n t .

O n  J u l y  15, 1983, p u r s u a n t  to A R T A  S e c t i o n  605(a), the U n i t e d  

S t a t e s  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  t h e  S t a t e  o f  A l a s k a  

s u b m i t t e d  a J o i n t  R e p o r t  (605(a) R e p o r t )  d e s c r i b i n g  the assets 

a n d  l i a b i l i t i e s  to be t r a n s f e r r e d .  A s  d i r e c t e d  by ARTA, U S R A  has 

u s e d  i n f o r m a t i o n  c o n t a i n e d  in t h a t  r e p o r t  to the e x t e n t  r e l e v a n t  

to d e t e r m i n i n g  the Railroad's, f a i r  m a r k e t  value.



In d i r e c t i n g  U S R A  to v a l u e  the A l a s k a  R a i l r o a d ,  A R T A  p r o v i d e s

t h r e e  s p e c i f i c  i n s t r u c t i o n s  c o n c e r n i n g  t h a t  v a l u a t i o n .  F i r s t ,

S e c t i o n  6 0 5 ( d ) ( 1 )  s t a t e s  t h a t  U S R A

" s h a l l  d e t e r m i n e  t h e  f a i r  m a r k e t  v a l u e  of the A l a s k a  Railroad 
u n d e r  t h e  t e r m s  a n d  c o n d i t i o n s  o f  t h i s  title, applying s u c h  
p r o c e d u r e s ,  m e t h o d s  a n d  s t a n d a r d s  a s  a r e  g e n e r a l l y  accepted 
as n o r m a l  a n d  c o m m o n  p r a c t i c e . "

S e c o n d ,  t h e  A c t  p r o v i d e s  thav.

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

F i n a l l y ,  t h e  A c t  r e q u i r e s  t h a t

" [ t ] h e  A s s o c i a t i o n  s h a l l  t a k e  i n t o  a c c o u n t  all o b l i g a t i o n s  
i m p o s e d  b y  t h i s  t i t l e  a n d  o t h e r  a p p l i c a b l e  l a w  u p o n  o p e r a t i o n  
a n d  o w n e r s h i p  o f  t h e  S t a t e - o w n e d  r a i l r o a d . "

In r e a c h i n g  its d e t e r m i n a t i o n  o f  v a l u e ,  U S R A  u s e d  the

n o r m a l l y  a c c e p t e d  d e f i n i t i o n  t h a t  f a i r  m a r k e t  v a l u e  is " w h a t  a

w i l l i n g  b u y e r  w o u l d  p a y  . . .  to a w i l l i n g  s e l l e r . " *  In t h e

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

" m e a n s  m e r e l y  a n  a t t e m p t  to e s t i m a t e  t h e  p r i c e  f o r  w h i c h  the

* U n i c e d  S t a t e s  v. M i l l e r , 317 U.S. 369, 3 7 4  (-1943); U n i c e d  S t a t e s  
v. 5 6 4 . 5 4  A c r e s  of L a n d , 441 U.S. 506, 511 (1979). W h i l e  the 
w i l l i n g  b u y e r / w i l l i n g  s e l l e r  d e f i n i t i o n  o f  f a i r  m a r k e t  v a l u e  
o r d i n a r i l y  f o c u s e s  o n  t h e  l o s s  to t h e  s e l l e r  (i.e., t h e  lo s s  to 
t h e  U n i t e d  S t a t e s  in d i s p o s i t i o n  of  t h e  r a i l r o a d ) ,  A R T A  S e c t i o n  
6 0 5 ( d ) ( 1 )  m a n d a t e s  a f o c u s  o n  t h e  o b l i g a t i o n s  i m p o s e d  b y  the 
b u y e r  ardsi* A R T A  (i.e., " o b l i g a t i o n s  i m p o s e d  by t h i s  t i t l e  . . . 
u p o n  o p e r a t i o n  a n d  o w n e r s h i p  of t h e  S t a t e - o w n e d  r a i l r o a d " ) .  
C o n s e q u e n t l y ,  to  b e  c o n s i s t e n t  w i t h  A R T A ’s d i r e c t i o n ,  the 
v a l u a t i o n  c o n c e n t r a t e s  o n  t h e  p r e s e n t  v a l u e  of  t h e  p r o p e r t y  
r i g h t s  to b e  r e c e i v e d  b y  t h e  p u r c h a s e r  u n d e r  ARTA.



p r o p e r t y  c o u l d  be s o l d  by s o m e  s t i p u l a t e d  s e l l e r  to a n y o n e  else,

• • •

Thus, f a i r  m a r k e t  v a l u e  is b a s e d  on  e c o n o m i c  v a l u e  in the 

m a r k e t p l a c e .  It a s s u m e s  that b o t h  b u y e r s  a n d  s e l l e r s  act 

r a t i o n a l l y .  It i g n o r e s  the s p e c i a l  d e s i r e  of a n y  p a r t i c u l a r  

b u y e r  f o r  t h e  p r o p e r t y  a n d  a n y  u n i q u e  v a l u e  w h i c h  the p r o p e r t y  

m a y  h a v e  to t h a t  p a r t i c u l a r  buyer.

T h i s  m e a n s  t h a t  t h e  f a i r  m a r k e t  v a l u e  of the A l a s k a  R a i l r o a d  

p r o p e r t i e s  is not t h e  s u b j e c t i v e  o r  s p e c i a l  v a l u e  of  t h o s e  a s s e t s  

to t h e  S t a t e  o f  A l a s k a .  T h e  p r i c e  w h i c h  the S t a t e  w o u l d  h a v e  to 

p a y  to a c q u i r e  the r a i l  p r o p e r t i e s  s h o u l d  be b a s e d  u p o n  h o w  m u c h  

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

s u b j e c t  t o  A R T A ' s  t e r m s  a n d  c o n d i t i o n s .

C o n s i s t e n t  w i t h  A R T A ' s  d i r e c t i o n  th a t  U S R A  a p p l y  " s t a n d a r d s  

as a r e  g e n e r a l l y  a c c e p t e d  a s  n o r m a l  a n d  c o m m o n  p r a c t i c e " ,  US R A  

h a s  d e t e r m i n e d  the a m o u n t  w h i c h  a r a t i o n a l  b u y e r  m i g h t  p a y  in the 

m a r k e t p l a c e  f o r  the p r o p e r t i e s  to b e  t r a n s f e r r e d ' t o  the S t a t e  of 

A l a s k a  c o n s i d e r i n g  b o t h  (1) the " t e r m s  a n d  c o n d i t i o n s "  of A R T A  

t h a t  w i l l  a p p l y  to t h e  S t a t e ' s  a c q u i s i t i o n  of the A l a s k a  

R a i l r o a d ,  a n d  (2) a l l  o b l i g a t i o n s  i m p o s e d  by A R T A  a n d  o t h e r  

a p p l i c a b l e  law u p o n  o p e r a t i o n  a n d  o w n e r s h i p  of the S t a t e - o w n e d  

r a i l r o a d .

B o n b r i c n t .  V a l u a t i o n  of P r o p e r t y , p. 65 (1937)? accord"! 
A m e r i c a n  I n s t i t u t e  o f  ReiT S s c a t e  A p p r a i s e r s ,  T h e  A p p r a i s a l  of 
R e a l  E s t a t e , pp. 2 3 - 2 4  (7th ed. 1978); 1 O r g e l r- V a l u a t i o n  U nder 
E m i n e n t  'D o m a i n , S e c t i o n  20, pp. 9 0 - 9 6  (2nd ed^.-l^S^).—  —
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S i n c e  A R T A ’s t e r m s  a n d  c o n d i t i o n s  r e q u i r e  t h e  S t a t e  to 

o p e r a t e  t h e  R a i l r o a d  f o r  a t  l e a s t  t e n  y e a r s  (or r a i l r o a d  

p r o p e r t i e s  w o u l d  r e v e r t  to t h e  U n i t e d  S t a t e s  u n d e r  A R T A  S e c t i o n  

6 1 0 ( a ) ) ,  d e t e r m i n i n g  t h e  R a i l r o a d ' s  f a i r  m a r k e t  v a l u e  b e g i n s  wi t h  

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

f o r  ten y e a r s ,  i n c l u d i n g  t h e  p r e s e n t  v a l u e  of t h e  R a i l r o a d ' s  no n -  

o p e r a t i n g  r e a l  e s t a t e . *  T h e  n e x t  s t e p  is to e s t i m a t e  a n d  c o m p a r e

( 1 ) t h e  p r e s e n t  v a l u e  of c o n t i n u i n g  r a i l  o p e r a t i o n s  b e y o n d  
ten y e a r s  in p e r p e t u i t y ,  w i t h

(2) t h e  p r e s e n t  v a l u e  of p u t t i n g  t h e  R a i l r o a d ' s  a s s e t s  "in 
w h o l e  o r  in p a r t  to o t h e r  u s e s  a f t e r  t e n  y e a r s .

T h e s e  a l t e r n a t i v e  e s t i m a t e s  o f  f a i r  m a r k e t  v a l u e  r e q u i r e  

a n a l y s e s  of t h e  R a i l r o a d ' s  o p e r a t i o n s ,  its p h y s i c a l  p l a n t  a n d  

e q u i p m e n t ,  its r e a l  e s t a t e  a s s e t s ,  t h e  c o s t s  w h i c h  t h e  b u y e r  will 

i n c u r  i n c i d e n t  t o  the t r a n s f e r ,  a n d  t h e  p r o c e e d s  a n d  c o s t s  that 

w o u l d  b e  i n c u r r e d  if t h e  R a i l r o a d ' s  a s s e t s  w e r e  c o n v e r t e d  to 

o t h e r  u s e s . * *

T h e s e  a n a l y s e s  a r e  d e s c r i b e d  in t h e  s e c t i o n s  w h i c h  f o l low. 

T h e y  w e r e  a s s e m b l e d  to d e t e r m i n e  t h e  R a i l r o a d ' s  p r e s e n t  f a i r  • 

m a r k e t  v a l u e  u n d e r  t w o  a l t e r n a t i v e  h y p o t h e s e s  —  ( 1 ) c o n t i n u e d  

r a i l  o p e r a t i o n s  in p e r p e t u i t y ,  a n d  ( 2 ) r a i l  o p e r a t i o n s  for ten

* A n y  l o s s e s  f r o m  c o n t i n u e d  o p e r a t i o n s  c o u l d  be  o f f s e t  b y  r e n t s  
f r o m  t h e  n o n - o p e r a t i n g  r e a l  e s t a t e ,  s i n c e  A R T A  S e c t i o n  6 0 8 ( a ) ( 5 )  
r e q u i r e s  t h a t  a l l  r a i l r o a d  r e v e n u e  " b e  r e t a i n e d  a n d  m a n a g e d  . . . 
f o r  r a i l r o a d  a n d  r e l a t e d  p u r p o s e s . "  T h e  t e r m  " r e l a t e d  p u r p o s e s "  
is c o n s i d e r e d  b r o a d  e n o u g h  t h a t  t h i s  c o n d i t i o n  w o u l d  n o t  so  
r e s t r i c t  t h e  S t a t e ' s  u s e  of r a i l r o a d  r e v e n u e s  as to m a t e r i a l l y  
a f f e c t  f a i r  m a r k e t  value.

* * U S R A  w a s  a s s i s t e d  in d e t e r m i n i n g  t h e  s c o p e  a n d  n a t u r e  of its 
a n a l y s i s  u n d e r  A R T A  by the l a w  f i r m  o f  N o s s a m a n ,  G u t h n e r ,  K n o x  & 
E l l i o t t .  -• ••
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y e a r s  f o l l o w e d  b y  p u t t i n g  t h e  R a i l r o a d ' s  a s s e t s  to t h e i r  h i g h e s t  

a n d  b e s t  a l t e r n a t i v e  uses. R e s u l t s  of  t h e s e  two s c e n a r i o s  a r e  

s u m m a r i z e d  in T a b l e  2.

T a b l e  2

R e a l  E s t a t e  

R a i l  O p e r a t i o n s

A R R  V A L U A T I O N  
as o f  1 0 / 1 / 8 3

(in 0 0 0 )

C o n t i n u e d  R a i l  
O o e r a t i o n s  S c e n a r i o

$ 4 7 , 8 0 0 * 1

( 2 5 . 5 2 9 ) *3

$ 2 2 . 2 7 1  •

A l t e r n a t i v e  Use 
S c e n a r i o

S 5 4 , 8 0 0 * 2

( 3 5 . 4 3 0 *4

S 1 9 . 3 7 0

*1) P r e s e n t  v a l u e  o f  the R a i l r o a d ' s  n o n - o p e r a t i n g  r e a l  estate.

*2) P r e s e n t  v a l u e  o f  t h e  R a i l r o a d ' s  n o n - o p e r a t i n g  real e s t a t e
p l u s  p r e s e n t  v a l u e  f r o m  a l t e r n a t e  u s e  o f  R a i l r o a d ' s  o p e r a t i n g  
real e s t a t e  a f t e r  1 0  y e a r s .

*

*3) I n c l u d e s  all s t a r t - u p  c o s t s .

*4) I n c l u d e s  all c o s t s  a s s o c i a t e d  w i t h  rail o p e r a t i o n s  d u r i n g  t h e
f i r s t  1 0  y e a r s  i n c l u d i n g  s t a r t - u p  c o s t s ,  p l u s  l a b o r  p r o t e c t i o n  
c o s t s  a s s o c i a t e d  w i t h  d i s c o n t i n u i n g  r a i l  o p e r a t i o n s .  A l s o  
i n c l u d e s  net p r o c e e d s  f r o m  a s s u m e d  l i q u i d a t i o n  of f a c i l i t i e s  a n d  
e q u i p m e n t .



T h e  f a i r  m a r k e t  v a l u e  of b o t h  the c o n t i n u e d  ra i l  o p e r a t i o n s  

s c e n a r i o  a n d  the a l t e r n a t i v e  u s e  s c e n a r i o  c o n s i s t s  o f  two 

c o m p o n e n t s :  a rea.’ e s t a t e  c o m p o n e n t  a n d  a rail o p e r a t i o n s

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

t h e s e  t w o  v a l u a t i o n  s c e n a r i o s  w a s  d e t e r m i n e d  by r e d u c i n g  the c a s h  

f l o w s  f r o m  e a c h  of  t h e s e  t w o  c o m p o n e n t s  to a p r e s e n t  v a l u e  as of 

O c t o b e r  1, 1983.

C o n t i n u e d  R a i l  O p e r a t i o n s  S c e n a r i o

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

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

A l a s k a  R a i l r o a d ' s  h i s t o r i c a l  p r a c t i c e  h a s  b e e n  t o  l e a s e  to o t h e r s  

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

w o u l d  l i k e l y  c o n t i n u e  th i s  p r a c t i c e .  A c c o r d i n g l y ,  it w a s  a s s u m e d  

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

l e a s e d  a n d  t h a t  o t h e r  p r o p e r t y  w o u l d  be  l e a s e d  to t h e  e x t e n t  

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

p r e s e n t  v a l u e  o f  $ 4 7 , 8 0 0 , 0 0 0 .  T h i s  a m o u n t  d o e s  n o t  i n c l u d e  the 

r e a l  e s t a t e  w h i c h  h a s  b e e n  s e l e c t e d  by N a t i v e  c o r p o r a t i o n s .  

H o w e v e r ,  f o r  t h e  r e a s o n s  d i s c u s s e d  in A p p e n d i x  A, N a t i v e  C l a i m  

S e l e c t i o n  A n a l y s i s ,  U S R A  c o n c l u d e d  t h a t  a p r u d e n t  b u y e r  w o u l d  p a y  

n o t h i n g  f o r  t h e  p o s s i b i l i t y  t h a t  s i g n i f i c a n t  p o r t i o n s  of t h e  

l a n d s  s u b j e c t  to N a t i v e  c l a i m s  m i g h t  e v e n t u a l l y  b e  c o n v e y e d .

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

p r o v i d e d  b y  t h e  A l a s k a  R a i l r o a d  a n d  a d j u s t e d  by U S R A .  T h e  605(a) 

R e p o r t  w a s  u s e d  a s  a b e g i n n i n g  p o i n t  f o r  the d e r i v a t i o n  of s t a r t­

up  cos t s ,  a n d  e s t i m a t e s  o f  c a p i t a l  r e q u i r e m e n t s  w e r e  m a d e  by
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c o n s u l t a n t s  to USRA. T h e s e  constant' d o l l a r  c a s h  f l ows w e r e  then 

d i s c o u n t e d  to p r o d u c e  a n e g a t i v e  v a l u e  of $ 2 5 , 5 2 9 , 0 0 0 , *  w h i c h  w a s  

t h e n  s u b t r a c t e d  f r o m  the $ 4 7 , 8 0 0 , 0 0 0  v a l u e  of t h e  n o n - o p e r a t i n g  

r e a l  e s t a t e  t o  y i e l d  a n  O c t o b e r  1, 1983 f a i r  m a r k e t  v a l u e  of 

$ 2 2 , 2 7 1 , 0 0 0 .

A l t e r n a t i v e  U s e  S c e n a r i o

In t h e  a l t e r n a t i v e  u s e  s c e n a r i o ,  the R a i l r o a d  is a s s u m e d  to 

c e a s e  o p e r a t i o n s  at t h e  e n d  of the t e n t h  year, t h e  f a c i l i t i e s  a n d  

e q u i p m e n t  r e m o v e d  a n d  sold, a n d  the o p e r a t i n g  r e a l  e s t a t e  m a d e  

a v a i l a b l e  f o r  l e a s i n g  a n d  d e v e l o p m e n t  in the s a m e  f a s h i o n  as the 

n o n - o p e r a t i n g  r e a l  e s t a t e .  T h e  c a s h  f l o w s  g e n e r a t e d  by this 

a d d i t i o n a l  r e a l  e s t a t e  w e r e  v a l u e d  in the s a m e  m a n n e r  as the n o n­

o p e r a t i n g  r e a l  e s t a t e  a n d  i n c r e a s e d  t h e  1983 p r e s e n t  v a l u e  of t h e  

r e a l  e s t a t e  b y  $ 7 , 0 0 0 , 0 0 0  to $ 5 4 , 8 0 0 , 0 0 0 . * *

T h e  v a l u e  o f  t h e  r a i l  o p e r a t i o n s  in th i s  s c e n a r i o  is (1) the 

p r e s e n t  v a l u e  of  t h e  c a s h  f l o w  f r o m  r a i l  o p e r a t i o n s  for -ten y e a r s

(2 ) p l u s  t h e  p r e s e n t  v a l u e  of t h e  n e t  p r o c e e d s  t h a t  w o u l d  b e  

r e c e i v e d  f r o m  d i s m a n t l i n g  a n d  s e l l i n g  t h e  R a i l r o a d ' s  f a c i l i t i e s

*It w a s  n e c e s s a r y  to e s t i m a t e  t h e  v a l u e  of the c a s h  f l o w s  a f t e r  
the t e n t h  y e a r  (t h e  l a s t  y e a r  o f  the U S R A  p r o j e c t i o n ) .  Th i s  was 
d o n e  by c a l c u l a t i n g  a n o r m a l  y e a r  c a s h  f l o w  t h a t  c o u l d  be 
e x p e c t e d  a f t e r  t h e  t e n t h  y e a r  a n d  c a p i t a l i z i n g  t h a t  a m o u n t  by 
16 p e r c e n t  a n d  t h e n  d i s c o u n t i n g  t h e  c a p i t a l i z e d  f l o w s  back to 
p r e s e n t  value.

* * W h i l e  t h e  $7 m i l l i o n  v a l u e  m a y  s e e m  s m a l l  in r e l a t i o n  to the 
real e s t a t e  i n v o l v e d ,  it m u s t  b e  k e p t  in m i n d  th a t  the cash f l o w s  
f r o m  a l t e r n a t i v e  u s e  of the o p e r a t i n g  real e s t a t e  d o  not b e g i n  
u n t i l  the e l e v e n t h  y e a r  (1994) w h i c h  c a u s e s  the p r e s e n t  v a l u e  to 
b e  r e l a t i v e l y  s m a l l .



a n d  e q u i p m e n t  s t a r t i n g  in the e l e v e n t h  y e a r ,  (3) less the p r e s e n t  

v a l u e  of  l a b o r  p r o t e c t i o n  p a y m e n t s  a t t e n d a n t  to d i s c o n t i n u i n g  

r a i l  o p e r a t i o n s .  T h e s e  c a s h  flows, w h i c h  w e r e  all s t a t e d  in 

c o n s t a n t  d o l l a r s ,  w e r e  d i s c o u n t e d  a t  t h e  s a m e  r a t e  a s  was u s e d  to 

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

p r e s e n t  v a l u e  o f  t h e s e  f l o w s  w a s  a n e g a t i v e  $ 3 5 , 4 3 0 , 0 0 0  a n d  w a s  

d e d u c t e d  f r o m  t h e  $ 5 4 , 8 0 0 , 0 0 0  real e s t a t e  v a l u e  to y i e l d  an 

O c t o b e r  1, 1983 f a i r  m a r k e t  v a l u e  o f  $ 1 9 , 3 7 0 , 0 0 0  for the 

a l t e r n a t i v e  u s e  s c e n a r i o .

B a s e d  o n  t h e s e  v a l u a t i o n  s t u d i e s ,  U S R A  c o n c l u d e d  t h a t  t h e r e  

w a s  n o  p e r s u a s i v e  e v i d e n c e  that a b u y e r  w o u l d  be  w i l l i n g  to p a y  

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

t h e  s p e c u l a t i v e  p o s s i b i l i t y  t h a t  an e v e n t u a l  c o n v e r s i o n  of s o m e  

o r  all of the R a i l r o a d ' s  a s s e t s  to a l t e r n a t i v e  u s e s  w o u l d  p r o d u c e  

g r e a t e r  v a l u e .  T h e r e f o r e ,  U S R A  d e t e r m i n e d  t h a t  t h e  f a i r  m a r k e t  

v a l u e  of the A l a s k a  R a i l r o a d  p u r s u a n t  t o  S e c t i o n  6 0 5 ( d ) ( 1 )  of 

A R T A  is $ 2 2 , 2 7 1 , 0 0 0 .



CONTINu£D EARNINGS VALUATION

The purpose of this analysis was to examine the earnings 

which could reasonably be expected to flow from a continuation o 

rail service. It was based on revenue and expense forecasts 

developed by the? Alaska Railroad along with a projection of 

capital requirements to support that level of operations.

These forecasts were reviewed and validated by USRA staff, 

and adjustments were made as necessary. The validation process 

included an examination of historic performance levels and 

trends, field inspections, interviews with railroad and other 

knowledgeable personnel, and a review of proposed capital 

projects.

In general, the forecasts made by the Railroad were accepted 

as presented. As- discussed later in this section, adjustments 

were made to projected operating expenses for some additional 

maintenance of way expenses. Adjustments were also made to 

forecasted productivity improvements, since it was USRA's 

judgment that a potential investor would be unwilling to pay for 

as yet undemonstrated cost reductions. The projected capital 

program was modified as well.

Other cost increases resulting from the transfer of the 

Railroad, identified in detail in the 605(a) report, were also 

reviewed and adjusted. These items include legal and 

administrative expenses, tort claims, working capital and 

employee retirement obligations. Additionally, the cost of 

compliance with Federal OSHA requirements and State or local



building codes not now applicable to the Railroad were estimated 

and included, as well as one-time transfer costs.

The resulting modified revenue, expenses, and capital 

requirements from operations were reduced to a single present 

value as of October 1, 1983.

Revenue

Revenue is based on an Alaska Railroad passenger and freight 

traffic forecast for the fiscal years 1984 through 1989 (see 

Table 3). Passenger revenue is projected to increase 59 percent 

from fiscal 1984 to 1989, with freight revenue rising 34 percent. 

Most commodities show a gain over the period with only petroleum 

products declining. Gravel traffic, which has been increasing 

over the past several years, is expected to remain at 1983 levels 

as is coal moving to local Alaska destinations. The commodity 

showing the largest increase is pipe because of renewed activity 

on the North Slope and a greater need for replacement pipe.

Of particular importance is the .projection of an export coal 

movement beginning with a test shipment in 1984. This coal would 

be moved in unit trains from Healy to the port of Seward for 

shipment to Korea. It would be handled in shipper-owned 

equipment and would represent a significant addition to the 

Railroad's traffic base. Planning for this movement has been 

going on for some time. However, recognizing that the necessary 

port facilities have not yet been built, the uncertainty of 

current world coal markets and the possibility of increased 

costs, USRA modified the Railroad's forecast by delaying the
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estimated start-up date by one year. We believe that a 

prospective purchaser would view the uncertainties associated 

with the projected export coal movement as being significantly 

higher than the uncertainty inherent in other elements of the 

Railroad's forecast.

Neither the Railroad nor USRA has forecast any traffic 

improvements that are purely speculative. For example, there a r e  

major mineral reserves in the area which are a source of 

potential new traffic. However, additional facilities would be 

required, probably including substantial extensions of the 

Railroad's lines.

All elements of revenue are statfd in constant 1983 dollars.

This means that the average revenue per carload changes only as

traffic (commodity) mix or length of haul changes. It was 

assumed that rate increases will be made in a timely fashion in 

response to cost increases. To the extent that the Railroad 

should prove unable to do this, operating margins would be

reduced from forecasted levels.

Exeenses

USRA adopted most of the Railroad's forecast of operating- 

expenses. The most important modifications were additional 

maintenance of way expenses, the previously discussed adjustment 

to projected productivity improvements, and additional legal and 

administrative expenses attributable to the transfer itself.



Since the condition of the Railroad's plant and equipment has 

been of major concern in the past and could be responsible for 

major shifts in expense levels, USRA physically inspected 

facilities and equipment as necessary to make a careful 

assessment of future requirements.*

Maintenance of W a v . The Railroad consis ;s of approximately 

650 active track miles in main and branch lines, yards and 

sidings. The main lines from Seward to Fairbanks and from 

Portage to Whittier consist of 115 pound rail on wood ties. The 

branch line and yard rail generally varies from 70 to 90 pounds. 

New rail was installed on the main line from 1948 to 1952 to 

overcome detericration from heavy traffic during the war.

Althgugh precise numbers ara not known, major tie renewals were 

also done at that time. The extremely large rebuilding-effort 

during that five-year period and the relatively low traffic 

levels since have reduced the subsequent need for large program 

expenditures for tie and rail renewal.

In order to evaluate the Railroad's condition and estimated 

future needs, the property was inspected by observing the track 

structure and ride qualities from trains, hi-rail vehicles and 

selected walking inspections. Some tie renewal and surfacing 

work was observed in progress, and records for defective rails, 

derailments, slow orders and other engineering data were

*USRA was assisted in this analysis by Frank S. King and Jackson 
R. Bell, experts in railway engineering and equipment.

A sse t  C o n d i t i o n  and Maintenance Expenses
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reviewed. This review clearly showed that the Railroad ia 

currently in satisfactory condition to handle present, and 

projected traffic levels. In 1982, the Railroad's highest 

traffic density was 0 million gross tons (MGT) on the 40-mile 

segment between Anchorage and Matanuska. The balance of the main 

line handled less than 4 MGT for the year. These statistics 

reflect a low-density railroad as compared with other railroads 

where density may often be over 40 MGT per year for single track 

lines.

Over the past three years 1981-83, the Railroad will have 

replaced an average of about 21,000 ties and renewed about 2.75 

track miles of rail per year. The Railro--! has projected some 

increases in program levels predicated on increased traffic, but 

future expense increases are partly, offset by projected cost 

reductions due to greater efficiency.

In its analysis, USRA determined that the maintenance of way 

costs projected by the Railroad should be increased to assure a 

track structure adequate for the expected traffic. The magnitude 

of this adjustment varies from about 5800,000 annually to nearly 

51.5 million annually, or a total 510.8 million for the ten 

years, 1984-93. This funding will provide for tie replacements 

of 35,000 in 1984 rising to 50,000 by 1990. Rail renewal will 

similarly increase from about 4.5 track miles in 1984 to 10 track 

miles in 1993. These program increases reflect not only traffic 

growth but also the age of many ties and much of the rail. Ties 

and rail installed in the post-war period, 1943-52, will have 

provided forty years of service within i-w* ---------



this should require increased replacement rates from current 

levels.

Maintenance of Equipment. The Railroad currently owns 62 

locomotives, 46 passenger cars and 1,642 freight cars. In 

addition, various vehicles, maintenance and shop equipment are 

also maintained. The demand for equipment is high throughout the 

summer due to tourism and the construction season. During the 

winter, demand is low, providing time for programmed equipment 

repair. Total expenses in this category were about $9.5 million 

last year, and they are projected to remain at about that level 

through 1984. After that, consistent with traffic growth, 

expenses are projected to increase each year, reaching $11.5 

million in 1989.

This projected spending should be adequate to provide the 

necessary level of locomotive overhauls and heavy repairs as well 

as running and heavy repair to freight cars. Maintenance of 

passenger equipment has also been provided for,.premised on the 

current scheduled level of trains.

A part of the locomotive fleet is old end expensive to 

maintain, and much of the freight car fleet is or soon will be 

over 40 years old. However, the overall condition of the fleet 

should improve over the ten-year period due to the projected 

acquisition of new or good used locomotives and freight equipment 

as provided for in the capital plan.

The need for additional or replacement freight cars will have 

to be continually re-evaluated as traffic develops. The Railroad



has had some success in getting shippers of bulk commodities to 

obtain and finance needed equipment. Currently one of the major 

gravel shippers provides hopper cars for regular unit train 

moves, and the potential coal exporter has agreed to provide r.ct 

only the necessary cars, but also the locomotives.

The opportunity for additional shipper equipment agreements 

will depend on future traffic developments. Surplus freight 

equipment in the lower forty-eight states may provide an 

economical source for some of the Railroad's future needs. In 

summary, based on the projected traffic and expected equipment 

acquisitions, the expense levels projected should be adequate no 

only to maintain the current fleet condition but to permit some 

improvement.

Forecasted Capital Requirements

Historically, capital spending has varied widely, and 

government appropriations have been required to permit any 

reasonable capital program. According to data provided by the- 

Railroad, since 1975, capital spending has ranged from a low of 

52.8 million to a high of 511.8 million.* Uncertain funding and 

resulting wide swings from year to year made effective capital 

planning difficult, often leading to last-minute decisions on 

project approvals.

*Alaska Railroad annual reports nave reported capital expenditure 
totals that included the cost of major track work such as tie 
replacement, rail renewal, track surfacing, bridge repairs, etc. 
Under ICC accounting, these costs properly belong in operating 
expenses. The spending totals shown reflect this adjustment.



The Railroad provided USRA with a capital plan averaging 

$14 million annually from 1984 to 1988 funded by the Railroad's 

cash flow. After reviewing that plan and a proposed project 

list, discussions with management and on-site inspections, a 

yearly allocation of $12 million was considered adequate to 

continue operations and to handle forecasted traffic growth.

Approximately half of this amount is allocated for acquiring 

and upgrading locomotives, cars and other equipment. The 

remaining amounts provide for rehabilitation of bridges and 

tunnels, track construction to serve new and existing customers, 

stabilization of the roadbed in the Healy Canyon and elsewhere, 

realignment work to reduce curvature, and other plant 

requirements.

Start- uo Costs

In Appendix L of the 605(a) Report, the State of Alaska and 

the Department of Transportation identified 15 items which they 

considered to be potential start-up obligations under the Act.

The Report characterized these as "'start-up' responsibilities, 

because they are new undertakings by the railroad, not previously 

imposed on the railroad because of its Federal status." For the 

most part, these responsibilities are not "one-time"; rather, 

they affect ongoing expenses and result from various changes in 

access to Federal government resources. USRA treated these 

issues as follows.

(1) Vehicle Leasing. Under Federal ownership, the General 

Services Administration assigns vehicles to the Railroad for a



monthly lease payment which includes maintenance. The State* the 

Department of Transportation, and the General Services 

Administration have not yet resolved whether the existing leased 

vehicles will be transferred. In the event the Railroad acquires 

the existing fleet of older leased vehicles, it will be required 

to make other arrangements for maintenance. USRA determined that 

the Railroad could most likely continue to lease vehicles at 

terms and conditions equivalent to those currently in effect. 

Regardless of the final outcome, there would be no significant 

change in net costs to the Railroad for vehicles, and USRA's 

analysis includes no adjustment to the Railroad's projected 

expenses for this item.

(2) Supplies and Materials. After transfer, the Alaska 

Railroad can no longer acquire supplies through Federal 

government supply depots. However, USRA's valuation assumes that 

the purchasing power of the State-owned railroad will offset the 

loss of the ability to purchase through the Federal government. 

USRA did include increased administrative costs associated with 

an additional purchasing agent.

(3) Legal Fe e s. Currently, much of the Railroad's legal work 

is performed by United States government attorneys. After 

transfer, this will no longer be the case, and the Railroad will 

have to do more of its own legal work as well as retain outside 

counsel. After consultation with the Alaska Railroad arid with 

others, USRA concluded that an additional $600,000 per year is an 

appropriate additional cost to factor into the valuation.

^  - 1 7  -
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(4) Additional Administrative Expense. USRA has assumed 

that, as a result of the loss of certain administrative support 

currently provided by various Federal agencies, the Railroad will 

incur an additional annual expense of $108,000 representing three 

person years to handle this work.

(5) Tort Claims. Currently, all tort settlements or awards 

in excess of $2,500 are paid by the Federal treasury. After 

transfer, these will all be the responsibility of the Railroad. 

Over the four-year period 1 980-83, the Federal treasury paid, a 

total of $288,000, an average of $72,000 a year. From this 

experience, USRA assumed an additional average cost of $75,000 

per year.

(6) Working Capital. As with all businesses, tne Railroad 

will require working capital. USRA assumed that none of the 

revolving fund will be transferred to the State because pre­

conveyance claims and contingent liabilities that uiust be paid 

are likely to consume the entire fund. After reviewing the 

working capital requirements of other railroads, it was USRA's 

judgment that one month's worth of operating expenses would be 

adequate working capital for the Alaska Railroad. This amounts 

to approximately $4.4 million in the first year, varying over the 

P r e c a s t  period as operating expenses vary.

(7) Lack of Access to Federal Surplus Equipment. After 

transfer, the Railroad's access to excess Federal equipment will 

be greatly diminished. In our judgment, this should not increase 

the Railroad's costs.
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(8) ARTA Section 604(d) ( 3 ) Emolovee Protection O b iiaations. 

Section 604(d)(3) Requires the Secretary of Transportation to 

certify that the State-owned railroad has established 

arrangements to protect the employees of the railroad for the two 

years immediately following the transfer. This provision 

requires continuation of current labor agreements, retention for 

two years of all employees (other than certain officers) who 

elect to transfer to the Railroad, continuation of compensation 

at current levels, re-employment priority, and maintenance of 

benefit programs, as well as other items. The essence of these 

provisions is to continue the employees' current status. Since 

the forecast calls for maintaining rail operations at current 

levels, USRA assumed that all present employees would’ be offered 

jobs by and would transfer to the State-owned railroad. Since 

USRA's forecast of cash flows also assumes the continuation of 

current compensation levels, no protection payments would be 

required under these assumptions.*

(9) Section 607 Retirement Qbliaations. ARTA Section 607 

requires that, after ̂ transfer to the State, the Railroad must 

provide retirement benefits substantially equivalent to current 

levels for all employees who elect to transfer. As stated in the 

605(^) Report, the Department of Transportation asked the Office 

of Personnel Management (0PM) "to calculate retirement costs and

in fact, there are large numbers or employees.wno elect not 
to transfer, then this could cause significant disruptions to the 
smooth operation of the railroad which could prove to be costly. 
USRA has no way of directly quantifying either the likelihood of 
this occurring or its cost.



benefits for existing employees who participate in the Federal

retirement system and to prepare an estimate of the financial

consequences if all of those employees transferred to the Stats-

owned railroad at this time" (605(a) Report, pp. 69-70). Ths

605(a) Report further states (at page 70) that:

"[i]n preparing its calculations, OPM assumed that if 
transferred.employees remain in the Federal retirement system 
pursuant to Section 607(a)(1), the language of that provision 
governing the amount of the State-owned railroad's employer 
contributions . . . would require the State-owned railroad to 
pay, as the employer contribution, 29.06 percent of basic 
payroll for those transferred employees into the Federal 
retirement fund to fully fund retirement benefits that accrue 
for those employees after transfer. OPM's calculation 
assumes the current seven percent employee contribution would 
remain unchanged.

This is an increase of 22.06 percent over the amount the 
Alaska Railroad has contributed as a Federal agency and 
reflects the manner in which the Federal retirement system is 
normally funded, which for Federal agencies includes other 
payments from the U.S. Treasury."

The ultimate resolution of this issue will not occur until 

after the date of this report. Indeed, in the 605(a) Report, the 

Department of Transportation and the State of Alaska acknowledge 

that an "accurate estimate of the retirement obligations that 

would be imposed on the State-owned railroad pursuant to Section 

607(a) cannot be calculated at this time." However, for purposes 

of completing this valuation in a timely manner, USRA has been 

required to make assumptions as to the cost of this provision to 

the Railroad.

U S R A’s analysis assumes that all permanent employees would 

transfer to the State-owned railroad and would be included in a 

plan that will have an annual cost to the Railroad equivalent to 

the cost that OPM has suggested —  that is, a 22.06 percent
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additional contribution over and above the 7 percent contribution 

which the Railroad is currently paying. USRA assumed all new 

employees hired after the date of the transfer would be covered 

under a new pension plan that would require the Railroad to 

contribute 12 percent'of the new employees' base salary.

USRA's analysis of the additional pension costs used the 

actuarial base developed by OPM which listed current employees, 

by sex, for each year until the last Railroad employee currently 

in the Federal retirement system has left the payroll. These 

data were costed using the T983 average wage levels to yield the 

total wage base for each year. This wage base was multiplied by 

an additional 22.06 percent to arrive at the additional pension 

costs.

As each current employee leaves the payroll, USRA assumed a 

replacement, would be added, but that the replacement's pension 

expense would be only 5 percent in addition to the current 

7 percent contribution. This approximates the contribution now 

required for employees of the State. These cash flows were then 

included with all other expenses, and the first 10 years of 

additional pension expense is shown on Table 3.

The Department of Transportation and the State acknowledge 

that "the exact number of employees who will transfer and the 

value of their retirement benefits will not be known until the 

date of Transfer". Thus, the assumptions which USR*. has made 

could be significantly different from the actual outcome.

However, we believe the estimates provided by our assumptions are



reasonable and fair to both the Federal government and the Stare, 

as well as to any other buyer.

(10) Section 607 Severance Obiiuations. The severance 

obligations imposed upon the Railroad by Section 607 of the Act 

require the Railroad to pay certain compensation to employees 

whose employment is terminated without cause during the first two 

years after transfer. Because of the activity levels forecasted, 

we have assumed that no employees will fall into this category 

and, therefore, no upward adjustment to the Railroad's projected 

operating expenses is necessary.

(11) Non-Availabilitv of Statutory Exemptions if the Railroad 

Ceases to be a State Instrumentality. If, after transfer, the 

Railroad ceases to be an instrumentality of the State, then the 

Railroad would lose its exemption from Federal income taxes, the 

Railroad Retirement Act, the Rai.lway Labor Act, and. the Federal 

Employer's Liability Act. Because of the nature of the projected 

cash flows, no tax liability would accrue even if a private 

purchaser, and not the State, acquired -the Railroad. USRA also 

assumed that there would be no significant changes in cash flow 

if the labor related statutes were applied. Therefore, we have 

made no adjustments for these provisions.

(12) Section 608(a)(1) Antitrust Applicability. After 

transfer, the ex^iption which the Railroad enjoys from certain 

antitrust laws will be lost.- While this may become an issue in 

the future that could adversely affect the Railroad's revenues, 

USRA has no way of quantifying what the long-range effect might
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(13) ICC Regulation. Currently the Railroad is subject only 

to partial regulation by the ICC under Executive Order 12434. 

After transfer, ARTA Section 608(a) provides that the Railroad 

will be fully regulated by the ICC in a manner similar to other 

railroads of the same class (most likely Class II). While there 

will be some additional costs,' they are not significant enough to 

quantify- separately. However, as previously stated, upward 

adjustments were made to both legal and other administrative 

costs to cover these as well as other contingencies.

(14) Comoliance With Various Safety Statutes and Regulations. 

USRA considered three separate categories of potential expenses 

—  OSHA, State and local building codes, and facility condition.

* O S H A . Based on an updated study, provided by the Alaska

Railroad, which indicates approximately 52.5 million

additional funding will be required to eliminate the 

remaining deficiencies, we have included 5500,000 per 

year for five years. These funds will be utilized to 

correct problems associated with buildings, facilities 

and equipment beyond expenditures budgeted elsewhere.

* State and Local Building Codes and Existing Condition cf

Facilities. A recent report prepared for the State 

estimated the total cost to correct building 

deficiencies to be about 585 million. Condition 

problems accounted for about 62 percent or 553 million 

with the balance of 532 million being related to code 

violations. Repairs, additions or replacement costs



were based on bringing the existing buildings into 

compliance, regardless of current use.

In the future, the Railroad will have to correct

some code violations and improve the condition of some
§ .

buildings. However, the Railroad will certainly concuc 

a careful review of current and future railroad 

operating needs before any large expenditures are made. 

Some buildings are no longer required, and some 

consolidations may be possible. If replacement is 

necessary, a much smaller and more efficient facility 

might be adequate. The Railroad currently has an o n­

going program to correct some of these deficiencies. I 

addition, there is some overlap with the funding 

required to correct OSHA deficiencies reported earlier. 

After consideration of these factors, discussions with 

the Railroad and the State, and on-site inspections, th 

following future needs were considered reasonable and 

are reflected in USRA's analysis:

Building code deficiencies —  an allocation of $1. 

million per year for ten years for a total of 315 

million. This allows for items such as fire 

separation, fire resistance in wall coverings, 

ventilation, lighting, electrical deficiencies, 

handicapped access, and other code related items. 

Condition discrepancies —  Justified projects in 

this category would be funded under the R a il r o a d’s 

normal capital budgeting process. As discussed



previously in this section, this total budget is 

forecast at $12 million per year for ten years.

(15) Transition Expenses. Upon transfer to the State, there 

will be certain one-time costs that will have to be incurred. 

These would include such things as legal costs, filing fees, 

consulting fees and administrative costs as well as costs to the 

Railroad ranging from remarking equipment to indicate the new 

ownership to printing stationery. We estimate these one-time 

costs to be $1,750,000.



Table 3

ALASKA R A I L R O A D  A D J U S T E D  CASH FL O W  F ORECAST FOR RA I L  O P E R A T I O N S
1984-1993
(§ IN 000)
C O N S T A N T  1983 $

ITEM 1984 1985 1986 1987 1980 1989 1990 1991 1992 1993

RR F O R E C A S T  REV. * 
RR F O R E C A S T  EXP. 

NET C A S H

56746
46590
10156

64106
50130
13976

65446
50790
14656

67806
51390
16416

70186
51990
10196

72656
52610
20046

72656
52610
20046

72656
52610
20046

72656
52610
20046

72656
52610
20046

ADJUST RR FO R E C A S T  
EXPORT C O A L  
PRODUCTIVITY 
HOW A D J U S T M E N T  
C A PITAL EX P E N D E D

0
-580

-1220
-12000

-1750
-624
-810

-12000

-250
-632
-050

-12000

0
-639
-870

-12000

0
-647

-1010
-12000

0
-654

-1050
-12000

0
-654

-1150
-12000

0
-654

-1110
-12000

0
-654

-1270
-12000

0
-654

-1440
-12000

ADJ. RR F O R E C A S T -3644 -1208 924 2907 4539 6342 6242 6282 ■ 6122 5952
M

STARTUP COS T S
PENSIONS -4514 -4316 -4145 -3967 -3821 -3675 -3524 -3377 -3225 -3079
CODE C O N F O R M I T Y -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500
ADD'L L E G A L  FEES -600 -600 -600 -600 -61 1 -600 -600 -600 -600 -600
OSHA -500 -500 -500 -500 -500 0 0 0 0 0
TORT CLAI M S -75 -75 -75 -75 -75 -75 -75 -75 -75 -75
OTHER E XPENSES -100 -108 -100 -108 -100 -100 -108 -100 -100 -100
WORKING C A P I T A L -4377 -95 -160 -57 -49 -42 4 16 -1 -2
ONE T I M E  S T A R T U P -1750 . 0 0 0 0 0 0 0 0 0

TOT A L  S T A R T U P -13424 -7194 -7096 -6007 -6653 -6000 -5803 -5644 -5509 -5364

ADJUSTED C A S H  
1

-17060 -0402 -6172 -3900 -2114 342 439 630 613 500

'‘‘DOES N O T  INCLUDE REAL ESTATE LEASES, DOES INCLUDE M I S C E L L A N E O U S LEASES SUCH AS WIRE AND PIPE EASEMENT S
O F  §296. REAL ESTATE LEASES A R B  T R E A T E D  S E P K R A T B L Y .



Present Value of Future Cash Flows

As previously discussed, the fair market value of the Alaska 

Railroad is the amount which the State would have to pay to 

outbid (e.g., by one dollar) any competing potential purchaser.

To determine the maximum bid of a competing non-government 

purchaser, the estimated future cash flows must be discounted zo 

present values at a rate equal to the cost of capital that the 

private purchaser would employ in valuing this railroad.

In arriving at a weighted average cost of capital to use as 

the discount rate in this valuation, numerous factors were 

considered. Among these were railroad debt-equity ratios, the 

cost of debt, the average real return on equities, and risk 

premiums used in other rail valuations. The resulting constant 

dollar discount rate was then compared to discount rates used in 

various- other railroad related valuations as well as to the cost 

of capital for the nation's railroads as found by the ICC in 

Ex Parte 436. These comparisons served as a check on the 

reasonableness of the rate used in the Alaska Railroad valuation.

USRA determined that the appropriate constant dollar discount 

rate to use in this analysis was 16 percent as applied to the 

projected cash flows expressed in constant dollars.* The

*This discount rate is not comparaole to the rate used in tne 
real estate analyses for two reasons: (1) As noted above, the
continued earnings valuation was performed in constant dollars.
In contrast, the real estate analysis considered the effects of 
appreciation in value of the real property, and was performed in 
inflated dollars. (2) Different special considerations were 
relevant to the real estate analysis than to the continued 
earnings valuation. 41 • '
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development of this discount rate required weighing the special 

considerations attendant to the Alaska Railroad. Elements of 

these special considerations include:

* The possibility of not realizing cash flows that, in
turn, are based on estimates, not on historical 
evidence,

* The change from Federal ownership,

' * The onset of full regulation by the ICC upon the chance
in ownership, and

* The uncertainties on the world energy markets.

Measuring Potential Alternative Use Va l ue

To measure the possible alternative use value of the Alaska 

Railroad's assets under the terms and conditions of ARTA, USRA 

hypothesized that, beginning in the eleventh year, there would be 

an immediate cessation of all rail operations to permit the 

Railroad's operating assets to be placed in their highest and 

best alternative uses.* To assess the effect of such an option on 

value, USRA performed the following analyses.

*In determining possible alternate uses for the Railroad's real 
estate, it was USRA's judgment that it would be highly 
speculative to assume that any operating real estate could be 
otherwise developed under a continued operations scenario, 
particularly during the early years following transfer to the 
State. Not only would such development require relocation of 
existing yards or other facilities, but it is also uncertain that 
any major redevelopment plan could easily obtain the required 
approvals of various disparite interests. Further, any 
assembling of operating and non-operating real estate would most 
likely be affected by existing leases. In light of these factors 
which would affect both the timing and costs of any partial 
alternative development of the operating real estate, USRA 
concluded that its consideration of the alternate use value of 
these parcels in a liquidation scenario after ten years was a 
fair method of measuring their value for other purposes.



If the Alaska Railroad were planning to totally cease 

operations, it might well cut back dramatically on '11 its 

expenses before the eleventh year. It is also true that shippers 

would begin to find alternative modes of transportation; 

consequently, the Railroad's revenues would also drop 

dramatically. For purposes of this analysis, we have assumed 

that revenues would drop by the same dollar amount per year as 

expenses. We have used the cash flows generated by the Railroad 

for the continued operations scenario (as adjusted by USRA) as 

being representative of the cash flows that the Railroad would 

generate in the liquidation scenario.

Labor Protection

As a result of discontinuing rail operations, USRA has 

assumed that there would be imposed on the owners of the Alaska 

Railroad labor protection conditions similar to those commonly 

known as "New York Dock". These conditions essentially require 

employees (depending on seniority) to be paid their full salary 

and benefits for six years, unless they find other jobs. In the 

case where an employee finds another job at a lower rate of pay 

than the one he had on the railroad, that employee is entitled to 

the difference in pay between his new job and what he received or. 

his old job. Protected employees also havo the option of taking 

a one-time lump sum payment equivalent to one year's pay.

In order to calculate the cost to the State of these labor 

protection conditions, USRA a s s u m e d  j — -—

R a i l  O p e ra t i o n s
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would be eligible to receive labor protection payments. Of these 

employees, based on the current age profile of the Railroad’s 

employees, USRA assumed that (1) all those 55 and older would 

choose to retire, (2) 25 percent of the eligible employees would 

take the lump sum settlement, and (3) 25 percent of the remaining 

work force would find new employment each year.



FACIL IT IES AND EQUIPMENT ASSETS'

USRA selected Frank S. King and Jackson R. Bell, experts in 

railway engineering and equipment, to assist in determining the 

alternative use value of the Railroad's facilities and equipment; 

they determined the net value that could be realized from 

disposition of these assets taking into consideration all of 

ARTA's terms and conditions. Their analysis is described in 

greater detail in their report to USRA.

USRA first assembled and validated the Railroad's inventories 

of track, equipment, and other facilities. These assets include 

•approximately 650 track miles,* yards and ..ort facilities, shops, 

buildings, bridges, communications facilities, 1,642 freight 

cars, 46 passenger cars and 62 locomotives, as well as 

maintenance and shop machinery. Physical inspections were made 

as required to determine the condition of the assets,** and a 

determination was made as to which asset categories would be sold 

as scrap and which could be sold to others for re-use.

*This figure represents the total of all the Railroad's track 
including not only its 460-mile main line from Seward to 
Fairbanks, but also its branch lines as well as passing tracks 
and yard tracks.

**USRA also relied on this condition assessment to determine the 
Railroad’s maintenance and capital requirements for use in 
determining the Railroad's continued operations value, previously 
discussed. .. assw



USRA estimated the range of market prices for resale and for 

scrap, dismantling costs, shipping costs from Alaska, and costs 

to comply with environmental or other regulations.* In making 

these estimates, USRA considered various market data such as the 

demand for scrap and the supply and demand for used railroad 

equipment and used rail.

Since ARTA requires that the State must continue to operate 

the railroad for at least ten years or suffer reversion, the 

state could not realize any alternate value from liquidating 

these assets until ten years after transfer.** USRA estimated 

that an orderly dismantling and liquidation program would require 

2 1/2 years, beginning in 1994 and finishing in 1996.

USRA determined that the net proceeds from sale of the 

•Railroad's track and facilities plus its equipment would be 

$11.6 million in 19&3 constant dollars.

*USRA was assisted in these areas by Mr. Michael v. Cody.

**Indeed, based cn the Railroad's forecast, the positive earnings 
projected for 1994 and later years, if realized, would prevent 
the Railroad from obtaining authority to abandon under the 
applicable provisions of the Interstate Commerce Act. This 
represents a major uncertainty that any purchaser would weigh 
heavily before paying a price based in part on asset values to be 
received many years in the future and only if rail operations 
could be discontinued.



REAL ESTATE ASSETS

USRA selected Jackson-Cross Company, a nationwide real e s t a t e  

appraisal firm, to assist in valuing the Alaska Railroad’s r e a l  

estate assets. Jackson-Cross determined the present v a l u e ,  as of 

October 1, 1983, of the Railroad's real estate taking into 

consideration all of ARTA's terms and conditions. Their analysis 

is described in greater detail in their appraisal report to USRA.

To consider the ARTA Section 610(a) requirement that the * 

State must continue to oper-ate the railroad for at least ten 

years or suffer reversion, USRA instructed Jackson-Cross to 

consider the Alaska Railroad's real estate assets in two 

categories:

* "Non-operating" property. —  land which is not necessary 
lor the railroad's operations. This is essentially real 
estate which is leased to third parties, or which is 
available for development.

* "Operating" property —  all other property, such as the 
rignt-of-way, yards and other facilities, including the 
port facilities at Whittier and Seward.

Because the Railroad's "non-operating" property is not required

for rail operations, it is not affected by the continued rail

operation requirement. However, because of ARTA's restrictions,

USRA assumed that no value could be realized from alternate use

of the Railroad's operating real estate until ten years after

transfer to the State.* Jackson-Cross was instructed to determine

*In some locations, the Railroad is presently earning income from 
easements or permits on operating property which do not interfere 
with rail operations. This income was considered in USRA's

(Continued)
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(1) the present value of the cash flow which can reasonably be

projected from continued development of the Railroad's non­

operating real estate, and (2) the present value of the cash f l o w  

which could reasonably be projected from alternate use of the 

Railrccd's operating real estate beginning ten years after 

transfer.

Most of the Alaska Railroad's real property not required for 

rail operations is currently leased to others, and there was no 

reason to assume that a purchaser of the property would change 

this practice. Jackson-Cross, therefore, based its appraisal 

upon the assumption that the Railroad's real estate would be

leased rather than sold. To the extent that any current rents

are below market levels, the lease assumption explicitly 

considers that fact. US'tA assumed that the State will be 

required to honor the terms and conditions of these leases. They 

were thoroughly reviewed and analyzed, and USRA has considered 

their effect in determining the value of the Railroad's real 

estate.

Jackson-Cross then assumed that, except as prevented by 

existing leases, rents would be set at market levels. It

(Continued) “
continued operations valuation. As discussed later, the Railroad 
lacks clear"title to much of the right-of-way so that it would no 
longer be entitled to income from such property upon conversion 
to alternate uses. As to right-of-way properties where the State 
will acquire clear title under ARTA, it was not considered 
feasible to attempt to ascribe any separate value to this 
potential income, since the highest and best alternate use might 
well either (1) preclude the continuance of the easement or 
permit or (2) result in the lessee, rather than the fee owner, 
collecting such easement or permit income.



estimated the net revenues that most likely would be realized 

from a normal leasing and management program as well as the 

period of time an investor would perceive as necessary t o  r e a l i z e  

those net revenues. Jackson-Cross then discounted t h e s e  

projected net revenues to consider the cost of money o v e r  t i m e  

and the risk of uncertainty that those projected net revenues 

would, in fact, be realized.*

USRA classified the Railroad's real estate into'"non­

operating" and "operating" based on current railroad operational 

requirements with reasonable estimates for operational expansion. 

All land presently leased to others was classified as non­

operating, including la.ids leased to tenants who are also 

shippers on the railroad.

There is no definitive inventory available of exactly what 

constitutes the property of the Alaska Railroad. USRA compiled 

maps from the Railroad's records to correspond with an inventory 

estimate which had been prepared by the Department of 

Transportation in 1981. Additional inventory information was 

contained in. the 605(a) Report. However, despite the best 

efforts of all parties involved to assemble whatever inventory 

cata are available, substantial questions still remain.

*In practice, the lease assumption produces the same value as an 
assumption that the real estate would have been sold over a 
period of years, subject to the existing leases. This is because 
the prices investor(s) would be willing to pay are a function of 
the rental income that could be earned, taking into consideration 
both present rents and projected future rent increases.



Most notable of these questions is the definitio. jf exactly 

what rights will ultimately be conveyed to the State of Alaska. 

Depending on future adjudication or negotiation, there are many 

instances where the State may receive less than fee title to 

portions of the Alaska Railroad's real estate, particularly its 

right-of-way. Exhibit 1 to f’he 605(a) Report summarizes existing 

claims against the property. According to that exhibit, prepared 

by the Anchorage office of the Bureau of Land Management, more 

than half of the Alaska Railroad's right-of-way passes through 

lands which were patented to private parties or to the State 

without a specific reservation for the Railroad's right-of-way.* 

In a limited number of areas, mining claims have also been filed 

which are near to or encroach upon the right-of-way. Further, in 

other locations, ARTA provides that the State will only receive 

an "exclusive use easement" to certain portions of the right-of- 

way.

Therefore, in an alternative use scenario, the Railroad would 

have no legal interest to transfer in considerable portions of 

its right-of-way. Accordingly, in determining the value of the 

Railroad's operating real estate for alternate uses after ten 

years, vTackson-Cross was instructed not to include value for any 

parcels where ownership would disappear upon cessation of rail

’*Of a total of 619.11 miles of right-of-way, 142.34 miies have 
been patented to individuals; 137.87 miles have been patented to 
the State; and 91.25 miles have been tentatively approved for. 
patent to the State upon survey. An additional 85.92 miles have 
been selected by the State, and another 1.3 miles appear to have 
been patented to both private parties and to the State.



operations. Further, because clear title existed for very little 

of the riaht-of-way, Jackson-Cross was also instructed not to 

consider "corridor v«iue" for the Alaska Railroad's right-of-way 

in its alternate use determination.

Additionally, significant portions of the right-of-way, as 

well as certain parcels of land adjacent to or away from the 

right-of-way, are subject to claims under the Alaska Native 

Claims Settlement Act of 1971 (ANCSA) and the 1906 Native 

Allotment Act. These cl:tins will ngt- have been settled prior to 

the issuance of this report. It is not possible for USRA to know 

the final outcome with respect to these parcels. Therefore, as £

further discussed in Appendix A, USRA has analyzed the value of 

these parcels separately and has evaluated their impact on the 

Railroad's fair market value.

Jackson-Cross determined the present value of the Railroad's 

non-operating real estate to be $4 7 . 3 million. Jackson-Cross 

determined that the present value resulting from alternate use of 

the Railroad's operating real estate after a hypothetical 

discontinuance of rail operations is $7 million.

9
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APPENDIX A

NATIVE CLAIM SELECTION ANALYSIS

The Alaska Railroad's real estate inventory includes certain 

parcels which are subject to claims under the Alaska Native 

Claims Settlement Act of 1971 (ANCSA) and the 1906 Native 

Allotment Act. Section 606(b)(1)(A) of ARTA directs that 

"[djuring the ten months following the date of enactment of this 

Act, . . . the Secretary of the Interior, Village Corporations 

with claims of valid existing rights, and the State shall review 

and make a good faith effort to settle as many of the claims as 

p o s s i b l e . F a i l i n g  settlement, ARTA Section 606(b)(2) further, 

directs that the "Secretary of the Interior shall complete the 

final administrative adjudication required under this subsection 

not later than three years after the date of enactment of this 

Act."

According to data furnished by the Alaska Railroad and the 

Anchorage Office of the Bureau of Land Management, Native claims 

have been filed for the following ten parcels.

t GRAVEL ROCK
- LOCATION ACRES RESERVE RESER'

* EAGLE RIVER i 596 Yes No
. BIRCHWOOD 978 ' Yes No

• • EXLUTNA 605 Yes Yes
1 MATANUSKA 23 8-s.^ No No

PITTMAN 140 yjf' Yes No
BROAD PASS 561-1 Yes No
HEALY 123 u N ' No • No
NENANA 231 ‘ No • No

- HOLY CROSS 60 No Ha
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No negotiated settlements have been reached, and the ultimate 

disposition of these parcels cannot be known at this time. 

However, despite these unresolved issues affecting the basic 

inventory to be valued, ARTA directs that USRA report one number 

representing the Railroad's fair market value.

At this time, there are considerable uncertainties as to 

whether any of these parcels will ultimately be conveyed to the 

State. The possibilities range from conveyance of all or a 

substantial portion of these parcels, which would suggest an 

upward adjustment to value of as much as $3.2 million,* to 

conveyance of only operating real estate and the loss of access 

to currently used rock and gravel reserves, in which case a 

reduction in value approximating $1.8 million** would be 

appropriate. If the status quo was maintained —  that is, if the 

Railroad was conveyed lands underlying rights-of-way and 

facilities and the continued right to withdraw rock and gravel as 

needed from currently utilized reserves —  no adjustment to value 

would be appropriate. Moreover, some parcels may be conveyed

*Jackson-Cross estimated the fair market value of the Railroad's 
total real estate inventory with and without the parcels subject 
to Native claim selection. From this analysis, USRA determined 
that the Railroad's fair market value would be increased by 
$3.2 million if all parcels subject to Native claim selection 
were conveyed to the State. This estimate assumes all the 
previously described ARTA terms and conditions.

**USRA also considered the impact on value if the Railroad were 
to lose all of its present rights to withdraw gravel or rock from 
these parcels. While precise estimates are not available, 
increased costs for using alternate sources of rock and gravel 
would reduce the Railroad's fair market value by about 
$1.8 million.



only if, in subsequent negotiations, the State a g r e e s  to e x c h a n g e  

other State lands for such parcels.

In light off this broad spectrum of unknown and v i r t u a l l y  

unpredictable future events, USRA can find -no basis f o r  a s s u m i n g  

that a  prudent investor would pay for the speculative p o s s i b i l i t y  

that significant portions of the Native claim parcels would be  

conveyed in the future. Therefore, we consider that it is 

inappropriate for our fair market value determination to include 

any amount ascribed to these parcels. We feel that this 

conclusion is a fair balancing of both the downside risk t h a t  t h e  

Railroad might lose access to the gravel and rock reserves and  

the upside possibility that at least some of these parcels b e y o n d  

those directly utilized in support of current' rail o p e r a t i o n s  

might, ultimately be conveyed to the Railroad in fee.



Inventory and Conditio n Assess ment

EXECUTIVE SUMMARY

The results of our examination of the fixed facilities and 

equipment of The Alaska Railroad, including analysis of the data 

provided by the United States Railway Association and The Alaska 

Railroad, and information obtained by on-site inspections and 

interviews with officials of The Alaska Railroad, are summarized 

as follows:

The inventory of the fixed facilities has been prepared using 

The Alaska Railroad records and information furnished verbally by 

knowledgeable railroad personnel. This information was 

supplemented by sample inspections, but actual physical counts 

were beyond the scope of this effort. The track chart, yard 

maps, timetable and certain estimated counts furnished by the 

railroad are the basis for the inventory of track materials. The 

total quantities of this material are reasonably accurate, 

although there may be some insignificant variations in sub-total 

quantities of the smaller weight rail and associated track

materials. Total counts of rail in track are within 0.7 percent

of the reported total mileage of the railroad. Bridge, trestle, 

culvert, tunnel, building, marine facility and highway crossing 

schedules or summaries were prepared from lists furnished by the 

railroad. Communication and signal information was furnished in 

part verbally and from records furnished by the Engineering

Department o f  the r a i l r o a d .



The track structure of the railroad appears to be in 

relatively good condition for present day tonnages and train 

speeds. Most of the 115 lb. RE rail laid on the main line and 

Whittier subdivision is in relatively good condition with only 

minor wear and would be suitable for cropping, welding and 

relaying in Class 1 railroad branch lines or even low tonnage 

mainline tracks. However, except for some 115 lb. turnout 

material and a relatively few 13. inch double shoulder tieplates, 

other track materials would probably not be reusable on railroads 

in the "lower 48." The bridges including the wood trestles are 

in good condition. Most railroad communications are transmitted 

through a modern micro-wave system, including but not limited to, 

radio equipped locomotives, maintenance of way and automotive 

equipment supplemented by approximately 150 portable type radio 

receiver-transmitter sets.

Spending in recent years for rail, ties, ballast and 

surfacing appears to have been adequate to properly maintain this 

railroad. However, because of the overall age of the crossties 

and the lighter weight rail, it appears that some increase in 

spending is warranted for the installation of these materials. 

3oth capital and expense spending have been adequate to properly 

maintain bridges, trestles and culverts, marine and communication 

facilities. Operating expenses for these facilities should 

continue at about the same level. However, capital spending will 

have to be increased somewhat if the railroad should be



transferred from Federal ownership. Additional expenditures will 

be required to correct OSHA and State of Alaska building code 

violations.

To estimate the Railroad’s alternate use value, costs have 

been estimated in 1983 dollars to dismantle the tracks, to load 

the material (excluding crossties and ballast) into cars, and to 

transport it to the port at Whittier. At current scrap prices, 

the cost of picking up, loading, moving- to port and shipping to a 

location of a quantity buyer would exceed the sale value of all 

types of steel scrap. Therefore, this report provides two 

options; one for handling only that material, 115 lb. reusable 

rail, turnouts and tieplates, with a positive resale value, and 

the second for reclaiming all track materials (including all 

steel scrap) except crossties, timber and ballast, regardless of 

value. Because the cost of dismantling the bridges, trestles and 

culverts and moving the reclaimed material to a marketplace would 

exceed the sale value, it is assumed that these structures would 

remain in place (except for the Tenana River Bridge discussed in 

detail at page 64). The micro-wave communication system would 

probably be of value to some public body or a private 

communications company "where is, as is."

The inventory of equipment has been prepared using The Alaska 

Railroad records, supplemented by on-site inspections and 

interviews with selected officials of the Railroad's Mechanical 

Department. Representative samples of each general category of



equipment were inspected and formed the basis for judging the 

condition of equipment.

The fleet of 62 locomotives, excepting the five GP-40-2 

locomotives delivered in May 1983, is generally in poor to fair 

condition. Locomotives are maintained on an as needed 

immediately basis or on an as funded basis. Due to the 

relatively low annual mileage, the Railroad has managed to 

maintain locomotives without any major planned maintenance/ 

overhaul/rehabilitation programs.

The passenger fleet of 52 cars is generally in fair condition 

with the exception of tha recently rehabilitated all-electric 

cars which are in vary good condition and which represent 20 

percent of the fleet. The passenger car fleet is well 

maintained, but again without planned maintenance/rehabilitation 

programs.

The freight car fleet of 1,642 cars ranges in condition from 

new to not fit for service or too old for interchange. By the 

end of 1983, 46 percent of the fleet will be prohibited in 

interchange. These cars are also maintained on an as needed 

basis.

Tha highway vehicles, most of which are owned by the General 

Services Administration and leased to The Alaska Railroad, are 

generally in good condition and well maintained. Miscellaneous 

equipment such as snow plows, locomotive cranes and spreaders are



generally in fair condition and maintained/repaired as required. 

The cabooses have all been rebuilt and are in good condition.

The maintenance of way equipment is generally in fair tb good 

condition and well maintained. Formal records for equipment 

maintenance are not kept by individual piece of equipment; 

therefore, maintenance history of equipment is difficult to 

determine.

The shop equipment, such as turret lathes, wheel machines, 

armature extractors, boring mills and drill presses, is in fair 

to good condition. Shop overhead ‘cranes need general overhaul 

and repair and the drop pit needs total rehabilitation. The 

Alaska Railroad is just beginning to develop planned maintenance 

programs for shop equipment.

We assessed equipment condition from the point of view of

service life and maintainability to provide the required service

for the continuing operation analysis, and we have categorized

equipment by type, quantity, scrap or reusability based upon
%

current condition and age for the alternative use scenario. 

Conclusions

The following table summarizes our analysis of projected 

operating expenses and capital expenditures which will be 

required from 1984 through 1993 to maintain the railroad's fixed 

facilities and equipment in adequate condition for the forecasted 

traffic.



PROJECTED OPERATING EXPENSES 
AND CAPITAL EXPENDITURES

Facilities & Equipment 
(Millions of 1983 Dollars)

Excluding depreciation.

Year Engineering- Ecuioraent

1984 10.56 9.38
1985 10.58 10.71
1986 10.68 10.92
1987 10.76 11.11
1988 10.96 11.30
1989 11.06 11.50
1990 11.16 11.50
1991 .11.12 11.50
1992 11.28 11.50 •
1993 11.45 11.50

Totals 109.61 110.91

Capital
Expenditures*

14.00
14.00
14.00
14.00
14.00
13.50
13.50
13.50
13.50
13.50

137.50

** Includes expenditures required for compliance with OSHA as 
well as state and local codes.

The following describes the results of our analysis of the 

net liquidation value of the fixed facilities and equipment of 

The Alaska Railroad. These results are provided in two options

Option No. 1    -------------------$13,925/000
(does not include any scrap track materials}

Option No. 2-------------------------  $11,639,000
(includes all metallic scrap track materials)



INVENTORY AND CONDITION ASSESSMENT

Rail

Track materials comprise the major element of the fixed 

facility inventory, of which the biggest and most valuaole item 

is the 115 lb. RE rail. Most of this rail was rolled by Colorado 

Fuel and Iron Company in the early 1950's and laid during the 

same period. Although much of this rail has now been in track 

for over thirty years, wear, except on the sharper curves, has 

not been appreciable due to the low tonnages handled. See 

Traffic Density Charts, Appendix II, Exhibit 41. A sampling of 

rail head wear measurements were taken on both heavy and light 

tonnage lines which carried 7.90 and 2.60 million gross tons 

respectively in 1982. These measurements indicate relatively 

light wear except on the sharper curves where flange .wear is 

appreciable. See Appendix I. Exhibit 1.

The detected defective rail history is relatively good and 

presents no problem. Prior to 1978 the Alaska Railroad operated 

rail defect detector equipment over its lines once every five

years, but since that time they have been operated annually
-\

except for 1978 when two inspections were made and 1979 when none 

was conducted. During tl.e five-year period from 1978 through 

1982, these inspections detected a total of 147 115 lb. rail 

defects which includes 23 defects caused by outside sources, 

i.e., engine burn fractures, defective welds and broken bases.



See Appendix I, Exhibit 2. For thia period an average of 5.17 

defective raila per year were detected per 100 milea of main 

track, laid with 115 lb. rail, including the Whittier 

aubdiviaion. Thia hiatory doea not adveraely affect the 

auitability of thia rail in ita preaent aervice or for relying on 

light tonnage tracka.

On-the-ground inapectiona revealed that, except for rail laid 

on curvea of four degrees or more, the main line 115 lb. rail is 

in good condition with very little bending at the joints.' See 

Appendix II, Track Pictures. Some chipping of the rail head 

running surface at the joints was observed which can be corrected 

by welding for it« preaent usage or by croppingl/ for relayer use. 

The railroad ia turning and renewing rail on curvea as required. 

Much of thia worn reclaimed.rail ia then relaid in yard, 

industrial and storage tracka.

Thia 115 lb. rail laid on the main line and the Whittier 

Subdivision ia in auch condition that, with the projected 

program, it will adequately carry preaent and projected traffic 

levels with spot renewals on curvea and replacement of defective 

raila as they occur. However, some of thia rail will be removed 

from the main line in the next ten years in order to replace 

light rail in yard and siding tracka. Moat of this 115 lb. rail

1/ Cropping a rail means sawing off approximately 13 inches on 
each end which eliminates the worn joint area.



ia of auch quality that, if it were to be removed, it could be 

cropped, welded into long strings and relaid in light tonnage 

main tracks, branch lines, sidings or yard tracks.

The inventory of rail was developed by using the track chart, 

the timetable, yard valuation maps, actual lengths of track and 

quantities of rail by section all furnished by The Alaska 

Railroad. Since the lengths of all tracks other than the main 

were provided from clearance point to clearance point or end, a 

factor was applied to account for the rail used on the turn-out 

side to the clearance point. See Appendix I, Exhibit 3. Half of 

this turnout rail is considered scrap to allow for worn stock 

rails and curved lead rails. Also, most of the rail on curves of 

four degrees or more is considered not reusable, and, therefore, 

is classified as scrap. Those scrap rail assumptions for 

turnouts and curves including spirals should adequately 

compensate for the occasional other rails with engine burns or 

other defects disqualifying them for main or branch line use.

The calculated length of all rail presently in track is 658.0 

track miles. Inasmuch as there is no market for large quantities 

of rail sections of 90 lbs. or less, all rail other than the 115 

lb. is considered scrap which amounts to a total of about 15,900 

net tons including an estimated 238 in storage on the ground. 

There is approximately 14,800 net tons of 115 lb. scrap rail 

which is about 14,1 percent of the total of this rail presently 

in track. In addition, there is an estimated 435 tons of

J ' l



reusable/ hereafter referred to as "fit," rail in storage. The 

method used for calculating tonnage figures is shown in Appendix 

1/ Exhibit 4. The fit 115 lb. rail in track and in storage 

amounts to approximately 90,400 net tons. A breakdown for all 

rail by section and track is shown in the Appendix I, Exhibit 5.

In addition, there is a small quantity of new 115 lb. rail 

stored on the ground principally at Anchorage. Pit and scrap 

material in storage was estimated by the Railroad which provided 

the quantities of stored fit and scrap rail. As of February 23, 

1983 there was $701,699 worth of new rail, othei track material 

(OTM) and turnout material on hand. See Appendix II, Exhibit 42. 

For the purpose of this study, it is assumed that this material 

would, in general, be used prior to any hypothetical date of 

cessation of service and that scrap sales would continue so that, 

at that date, new material would be exhausted and scrap and fit 

materials on hand would be at approximately the 3ame level as 

today. This same assumption is made regarding all other new 

maintenance of way materials now in stock.

In the latter part of 1982, the Alaska Railroad began buying

and using a chrome alloy (Chroma) rail in 78-foot lengths to
*\

reduce curve wear and rail joint maintenance. At this time, the 

quantity of this rail, which has all been used to replace worn 

out curve rail, is relatively small and is, therefore, not 

singled out as an individual inventory item. Depending upon wear 

it will either be fit or scrap and fall into its proper category 

as described above.



Other T rack  M a t e r i a l  (OTM)

The OTM used with all rail sections is generally in good 

condition for its present usage. However, most of it is obsolete 

or of too small a size and weight to be considered reusable by 

another railroad. Therefore, for the purpose of this inventory, 

with several exceptions, most of this material is classified as 

scrap.

Several years ago, The Alaska Railroad changed their 

standards for both 115 lb. tieplates and splice bars. The new 

tieplates are 13 inch, double shoulder punched for both rail and n

A
hold-down or anchor spikes. These tieplates replace 11 inch 

double shoulder plates punched only for four rail holding spikes. 

Thirty-six inch, six'hole splice bars.replace 24 inch, four hole 

bars. The track between Portage and Girdwood, 10.3 miles, is 

equipped with the new bars and plates. Approximately another

2,000 pairs of these bars and 100,000 each of the 13 inch 

tieplates are scattered over the main line.

Splice bars on this railroad are well maintained including 

periodic oiling to prevent corrosion. Most of the 24 inch bars 

and all of the new 36 inch bars are in good condition, but none 

have any value as reusable. Any railroad buyers of the 115 

lb. rail would weld it into long continuous strings eliminating

J



The OTM used with all rail sections is generally in good 

condition for its present usage. However/ most of it is obsolete 

or of too small a size and weight to be considered reusable by 

another railroad. Therefore, for the purpose of this inventory, 

with several exceptions, most of this material is classified as 

scrap.

Several years ago, The Alaska Railroad changed their 

standards for both 115 lb. tieplates and splice bars. The new 

tieplates are 13 inch, double shoulder punched for both rail and
S

hold-down or anchor spikes. These tieplates replace 11 inch 

double shoulder plates punched only for four rail holding spikes. 

Thirty-six inch, s i x‘hole splice bars.replace 24 inch, four hole 

bars. The track between Portage and Girdwood, 10.3 miles, is 

equipped with the new bars and plates. Approximately another

2,000 pairs of these bars and 100,000 each of the 13 inch 

tieplates are scattered over the main line.

Splice bars on this railroad are well maintained including 

periodic oiling to prevent corrosion. Most of the 24 inch bars 

and all of the new 36 inch bars are in good condition, but none 

have any value as reusable. Any railroad buyers of the 115 

lb. rail would weld it into long continuous strings eliminating

Othe r T rack  M a t e r i a l  (OTM)
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the need for the conventional splice bars. This railroad does 

not presently have in place any continuous welded rail except for

short strings through grade crossing.

No major railroad would buy and spend the money to install 

small 11 inch plates including those showing any interest in the 

115 lb. rail. However, the 13 inch plate punched for anchor

spikes should be marketable and they are, therefore, considered

as fit for resale and reuse. There are relatively few of these, 

numbering about 159,000. The Seattle, Washington, price of this 

fit material is $2.80 each2/ or $286 per net ton.

Although the other 115 lb. OTM including rail anchors, 

spikes, bolts and nutlocks is in adequate condition for its 

present use, none has a resale value for reuse. Rail anchors are 

not as effective after the first application and not worth a 

reasonable price plus the costs of distributing and applying. 

Bolts and nutlocks are not required for the same reason that 

splice bars have no market as described above. Spikes once 

driven and then pulled are usually bent making them undesirable 

for further use. See the Appendix I, Exhibit 6 for additional 

information on the inventory of other track material (OTM).

2/ Mr. Michael Cody, a consultant retained by USRA, furnished 
all values and prices of fit and scrap track materials in his 
report to USRA dated September 1, 1983.

j - i  i



Turnouts

The Alaska Railroad utilizes three different size turnouts in 

basically two rail sections. They are No. 7's and No. 9's in the 

70 lb. ASCE and 115 lb. RE sections (one No. 7, 75 lb. ASCE) and 

115 lb. No. ll's used in the main tracks primarily at passing 

sidings. Sample on-the-ground inspections revealed the 115 

lb. turnout components; switches, frogs, guard rails, etc., to be 

in good condition although some worn and chipped switch points, a 

few worn stock rails and slightly worn frogs were noted. The 70 

lb. turnouts were, generally, in fair condition with a few found 

to have well worn switch points, loose braces and other worn 

components.

It is estimated that 85 percent of the 115 lb. No. 11 

turnouts and 80 percent of 115 lb. No. 9's in the main track are 

fit for reuse, and approximately 75 percent of the 115 

lb. No. 9's in use in other than in main tracks are considered 

reusable. For the purpose of classifying fit turnout material, 

this report considers only turnout packages.3 /  No tabulation has 

been r.ade of individual switch points, frogs, guard rails, plates ' 

or other turnout components. These turnout packages for 115 

lb. rail are presently being purchased new by the railroad.

3/ "Turnout packages" include switch points, rods, plates, 
braces, heel blocks, frogs, frog plates, guard rails and all 
bolts associated with complete switches, frogs and guard rails if 
needed. They do not include any rail including the stock rails, 
regular tieplates, rail splice bars, track bolts, track nutlocks, 
anchors, switch stands or any switch timber.



Similar to the handling of 70 lb. rail and OTM all reclaimed

70 lb. turnout material is considered scrap and so tabulated in

tons. Although approximately 77 No. 7-115 lb. turnout packages 

are in good condition and fit for reuse, there would be no buyer. 

Most railroads prefer No. 8 turnouts as a minimum size and use 

the shorter, sharper turnouts only for special unique situations. 

The Alaska Railroad is now replacing worn out No. 7's with 

No. 9's whenever possible and also avoiding the use of No. 7's in 

new construction. There are a total of 208 No. 9 and 93 No. 11 

115 lb. turnout packages considered saleable for reuse. See 

Appendix I, Exhibit 6.

Crossties and Switch Timber

There are approximately 2,092,000 crossties and approximately

690,000 lineal feet of switch timber in track. The ties are soft 

wood, for the most part hemlock and fir. All ties are creosote 

treated and those installed in recent years and at the present 

time measure 7 in. x 9 in. x 8' ft. 6 in. Both ties and switch

timber are generally in good condition.

These ties and timber would have little value in the 

alternative use scenario. It is, therefore, assumed that they 

would be left in place. There may be opportunities to sell a 

modest number of these ties and timber on a "where is-as is" 

basis after track removal, but the net proceeds would be 

negligible. Other railroads would not spend the money to buy and 

install used softwood ties.



Ballast

For many years the ballast used on this railroad was pit run 

gravel with the grading ranging from sand to river stones as 

large as a man's head. In recent years the railroad has been 

crushing this gravel to a maximum size of about two to two and 

one-half inches. This has made a considerable improvement in 

track conditions and expedited surfacing and lining with modern 

track maintenance equipment. Although in many areas, but not 

all, this ballast is clean and dry, any reuse value would be 

difficult to estimate and would be less than the cost of 

salvaging.

Bridges, Trestles and Culverts

There are 76 undergrade steel bridges of various types, all 

in good condition. See Appendix II, Bridge Pictures. These 

bridges are listed by location and type in Appendix II,

Exhibit 43. Sample inspections were made of 17 of these 

structures. Although many have not been painted for some time, 

there was no evidence of oxidation or corrosion. Abutments and 

piers appeared to be in good condition with little or no spawling 

or undercutting. Most of these bridges have open decks. A 

considerable amount of bridge timber has Leen renewed in recent 

years so that the decks, in general,- are in good condition. The

O
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only component of these structures with any value is the steel as 

scrap. However, the cost of dismantling these bridges and 

loading and transporting the steel to a market would far exceed 

the sale price.

There are 129 wooden trestles on this railroad as of 

February 28, 1983; a schedule of these trestles is shown in 

Appendix II, Exhibit 44. Sample inspections were made of 34 of 

these structures. All were found to be in good condition. The 

Chief Engineer stated that all of the other trestles were in a 

similar condition. All decks, except three with ballast, are of- 

the open type. The bridge timber on the open deck trestles, as 

on the steel bridges, is in good condition. Two of the ballast 

deck trestles were inspected and no exception could be taken.

The structure condition is good, the ballast clean and dry. The 

track condition is good including rail, ties, surface and line. 

All timber including piling, caps, cross bracing, stringers and 

decking is treated and in good condition. Even though this 

timber is in good condition, its market value would be far less 

than the cost of dismantling.

A listing of all culverts by location, type, size and length, 

dated July 31, 1983, indicates a total of 1,506 scattered over 

the entire railroad. There are at least twelve different types 

including open top wooden track boxes, built with logs, built 

with lumber, corrugated%metal pipe, concrete pipe, and multi­

plate. Sizes vary from concrete and metal pipe 12 inches in



diameter to twin ten foot diameter multiplate with lengths 

varying from eight to 216 feet. A summary of this listing can be 

found in Appendix II, Exhibit 45.

Sample inspections of two multiplate and 12 corrugated metal 

pipe culverts were made and these facilities were found to be in 

good condition, open at both ends with adequate length and grade 

suitable for the physical characteristics of the location. There 

were 49 open top track boxes installed between 1949 and 1968 of 

which most were built in 1953 and 1958. The railroad has an 

ongoing program to replace these boxes with below grade pipe 

culverts, and by the end of this 1983 fiscal year there will be a 

significant reduction in their number. There are four culverts 

in service constructed of logs between 1935 and 1938 which will 

probably require replacement within the next few years. Also, of 

importance when considering maintenance and capital expenditures 

are the 226 culverts constructed with lumber or timber between . 

1937 and 1967.

Tunnels

There are eleven tunnels on the railroad ranging in length 

from 136 feet to two and one-half miles. See Appendix II,

Exhibit 46. None of these tunnels is lined. The seven tunnels 

between Seward and Portage are in relatively poor condition. The 

portals are poor to fair and the tunnels are seeping with water 

and have poor drainage causing serious problems. In the winter 

it is ^ seven day a week job to control the ice using bulldozers



to keep these tunnels passable for train movement. Two tunnels, 

one about 3/4 mile and the other one about 2-1/2 miles long, are 

located between Portage and Whitter. Of the 11 tunnels, these 

appear to be in the best condition, although they are unlined and 

do seep some water. Track surface and alignment appeared good 

and the drainage was adequate. -In both cases the portals are 

well built and in good condition. The other two tunnels located 

in the vicinity of Healy appeared to be in better condition than 

the Seward to Portage tunnels insofar as water seepage and 

drainage is concerned. Track surface and alignment are adequate 

for the maximum ..uthori2ed speed.

A wooden snow shed 225 feet long Li. located just south of 

tunnel No. 11.35. This shed is of timber construction and is in 

relatively poor condition. Drainage, water and track conditions 

within the shed are deplorable. At the time of our inspection, 

there was one location in this shed where 10 inch shims were in 

place between the ties and the rails. See Appendix IT, Shim 

Pictures. A large diameter metal pipe is programmed to replace 

this shed, and also the former 460 foot snow shed north of this 

tunnel which was removed in the Spring of 1983.



Buildings

See Appendix II, Exhibit 47 for a list of the buildings now 

in use by, or on the operating property of, the railroad. Sample 

inspections of these buildings indicate that most of them are in 

relatively good condition and well maintained. There are a few 

buildings requiring exterior refinishing or painting and some 

roof work. However, there appears to be a surplus of building 

space. For example, warehouse #4 in Anchorage, formerly 

leased out, is practically vacant. A truck storage shed was 

found to be empty and a B. and B. Butler building was loaded with 

military surplus, electrical and mechanical equipment. 3uilding 

consolidations could result in savings in maintenance and capital 

spending.

A $2,300,000 project is presently underway to change heating 

methods and conserve energy in the major buildings including shop 

facilities in Anchorage. Thi3 project will result in an improved 

environment within the buildings and a return on the investment 

of 10 percent.

In general these buildings compare well with similar railroad 

structures in the "lower 48."

Marine Facilities

A description and listing of the major marine facilities is 

in Appendix II, Exhibit 48. With the exception of rail barge 

slip #1 and the transit shed at Whittier, these facilities



appear, from a overall general inspection, to be in fair 

condition. The #1 slip at Whittier is presently out of 

service due to electrolysis of the steel piling in the 

foundations under the towers.

Signals

Except for three dragging equipment detector (DED) signals, 

the only signals on this railroad are for highway grade crossing

protection. However, there are only four sets of these automatic

flashing light crossing signals owned and maintained by the

railroad. Two sets are over 20 years old and the other two were

installed during the past six years. There are a number of other 

crossing signal sets owned by the State, City of Anchorage or 

armed services for which the railroad is reimbursed for all 

maintenance costs.

Communications

The Alaska Railroad utilizes a modern micro-wave 

communication system with the exception of two short segments,

i.e., the Whittier Subdivision and on the main line between Moose
*  " \

Pass and Portage where communications are handled through open 

wire and seven miles of underground cable. The original 

micro-wave system was installed between Portage and Anchorage in 

1957 and 1958, and is being rebuilt this year using all new 

modern solid state components replacing vacuum tube equipment at



a cost of $200,000. See Appendix II, Exhibit 49 for a more 

detailed inventory of this communication equipment.

Transmitter-receiver radio’ equipment is installed in the 

following types of equipment: locomotives, rail-highway

vehicles, track mounted maintenance of way machinery, motor cars 

and certain automobiles assigned to the Transportation, M. of W. 

M. P. & E., Administrative and Security Departments. In 

addition, there are 120 portable handheld and 30 portable lunch 

box radios. A list of this equipment is also shown in Appendix 

II, Exhibit 49. All of these transmitter-receiver sets are in 

fair to good condition, many of which are relatively new. The 

entire system operates on FRA assigned frequencies.

The railroad is presently dismantling the open wire pole 

lines replaced by the micro-wave system. Most of this work 

should be completed by the end of the next year.

Locomotives

The Alaska Railroad's locomotive fleet currently consists of 

sixty-two (-62) diesel-electric locomotives, summarized as 

follows:



Alaaka Railroad Locomotive Fleet

Quantitv Type Horsepower

13 F-7's 1500
10 G P - 7 's 1800
3 GP-35's 25 Oii
2 E - 8 ' s 2400
2 MRS-1700'3 1600

11 RSD-4's 1600
21 G P - 4 0 'S 3000

62

Sourcoi The Alaaka Railroad

Bight (8) of theae locomotivea are currently out-of-service 

due to' various major repair needs.

The F-7's, GP-7's, GP-351s and RSD-4's are generally in poor 

condition, r.eeding substantial rehabilitation and repair of 

electrical wiring, rotating equipment and engines.

Sixteen (16) of the GP-40'a are in fair to good condition, 

needing some engine work and basic truck overhaul. Five (5) of 

the GP-40's, the GP-40-2's, received by The Alaska Railroad in 

May, 1983, are in very good condition.

The maintenance history of the B-S's and MRS-1700's is
i

unknown.

The Alaska Railroad will take delivery of four (4) new GP-49 

diesel-electric locomotives in October, 1983.



T h e  l o c o m o t i v e  f l e e t  i s  d e t a i l e d  i n  t h e  A p p e n d i x  I ,  E x h i b i t  

7 ,  b y  n u m b e r ,  m a n u f a c t u r e r ,  c l a s s / t y p e ,  d a t e  b u i l t / r e b u i l t ,  d a t e  

r e c e i v e d  b y  t h e  A l a s k a  R a i l r o a d ,  o r i g i n a l  o w n e r ,  c u r r e n t  

c o n d i t i o n  a n d  c o m m e n t s .  T h e  i n f o r m a t i o n  c o n t a i n e d  i n  t h i s  

E x h i b i t  w a s  c o m p i l e d  f r o m  r a i l r o a d  d a t a ,  i n t e r v i e w s  w i t h  t h e  

r a i l r o a d ' s  e q u i p m e n t  m a n a g e r s ,  a n d  b y  a c t u a l  i n s p e c t i o n  o f  

a v a i l a b l e  u n i t s .

T h e  l o c o m o t i v e  f l e e t ,  t h o u g h  a b l e  t o  h a n d l e  t h e  t r a f f i c ,  w i l l  

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

m a i n t a i n  c u r r e n t  a n d  m e e t  i n c r e a s e d  t r a f f i c  r e q u i r e m e n t s .  

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

R a i l r o a d ' s  l o c o m o t i v e s  w i l l  l i k e l y  r e s u l t  i n  " b u y  n e w "  d e c i s i o n s .  

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

r e q u i r e d  r e p a i r / o v e r h a u l  a n d  r e h a b i l i t a t i o n :

T h e  1 5 0 0  S e r i e s ,  F - 7  l o c o m o t i v e s  w h i c h  w e r e  b u i l t  b e t w e e n  

1 9 4 9  a n d  1 9 5 3 ,  w e r e  p u r c h a s e d  n e w  f r o m  G e n e r a l  M o t o r s  

C o r p o r a t i o n ,  E l e c t r o - M o t i v e  D i v i s i o n .  M i s c e l l a n e o u s  u p g r a d i n g  

h a s  b e e n  d o n e  o n  t h e s e  u n i t 3  o v e r  t h e  y e a r s .  T h e  g e n e r a l  

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

r e w i r i n g ,  t r u c k  o v e r h a u l ,  e l e c t r i c a l  r o t a t i n g  e q u i p m e n t  

r e h a b i l i t a t i o n  a n d  e n g i n e  r e b u i l d .

T h e  G P - 7 ,  y a r d  a n d  f r e i g h t  s e r v i c e  l o c o m o t i v e s ,  w e r e  b u i l t  i n  

1 9 5 1  a n d  a c q u i r e d  f r o m  t h e  A r r a y  i n  1 9 6 0 .  T h e s e  l o c o m o t i v e s  w e r e  

r e b u i l t  i n  1 9 7 5 ,  1 9 7 6  a n d  1 9 7 7 ,  a n d  a r e  c u r r e n t l y  i n  n e e d  o f  

t r u c k ,  i n t e r m e d i a t e  e n g i n e ,  a n d  e l e c t r i c a l  r o t a t i n g  e q u i p m e n t  

o v e r h a u l .



T h e  2 5 0 0  s e r i e s ,  G P - 3 5  l o c o m o t i v e s /  w e r e  p u r c h a s e d  n e w  f r o m  

G e n e r a l  M o t o r s ,  E M U  D i v i s i o n ,  i n  1 9 6 3  a n d  1 9 6 4  a n d  h a v e  h a d  n o  

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

i n t e r m e d i a t e  e n g i n e ,  t r u c k  a n d  e l e c t r i c a l  r o t a t i n g  e q u i p m e n t  

o v e r h a u l ,

T h e  E - 8  p a s s e n g e r  s e r v i c e  l o c o m o t i v e s  w e r e  p u r c h a s e d  f r o m  

A M T R A K  i n  1 9 8 1 ,  a n d  t h e y  a r e  c u r r e n t l y  b e i n g  u p g r a d e d  f o r  

o p e r a t i o n  o n  t h e  A l a s k a  R a i l r o a d ' .

T h e  M R S - 1 7 0 0  w o r k  t r a i n  s e r v i c e  l o c o m o t i v e s  w e r e  b u i l t  i n  

1 9 5 2  a n d  a c q u i r e d  f r o m  t h e  N a v y  i n  1 9 7 7 .  T h e  m a i n t e n a n c e  h i s t o r y  

o f  t h e s e  l o c o m o t i v e s  i s  u n k n o w n .

T h e  R S D - 4  s e r i e s ,  y a r d  s w i t c h e r  l o c o m o t i v e s  w h i c h  w e r e  b u i l t  

i n  1 9 5 3  b y  G e n e r a l  E l e c t r i c / A L C O  a n d  a c q u i r e d  f r o m  t h e  A r m y  i n  

1 9 7 4  a n d  1 9 7 5 ,  h a v e  n o t  h a d  m a j o r  r e p a i r  w o r k  d o n e  o n  t h e m  3 i n c e  

t h e y  w e r e  n e w .  P i v e  (5 )  o f  t h e s e  u n i t s  a r e  c u r r e n t l y  s t o r e d  w i t h  

b a d  o r d e r  e n g i n e s  a n d  t h e  r e m a i n i n g  u n i t s  a r e  i n  p o o r  c o n d i t i o n  

r e q u i r i n g  c o n s i d e r a b l e  r e p a i r / r e h a b i l i t a t i o n .

T h e  G P - 4 0  f r e i g h t  s e r v i c e  l o c o m o t i v e s  w e r e  b o u g h t  n e w  f r o m  

G e n e r a l  M o t o r s  i n  1 9 6 4 ,  1 9 7 5 ,  1 9 7 6  a n d  1 9 7 8  a n d  a r e  g e n e r a l l y  i n  

f a i r  c o n d i t i o n .  P i v e  ( 5 )  o f  t h e s e  w i l l  n e e d  i n t e r m e d i a t e  e n g i n e  

o v e r h a u l  a n d  a l l  u n i t s  w i l l  r e q u i r e  t r u c k  o v e r h a u l  i n  t h e  n e a r  

f u t u r e .



T h e  G P - 4 0 - 2 ,  f r e i g h t  s e r v i c e  l o c o m o t i v e s  p u r c h a s e d  f r o m  

C h r o m e  C r a n k s h a f t  ( o u t  o f  a  C o n r a i l  l e a s e ) ,  a r e  i n  v e r y  g o o d  

c o n d i t i o n .

P h o t o g r a p h s  o f  s o m e  t y p i c a l  A l a s k a  R a i l r o a d  o w n e d  l o c o m o t i v e s  

a r e  i n c l u d e d  i n  A p p e n d i x  I I .

P a s s e n g e r  E q u i p m e n t

T h e  A l a s k a  R a i l r o a d  p a s s e n g e r  f l e e t  c u r r e n t l y  c o n s i s t s  o f  5 2  

c a r s ,  4 6  o f  w h i c h  a r e  o w n e d  b y  t h e  R a i l r o a d  a n d  s i x  o f  w h i c h  a r e  

l e a s e d  f r o m  A M T R A X .

T h e  R a i l r o a d  o w n e d  p a s s e n g e r  e q u i p m e n t  i s  g e n e r a l l y  i n  f a i r  

c o n d i t i o n  w i t h  t h e  e x c e p t i o n  o f  t h e  r e c e n t l y ' r e h a b i l i t a t e d  

a l l - e l e c t r i c  c a r s  w h i c h  a r e  i n  l i k e  n e w  c o n d i t i o n .  T h e  

a l l - e l e c t r i c  c a r s  i n c l u d e  s i x  c h a i r  c a r s ,  o n e  l u n c h  c o u n t e r / c a f e  

l o u n g e ,  o n e  d o m e  c a r  a n d  t w o  b a g g a g e  c a r s .  T h e  a v e r a g e  a g e  o f  

t h e  p a s s e n g e r  c a r  f l e e t  i s  2 9  y e a r s .

T h e  p a s s e n g e r  c a r  f l e e t  i s  d e t a i l e d  i n  A p p e n d i x  I ,  E x h i b i t  8 ,  

b y  m a n u f a c t u r e r ,  c l a s s / t y p e ,  d a t e  b u i l t / r e r a a n u f a c t u r e d ,  d a t e  

r e c e i v e d  b y  t h e  R a i l r o a d ,  o r i g i n a l  o w n e r ,  c u r r e n t  c o n d i t i o n ,  a n d  

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

E x h i b i t  w a s  o b t a i n e d  f r o m  T h e  A l a s k a  R a i l r o a d  d a t a ,  t h e  

r a i l r o a d ' 3  e q u i p m e n t  m a n a g e r s  a n d  b y  v i s u a l  i n s p e c t i o n  o f  

a v a i l a b l e  e q u i p m e n t .



P h o t o g r a p h s  o f  t y p i c a l  R a i l r o a d  o w n e d  p a s s e n g e r  c a r s  a r e  

i n c l u d e d  i n  A p p e n d i x  I I .

F r e i g h t  C a r s

T h e  A l a s k a  R a i l r o a d  c u r r e n t l y  o w n s  1 , 6 4 2  f r e i g h t  c a r s  o f  t h e  

f o l l o w i n g  t y p e s :

Q u a n t i t y

2 8 6
3 2 0
3 1 5
1 3 1
1 2 3
1 0 6

7 6
5 6
2 7
2 3
2 1
1 8
1 5
1 4
10

1 , 6 4 2

T 22®

G o n d o l a s  
H o p p e r s  

F l a t s  
B o x e s  
T a n k s  

B a l l a s t  
A i r  D u a p  

I n s u l a t e d  B o x  
H y - C u b e  B o x  

O R B  F l a t s  
B u l k h e a d  F l a t s  

C o v e r e d  H o p p e r s  
R e e f e r s  

S h u t t l e  F l a t s  
T Q F C  F l a t s

S o u r c e :  T h e  A l a s k a  R a i l r o a d

O f  t h e  1 , 6 4 2  f r e i g h t  c a r s  o w n e d  b y  t h e  A l a s k a  R a i l r o a d ,  1 9 7  

c a r s  a r e  p r e s e n t l y  p r o h i b i t e d  i n  i n t e r c h a n g e  d u e  t o  a g e .  B y  t h e  

e n d  o f  1 9 8 3 ,  a  t o t a l  o f  7 5 2  c a r s  w i l l  b e  p r o h i b i t e d  i n  

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



T h i r t y - s i x  h o p p e r  c a r s  a n d  5 1  t a n k  c a r s  a r e  o p e r a t i n g  i n  

r e s t r i c t e d  s e r v i c e ,  e x c l u s i v e l y  o n  t h e  A l a s k a  R a i l r o a d ,  u n t i l  

D e c e m b e r  31*, 1 9 8 3  u n d e r  a  w a i v e r  g r a n t e d  b y  t h e  F e d e r a l  R a i l r o a d  

' A d m i n i s t r a t i o n .

T h e r e  a r e  1 1 4  c a r 3  i n  s e r v i c e  t h a t  a r e  o v e r  5 0  y e a r s  o l d ,  8 7  

o p e r a t i n g  u n d e r  F R A  w a i v e r  a n d  2 7  i n  m a i n t e n a n c e  o f  w a y  s e r v i c e .

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

f l e e t  i s  a p p r o x i m a t e l y  3 1  y e a r s .

T h e  f r e i g h t  c a r  f l e e t  i 3  d e t a i l e d  i n  A p p e n d i x  I ,  E x h i b i t  9 ,  

b y  t y p e ,  d a t e  b u i l t / a g e ,  c a p a c i t y ,  q u a n t i t y ,  c u r r e n t  c o n d i t i o n  

a n d  c o m m e n t s / r e p a i r s  n e e d e d .  T h i s  i n f o r m a t i o n  w a s  o b t a i n e d  f r o m  

T h e  A l a s k a  R a i l r o a d  s u p p l i e d  s t a t u s  r e p o r t s ,  i n t e r v i e w s  w i t h  t h e  

r a i l r o a d ' s  e q u i p m e n t  m a n a g e r s  a n d  b y  o n - s i t e  i n s p e c t i o n s  o f  

a v a i l a b l e  e q u i p m e n t .

P h o t o g r a p h s  o f  t y p i c a l  R a i l r o a d  o w n e d  f r e i g h t  c a r s  a r e  

i n c l u d e d  i n  A p p e n d i x  I I .

H i g h w a y  V e h i c l e s - O w n e d  a n d  L e a s e d

T h e  A l a s k a  R a i l r o a d  o w n s  a  f l e e t  o f  3 3  h i g h w a y  v e h i c l e s ,  24 

o f  w h i c h  a r e  e q u i p p e d  w i t h  h y - r a i l  g e a r ,  a n d  l e a s e s  1 0 6  h i g h w a y  

v e h i c l e s  f r o m  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  A  c o m p l e t e  

l i s t i n g  o f  t h e  l e a s e d  v e h i c l e s ,  i n c l u d i n g  l e a s e  r a t e s ,  i s  

d e t a i l e d  i n  A p p e n d i x  I I ,  E x h i b i t  5 1 .  T h e  h i g h w a y  v e h i c l e  f l e e t  

i s  g e n e r a l l y  i n  g o o d  c o n d i t i o n .



A  s c h e d u l e  o f  R a i l r o a d  o w n e d  h i g h w a y  v e h i c l e s ,  i n c l u d i n g  

v e h i c l e  c o n d i t i o n ,  i s  c o n t a i n e d  i n  A p p e n d i x  I ,  E x h i b i t  1 0 .

A  p h o t o g r a p h  o f  a  t y p i c a l  h y - r a i l  e q u i p p e d  h i g h w a y  v e h i c l e  i s  

i n c l u d e d  i n  A p p e n d i x  I I .

S n o w  P l o w s ,  C r a n e s  a n d  M i s c e l l a n e o u s  E q u i p m e n t

T h e  A l a s k a  R a i l r o a d  c u r r e n t l y  m a i n t a i n s  45  p i e c e s  o f  

m i s c e l l a n e o u s  e q u i p m e n t  i n c l u d i n g  t h r e e  s n o w  p l o w s ,  1 1  l o c o m o t i v e  

c r a n e s  a n d  d i t c h e r s ,  t h r e e  s p r e a d e r s ,  2 7  c a b o o s e s  a n d  a  b u s i n e s s  

c a r .

T h e  s n o w  p l o w s ,  c r a n e s  a n d  m i s c e l l a n e o u s  e q u i p m e n t  c o n d i t i o n  

i s  d e s c r i b e d  i n  A p p e n d i x  I ,  E x h i b i t  1 1 .

T h e  t h r e e  s n o w  p l o w s  a r e  i n  f a i r  c o n d i t i o n ,  s i x  o f  t h e  

l o c o m o t i v e  c r a n e s / d i t c h e r s  a r e  i n  g o o d  c o n d i t i o n  a n d  f i v e  a r e  i n  

p o o r  c o n d i t i o n .  O n e  o f  t h e  s p r e a d e r s  i s  i n  p o o r  c o n d i t i o n  a n d  

t w o  a r e  i n  g o o d  c o n d i t i o n .

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

h a v e  b e e n  r e c e n t l y  r e f u r b i s h e d .

T h e  A l a s k a  R a i l r o a d  b u s i n e s s  c a r ,  " D e n a l i ” ,  w a s  r e c e n t l y  

r e b u i l t  a n d  i s  i n  g o o d  c o n d i t i o n . .

P h o t o g r a p h s  o f  r e p r e s e n t a t i v e  s p r e a d e r s ,  l o c o m o t i v e  c r a n e s ,  

c a b o o s e s  a n d  t h e  b u s i n e s s  c a r  a r e  i n c l u d e d  i n  A p p e n d i x  I I .



M a i n t e n a n c e  o f  W a y  E q u i p m e n t

T h e  m a i n t e n a n c e  o f  w a y  e q u i p m e n t  i s  s u m m a r i z e d  i n  E x h i b i t  1 2  

o f  A p p e n d i x  I  b y  t y p e ,  q u a n t i t y ,  c u r r e n t  c o n d i t i o n  a n d  c o m m e n t s  

a n d  i s  d e t a i l e d  i n  A p p e n d i x  I I ,  E x h i b i t  5 0 .  T h i s  i n f o r m a t i o n  w a s  

s u p p l i e d  b y  T h e  A l a s k a  R a i l r o a d  a n d  w a s  s u p p l e m e n t e d  a n d  u p d a t e d  

b y  t h e  r a i l r o a d * s  e q u i p m e n t  m a n a g e r s  a n d  b y  a c t u a l  i n s p e c t i o n  o f  

a v a i l a b l e  e q u i p m e n t .

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

f a i r  t o  g o o d  a n d  i t  i s  w e l l  m a i n t a i n e d .

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

o f  w a y  c r a n e s  a r e  i n c l u d e d  i n  A p p e n d i x  I I .

•S hop  E q u i p m e n t

T h e  A l a s k a  R a i l r o a d  s h o p  e q u i p m e n t  i s  d e t a i l e d  i n  A p p e n d i x  I ,  

E x h i b i t  1 3 ,  b y  e q u i p m e n t  d e s c r i p t i o n ,  q u a n t i t y ,  c a p a c i t y ,  

l o c a t i o n  a n d  c o n d i t i o n .

T h e  s h o p  e q u i p m e n t ,  w i t h  t h e  e x c e p t i o n  o f  o v e r h e a d  c r a n e s  a n d  

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

t o  g o o d  c o n d i t i o n .

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

p r o v i d e d  b y  T h e  A l a s k a  R a i l r o a d  a n d  h a s  b e e n  s u p p l e m e n t e d  b y

d i s c u s s i o n s  w i t h  t h e  r a i l r o a d ’ s  e q u i p m e n t  m a n a g e r s .
%

P h o t o g r a p h s  o f  t y p i c a l  s h o p  e q u i p m e n t  a r e  i n c l u d e d  i n  

A p p e n d i x  I I .



#

C O N T I N U I N G  O P E R A T I O N  E V A L U A T I O N

F i x e d  F a c i l i t i e s  A s s e s s m e n t

T h e  c o n d i t i o n  o f  t r a c k  c o m p o n e n t s ,  b r i d g e s ,  t u n n e l s ,  

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

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

t r a c k  c o n d i t i o n s .

S a m p l e s  o f  a l l  t y p e s  o f  t r a c k ,  m a i n  l i n e ,  b r a n c h  l i n e ,  

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

• h y - r a i l  v e h i c l e  a n d / o r  o n  f o o t .  A  w a l k i n g  i n s p e c t i o n  w a s  m a d e  o f  

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

m o s t  o f  t h e  t r a c k s  a n d  a l l  l a d d e r  t r a c k s .  S p o t  w a l k i n g  

i n s p e c t i o n s  u s u a l l y  c o n s i s t e d  o f  a  m i n i m u m  o f  2 0  r a i l  l e n g t h s .

I n  a d d i t i o n ,  a n  o v e r a l l  i n s p e c t i o n  w a s  m a d e  o f  t h e  m a i n  l i n e  i n  

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

t r a i n .

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

c o n d i t i o n  f o r  t h e  u s e  i n t e n d e d ,  i . e . ,  m a i n  t r a c k ,  s i d i n g ,  y a r d ,  

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

c o n s i d e r a b l e  h e a d  w e a r .  H o w e v e r ,  w o r n  r a i l  i s  t u r n e d 4 /  o r  r e n e w e d  

w e l l  b e f o r e  t h e  o c c u r r e n c e  o f  a n y  p r o b l e m s .  I n  f a c t ,  c u r v e  w o r n  

r a i l  i s  t u r n e d  o r  r e n e w e d  w e l l  b e f o r e  i t  i s  w o r n  t o  t h e  e x t e n t

4 /  T u r n i n g  m e a n s  r e v e r s i n g  a  r a i l  i n  t h e  s a m e  l o c a t i o n  s o  t h a t  
t h e  g a u g e  o r  i n s i d e '  b e c o m e s  t h e  f i e l d  o r  o u t s i d e ,  a n d  t h e  u n w o r n  
f i e l d  s i d e  b e c o m e s  t h e  g a u g e  s i d e .

S '  3  I
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t h a t  e a s t e r n  U n i t e d  S t a t e s  h e a v y  t o n n a g e  r a i l r o a d s  w o u l d  t a k e  

s i m i l a r  a c t i o n .  W h e n  i t  i s  d e c i d e d  t o  r e l a y  t h i s  r a i l ,  i t  i s  

r e n e w e d  w i t h  a  c h r o m e  a l l o y  ( C h r o m a )  r a i l  i n  78  f o o t  l e n g t h s .

O n  s i d i n g  a n d  y a r d  t r a c k s  t h e  l i g h t  70  l b .  A S C E  r a i l  i s  

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

t h i s  r a i l ,  i t  i s  r u n n i n g  ( m o v i n g  l o n g i t u d i n a l l y )  a n d ,  i n  c e r t a i n  

i n s t a n c e s ,  s k e w i n g  t i e s  a t  j o i n t s .  A  f e w  p o o r  c o n d i t i o n s  w e r e  

n o t e d  o n  t h e  a u x i l i a r y  t r a c k s  a t  B i r c h w o o d  a n d  i n  A n c h o r a g e  y a r d ,  

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

a n d  l i n e .  B u t ,  g e n e r a l l y ,  s u r f a c e  i s  f a i r  w i t h  s o m e  b e n t  j o i n t s  

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

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

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

o r  f i t  1 1 5  l b .  r a i l  a s  i t  b e c o m e s  a v a i l a b l e  f r o m  m a i n  l i n e  

r e n e w a l s .

T h e  90  l b .  r a i l  i s  i n  t w o  s e c t i o n s ,  A S C E  a n d  B A  o f  w h i c h  

t h e r e  i s  a  t o t a l  o f  1 7 . 3  t r a c k  m i l e s .  A p p r o x i m a t e l y  3 7  p e r c e n t  

o f  t h i s  t r a c k  w a s  l a i d  w i t h o u t  t i e p l a t e s .  S t r e t c h e s  l a i d  w i t h  

t i e p l a t e s  a n d  r a i l  a n c h o r s ,  i . e . ,  t h e  F a i r b a n k s  A i r p o r t  S p u r ,  a r e  

i n  g o o d  l i n e  a n d  s u r f a c e .  T h e  7 3  l b .  A S C E  r a i l  l a i d  o n l y  o n  t h e  

E i e l s o n  B r a n c h  i s  i n  f a i r  c o n d i t i o n .  L i g h t  r a i l ,  65  a n d  7 0  l b . ,  

i s  l a i d  o n  t h e  t r a c k s  i n  t h e  o u t - o f - s e r v i c e  V a l d e z  f a c i l i t y  a n d  

n o t  a  f a c t o r .



f F o r  t h e  p a s t  s i x  y e a r s  t h e y  h a v e  a v e r a g e d  a b o u t  2 0 , 2 0 0 .  S e e  

A p p e n d i x  I ,  E x h i b i t  I S .  F o r  t h i s  y e a r ,  4 0 , 0 0 0  w e r e  o r i g i n a l l y  

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

2 5 , 0 0 0 .  A t  p r e s e n t ,  5 0 , 0 0 0  a r e  p r o g r a m m e d  f o r  1 9 8 4 .  S a m p l e  s p o t  

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

s o m e w h a t  m o r e  t h a n  p r e s e n t l y  p r o j e c t e d  f o r  1 9 8 3 ,  b u t  l e s s  t h a t  

p r o g r a m m e d  f o r  1 9 8 4  s h o u l d  b e  a d e q u a t e  f o r  t h e  n e x t  f i v e  y e a r s .  

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

s i g n i f i c a n t l y .

T h e  A l a s k a  R a i l r o a d  h a s  b e e n  p u r s u i n g  a n  a m b i t i o u s  

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

t h e  e x c e p t i o n  o f  c e r t a i n  l o c a t i o n s ,  t h e  g r e a t e r  p o r t i o n  o f  t h i s  

r a i l r o a d ,  i n c l u d i n g  b r a n c h  l i n e s ,  s i d i n g s  a n d  y a r d s ,  i s  w e l l  

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

i n  u s e  i s  a  v a s t  i m p r o v e m e n t  o v e r  t h e  p i t  r u n  g r a v e l .  D u r i n g  t h e  

p a s t  t w o  y e a r s ,  a n  a v e r a g e  o f  a b o u t  7 7 , 0 0 0  c u b i c  y a r d s  o f  b a l l a s t  

w e r e  d u m p e d  a n d  1 8 0  m i l e s  o f  t r a c k  s u r f a c e d .  T h i s  m e a n s  t h a t  

a b o u t  5 5  p e r c e n t  o f  t h e  a c t u a l  t o t a l  m i l e a g e  o n  t h e  r a i l r o a d  w a s  

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

B e c a u s e  o f  m a n y  f a c t o r s  p e c u l i a r  t o  t h e  A l a s k a n  c l i m a t e  a n d  

t h e  p r i m i t i v e  m e t h o d s  o f  s u b - g r a d e  c o n s t r u c t i o n  ( b y  t o d a y ’ s  

s t a n d a r d s )  u s e d  o n  t h e  o r i g i n a l  l i n e s ,  t h e r e  a r e  s i g n i f i c a n t  

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

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

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

t h e  p a s t  t w o  y e a r s  i s  a d e q u a t e .  H o w e v e r ,  a n  i n c r e a s e  i n

J-  ̂

9



T h e  r a i l r o a d  p r o j e c t s  t h e  r e n e w a l  o f  3 1 , 2 0 0  f e e t  o f  r a i l  i n  

1 9 3 3  a n d  i s  p r e s e n t l y  p r o g r a m m i n g  5 2 , 8 0 0  f e e t  f o r  1 9 8 4 .  

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

t h e  p r e s e n t  r e l a t i v e l y  g o o d  r a i l  c o n d i t i o n s ,  t h e  R a i l r o a d ' s  1 9 8 3  

a n d  1 9 8 4  l e v e l s  a p p e a r  a d e q u a t e .  H o w e v e r ,  i n  f u t u r e  y e a r s ,  n e w  

r a i l  q u a n t i t i e s  s h o u l d  i n c r e a s e  t o  a c c o u n t  f o r  i n c r e a s e d  c u r v e  

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

l i g h t  r a i l  i n  y a r d s  a n d  s i d i n g s . , £ /

E v e n  t h o u g h  t h e  c r o s s t i e s  a r e  s o f t w o o d  w i t h  m a n y  o f  t h e m  n o w  

i n  t r a c k  a p p r o a c h i n g  o r  o v e r  30  y e a r s ,  t h e y  a r e  i n  v e r y  g o o d  

c o n d i t i o n .  A  f e w  i n s p e c t i o n s  r e v e a l e d  a s  f e w  a s  o n e  d e f e c t i v e  

t i e  p e r  20 r a i l  l e n g t h s  ( 7 8 0  f e e t ) .  T h e r e  w a s  n o  i n s t a n c e  f o u n d  

w h e r e  t h e  t i e s  d i d  n o t  m e e t  t h e  P R A  C l a s s  3 t r a c k  s t a n d a r d s  o n  

t h e  m a i n  l i n e  o r  C l a s s  2 o n  s i d i n g s  a n d  i n  y a r d s  w i t h  t h e  f e w  

e x c e p t i o n s  a t  B i r c h w o o d  a n d  A n c h o r a g e  y a r d .  S o m e  r e p l a c e d  t i e s  

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

i n  t h e  F R A  T r a c k  S a f e t y  S t a n d a r d s .  I t  i s  a p p a r e n t  t h a t  t h e  t i e  

r e n e w a l s  d u r i n g  t h e  p a s t  f i v e  y e a r s  h a v e  b e e n  a d e q u a t e  t o  

p r o p e r l y  m a i n t a i n  t h i s  r a i l r o a d .

T h e  r a i l r o a d  e s t i m a t e s  a v e r a g e  t i e  l i f e  a t  3 7  y e a r s  s o  t h a t  

n o r m a l  t i e  r e n e w a l s  s h o u l d  a v e r a g e  a p p r o x i m a t e l y  5 6 , 0 0 0  a n n u a l l y .

5 /  T h e  R a i l r o a d  d e v e l o p e d  a  " N o r m a l  C a p i t a l  P r o g r a m "  ( s e e  
A p p e n d i x  1 ,  E x h i b i t  1 4 )  c o v e r i n g  a l l  d e s i r e d  p r o j e c t s  i f  c a s h  
f l o w  a n d  t r a f f i c  w a r r a n t e d .  T h a t  p r o g r a m  w o u l d  p r o v i d e  f o r  20 
m i l e s  o f  n e w  r a i l  p e r  y e a r .  H o w e v e r ,  f u t u r e  n e e d s  m a y  n o t  
n e c e s s a r i l y  i n c r e a s e  t o  t h e  l e v e l s  p r o j e c t e d  i n  t h a t  " N o r m a l  
C a p i t a l  P r o g r a m " .



b a l l a s t  i s  p r o g r a m m e d  f o r  t h i s  y e a r  a n d  n e x t ,  w i t h  a  m o d e r a t e  

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

i s  c h a r g e d  t o  c a p i t a l .  T h e  f o l l o w i n g  t a b l e  p r o v i d e s  a  

c o m p a r i s o n .

A c t u a l  a n d  P r o j e c t e d  B a l l a s t  a n d  S u r f a c i n g  
1 9 8 1  T h r o u g h  1 9 8 4

A c t u a l I n c .  v s I n c .  v s
A v e r a g e 8 1  & 82 8 1  & 82

1 9 8 1  & 1 9 8 2 1 9 8 3 A c t u a l % 1 9 8 4 A c t u a l i

B a l l a s t - C u .  Y d s . 7 7 , 0 0 0 1 2 0 , 0 0 0 4 3 , 0 0 0 5 6 1 6 0 , 0 0 0 8 3 , 0 0 0 1 0 !
S u r f a c i n g - T r k .  M i . 1 8 0 2 0 0 20 11 2 0 0 20 « •

S o u r c e :  T h e  A l a s k a  R a i l r o a d

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

e x p e n s i v e  s o l u t i o n s .  M a i n t a i n i n g  b a n k s  t o  h o l d  t h e  s u b g r a d e  

a l o n g  t h e  T u r n a g a i n  A r m  a g a i n s t  t h e  t i d e s  a n d  a l o n g  r i v e r s  

a g a i n s t  t h e  c u r r e n t  r e q u i r e s  c o n t i n u a l  d u m p i n g  o f  r i p - r a p  o r  . 

a r m o r  r o c k .  I n  1 9 8 1 ,  a p p r o x i m a t e l y  3 , 8 0 0  c u b i c  y a r d s  o f  t h i s  

m a t e r i a l  w a s  p l a c e d  f o l l o w e d  b y  2 , 0 0 0  i n  1 9 8 2 .  T h i s  w o r k  

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

- .e  i n  s e r v i c e .

S i n c e  f r o s t  h e a v e s  d u r i n g  t h e  s e v e r e  w i n t e r s  a r e  a  m a j o r  

p r o b l e m ,  c o n t i n u a l  s h i m m i n g  i s  r e q u i r e d  t o  k e e p  o p e r a t i n g  e v e n  

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

s h i m s  u p  t o  1 0  i n c h e s  t h i c k  w e r e  f o u n d  i n  t h e  s n o w  s h e d  a t  m i l e  

p o s t  1 1 . 3 ,  a n d  a t  m i l e  p o s t  1 5 1 . 3 ,  c o n c r e t e  t i e s  h a v e  b e e n

J-3S-



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

" s l o t t e d "  s t e e l  s h i m s  u p  t o  s i x  i n c h e s  t h i c k .  S e e  A p p e n d i x  I I ,  

S h i m  P i c t u r e s .  A t  t h i s  l o c a t i o n  b o t h  s i d e s  o f  a  s h o r t  s t a b l e  

s t r e t c h  h e a v e  e v e r y  w i n t e r  r e q u i r i n g  t h e  s h i m m i n g  o f  t h e  r a i l s  

a c r o s s  t h e  s t a b l e  o r  " l o w  s p o t . "  T h e n ,  a s  t h e  f r o s t  t h a w s  t h e  

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

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

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

r e q u i r e d  t o  r e s t o r e  t h e  t i a c k  t o  a  n o r m a l  s p e e d  o p e r a t i o n .  T h e s e  

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

o n  t h i s  r a i l r o a d .  T h e r e  a r e  2 7  b u i l d i n g s  e a c h  c o n t a i n i n g  9 6  

s q .  f t .  o f  w h i c h  t h e  o n l y  p u r p o s e  i s  t o  s t o r e  s h i m s ,  a n d  t h e y  a r e

r e f e r r e d  t o  a s  s h i m  s h e d s .

*

S o m e  s t r e t c h e s  o f  t h e  m a i n  l i n e  a r e  a d j a c e n t  t o  h i l l s  o n  

w h i c h  t h e r e  a r e  m u d  s l i d e s .  T h i s  m u d  p u s h e s  u p  a g a i n s t  t h e  t r a c k  

a n d  i n  i n s t a n c e s  o v e r  i t .  S e e  A p p e n d i x  I I ,  S l i d e  P i c t u r e s .  

D r a i n a g e  d i t c h e s  a r e  b l o c k e d  a n d  i n  s o m e  c a s e s  t h e  t r a c k  i s  m o v e d  

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

m o v e  t h i s  m u d  o u t  e i t h e r  t o  t h e  o p p o s i t e  s i d e - o f  t h e  t r a c k  o r  t o  

a n o t h e r  l o c a t i o n  v i a  d u m p  c a r s .  A t  s o m e  l o c a t i o n s ,  t h e  r a i l r o a d  

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

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

t h e  t r a c k  i n  a n  a t t e m p t  t o  p r e s e r v e  t h e  a l i g n m e n t .



T h e  t i m e t a b l e  l i s t 3  3 5  s l i d e  a r e a s  c o v e r i n g  a  t o t a l  3 9 . 6 5  

m i l e s .  O f  t h e s e #  2 3  a r e  f o r  s  o w ,  1 1  f o r  m u d  a n d  d i r t  a n d  25  f o r  

r o c k .  ( T h i s  t o t a l s  m o r e  t h a n  35  b e c a u s e  i n  s o m e  s l i d e  a r e a s  m o r e  

t h a n  o n e  t y p e  o f  m a t e r i a l  i s  i n v o l v e d . )  A l l  t y p e s  o f  s l i d e s  c a n ,  

a n d  s o m e  d o ,  c a u s e  d i s r u p t i o n  t o . t r a i n  o p e r a t i o n s  a n d  

c o n s i d e r a b l e  c o s t  t o  r e m o v e  t h e  m a t e r i a l  a n d  r e s t o r e  t h e  t r a c k  t o  

s e r v i c e .

C o n d i t i o n s  o n  t h e  l i n e  b e t w e e n  S e w a r d  a n d  P o r t a g e ,  

s p e c i f i c a l l y  b e t w e e n  m i l e  p o s t s  4 0  a n d  5 4 ,  r e s u l t  i n  s e v e r e  

o p e r a t i n g  p r o b l e m s  a n d  h i g h  m a i n t e n a n c e  e x p e n s e .  T h i s  s t r e t c h  o f  

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

a f t e r  c u r v e  o f  u p  t o  1 4  d e g r e e s  a n d  u p  a n d  d o w n  s t e e p  g r a d e s ,  

i n c l u d i n g  t h e  r u l i n g  g r a d e s ,  s o u t h b o u n d ,  3 . 0  p e r c e n t  a n d  

n o r t h b o u n d ,  2 . 0  p e r c e n t .  S i x  o f  t h e  p o o r e s t  u n l i n e d  r o c k  t u n n e l s  

w i t h  c o n t i n u a l '  s e e p i n g  a n d  d r i p p i n g  w a t e r  w i t h  p o o r  d r a i n a g e  

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

a s  s t a l a c t i t e s  f o r m  a n d  i c e  f i l l s  t h e  t r a c k  t o  o v e r  t h e  r a i l .

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

B e t w e e n  t h e  t u n n e l s  t h e r e  a r e  r o c k  c l i f f s  o r  o n e  s i d e  w i t h

a t t e n d a n t  w i n t e r  s n o w  s l i d e s  a n d  f a l l i n g  r o c k  a t  a n y  t i m e ,  w i t h

5 . 7  m i l e s  o f  t h i s  s t r e t c h  d e s i g n a t e d  a s  " S l i d e  A r e a . "  A  s t e e l

d e c k  t r u s s  b r i d g e  i s  l o c a t e d  i m m e d i a t e l y  s o u t h  o f  t h e  s o u t h

p o r t a l  o f  t h e  f i r s t  t u n n e l ,  a n o t h e r  s t e e l  b r i d g e  b e t w e e n  t h e

f i r s t  a n d  s e c o n d ,  a n d  a - t h i r d  b e t w e e n  t h e  f o u r t h  a n d  f i f t hr •

t u n n e l .  D u r i n g  t h e  w i n t e r  i t  i s  a  s e v e n  d a y  p e r  w e e k  j o b ,  u s i n g



h e a v y  e q u i p m e n t ,  t o  k e e p  t h e  t r a c k  t h r o u g h  t h i s  a r e a  o p e n  f o r  

r a i l  t r a f f i c .

A n o t h e r  c r i t i c a l  s t r e t c h  o f  t r a c k  i s  l o c a t e d  i n  t h e  a e a l y  

C a n y o n  b e t w e e n  m i l e '  p o s t s  3 4 8 . 5  a n d  3 5 7 .  I n  t h i s  a r e a  t h e  

r a i l r o a d  i s  b u i l t  o n  t h e  s i d e  o f  t h e  m o u n t a i n  a l o n g  t h e  w e s t  s i d e  

o f  t h e  t w i s t i n g  N e n a n a  R i v e r .  T h i s  s t r e t c h  o f  t r a c k  i s  

p r a c t i c a l l y  a l l  c u r v e s  u p  t o  1 0  d e g r e e s .  T h e  m o u n t a i n  r i s e s  

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

t h e  e a s t  s i d e  d r o p s  s t e e p l y  t o  t h e  r i v e r  o v e r  1 0 0  f e e t  b e l o w .  

A l t h o u g h  t h e r e  a r e  r o c k  s l i d e s  o n  t h e  m o u n t a i n ,  t h e  b i g g e s t  

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

r i v e r .  P i l i n g  h a s  b e e n  d r i v e n  a l o n g  t h e  e a s t  s i d e  o f  t h e  t r a c k  

i n  m a n y  a r e a s  i n  a n  e f f o r t  t o  s t a b i l i z e  t h a  t r a c k .  S e e  

A p p e n d i x  I I ,  H e a l y  C a n y o n  P i c t u r e s .  A s  a  r e s u l t  o f  s u b s i d e n c e  

a n d  c o n t i n u a l  c h a n g e s  i n  a l i g n m e n t ,  n o  r e c o r d  o f  t h e  d e g r e e  o f  

s o m e  c u r v e s  i n  t h i s  a r e a  i s  r e c o r d e d  o n  t h e  t r a c k  c h a r t .

M a i n t a i n i n g  a  r a i l r o a d  u n d e r  t h e s e  c o n d i t i o n s  i s  a  m o s t  

e x p e n s i v e  u n d e r t a k i n g .  B a l l a s t  a n d  f i l l  m a t e r i a l s  m u s t  b e  

r e p e a t e d l y  d u m p e d ,  a n d  t h e  t r a c k  s u r f a c e d  a n d  l i n e d  e v e n  f o r  a  20  

m i l e  p e r  h o u r  m a x i m u m  s p e e d  f o r  p a s s e n g e r  t r a i n s  a n d  1 5  f o r  

f r e i g h t .  B u t  e v e n  m o r e  c r i t i c a l ' i s  t h e  f a c t  t h a t  u n d e r  t h e  r i g h t  

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

i n t o  t h e  s u b - g r a d e ,  a  s l i p  m i g h t  o c c u r  s e n d i n g  a  s t r e t c h  o f  t h e  

t r a c k  s t r u c t u r e  d o w n  i n t o  t h e  N e n a n a  R i v e r .  R a i l r o a d  p e r s o n n e l  

a r e  c o n t i n u a l l y  o n  t h e  a l e r t  f o r  s u c h  a n  o c c u r r e n c e  a n d  a r e ,  o f



c o u r s e ,  p r o t e c t i n g  t h e  m o v e m e n t  o f  a l l  t r a i n s .  I f  t h e  r a i l r o a d  

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

o p e r a t e  a  r e l i a b l e  s e r v i c e ,  r e c o n s t r u c t i o n  o r  r e l o c a t i o n  o f  t h e  

t r a c k  s t r u c t u r e  t h r o u g h  t h i s  a r e a  a p p e a r s  t o  b e  a  n e c e s s i t y .

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

i c e  o v e r  t h e  e n t i r e  r a i l r o a d  r e s u l t i n g  i n  a b n o r m a l l y  h i g h  c o s t s ,

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

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

t h e  p a s t  f i v e  y e a r s  a s  r e p o r t e d  b y  t h e  r a i l r o a d .

C o s t s  -  S n o w  a n d  I c e  R e m o v a l *
F Y  1 9 7 8  t o  F Y  1 9 8 3

1 9 8 3 $ 9 3 6 , 7 8 9
1 9 8 2 9 4 1 , 1 3 0
1 9 8 1 7 0 3 , 1 4 0
1 9 8 0 6 5 7 , 9 2 5
1 9 7 9 6 6 0 , 9 1 9

* T h e  c o s t s  f o r  1 9 8 1  t h r o u g h  1 9 8 3  w e r e  f u r n i s h e d  b y  t h e  
E n g i n e e r i n g  D e p a r t m e n t .  T h o s e  f o r  1 9 7 9  a n d  1 9 8 0  a r e  f r o m  t h e  
F i n a n c i a l  S t a t e m e n t s ,  M a i n t e n a n c e  o f  W a y  O p e r a t i n g  E x p e n s e ,  
c a p t i o n e d  " R e m o v i n g  S n o w ,  I c e  a n d  S a n d  a n d  C a r  C l e a n i n g . "  
( M a i n t e n a n c e  o f  W a y  p e r f o r m s  n o  c a r  c l e a n i n g . )

E q u i p m e n t  A s s e s s m e n t

T h e  g e n e r a l  c o n d i t i o n  o f  l o c o m o t i v e s ,  p a s s e n g e r  c a r s ,  f r e i g h t  

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

e q u i p m e n t ,  m a i n t e n a n c e  o f  w a y  a n d  s h o p  e q u i p m e n t  h a s  b e e n  

d e s c r i b e d  i n  t h e  I n v e n t o r y  a n d  C o n d i t i o n  A s s e s s m e n t  s e c t i o n  o f  

t h i s  r e p o r t .  H o w e v e r ,  f o r  p u r p o s e s  o f  t h e  c o n t i n u e d  o p e r a t i o n s



a n a l y s i s ,  t h e  c o n d i t i o n  a s s e s s m e n t  i s  l o o k e d  a t  f r o m  t h e  p o i n t  o f  

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

p r o v i d e  t h e  r e q u i r e d  s e r v i c e .

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

t h e  R a i l r o a d ' s  s h o p s  a n d  s h o p  f a c i l i t i e s  a n d  h a d  d i s c u s s i o n s  w i t h  

T h e  A l a s k a  R a i l r o a d  p e r s o n n e l  r e s p o n s i b l e  f o r  e q u i p m e n t  

m a i n t e n a n c e .

T h e s e  i n s p e c t i o n s  a n d  i n t e r v i e w s  i n d i c a t e d  t h a t  t h e  r o l l i n g  

s t o c k  h a s  g e n e r a l l y  b e e n  m a i n t a i n e d  o n  a n  " a s  n e e d e d  r e p a i r "  

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

H o w e v e r ,  t h e  r a i l r o a d  i s  n o w  e s t a b l i s h i n g  c e r t a i n  p r o g r a m m e d  

m a i n t e n a n c e ,  s u c h  a s  F - 7 ,  G P - 7  a n d  G P - 4 0  l o c o m o t i v e  

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

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

t o  m e e t  s e r v i c e  r e q u i r e m e n t s .  M a j o r  o v e r h a u l / r e h a b i l i t a t i o n  o f  

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

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

t o  G e n e r a l  E l e c t r i c ' s  o v e r h a u l / r e h a b i l i t a t i o n  f a c i l i t y  i n  

H o r n e l l ,  N e w  Y o r k .

T h e  h i g h w a y  v e h i c l e  f l e e t ,  i n c l u d i n g  t h e  v e h i c l e s  e q u i p p e d  

w i t h  h y - r a i l  g e a r ,  i s  i n  g o o d  c o n d i t i o n .  H o w e v e r ,  s h o u l d  t h e  

o w n e r s h i p  o f  T h e  A l a s k a  R a i l r o a d  b e  t r a n s f e r r e d  f r o m  t h e  F e d e r a l  

G o v e r n m e n t ,  t h e  l e a s e d  v e h i c l e  f l e e t  m a y  n o  l o n g e r  b e  a v a i l a b l e  

f r o m  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  I f  t h i s  f l e e t  w e r e  n o



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

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

t h e s e  l e a s e d  v e h i c l e s ,  s e e  A p p e n d i x  I I ,  E x h i b i t  5 1 .

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

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

m a i n t e n a n c e .

T h e  l a r g e  n u m b e r  o f  c a r s  p r o h i b i t e d  i n  i n t e r c h a n g e ,  a  t o t a l  

o f  7 5 2  c a r s  b y  t h e  e n d  o f  1 9 8 3 ,  a n d  t h e  a v e r a g e  a g e  o f  t h e  f l e e t ,  

a p p r o x i m a t e l y  3 1  y e a r s ,  p o i n t  o u t  t h e  n e e d  f o r  T h e  A l a s k a  

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

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

r e q u i r e m e n t s  f o r  t h e  p r o j e c t e d  e ' ^ o r t  c o a l  m a r k e t  w i l l  b e  m e t  b y  

t h e  s h i p p e r .

T h e  s n o w  p l o w s ,  c r a n e s  a n d  m i s c e l l a n e o u s  e q u i p m e n t  a r e  i n  

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

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

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

i s  i n  g o o d  s h a p e .

T h e  h e a v y  e q u i p m e n t  s h o p ,  w h i c h  m a i n t a i n s  m o s t  o f  t h e  

M a i n t e n a n c e  o f  W a y  e q u i p m e n t ,  i s  l a r g e  e n o u g h  a n d  w e l l  e q u i p p e d  

t o  h a n d l e  t h e  m a i n t e n a n c e  a n d  r e p a i r  o f  t h e  r a i l r o a d ' s  

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

a s  e n g i n e  a n d  c r a w l e r  t r a c k  r e p l a c e m e n t s  a r e  i n  p l a c e  a n d  

e f f e c t i v e .  M a j o r  r e h a b i l i t a t i o n / r e m a n u f a c t u r i n g  p l a n s  s u c h  a s



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

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

T h e  s h o p  o v e r h e a d  c r a n e s  a r e  i n  n e e d  o f  g e n e r a l  r e p a i r ,  

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

a l i g n e d .

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

a n d  a  n e w  t r u c k  a s s e m b l y .

T h e  l o c o m o t i v e  m a c h i n e  s h o p  e q u i p m e n t ,  c o n s i s t i n g  p r i m a r i l y  

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

b o i l e r m a k e r  s h o p  e q u i p m e n t  i s  a b o u t  5 0  p e r c e n t  g o o d  a n d  50  

p e r c e n t  p o o r .  T h e  b l a c k s m i t h  s h o p  i s  a n  a n t i q u e ,  a n d  t h e  

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

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

o u t  o f  s e r v i c e  a w a i t i n g  p a r t s  f r o m  G e r m a n y .  T h e  e q u i p m e n t  i n  t h e  

t i n  3 h o p  i s  o l d ,  b u t  i n  f a i r l y  g o o d  c o n d i t i o n .

T h e  r a i l r o a d  h a s  j u s t  b e g u n  a  p l a n n e d  s h o p  e q u i p m e n t  

m a i n t e n a n c e  p r o g r a m  ( p r e v i o u s l y  e q u i p m e n t  w a s  m a i n t a i n e d  o n l y  i f  

i t  n e e d e d  i m m e d i a t e  r e p a i r ) ,  b e g i n n i n g  w i t h  a  b u d g e t  a l l o t m e n t  

f o r  t h e  r e h a b i l i t a t i o n  o f  o v e r h e a d  c r a n e s  a n d  t h e  d r o p  p i t .

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

c u r r e n t l y  a d e q u a t e ,  b u t  c r o w d e d .

j - o .



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

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

a d d i t i o n a l  l o c o m o t i v e s .

I n  g e n e r a l ,  e x p e n d i t u r e s  f o r  m a i n t e n a n c e  o v e r  t h e  p a s t  f i v e  

( 5 )  y e a r s  h a v e  b e e n  a d e q u a t e  t o  p r o v i d e  t h e  r e q u i r e d  s e r v i c e .  

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

t o  m e e t  t h e  d e m a n d s  o f  t h e  p r o j e c t e d  i n c r e a s e s  i n  t r a f f i c ,  

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

m a i n t e n a n c e ,  a n d  i n c r e a s e d  f a c i l i t y  s p a c e  w i l l  b e  n e e d e d .

F o r  e a c h  o f  t h e  m a j o r  c a t e g o r i e s  o f  f r e i g h t  t r a f f i c ,  t h e  

f o l l o w i n g  t a b l e  d i s p l a y s  a n  i n d e x  o f  h o w  t h e  t r a f f i c  i n  e a c h  

c a t e g o r y  a c t u a l l y  c h a n g e d  b e t w e e n  1 9 7 8  a n d  1 9 8 2  a n d  h o w  t h e  

r a i l r o a d  p r o j e c t s  t r a f f i c  t o  c h a n g e  i n  t h e  n e x t  f i v e  y e a r s .

Freight Traffic - 1978-87 

(Revenue tons)

PU-1
Piacal Tear 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

Sand, Gravel & Mud .26 .23 .14 .65 1 1.37 1.37 1.37 1.37 1.37
Coal .91 .80 .90 1.00 1 .97 .96 1.63 1.82 1.94
Petroleum Prods. .83 .63 .37 .86 1 1.31 1.34 1.31 1.34 1.41
Mfgra. & Miac. .68 .62 .63 .60 1 .81 .87 .99 .79 .83
TOFC/COFC .31 .72 .73 .92 1 .88 .97 1.03 1.02 1.07
Forestry Prods. .88 .72 1.41 1.31 1 1.44 1.63 1.93 1.93 2.00
Other 1.21 1.04 1.46 ' 1.06 1 .69 .73 .77 .32 .75

Source: The Alaaka Railroad



P r o m  t h e s e  p r o j e c t i o n s ,  t h e  f r e i g h t  t r a f f i c  w i l l  i n c r e a s e  b y  

3 7  p e r c e n t  i n  S a n d ,  G r a v e l  a n d  M u d ,  9 4  p e r c e n t  i n  C o a l ,

4 1  p e r c e n t  i n  P e t r o l e u m  P r o d u c t s ,  a n d  1 0 0  p e r c e n t  i n  F o r e s t r y  

P r o d u c t s  b y  1 9 8 7 ,  w h i l e  T O F C / C O F C ,  M a n u f a c t u r e r s  a n d  

M i s c e l l a n e o u s  w i l l  r e m a i n  f a i r l y  c o n s t a n t ,  a n d  O t h e r s  w i l l  

d e c r e a s e  b y  2 4  p e r c e n t  o v e r  t h e  1 9 8 2  l e v e l .  T h e  9 4  p e r c e n t  

i n c r e a s e  i n  c o a l  t r a f f i c  i s  T h e  A l a s k a  R a i l r o a d ' s  p r o j e c t i o n  o f  

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

p r o v i d e d  b y  t h e  s h i p p e r .  H o w e v e r ,  T h e  A l a s k a  R a i l r o a d  w i l l  

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

r e q u i r e d .

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

f r e i g h t  c a r  f l e e t ,  e x c e p t '  h o p p e r  c a r s  f o r  t h e  i n c r e a s e d  c o a l  

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

a v a i l a b l e .  H o w e v e r ,  t h e  l a r g e  n u m b e r  o f  c a r s  t h a t  w i l l  b e  

u n a v a i l a b l e  t o  t h e  A l a s k a  R a i l r o a d  b y  t h e  e n d  o f  1 9 8 3  d u e  t o  a g e  

( p r o h i b i t e d  i n  i n t e r c h a n g e )  w i l l  r e q u i r e  s u b s t a n t i a l  i n v e s t m e n t  

i n  f r e i g h t  c a r s  o v e r  t h e  n e x t  f i v e  (5 )  y e a r s .

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

b e t w e e n  1 9 8 3  a n d  1 9 8 7 .  T h i s  t r a f f i c  i n c r e a s e  w i l l  o v e r b u r d e n  t h e  

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

f l e e t .



T h e  l o c o m o t i v e  f l e e t #  t h o u g h  a b l e  t o  h a n d l e  t h e  t r a f f i c ,  w i l l  

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

m a i n t a i n  c u r r e n t  a n d  m e e t  i n c r e a s e d  t r a f f i c  r e q u i r e m e n t s .  

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

R a i l r o a d ' s  l o c o m o t i v e s  w i l l  l i k e l y  r e s u l t  i n  " b u y  n e w "  d e c i s i o n s .

O p e r a t i n g  E x p e n s e s - F l x e d  F a c i l i t i e s

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

e x p e n d i t u r e s  f o r  E n g i n e e r i n g ,  w h i c h  i n c l u d e s  m a i n t e n a n c e  o f  w a y  

a n d  c o m m u n i c a t i o n s ,  s h o u l d  b e  m o d e s t l y  i n c r e a s e d  d u r i n g  t h e  n e x t  

t e n  y e a r s '  i f  t h e  r a i l r o a d  i s  t o  b e  m a i n t a i n e d  a t  i t s  p r e s e n t  

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

a  c h a n g e  i n  c e r t a i n  a c c o u n t i n g  p r o c e d u r e s  e f f e c t i v e  t h i s  y e a r ,  

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

n o w  c h a r g e d  t o  o p e r a t i n g  e x p e n s e s .  I t  a p p e a r s  t h a t  t h e  i m p a c t  o f  

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

F u r t h e r m o r e ,  i n  t e n  y e a r s ,  t h e  r a i l  n o w  i n  t h e  m a i n  t r a c k  

w i l l  h a v e  b e e n  i n  s e r v i c e  f o r  o v e r  4 0  y e a r s ,  w i t h  t h e  l i g h t e r  

r a i l  i n  t h e  b r a n c h  l i n e s ,  a u x i l i a r y  t r a c k s  a n d  y a r d s  m u c h  o l d e r  

i n  s e r v i c e  y e a r s ,  s o m e  r o l l e d  i n  1 9 1 5 .  O b v i o u s l y  a n n u a l  r a i l  

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

t e n  y e a r s ,  b u t  n o t  n e c e s s a r i l y  t o  t h e  20  m i l e s  a s  c o n t a i n e d  i n  

t h e  p r e v i o u s l y  m e n t i o n e d  " N o r m a l  C a p i t a l  P r o g r a m . "  T h e  r e n e w a l  

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

i n  f u t u r e  y e a r s  p a r t i c u l a r l y  i n  t h e  l a t t e r  h a l f  o f  t h e  n e x t  

d e c a d e  w h e n  m o s t  o f  t h e  t i e s  n o w  i n  t r a c k  w i l l  b e  b e t w e e n  3 5  a n d  

o v e r  4 0  y e a r s  o l d .



T h e  f o l l o w i n g  t a b l e  c o m p a r e s  a c t u a l  e n g i n e e r i n g  o p e r a t i n g  

e x p e n d i t u r e s  f o r  t h e  p a s t  f i v e  y e a r s  w i t h  t h e  R a i l r o a d ' s  

p r o j e c t i o n s  f o r  t h i s  y e a r  a n d  t h e  n e x t  s i x .

E n g i n e e r i n g  O p e r a t i n g  E x p e n s e s  

( E x c l u d i n g  D e p r e c i a t i o n )

Y e a r $000 N o t e s

1 9 7 8
1 9 7 9
1 9 8 0
1 9 8 1  

. 1 9 8 2
1 9 8 3
1 9 8 4
1 9 8 5
1 9 8 6
1 9 8 7
1 9 8 8
1 9 8 9

5 , 0 6 5
4 , 0 6 8
3 , 9 4 6
5 , 4 1 9
7 , 4 1 7 .
9 , 8 0 0
9 , 3 4 0
9 , 7 7 0
9 , 3 3 0 -
9 , 8 9 0
9 , 9 5 0

1 0 , 0 1 0

P r o g r a m  i n  
1 9 8 3  D o l l a r s

P r o j e c t e d  9 / 1 / 8 3

A c t u a l *

* D u e  t o  t h e  p r e v i o u s l y  d i s c u s s e d  a c c o u n t i n g  c h a n g e ,  t h e s e  y e a r s  
a r e  n o t  d i r e c t l y  c o m p a r a b l e  w i t h  1 9 8 3  a n d  b e y o n d .

S o u r c e :  T h e  A l a s k a  R a i l r o a d

E x c e p t  f o r  i t s  p r o j e c t e d  r a i l  a n d  c r o s 3 t i e  r e n e w a l s ,  w e  

d e t e r m i n e d  t h a t  o t h e r  c o s t s  m a k i n g  u p  t h e  R a i l r o a d ' s  p r o j e c t e d  

e n g i n e e r i n g  o p e r a t i n g  e x p e n s e s  a p p e a r  r e a s o n a b l e .  U s i n g  1 9 8 3  a s  

a  b a s e  y e a r ,  w e  m o d i f i e d  t h e  R a i l r o a d ' s  t i e  a n d  r a i l  p r o j e c t i o n s  

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

s u p p o r t  t h e  r a i l r o a d ' s  t r a f f i c  p r o j e c t i o n s  o v e r  t h e  n e x t  t e n  

y e a r s .  Vfe d e t e r m i n e d  t h a t  a n  i n c r e a s e  i n  t h e  r a i l r o a d ' s  t i e  a n d



r a i l  p r o j e c t i o n s  w a 3  a p p r o p r i a t e  ( S e e  A p p e n d i x  I ,  E x h i b i t  1 6 ) .

We a l s o  c o n s i d e r e d  t h a t  t h e  r a i l r o a d  s h o u l d  b e  a b l e  t o  a c h i e v e  a  

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

1 9 8 4 .

A  c o m p a r i s o n  o f  o u r  m o d i f i e d  p r o j e c t e d  e x p e n s e s  w i t h  t h e  

r a i l r o a d ' s  p r o j e c t i o n s  a p p e a r s  i n  t h e  f o l l o w i n g  t a b l e .

P r o j e c t e d  E n g i n e e r i n g  O p e r a t i n g  E x p e n s e s

( E x c l u d i n g  D e p r e c i a t i o n )  
T h o u s a n d s  o f  1 9 8 3  D o l l a r s

Y e a r A R P M o d i f i e d

1 9 8 3 9 , 8 0 0 —

1 9 8 4 9 , 3 4 , 0 1 0 , 5 6 0
1 9 8 5 9 , 7 7 0 1 0 , 5 8 0
1 9 8 6 9 , 8 3 0 1 0 , 6 8 0
1 9 8 7 9 , 8 9 0 1 0 , 7 6 0
1 9 8 8 9 , 9 5 0 1 0 , 9 6 0
1 9 8 9 1 0 / 0 1 0 . 1 1 , 0 6 0
1 9 9 0 1 0 , 0 1 0 1 1 , 1 6 0
1 9 9 1 1 0  , , 0 1 0 1 1 , 1 2 0
1 9 9 2 1 0 / 0 1 0 1 1 , 2 8 0
1 9 9 3 1 0 / 0 1 0 1 1 , 4 5 0

T o t a l s
( e x c l u d i n g  1 9 8 3 ) 9 8 , 8 3 0 1 0 9 , 6 1 0

D i f f e r e n c e

1 /2 20
8 1 0
8 5 0
8 7 0

1, 010
1 , 0 5 0
1 , 1 5 0
1 , 11 0
1 , 2 7 0
1 , 4 4 0

1 0 , 7 8 0

T h e  r a i l r o a d  p r e p a r e d  a  r e p o r t  i n  J a n u a r y  1 9 8 3  e n t i t l e d  

" D e f e r r e d  M a i n t e n a n c e "  s h o w i n g  a  t o t a l  o f  $ 8 8 , 2 0 0 , 0 0 0 .  S e e  

A p p e n d i x  I ,  E x h i b i t  1 7 .  S e v e n  o f  t h e  1 3  i t e m s  o n  t h i s  l i s t  

r e l a t e  t o  c a p i t a l  a n d  p e r h a p s  s h o u l d  b e  c o n s i d e r e d  a s  " D e f e r r e d  

C a p i t a l  S p e n d i n g . "  T h e  o t h e r  i t e m s  a r e  i n  t h e  m a i n t e n a n c e

•
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#
c a t e g o r y .  T h e  t i e  a n d  r a i l  n u m b e r s  i n  t h a t ,  a n a l y s i s  a r e  b a s e d  o n  

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

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

a p p e a r  q u i t e  a d e q u a t e .  O n  t h e  g r o u n d  i n s p e c t i o n s  d i d  n o t  r e v e a l  

a n y  c o n d i t i o n s  o f  d e f e r r e d  m a i n t e n a n c e  i n  c o n n e c t i o n  w i t h  t h e  

t h r e e  i t e m s :  y a r d s ,  t u r n o u t  r e n e w a l  o r  r a i l  j o i n t s .  H o w e v e r ,  i t

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

h e a d s  ( s u r f a c e )  a t  t h e  j o i n t s  w h i c h  c o u l d  b e  c o n s i d e r e d  d e f e r r e d  

m a i n t e n a n c e .  T h e  r a i l r o a d ' s  r e p o r t  p r o v i d e s  § 6 0 0 , 0 0 0  f o r  r a i l  

e n d  w e l d i n g  w h i c h  a p p e a r s  r e a s o n a b l e .  T h e  r a i l r o a d  h a s  

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

c o n t i n u a t i o n  i n  c o m i n g  y e a r s  w i t h i n  p r o j e c t e d  o p e r a t i n g  e x p e n s e s .

T h e  E n g i n e e r i n g  d e p a r t m e n t  l e a s e s  3 8  p i e c e s  o f  a u t o m o t i v e  

e q u i p m e n t  f r o m  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  T h i s  

e q u i p m e n t  i n c l u d e s  a u t o m o b i l e s  a n d  t r u c k s  f r o m  p i c k - u p s  t o  d i e s e l

t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  h a v e  n o t  y e t  r e s o l v e d  w h e t h e r  

f c h e s e  v e h i c l e s  w i l l  b e  t r a n s f e r r e d .  H o w e v e r ,  t h e  i m p a c t  o f  

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

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

p r i c e s  f r o m  o t h e r  s o u r c e s  o r  p u r c h a s e d  a s  a  p a r t  o f  t h e  c a p i t a l  

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

t r a c t o r s .  T h e  m o n t h l y  l e a s e  r a t e  v a r i e s  f r o m  § 1 2 7  t o  S 3 7 2  a n d  

t o t a l s  § 6 , 1 7 2 .  T h e  S t a t e ,  t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n ,  a n d
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O p e r a t i n g  E x p e n s e s - E q u i p m e n t

T h i s  i n v e s t i g a t i o n  a n d  s t u d y  i n d i c a t e s  t h a t  t h e  r a i l r o a d ' s  

p r o j e c t e d  e x p e n d i t u r e  f o r  m o t i v e  p o w e r  a n d  e q u i p m e n t  i s  

s u f f i c i e n t  f o r  c u r r e n t  a n d  p r o j e c t e d  o p e r a t i o n s .

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

m i l e a g e  t o  r e m a i n  c o n s t a n t  a t  a p p r o x i m a t e l y  1 , 7 5 0 , 0 0 0  m i l e s  

t h r o u g h  1 9 8 9 ,  f r e i g h t  s e r v i c e  a n n u a l  m i l e a g e  t o  i n c r e a s e  b y  

a p p r o x i m a t e l y  38 p e r c e n t  b y  1 9 8 9  a n d  l o c o m o t i v e  m i l e a g e  t o  

i n c r e a s e  b y  a p p r o x i m a t e l y  5 7  p e r c e n t  b y  1 9 8 9 .  T h e s e  l o c o m o t i v e  

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

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

C u r r e n t l y  T h e  A l a s k a  R a i l r o a d  i a  o p e r a t i n g  a  f l e e t  o f  

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

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

f o l l o w i n g  t a b l e  d e l i n e a t e s  t h e  l o c o m o t i v e ,  p a s s e n g e r  c a r  a n d  

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

f o r  f i s c a l  y e a r s  1 9 8 1  a n d  1 9 8 2 ,  t h e  f o r e c a s t e d  c o s t  f o r  1 9 8 3  a n d  

t h e  p r o j e c t e d  c o s t  f o r  1 9 8 4  t h r o u g h  1 9 9 3 .



$

M a i n t e n a n c e  C o a t / M i l a

F i s c a l
Y e a r L o c o m o t i v e s

P a s s e n g e r  
. F o u i o r a e n t

F r e i g h t ,  P r i v a t e  s 
L e a s e d  S c r u i o r a e n t

1 9 8 1 $ 1 . 7 3 $ 0 . 2 6 $ 0 . 2 7
1 9 8 2 1 . 2 3 0 . 2 4 0 . 2 3
1 9 8 3 1 . 3 6 0 . 2 5 0 . 2 3
1 9 8 4 1 . 3 5 0 . 2 4 0 . 2 1
1 9 8 5 * 1 . 1 5 0 . 2 4 0 . 1 7
1 9 8 6 1 . 1 2 0 . 2 3 0 . 1 6
1 9 8 7 1 . 1 6 0 . 2 3 0 . 1 6
1 9 3 3 1 . 0 9 0 . 2 2 0 . 1 6

1 9 9 3 0 . 9 5 0 . 2 2 0 . 1 4

* S t a r t  o f s u b s t a n t i a l  e x p o r t c o a l  t r a f f i c a s  p r o j e c t e d  b y  T h e
A l a s k a  R a i l r o a d .

S o u r c e :  T h e  A l a a k a  R a i l r o a d

•

T h e  A l a a k a  R a i l r o a d ,  l o c o m o t i v e  f l e e t  c u r r e n t l y  c o n t a i n s  13 

F - 7  l o c o m o t i v e s  a n d  1 1  R S D - 4  l o c o m o t i v e s  w i t h  a v e r a g e  a n n u a l  

m a i n t e n a n c e  o f  c o a t s  o f  $ 1 . 7 6  p e r  l o c o m o t i v e  m i l e .  I n  O c t o b e r ,

1 9 8 3 ,  t h e  R a i l r o a d  w i l l  t a k a  d e l i v e r y  o f  f o u r  n e w  G P - 4 9  

l o c o m o t i v e s  w i t h  a v e r a g e  a n n u a l  m a i n t e n a n c e  c o s t  o f f  $ 0 . 5 5  p e r  

l o c o m o t i v e  m i l e .  U p o n  r e c e i p t  o f  1 2  a d d i t i o n a l  G E - 4 9  l o c o m o t i v e s  

i n  1 9 8 4 ,  1 9 8 5  a n d  1 9 3 6 ,  t h e  R a i l r o a d  p l a n s  t o  s c r a p  t h e  1 1  

R S D - 4  * a  a n d  e i g h t  o f  t h e  F - 7  l o c o m o t i v e s ,  t h e r e b y  r e d u c i n g  t h e  

l o c o m o t i v e  f l e e t  m a i n t e n a n c e  c o a t  p a r  m i l e .

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

t e n  r e c e n t l y  r e h a b i l i t a t e d  a n d  u p g r a d e d  a l l - e l e c t r i c  p a s s e n g e r  

c a r s  a n d  t h e  R a i l r o a d  p l a n s  t o  h a v e  t e n  a d d i t i o n a l  c a r 3  A



r e h a b i l i t a t e d  a n d  c o n v e r t e d  t o  a l l  e l e c t r i c  b y  1 9 8 6 ,  t h u s  

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

T h e  A l a s k a  R a i l r o a d ' s  C a p i t a l  E x p e n d i t u r e  P l a n  c a l l s  f o r  t h e  

r e p l a c e m e n t  o f  a p p r o x i m a t e l y  15  p e r c e n t  o f  t h e  f r e i g h t  c a r  f l e e t  

b y  1 9 8 6 ,  w h i c h  s h o u l d  r e d u c e  t h e  f r e i g h t ,  p r i v a t e  a n d  l e a s e d  

e q u i p m e n t  m a i n t e n a n c e  c o s t  p e r  m i l e .

A l t h o u g h  i n c r e a s e d  t r a c k  m a i n t e n a n c e  w i l l  b e  r e q u i r e d  t o  m e e t  

t h e  n e e d s  o f  p r o j e c t e d  i n c r e a s e d  t r a f f i c ,  t h e  p u r c h a s e  o f  n e w  a n d  

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

m a i n t e n a n c e  o f  w a y  e q u i p m e n t  m a i n t e n a n c e .  E n g i n e e r i n g  e q u i p m e n t  

e s t i m a t e d  c o s t  o f  r e p a i r s  f o r  N o v e m b e r ,  1 9 8 2  t o  M a y ,  1 9 8 3  i s  

d e t a i l e d  i n  A p p e n d i x  I I ,  E x h i b i t  5 2 .

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

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

r e h a b i l i t a t i o n / u p g r a d e  o f  o l d e r  e q u i p m e n t ,  t h e  p u r c h a s e  o f  n e w  

a n d  m o r e  a d v a n c e d  t r a c k  w o r k  m a c h i n e r y ,  a n d  t h e  p r o j e c t e d  

p r o d u c t i v i t y  g a i n  o f  2 p e r c e n t  a  y e a r  a f t e r  1 9 8 4 ,  s h o u l d  p e r m i t

T h e  ' A l a s k a  R a i l r o a d  t o  o p e r a t e  e f f e c t i v e l y  w i t h i n  t h e  f o l l o w i n g
*

p r o j e c t e d  o p e r a t i n g  e x p e n s e s  f o r  e q u i p m e n t .



P r o j e c t e d  O p e r a t i n g  E x p e n s e s  
E q u i p m e n t  

E x c l u d i n g  D e p r e c i a t i o n  
T h o u s a n d s  o f  1 9 8 3  D o l l a r s

F i s c a l  Y e a r E x p e n s e s

1 9 8 3 $ 9 / 4 4 0
1 9 8 4 9 , 3 8 0
1 9 8 3 1 0 , 7 1 0
1 9 8 6 1 0 , 9 2 0
1 9 8 7 1 1 , 1 1 0
1 9 8 8 1 1 , 3 0 0
1 9 8 9 1 1 , 5 0 0
1 9 9 0 1 1 , 3 0 0
1 9 9 1 1 1 , 5 0 0
1 9 9 2 1 1 , 5 0 0
1 9 9 3 1 1 , 5 0 0

T o t a l s  ( e x c l u d i n g  1 9 8 3 ) $ 1 1 0 , 9 2 0

S o u r c e :  T h a  A l a s k a  R a i l r o a d

C a p i t a l  E x p e n d i t u r e s

T h e  r a i l r o a d  p r o v i d e d  U S R A  w i t h  a  c a p i t a l  p l a n  a v e r a g i n g  $ 1 4  

m i l l i o n  a n n u a l l y  f o r  f i s c a l  y e a r s  1 9 8 3  a n d  1 9 8 7  f u n d e d  b y  t h e  

r a i l r o a d ' s  p r o j e c t e d  c a s h  f l o w .  S e e  A p p e n d i x  I ,  E x h i b i t  1 8 .

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

i n c i d e n t  t o  t h e  t r a n s f e r  o f  o w n e r s h i p  t o  c o m p l y  w i t h  O S E A  a n d  

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

o n e  q u e s t i o n a b l e  i t e m  i n  o u r  o p i n i o n ;  n a m e l y /  i n s t a l l i n g  d o u b l e  

t r a c k  b e t w e e n  M . P .  1 0 3  a n d  M . P .  1 1 4 .
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T h e  r a i l r o a d  a l s o  p r o v i d e d  a  m a s t e r  l i s t i n g  o f  p o t e n t i a l  

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

e a r n i n g s  a n d  t r a f f i c  l e v e l s .  T h e s e  p r o j e c t s  t o t a l  $ 7 2 3  m i l l i o n .  

S e e  A p p e n d i x  I ,  E x h i b i t  1 9 .  O b v i o u s l y ,  a  p r u d e n t  i n v e s t o r  w o u l d  

n o t  u n d e r t a k e  a n y  o f  t h e s e  p r o j e c t s  u n l e s s  h e  c o u l d  b e  a s s u r e d  o f  

a  r e a s o n a b l e  r e t u r n  o n  i n v e s t m e n t ,  o r  u n l e s s  t h e y  w e r e  a b s o l u t e l y  

r e q u i r e d  t o  c o n t i n u e  o p e r a t i n g  t h e  r a i l r o a d .  H o w e v e r ,  t h e  

l i s t i n g  w a s  u s e f u l  i n  d e f i n i n g  t h e  p o s s i b l e  r a n g e  o f  r e q u i r e m e n t s  

w h i c h  m i g h t  b e  c o n s i d e r e d  i n  t h e  f u t u r e  d e p e n d i n g  o n  t r a f f i c ,  

e a r n i n g s ,  o r  e x t e r n a l  f a c t o r s .

D i s c u s s i o n s  w i t h  t h e  r a i l r o a d  m a n a g e m e n t  i n d i c a t e  a  c o n s e n s u s  

t h a t  $ 1 2  m i l l i o n  p e r  y e a r  f o r  t h e  n e x t  t e n  ( 1 0 )  y e a r s  w o u l d  

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

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

f o l l o w i n g :



I  ta n s Million3-1983 Doll are

P u r c h a s e  L o c o m o t i v e s
P u r c h a s e  f r e i g h t  a n d  P a s s e n g e r  C a r s
P u r c h a s e  S h o p  E q u i p m e n t
M o d i f y  a n d  U p g r a d e  M o t i v e  P o w e r
M o d i f y  a n d  U p g r a d e  P a s s e n g e r  C a r s
P u r c h a s e  M / W  E q u i p m e n t
E n e r g y  C o n v e r s i o n s
B a l l a s t  a n d  K i p r a p
B u i l d i n g  I m p r o v e m e n t s
B r i d g e s  a n d  T u n n e l s
L i n e  C h a n g e s
C o m m u n i c a t i o n s  a n d  S i g n a l s  
D r a i n a g e  I m p r o v e m e n t s  
C o n t i n g e n c i e s

1. S0*
2 . 9 0 *
0 . 3 0 *
0 . 5 0 *
0 . 5 0 *
0 . 7 5 *
1 . 00 *
0 . 7 5
0 . 7 0 *
0 . 7 5
0 . 60 *
0 . 5 0
0 . 2 5
1.00

T o t a l 1 2 .0 0

* T h e s e  p r o j e c t e d  c a p i t a l  e x p e n d i t u r e s  a r e  b a s e d  o n  a n  a v e r a g e  o f  
t h e  t o t a l  a m o u n t  p r o j e c t e d  f o r  t h e  t e n  y e a r  p e r i o d ,  n o t  t h e  a m o u n t  
p r o j e c t e d  f o r  e a c h  y e a r  o f  t h e  t e n  y e a r  p e r i o d .

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

f o r e c a s t e d  t r a f f i c ? ■h o w e v e r ,  i t  w i l l  n o t  s i g n i f i c a n t l y  i n c r e a s e  

t h e  r a i l r o a d ' s  u t i l i t y .  F u r t h e r ,  t h i s  p r o g r a m  p r o v i d e s  s o m e  b u t  

n o t  a l l  f u n d i n g  t o  c o r r e c t  O S H A  v i o l a t i o n s  a n d  s t a t e  c o d e  

d e f i c i e n c i e s .

T h a  r e v i s e d  O S H A  r e p o r t ,  p r e p a r e d  b y  t h e  r a i l r o a d ,  s h o w n  i n  

A p p e n d i x  I I ,  E x h i b i t  5 3 ,  l i s t s  7 8  d e f i c i e n c i e s  a t  a  t o t a l  

e s t i m a t e d  c o s t  t o  c o r r e c t  o f  $ 5 , 9 9 1 , 0 0 0 .  H o w e v e r ,  a f t e r  a n  

a n a l y s i s  o f  t h i s  l i s t  a n d  p r e s e n t  w o r k  p r o g r a m s ,  i t  w a s  f o u n d  

t h a t  $ 3 , 8 5 0 , 0 0 0  h a s  a l r e a d y  b e e n  c o m m i t t e d  w i t h  w o r k  t h a t  i s  i n  

p r o g r e s s  o r  i s  i n  t h e  1 9 8 4  c a p i t a l  p r o g r a m .  T h i s  l e a v e s  a n
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e s t i m a t e d  t o t a l  o f  $ 2 , 1 4 1 , 0 0 0  t o  c o m p l e t e  t h e  n e c e s s a r y  

i m p r o v e m e n t s .  A f t e r  p r o v i d i n g  f o r  a  c o n t i n g e n c y  o f  $ 3 5 0 , 0 0 0 ,  w e  

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

a d d i t i o n a l  c a p i t a l  e x p e n d i t u r e  o f  $ 5 0 0 , 0 0 0  p e r  y e a r .

T h e  S t a t e  o f  A l a s k a  r e t a i n e d  a  c o n s o r t i u m  o f  c o n s u l t a n t s  t o  

s t u d y  s t a t e  c o d e s ,  O S H A ,  a n d  o t h e r  b u i l d i n g  d e f i c i e n c i e s  o n  T h e  

A l a s k a  R a i l r o a d .  T w o  i n d e p e n d e n t  a n d  s e p a r a t e  e s t i m a t e s  w e r e  

m a d e  t o  c o r r e c t  t h e  c o n d i t i o n s  f o u n d .  T h e s e  e s t i m a t e s  b o t h  

t o t a l e d  b e t w e e n  8 5  a n d  9 0  m i l l i o n  d o l l a r s .  T h e  r e s u l t s  o f  t h e s e  

s t u d i e s  w e r e  m a d e  a v a i l a b l e  a b o u t  S e p t e m b e r  1 ,  1 9 8 3 .

A  c o m p l e t e  r e v i e w  w a s  m a d e  o f  t h e  t h r e e  v o l u m e s  w h i c h  

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

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

1 .  A l t h o u g h  t h e  t o t a l  c o s t  o f  t h e  t w o  e s t i m a t e s  a r e  

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

a n d  b u i l d i n g s  v a r y  w i d e l y ,  i n  s o m e  i n s t a n c e s  a s  m u c h  a s  

1 , 0 0 0  p e r c e n t .

2 .  T h e s e  l i s t i n g s  a l m o s t  c o m p l e t e l y  o v e r l a p  t h e  O S H A  l i s t  

p r e v i o u s l y  d i s c u s s e d .

3 .  T h e  o v e r h e a d s  a s  t h e y  a r e  a p p l i e d  a c t u a l l y  t o t a l  1 0 9  

p e r c e n t .  T h i 3  a p p e a r s  t o o  h i g h ,  a n d  o u r  i n v e s t i g a t i o n  

i n d i c a t e s  t h a t  80  p e r c e n t  w o u l d  b e  a  r e a s o n a b l e  t o t a l  

o v e r h e a d  f o r  t h e  S t a t e  o f  A l a s k a .  T h i s  i s  f o r  w o r k



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

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

Q u i t e  l i k e l y ,  m u c h  o f  t h i s  w o r k  w o u l d  b e  d o n e  b y  

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

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

4 .  A l l  i m p r o v e m e n t s  a r e  e s t i m a t e d  o n  a n  " i n  k i n d "  b a s i s .

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

e l i m i n a t i n g  a n y  f a c i l i t i e s  o n  w h i c h  i t  w o u l d  b e  

e x p e n s i v e  t o  m a k e  t h e  r e q u i r e d  i m p r o v e m e n t s ,  b y  b u i l d i n g  

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

I n  o n e  c a s e  a p p r o x i m a t e l y  $ 1 , 0 0 0 , 0 0 0  i s  e s t i m a t e d  t o  

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

5 .  M a n y  o f  t h e  c i t e d  d e f i c i e n c i e s  a r e  n o t  c o d e  o r - O S H A  

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

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

6 .  N o  a c c o u n t i n g  i s  m a d e  o f  w o r k  n o w  i n  p r o g r e s s  o r  

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

A f t e r  t a k i n g  a l l  o f  t h e  a b o v e  f a c t o r s  i n t o  c o n s i d e r a t i o n  

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

w i t h  r a i l r o a d  r e p r e s e n t a t i v e s ,  i t  a p p e a r s  t h a t  a b o u t  $ 1 5 , 0 0 0 , 0 0 0  

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

O S H A  e x p e n d i t u r e s  s h o u l d  s u p p o r t  t h e  r e q u i r e d  i m p r o v e m e n t s  t o  

m e e t  t h e s e  c o d e  v i o l a t i o n s .  ? o r  a d d i t i o n a l  d e t a i l s  r e g a r d i n g  

t h e s e  c a l c u l a t i o n s ,  s e e  A p p e n d i x  I ,  E x h i b i t  2 0 .



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

p e r i o d ,  a n o t h e r  $ 1 . 5  m i l l i o n  p e r  y e a r  w o u l d  b e  a d d e d  t o  t h e  

c a p i t a l  p r o g r a m  a s  s h o w n  i n  t h e - f o l l o w i n g  t a b l e .

S u m m a r y  o f  
P r o j e c t e d  C a p i t a l  S p e n d i n g  

M i l l i o n s  o f  1 9 8 3  D o l l a r s

C o d e
Y e a r A R R O S H A V i o l a t i o n s T o t a l

1 9 8 4 1 2 . 0 . 5 1 . 5 1 4 . 0
1 9 8 5 1 2 . 0 . 5 1 . 5 1 4 . 0
1 9 8 6 1 2 . 0 . 5 1 . 5 1 4 . 0
1 9 8 7 1 2 . 0 . 5 1 . 5 1 4 . 0
1 9 8 8 1 2 . 0 . 5 1 . 5 1 4 . 0
1 9 8 9 1 2 . 0 1 . 5 1 3 . 5
1 9 9 0 1 2 . 0 ------ 1 . 5 1 3 . 5
1 9 9 1 1 2 . 0 ------ 1 . 5 1 3 . 5
1 9 9 2 1 2 . 0 ------- 1 . 5 1 3 . 5

• 1 9 9 3 1 2 . 0 1 . 5 1 3 . 5

T o t a l s 1 2 0 . 0 2 . 5 • 1 5 . 0 1 3 7 . 5

j T ' f  7
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T H E  A L A S K A  R A I L R O A D :  O V E R V I E W  

A N D  O P E R A T I O N A L  A L T E R N A T I V E S

I N T R O D U C T I O N

Thit Rerlear U i u  a look it thi fid t rally ownid Ataiki 
RtUro-J in thi contixt of iU apparent pending traniftr to thi 
Stilt at A Ink i. After dumbing thi hit lory of tht railroad—  
Ui priunt phytictl plant, rolling itoch. tad ill operations—we 
analyn thi non important iu w i  unlh which thi Uati mutt 
dial: railroad land, tmpioym, financn, compititiut matron- 
mint, and pauangir mmct, Wt tlto nvttw ortmitilional 
Uruetum that might bi applied to thi railroad following the 
ind of ftdinl control m d  makt raeommendatiom for furthir 
action. I Si I box on pagt 3 for i bnaf mimmary of Uudy 
findinga)

T h e  A  l u l u  R a i l r o a d  ( A R R )  i i  u n i q u e  i n  t h a t  I t  

ia  ( 1 )  t h a  o n l y  r a i l r o a d  in  N o r t h  A m e r i c a  t h a t  ia  a  

f a d a r a l  a g e n c y ,  ( 2 )  t h a  f a r t h a a t  j o r t h  r a i l r o a d  i n  

N o r t h  A m c n c a .  a n d  ( 3 )  c o n s i d e r e d  ( b y  t o n a l  a a  a  

f r o n u e r  d e v e l o p m e n t  t o o l .  I t  h a a  e n j o y a d  a  v a r ie d  

h i a t o r y  a n d  h a a  a l t e r n a t e l y  b a a n  t h a  r a c i p i a n t  o f  in *  

t e n a c  c n t i c i a m  a n d  a x u n o v a  f a d a r a l  g r a n t s .  O r i g i n a l l y  

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

o f  t h a  P a n a n a  C a n a l  ( f r o m  w h i c h  i t  r e c e i v e d  m u c h  o f  

i t a  t a r l y  e q u i p m e n t ) ,  i t  q u i c k l y  f a l l  i n t o  d i a r e p u u ,  

e m e r g e d  a a  a  m i l i t a r y  i m p l e m e n t ,  w a s  c o n v e r t e d  f r o m  

p a u p e r  t o  i p o i l e d  c h i l d ,  a n d  t h : ; i  a l l o w e d  t o  s i n k  i n t o  

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

d a y .

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

t h a  U n i t a d  S t a t e s  D e p a r t m e n t  o f  T r a n s p o r t a t i o n ,  

F e d e r a l  R a i l r o a d  A d m i n i s t r a t i o n  ( F R A ) .  A s  s u c h  i t  i s  

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

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

b o t h  p o l i t i c a l  a n d  e c o n o m i c .  H o w e v e r ,  H  h a a  s l a o  b e *  

c o m e  a n  i m p o r t a n t  o v e r l a n d  t r a n s p o r t  l i n k  i n  A l a a k a

a n d  a  c e n t r a l  e l e m e n t  i n  t h e  s u i e ' s  e c o n o m i c  d e v e l o p ­

m e n t  p r o c e s s .

C h a n g in g  F e d e r a l  P o l i c y

D u r i n g  t h e  p e a l  d e c a d e ,  F R A  h a a  b e c o m e  in ­

c r e a s i n g l y  m u r e s  t e d  in  t r a n s f e r r in g  o w n e r x n ip  o f  t h e  

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

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

t r a n s f e r  in  1 9 7 1 .  H o w e v e r ,  t h e  m o m e n t a r y  p r o i p e n t y  

o f  t h e  A R R  d u r i n g  t h e  A l y e s k a  p i p e l i n e  c o n s t r u c t i o n  

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

p r o p e r t y .

W i t h  t h e  r e t u r n  o f  “ n o r m a l "  e c o n o m i c  c o n d i ­

t i o n s  i n  1 9 7 6 ,  h o w e v e r ,  F R A  w a s  o n c e  a g a in  m o t i ­

v a t e d  t o  e x p l o r e  m e a n s  o f  r e l i e v in g  i t s e l f  o f  t h e  A R R .  

T h e  e c o n o m i c  d o w n t u r n  a l s o  c o i n c i d e d  w i t h  e  s h i f t  

i n  F R A  p o l i c y ,  m a i n l y  d u e  t o  i t s  in c r e a s in g  in v o l v e ­

m e n t  w i t h  C o h K i l  a n d  A m t r a k . 1 B y  1 9 7 9 ,  i t  w a s  

a p p a r e n t  t h a t  b o t h  o r g a n i z a t i o n s  h a d  b e c o m e  m a j o r  

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

a g e n c y  t o  b o t h  a  f e a r  o f  a n d  d i s i n u r e i t  in  a t t e m p t s  t o  

o p e r a u  a n y  r a i l r o a d .  T h u s ,  F R A ' s  p o l i c y  U n d e d  

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

1 F td tra lly  controlled railroad pro pen m  that had bae-i uaauc- 
enaTully managed ia ihe p o in t  w cu r.

This anxdi was adicnnd from s noon  prtpand lor 
Al A la id* Department e l Trtnasortation snd Public Fatih 
hie*. D ititwn et Planning snd Programming, by tne Inrti- 
fiutt o f Social and Esonormc Haiaarcei and Birem and Asao- 

,1m .
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F E A T U R E

Ja fm T . Grey The Aleska HulroOT: Onerview and Operetionel A ltanutiee*
John A  Bnem

Owrvtf IS* p n pm lton of th* trttcl* John T. Gray uaa on o m u U M  profnoor of livuporuiion with 
0* hutitul* of Social * M  Economic Ruaorth m Anthont*. hi km unct resigned to lot* (Aa poulion of 
Mmaftr of Morlttmt m d  Soin with Ih* Aim** Rmirotd. John A. Juana m  a frwuportedon coruulunt m d  
prmtdanl of Slmru m d  Amoem in, Inc., of Phoma, Awotml

a p p e a r e d  t o  b e  e c o n o m i c a l l y  m a r g i n a l ,  i n c l u d i n g  

t h o e e  c o n t r o l l e d  b y  F R A .

T h i s  p o l i c y ,  t a  i t  p e r u i n a  t o  t h e  A l a a k a  R a i l r o a d ,  

« a <  f l m  p u b l i a h e d  i a  A R R ' a  1 9 7 9  a n n u a l  r e p o r t  ( i a  

m s d - 1 9 8 0 ) :

B ow  the Oat— eat o f  the IU M  « f  Alaaka haa mb* 
■ aaiml aereJu* fueda haoam a of the frow tb o f od 
riBaeeaa. the Federal C o t i roau a t bettesM that owwer- 
■hie o f the Alaaka Rsiireed dsoald he w*h the S u u  
Oan nuM aL  The Ftderal G ove raaea i believes the 
Alaaka Rsiboed r u u  p nu a rt lr  fa r the baoeflt a f the 
n a d M U  aad n ippers ol Alaaka; they aeed aad dtaarre a 
aaeah laayet to n e  ia dalaaeiiaiai the lata they vauat 
the ledaaat ta  play.

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

S t t f u  a d m i n i s t r a t i o n  t o o k  o f f i c e  i a  J a n u a r y  1 9 8 1 .  

T b a  t r a n s f e r  o f  t h e  A R R  w a s  c o n r i s t e n t  w i t h  v t s e r g -  

i a g  fe d a r m l o r i e n t a t i o n  i a  s e v e r a l  i i w ,  m e  h i d in g

( 1 )  r e p l a c i n g  a  f a d a r a l  f u n c t i o n  w i t h  a  l o c a l  en t i t y ,

( 2 )  r e d u c i n g  f e d e r a l  e m p l o y m e n t ,  a n d  ( 3 )  r e d u c i n g  

F R A * »  f u n d i n g  r e q u e s t ! .

T h a  p o l i c y  a la o  r u p p o r t a d  F R A  p e r c e p t i o n *  t h a t

( 1 )  t h e  A R R  n o  l o n g e r  ta r r e d  t h e  f u n c t i o n  o f  a  f r o n ­

t i e r  ( d e v e lo p m e n t  t o o l ,  b u t  h a d  b a c o n *  p a r t  o f  a  n o n  

m a t u r e  t r n n a p o r u u o n  a n d  e c o n o m i c  r y a t a m ,  ( ? )

A l h i k a  c o u l d  a f f o r d  t o  o p a r a u  a n d  w b e i d i z e  t h e  

r a i l r o a d  I f  n e e e m a r y ,  ( 3 )  f u t u r e  p r o i p e c u  i t i g g e s w c  

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

m c T M t m g l y  i t i c a c u v e  i n v e r t m c n t ,  a n d  ( 4 )  t h e  A R R .  

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

j e c t i v e *  u n d e r  a  r e v i s e d  o r g a r i x a u o n a i  a n d  i n s t i t u ­

t i o n a l  i t x u c t u r * .

T o  i m p l e m e n t  th ree r i e w t ,  F R A  o n e *  a g a in  p r e ­

p a r e d  d r a f t  l e g i s l a t io n  t o  a u t h o r i s e  o a n s f e r  o f  t h e  

A l a a k a  R a i l r o a d  t o  t h e  R a te . T h i s  l e g u l a u o n  w a s  i n ­

t r o d u c e d  in to  t h e  U . S .  S e n a t e  o n  J u l y  . 1 7 , 1 9 8 1 .

H i s t o r y  o f  t h a  A l a d t a  R a i l r o a d

T h e  A R R  c a m e  i n t o  e x i s t e n c e  t h r o u g h  a n  a c t  o f  

C o n g r t n  o n  M a r c h  1 2 , 1 9 1 4 .  T h i s  l e g u l a u o n  * m ;  o * -  

e n d  t h e  F m i d e n t  t o  a c q u i r e  a n d  ( o r )  c o n s t r u c t  a  r a i l ­

r o a d ,  n o t  t o  e x c e e d  1 , 0 0 0  m i le *  m  le n g t h ,  t o  c o n n e c t  

A l a s k a ' s  I n t e r i o r  n a v ig a b le  w a t e r w a y s  a n d  o n e  o r  

m o r e  c o a l  f i e l d s  w i t h  a n  i c > f r a «  h a r b o r  o n  t h a  G u l f  

o f  A l i a k m .  T h e  A l a s k a  E n g i n e e r i n g  C o m m i s s i o n ,  

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

w a a  d i r e c t e d  b y  P r e s d i n t  W i l s o n  t o  p u r c h a s e  t h e  7 1 -  

m i l t  A l a s k a  N o r t h e r n  R a i l w a y  a n d  t o  r x u n d  i t s  l i n e  

f r o m  S e w a r d  t o  t h e  b e a d  o f  n a v t g i u o n  o f  C o o a  I n l e t
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a n d  n o r t h w a r d  u p  t h *  S u i i t n a  a n d  C h u J i t m  n v t r  

v a l l e y *  t o  a  c r o u i n t f  o f  t h *  A l a s k a  R a n g *  n a a r  t h e  

h e a d w a t e r *  o f  t h e  N e n a n a  R i v e r .  F r o m  t h a t  p o i n t  t h e  

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

N e n a n a  a n d  T a n a n a  m e n  a n d  u p r i v e r  t o  F a i r b a n k s .  

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

p o s i t s .  O n *  b r a n c h  e x t e n d e d  e a s t w a r d  u p  t h e  M i l a n -  

u s k a  V a l l e y  a n d  t h e  o t h e r  e a s t w a r d  f r o m  t h *  j u n c t u r e  

o f  t h *  H t a l y  a n d  N e n a n a  r i v e n .  T h i s  b a s i c  s y s t e m ,  

w i t h  m i n o r  a d d i t i o n s  a n d  d e l e t i o n s ,  h a s  r e m a i n e d  i n ­

t a c t  f r o m  i t s  o f f i c i a l  c o m p l e t i o n  i n  1 9 2 3  t o  t h *  

p r e s e n t  ( a s *  F i g u r e  1 ) .

D e t e r i o r a t i o n  s n d  R e h a b i l i t a t i o n

T n e  d e c l i n e  o f  p l a c e r  m in in g  in  t h e  T i n a n a  

V a l l e y  p n o r  t o  t h *  c o m p l e t i o n  o f  t h e  r a i l r o t d .  t h e  

c o n v e r s i o n  o f  n a v a l  v e s s e l s  f r o m  c o a l  t o  o i l  s o o n  a f t e r  

c o m p l e t i o n ,  a n d  t h e  g e n e r a l  l a c k  o f  e c o n o m i c  a c t i v i t y  

a lo n g  t h e  l i n e  c o m b i n e d  t o  p r o d u c e  o p e r a t in g  d e f i c i t s  

d u n n g  t h *  f i n t  d e c a d e  a n d  a  h a l f  o f  A R R ' s  o p e r a t io n .  

F r o m  1 9 2 4  t o  1 9 4 5 ,  t h e  r a i l r o a d  r e c e iv e d  n o  o p e r ­

a t in g  o r  c a p i t a l  a p p r o p r i a t i o n s  f r o m  C o n g T e s s .  T h i s  

r e s u l t e d  in  a  c o n t i n u i n g  d e t e r i o r a t i o n  o f  i n  a l r e a d y  

m a r g i n a l  p h y s i c a l  s t r u c t u r e .  D u n n g  t h e  y e a r s  b e f o r e  

W o r l d  W r *  11, t h e  r a i l r o a d  w a s  m a i n t a in e d  t o  o n ly

S U M M A R Y  O F  I S S U E S  I N V O L V E D  I N  A R R  T R A N S F E R

•  Ran*in* Transfer e f th* Alaska Railroad. Tha federal 
Rat!road Admmrerretion (ERA ) it ►rerantty taking nae i tc 
(render tha Alaaka Railroad IA RR ) from  the federal eavam- 
mettt to tha Stnta o f A laaka Tha ERA pronovei to  t in d e r  tha 
ARR to tha (tata without therein* a direct aoguuetwn teat. 
However, ERA'i aiaaaaad legislation alto tran iftrt all A RR ’i 
liaM itiet and oMi*siient, whwh Suva not yet keen dearly 
defined.

o  ARR Lands. Land* rseuirsd fo r effeetise rad road 
operation extend beyond tha ARR'a n*hu  o f way. yardl. 
termtnali, and pe ril, onaa the railroad requires net only 
maisrieiv-source tandi. but a lio needi to letw  lands to traffic- 
producing tenants. However, much o f A RR 'i land holdings era 
presently uncart am, because Native claims have been filed on 
certain pen tent o f it under the 1 (71  Alaska Natiee Claims 
Settlement Act.

o Railroad finances. A 1990 ICC freight rate study o f 
the ARR concluded that the present rates taeeed the vanaola 
con of transportation and fu lly  aempansata the carrier. In 
fact, m the pest 3 ytars. even with poor •0000171*  eonditiant 
nationally and in Alaska, (n ight transport on the ARR fu lly 
met all out-ef-podirt cons and some capital vows.

Eassangtt atrtnce. however, hat Song required subictr- 
tation bv tha frevghl u a f f* .  and tvtm this v jbudy hat not 
been enough. While an mcrtate m  passenger fares teems 
warranted, fares tanner ba raised anough to fu lly moat the 
cost c f passenger wmev without driving away passengers. This 
pruCltm would be somewhat aHenerad by separating revenue 
and cost recounting for passenger end freight set?**. Manege- 
ment needs to esteblith en aggressive pettengcr marketing 
program, moderatnly mere eve passenger fe rn , end request a 
pub f* subsidy ta cover rememirsg cons o f semoe.

# Outlook end Benefits o f the ARR . The A RR ’ s freight 
service, available from Seward and Whittier all the way 
through Anehorage te Fairbanks, serves the needs o f •  mayor- 
ity o f Aleak am. It is, and wdl eontmua 10 be, ah imponant 
element m  Alaska's transportation system. Not orsiy is it m en- 
tief to dsvslepmeht o f many o f A latki's resouiees. but by 
competsng with nonratl carriers, the ARR asaures competitive 
rates fo r shippers. Without the rad service ertsmitive, cotts af 
moving eommodrtMS would bo much higher. And soma pro-

ducts, arch as large bulk shipment o f coal, iteel, sand snd 
(reset could not be toonenucellv moved at all.

o ARR Employees. The ARR has for several years been 
reducing me numbers c f its employees, end • hiring Irte tt has 
been in effect since January 20. 1M1. As of mid-April 1911. 
the ARR had (7 9  employees and 7 IS  authorised petitions. e 
vacancy rite o l 17 percent. Eresgnt-user service could suffer 
should present employment hvefs persist m an eaoanoing 
market.

As Decant ment o f Transportation personnel, the am- 
ployees of the ARR hive ell the pviviiegei end rights o l other 
federal agency personnel. In addition, most ARR amotoyvti 
are members at venous labor unions. Enioying aucn Souoie 
protection under earning agreements, employees will not 
likely wish to relinquish toy o f their lusting  lights. As a 
result, triniferrusg these employees I j  the stete could involve 
■vevsl complea problems.

Meeting ell emoloyer renremint end fund contribution! 
fo r ARR emplevvet will cos I about S3S million dunng the 
neat 20 years (19*1 dollars). Or. if wa include inflation snd 
salary increases o f 10 percent per year Icompounded), the cost 
will t*tel about S19S million, or an evtregs annual contribu­
tion o f S t .7 million. However. ARR now iia liies and could 
eapecl to eontmua to le a lu i adequate revenues from  froigrst 
service to provide funds fo r this contribution. Ertignt rsrenues 
ooutd also pay f o r  employee uck leave (S4.3 million) snd 
annuel leeve (S1.5 m illion).

o Condition o f Railroad. The track, structures, snd 
rights o f way of the ARR are generally m good condition and 
well memtitned. For the man pen. the lines meet or eacevd 
ERA Class IV nanderds.

The rolling rrock end locomotives are generally well 
ir.ainiamed end adequate lo r the traffic carried. However, 
much o f the toeomotive and car flaet is old. being previously 
well used by the military or other railroads. A fleet modernne- 
tion program may be needed if traffic increases significantly.

Passenger cars ere generally well meinumed but are old 
and in need o f substantia! modernisation.

The ARR is generally capable e l servicing its eeuisment; 
tU mechanical and electrical shops are well equipped ano ade­
quately support affective maintenance and modification of 
lieomotivet end rolling nock.

C - 5
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m i n i m a l  b r a n c h l i n *  r t a n d a r d L  T h i s  c o n d i t i o n  w a s  

a g g r a v a t e d  b y  t h e  f a c t  t h a t  “ o f f i c i a l "  c o m p l e t i o n  i n  

1 9 2 3  h a d  u i l i  l e f t  a  m a t  d a a l  o f  w o r k  t o  b e  d o n a  

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

a d e q u a t e .

W o r l d  W a r  I I  p r o v i d e d  A R R  w i t h  a  r u t h  o f  t r a f ­

f i c  a n d  m u c h - n e e d  a d  i n c o m a ,  a a  w a l l  s a  t h a  n o w .  

i m p o r t a n t  l i n k  w i t h  a  s e c o n d  t e w f r a e  p o r t ,  a t  

W h i t t i e r .  H o w e v e r ,  t h a  w a r  a l s o  a c c e le r a t e d  d e t e r *  

i o r a t i o n  o f  t h a  p r o p e r t y .  E v a n  w i t h  m i l i t a r y  a s s i s t ­

a n c e  b e t w e e n  1 9 4 2  s n d  1 9 4 5 ,  t h e  r a i l r o a d  w a s  a l m o s t  

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

*

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

d o n  t h a  . r a i l r o a d  o r  r e b u i l d  i t .  T h e  F e d e r a l  G o v e r n ­

m e n t  d e c i d e d  t o  r e b u i l d .

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

l a s t  3 0  y e a r s  a n d  b e c o m e  o n e  o f  t n e  m o s t  c o n t r o v e r ­

s i a l  e p i s o d e s  m  t h e  A R R ’a h i s t o r y .  A c o i s i  e x p e n d i -  

t u r e s  b e f t n  in  1 9 4 6  a n d  o v e r  t h e  c o n s t r u c t i o n  t e r n  

a m o u n t e d  t o  a l m o s t  S 9 5  m i l l i o n .  T h e  a c t u a l  v a lu e  o f  

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

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

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

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

f r i c k ;  r e p l a c i n g  b r id g e s  a n d  b u i l d i n g s ;  b u y i n g  new -  

l o c o m o t i v e s ,  r o l l i n g  s t o c k ,  a n d  m a i n t e n a n c e  e q u ip ­

m e n t ;  a n d  b u i l d i n g  n e w  s h o p s ,  a s  w e l l  a s  t e r m i n a l s  a t  

A n c h o r a g e ,  F a i r b a n k s ,  a n d  S e w a r d .

M o s t  o f  t h e  w o r k ,  f r o m  W h i t t i e r  t o  F a i r b a n k s  

w u  c o m p l e t e d  b y  1 9 5 2 ;  h o w e v e r ,  t h e  m a i n  l i n e  t o  

S e w a r d ,  b e g u n  i n  1 9 5 3 .  w a s  n o t  c o m p l e t e d  u n t i l  

1 9 5 8 ,  a n d  o n l y  a f t e r  a  s p e c i a l  i p p r o p n a t i o n  w a s  r e ­

q u e s t e d  b y  t h e  D e f e n s e  D e p a r t m e n t .  B y  t h e  e n d  o f  

t h e  r e h a b i l i t a t i o n  p e r i o d ,  t h e  r a i l r o a d  w o u l d  f i n a l l v  

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

s e n t  f o r m .

T h e  1 9 8 4  E a r r h q u e k e

T o t a l  d a m a g e  t o  t h e  A l a s k a  R a i l r o a d  f r o m  t h e  

1 9 6 4  e a r t h q u a k e  a m o u n t e d  t o  a p p r o x i m a t e l y  S 2 T  

m i l l i o n ,  o f  w h i c h  S 2 S . 4  m i l l i o n  w u  o o u i n e d  t h r o u g n  

C o n g r e s s i o n a l  a p p r o p r i a t i o n s . 2 O f  t h e  t o u l .  a l m o s t  

$ 1 1 . 7  m i l l i o n  w u  r e q u i r e d  t o  r e c o n s t r u c t  t h e  l i n e  

f r o m  P o r t a g e  t o  S e w a r d  a n d  t h e  S e w a r d  T e r m i n a l .  

R e c o r d s  o f  t h e  c o n t r o v e n y  o v e r  w h e t h e r  o r  n o t  t n e  

S e w a r d  r e c o n s t r u c t i o n  s h o u ld  b e  u n d e r t a k e n  i n d i c a t e  

t h a t  i t  c o u l d  n o t  b e  j u s t i f i e d  o n  t h e  b u i s  o f  c a p i t a l  

a n d  f u t u r e  o p e r a t i n g  c o s t s .  H o w e v e r ,  t h e  Alaska 

R a i l r o a d  a n d  i t s  o w n e r ,  t h e  D e p a r t m e n t  o f  t h e  

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

b i n a t i o n  o f  e c o n o m i c  a n d  s o c i a l  f a c t o r s .  O n e  l e t t e r  

s t a t e d :

The 4 anew  on reconstruction u  not restricted lo  
h o m k ik  considerations ilon e ; in many respects 
humane snd equitable factors eatumv even fre s trr 
significance. The eeaential feet u thst future to restore 
n i l  eervsee means Hist Seward will disappear at an 
im partia l factor us A lsu s  li ft .

2Thtee appeepnatiom should be clearly duiinsuiinrd from 
other federal funda us versed in the ARR . The raurosd's reran- 
guake rebuilding moniee were only a small part o f the H 0 0  
■tsUien us diaaseer relief asssstinre pronged lo  Alasaa. The vast 
majority o f this money went to individuals, private companies 
tod  local goetrwmenu throuffl a variety o f taaiiuncr pro­
grams. Thus, for policy purpoees. the fundmi o f the ARR re­
construction should be treated in the same lignt aa one would 
all othar economic entities o f the s u it , rather than ta a feoerti 
agency appropnatioa.
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G i v e n  t h a  i n f o r m a t i o n  a v a i l a b l e  a t  t h *  t i m e ,  t h e  

d e c i s i o n  t o  r e b u i ld  t o  S e w a r d  m a y  o r  m a y  n o t  h a v e  

b * * n  e c o n o m i c a l l y  r o u n d .  T h a  i m p o r t a n t  p o i n t  ia  t h . i t  

a a  a  f e d e r a l  a g e n c y ,  t h *  r a i l r o a d  b a a e d  a  m a j o r  p a r t  o f  

r ta  a t f u m e n t  t o  r e b u i l d  t h *  l i n e  o n  f a c t o r s  w h i c h  w e r e  

n o t  r t e c e a a a h ly  i n  i t s  o w n  e c o n o m i c  b e a t  in t e r e s t .  A  

p r iv a t e  f i r m ,  c o n f r o n t e d  w i t h  t h e  t a m e  c i r c u m a u n c e a .  

w o u l d  n o t  l i k e l y  h a v e  u s e d  t h *  t a m e  r e a s o n i n g  n o r  

h a v e  m a d *  t h *  a a m e  d e c i s i o n .

R a i l r o a d  B a r g e i  a n d  t h a  P o r t  o f  A n c h o r a g e

S h o r t l y  b e f o r e  t h e  e a r t h q u a k e ,  t w o  o t h e r  e v e n t s  

o c c u r r e d  w h i c h ,  t o g e t h e r  w i t h  t h e  s u b a e q u e n t  lo t *  o f  

S e w a r d ,  c a u s e d  a  lo n g - t e r m  c h a n g e  in  t h e  c h a r a c t e r  o f  

b o t h  t h e  r a i l r o a d ' s  t n f f i c  p a t t e r n s  a n d  t h o s e  o f  

A l a s k a ' s  e n t i r e  r a i l b e l t  r e g io n .  T h e s e  w e t *  ( 1 )  t h e  

i n i t i a t i o n  o f  r a i l c a z  b a r g e  s e r v i c e s  b e t w e e n  A l a s k a  a n d  

b o t h  C a n a d a  a n d  t h *  c o n t i n e n t a l  U n i t e d  S t a t e s  a n d

( 2 )  t h e  o p e n in g  o f  t h *  P o r t  o f  A n c h o r a g e  t o  y e a r -  

r o u n d  c o n t a i n e r  s h i p  s e n n e t .  O f  t h *  t w o ,  t h e  m o a t  

i m p o r t a n t  w u  t h e  b a r g e  s e r v i c e — n o t  i n  t e r m s  o f  

m o v e m e n t  v o l u m e s ,  b u t  r a t h e r  i n  t h *  o p t i o n s  m a d e  

a v a i l a b l e  t o  A l u k e  s h i p p e r s .  T h e  a c t i o n  o f  t h e  r a i l ­

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

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

o r  m a j o r  d i s t r i b u t o r ,  w h e r e v e r  h i s  l o c a t i o n ,  d i r e c t l y  

t o  a n  A l a s k a  l o c a t i o n  w i t h o u t  r e l o a d i n g  in  S e a t t l e  a n d  

A l a a k a  p o m .  T h e  e c o n o m i c  in d e p e n d e n c e  f r o m  

S e a t t l e  w h o l e s a l e r s  o f f e r e d  b y  t h i s  s e m e *  f o r c e d  

s t e a m s h ip  c o m p a n i e s ,  p a r t i c u l a r l y  A l a s k a  S t e a m s h i p  

a n d  S e a - L a n d  S e r v i c r ,  t o  e s t a b l i s h  s i m i l a r  o p t i o n s .

C o n s t r u c t i o n  o f  t h e  T r i n s - A l a d t a  O i l  P i p e l i n e

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

A l u k a  R a i l r o a d  w e r e  t h o r e  s u r r o u n d i n g  i t s  p a r t i c i p a ­

t i o n  in  t h *  c o n s t r u c t i o n  o f  t h *  t n n s - A l a s k a  p ip e l i n e .  

D u n n g  t h e  y e a n  1 9 7 4  t h r o u g h  1 9 7 7 ,  t h *  r a i l r o a d  

p r o b a b l y  m o v e d  t h e  la r g e s t ,  m o s t  l u c r a t i v e  v o l u m e s  

o f  t r a f f i c  o n c e  W o r l d  W a r  I I ,  a n d  t h *  p h y s i c a l  s y s t e m  

u n d e r w e n t  a  s i m i l a r ,  a l t h o u g h  a o m e w h a t  m i l d e r ,  

s t r a i n .  O n c e  a g a in ,  t h e  o n l y  p o s a ib l *  s o l u t i o n ,  g iv e n  

t h e  f e d e r a l  a g e n c y  s u t u s  o f  t h *  r a i l r o a d ,  w u  t o  t r a n a -  

f e r  p r o p e r t y  f r o m  o t h e r  f e d e r a l  o r g a n i z a t i o n s  ( m o s t  

n o t a b l y  l o c o m o t i v e s  f r o m  t h *  m i l i t a r y )  a n d  t o  u s e  

C o n g r e s s i o n a l  a p p r o p r i a t i o n s  f o r  c a p i t a l  i m p r o v e ­

m e n t s  a n d  m a j o r  m a i n t e n a n c e .  T w e n t y - f o u r  m i l l i o n  

d o l l a i i  in  a p p r o p n i t i o n s ,  i n  a d d i t i o n  t o  $ 1 3  m i l l i o n  

i n  im p r o v e m e n t s  f i n a n c e d  t h r o u g h  t a m i n g s ,  p e r m i t ­

t e d  t h e  r a i l r o a d  t o  e m e r g e ,  f o r  t h *  f i n t  t i m e ,  f r o m  a  

p e r i o d  o f  h e a v y  u s a g e  in  b e t t e r  p h y s i c a l  c o n d i t i o n  

t h a n  i t  e n t e r e d .

T H E  P H Y S I C A L  P L A N T

T h e  M a in  L i n *  a n d  B r a n c h e s  

T h e  A l u k a  R a i l r o a d  ( A R R )  t o d a y  h u  a  s in g le

t r a c k  m a i n l i n e  o f  4 1 9  m i l e s  f r o m  W h i t t i e r  t o  F a i r ­

b a n k s  v i a  A n c h o r a g e ,  W u i l l a ,  H e a l y ,  s n d  N e n a n a .  I n  

a d d i t i o n ,  t h w r e  a r e  s ix  b r a n c h e s  w i t h  i n  a g g r e g a t e  

t o t a l  o f  1 1 5  m i le s .  T h e s e  i n c l u d e  t h e  2 3 - m d e  b r a n c h  

f r o m  F a i r b a n k s  t o  E i e l s o n ,  t h e  1 0 - m i i e  F a i r b a n k s  

I n t e r n a t i o n a l  A i r p o r t  s p u r  f r o m  F t .  W a m w r g h :  t o  t h e  

a i r p o r t ,  t h *  4 - m i le  c o a l  b r a n c h  f r o m  H e a ly  t o  S u n -  

L / a n a ,  t h e  7 - m i le  l i n e  f r o m  M s t a n u i k a  J u n c t i o n  t o  

P a l m e r ,  t h *  3 - m i l *  A n c h o n g e  I n t e r n a t i o n a l  A i r p o r t  

s p u r ,  a n d  t h e  6 3 - m i l *  l i n e  f r o m  P o r t a g e  t o  S e w a r d . 3

T h e  m  t i n  l i n e  h u  o n l y  m i ld  g r a d ie n t *  a io n g  t n e  

w i t e r  le v e l  r o u t *  b e t w e e n  W h i t t i e r  a n d  A n c h o r a g e  

a n d  u p  t h e  S u a i t n a  V a l l e y  u  f a r  n o r t h  u  G o l d  C r e e k  

( a b o u t  1 5 0  m i l e s  f r o m  A n c h o r a g e ) .  H o w e v e r ,  t h e  

s e v e r *  g r a d e *  o n  t h e  n e x t  3 5  m i le s  t o  t h e  r u m m i i  o f  

t h e  p a s s  t h r o u g h  t h e  A l u k a  R a n g e  r e d u c r  t h e  t o n ­

n a g e  r a t in g s  o f  l o c o m o t i v e *  b y  a b o u t  4 0  p e r c e n t .  T h e  

g r a d e *  o n  t h *  n o r t h  s id e  o f  t h *  r a n g e  a r e  m u c h  e u i e r ,  

b e in g  s u n i l a r  t o  t h *  w a t e r  le v e l  l i n e  in  t h e  l o w e r  

S u a i t n a  V a l l e y ,  w i t h  t h e  e x c e p t i o n  o f  a  s in g le  s h o r t  

f l v e - m i l *  s t r e t c h .  T h *  m a i n l i n e  n o r t h  o f  t h e  r a n g e  t o  

F a i r b a n k s  a n d  t h e  E i e l s o n  b r a n c h  p a s s  t h r o u g h  

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

T h e  m o s t  s e v e r e  p o r t i o n  o f  t h e  r a i l r o s d  is  t h e  

l i n e  f r o m  P o r t a g e  t o  S e w a r d ,  w h i c h  c r o u e s  t w o  

m o u n t a i n  b a r r i e r s  w i t h  s t e e p  g r a d ie n t * .  B o t h  r e s t n c t  

s o u t h b o u n d  t r a f f i c ,  r e d u c i n g  t h *  t o n n a g e  t  l o c o m o ­

t iv e  c a n  h a n d l e  b y  7 5  p e r c e n t  a n d  6 5  p e r c e n t ,  r e s p e c -  

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

b e t w e e n  A n c h o n g e  a n d  P o r t a g e .  N o r t h w a r d  g r a d e s  

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

a n y  o f  t h e  l i n e  n o r t h  o f  P o r t a g e .

P u s m g  t id i n g s  v r  s p a c e d  a b o u t  e v e r y  7 - t o -  

1 0 - m i l e s  s o  t h a t  t r a in s  m a y  m e e t  a n d  p u s .  H o w .  

e v e r ,  t id i n g s  lo n g  e n o u g h  t o  a c c o m m o d a t e  m o s t  

f r e i g h t  t r a i n s  a r e  l e u  f r e q u e n t .  I n  a d d i t io n ,  t h e r e  

a r e  t r a c k s  a t  v a r io u s  p o i n t *  a lo n g  t h e  l i n t  w h ic h  s e r v e  

i n d u s t r i e s  n o t  lo c a t e d  i t  a  m a j o r  y a r d .  T a b l e  1 

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

p r i n c i p a l  b r a n c h e s .

T r a c k  C o n d i t i o n s

T h e  t r a c k  r t n i c t u r e  o f  t h e  A l u k a  R a i l r o a d  is  

c u r r e n t l y  in  e x c e l l e n t  c o n d i t i o n ,  p a r t i c u l a r l y  c o n ­

s id e r i n g  t h e  r e l a t i v e l y  l i g h t  t r a f f i c .  T h e  m a m  l i n e  a n d  

t h e  l i n e  t o  S e w a r d  a r e  m a i n t a in e d  t o  F R A  C l a s s  I V  

q u a l i t y  s t a n d a r d s  w h i c h  p r o m t  f r e ig h t  t r a in s  s p e e d s  

u p  t o  6 0  m i l e s  p e r  h o u r  a n d  p a s s e n g e r  t r a in s  t o  3 0  

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

I n  f a c t ,  t h e  A l a a k a  R a i l r o a d  m i n t  l i m n  i u  t r a m  s p e e d s

3 l l  ah o u M  t o  n o t ad  th a t  U ia  ra ilro a d  e o n u d r n  t h i  l in e  to  
S a w a rd  u  p a n  o f  th a  m ain  lm » . and  i l  ia m a m ta in rd  to  i i i w  
a u n d a r d s  H o w e v t r .  it haa t h a l i lh t a a t  t ra ff ic  o f  tna  a n u r a  t y i  
la tn  la B o u t  3 0 0 ,0 0 0  |ro a a  ta n a  a n n u a lly ) .
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Lie* Segment Dbomaa
Tannage
Rating

Narthdesnd*
Teenage
Rating

SewthOeund*
Paw mg
Sdingi 

aver 3000 ft.

Indun rn i
T raati

S i t K M f l
S t li io n i9

Sewwd-Oivrse 9.1 875 4 .000 0 0
B ind* Rrimrore 6 .4 1.600 ISO 0 0
Frame**-Huniw 31 .6 1.600 4 .0 00 3 3Hunter-Grandview 4 .9 9 00 4 ,0 00 0 0Grand* ww-Soenetf 10.9 4.CC0 640 1 2
Soeneer-Rortage 1 .4 4 .0 0 0 3 .000 1 0Whntier-Rortegg 13.4 3 .6 00 3 .0 00 1 0Pof!*f»-*OT1»T 3 6 4 4 .0 00 3 .0 00 1 0
Rotier-Anchorage 13.7 3 .0 00 3 .500 1 3 2Anchor age-Mttanusit 36 .4 1 .850 3 .0 00 3 5Matanutka-Rtlmer 6 .5 3 .000 4 .0 00 0 6Mnanuska-Go Weraek 113 .5 1.150 3 .500 a 9Gottsrta*-Hurricane 16.3 1 ,1 0 0 3 .500 0 0Hurricane-Honolulu 7 .3 1 ,1 0 0 1.335 i 0
Honolulu-Color a d o 1 4 1 .1 0 0 1.600 1 0
Color ado- Stenmtt 15.4 1.600 1.100 1 1
Sumrmt-Healv ' 4 5 6 3 .700 1.600 i 6
Heely-N«nana 53 .6 4 .0 0 0 1.800 i 7
Nenana-FiirOanfei 5 6 8 3.0CO 3.000 4 4
Farroanks-Erefton 39 .0 3 .0 00 3 .000 0 9 A

Yards: Seward Healy Whittier \
Nenana Ancnor ige Fairbanks

T onnage ratings for 3 . 0 0 0  h o r m o o m r r  locomotives.
6 Additional industrial tracxi m  yards. at m ilitary o a m  (F t. Rtcftardaon, Elmeneorf, E irlion , Ft. Wamwngni). m o it Anenor- 
at* and Fairttanks International A irports.
Source: Alagka Railroad. T im otabk No. 109.

f o r  f r e i g h t  a n d  p a s g * n g * r  t n m i  t o  4 9  a n d  5 9  m i l * *  p e r  

h o u r ,  r e s p e c t i v e l y ,  l i n e *  i t  h a s  n o  a u t o m a t i c  b l o c k  

s ig n a l  s y s t e m ,  o n *  o f  t h  *  F R A  a a f t t y  t e q u i i e m e n u  

f o r  h i g h e r  a p e s d s .  I n  a d d i t i o n ,  t h e  n u m b e r  o f  i h a r p  

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

s e c t i o n s  o f  t h *  l i n * .  T h e s e  a l l o w  t h *  r a i l r o a d  t o  f o l l o w  

t h *  c o n t o u r  o f  t h «  l a n d  i n  m o t *  m o u n t a i n o u s  a n a s  s o  

t h a t  t h *  n k t i v t i y  m i l d  p a d i e n u  ( w h i c h  a n  e x ­

t r e m e l y  i m p o r t a n t  t o  e f f i c i e n t  o p e r a t i o n )  c a n  b «  

m a i n t a i n e d .

T r a o k i ,  B r i d g e * .  a n d  Y a r d s  

T h *  t r a c k  a n d  b o d g e *  o f  b o t h  t h *  m a i n  t i n *  a n d  

t h *  S w a r d  l i n *  a n  m a i n t a i n e d  t o  a c c o m m o d a t e  c a n  

c a r r y i n g  a  l o a d  o f  u p  t o  1 0 0  t o n s ,  a l t h o u g h  t h *  

E t * b o n  a n d  S u n t r a n a  b r a n c h e s  h a v e  l o w e r  l o a d i n g  

l i m i t s .  P r e a e n t  o p * r a t i o n  p l a n s  c a l l  f o r  l i m i t i n g  

1 0 0 - t o n  c a p a c i t y  c a n  t o  SO t o n s  w h e n  t h e y  t r t  u s e d  

t o  m o v e  h u l k  p r o d u c t s ,  s u c h  u  c o a l  a n d  g r a v e l .  T h i s  

a  d u e  t o  t h *  n c t u i v r  t r a c k  w * a r  c a u s e d  b y  t r a i n s

c o m p o s e d  e n t i r e l y  o f  1 0 0 - t o n  c a p a c i t y  c a n .

T h e  r a i l r o a d  s i t e  o p e r a t e s  s n d  m a i n t a i n !  a  

n u m b e r  o f  y a r d s  t o  t e r v *  lo c a l  i n d u s t r i e s ,  i o n  c a n .  

a n d  t o  m a i n t a i n  i t c  e q u i p m e n t .  T h e s e  v a r y  c o n s i d e r ­

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

u s e d .  T h e  y a r d  s t  S e w a r d  t e r v e s  t h e  r a i l r o a d - o w n e d  

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

o f  c a r  m a r s h a l l i n g  t r a c k s ,  a  s n a i l  e q u i p m e n t  m a i n ­

t e n a n c e  f a c i l i t y ,  t h e  d o c k  f a c i l i t i e s ,  a n d  s e v e r a l  t r a c k s  

t o  l o c a l  i n d u s t r i e s .  W h i t t i e r  is  d e s ig n e d  a n d  u s e d  

d i f f e r e n t l y ;  s i n c e  i t  i s  t h e  i n u r c h t n g e  p o i n t  f o r  r a i l  c a r  

s e r v i c e ,  t h *  f a c i l i t y  ia  p r i m a r i l y  d e s ig n e d  t o  s e r v e  t h e  

t w o  r a i l r o a d - o w n e d  c a r - b a i g t  s l i p s .  S e c o n d a r i l y ,  

f a c i l i t i e s  i n  W h i t t i e r  i n c l u d e  t h o s e  f o r  t h *  W h i t t i e r -  

P o r t a g e  p a a e e n g e r - a u t o  s h u t t l e  t e r v i c *  s n d  t h o s e  f o r  

t h e  m i l i t a r y  d o c k  a n d  p e t r o l e u m  t e r m i n a l .

A n c h o r a g e  h a s  t h e  r a i l r o a d ' !  m a j o r  c l a a s i f i c a t i o n  

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

q u a r t e r s ,  a n d  t o m *  c a r  s t o r a g e  f a c i l i t i e s .  T h e  y a r d s  

■ iso  s e r v e  a  n u m b e r  o f  m a j o r  a n d  m i n o r  in d u s -

a ©
C -  &
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t r ie e  i n c l u d i n g  t h a  A n c h o r a g e  P o r t ,  E l m e n d o r f  A i r  

F o r e t  B a m ,  a n d  F o r t  R i c h a r d s o n .  T h e r a  a r e  a b o  

o o n t a i n e r - o n - f l a t c a r  a n d  & m i l * r - o n - G i t e a r  f a c i l i t i e s  in  

A n c h o r a g e .

H e a l y  h a a  a  ■ n a i l  y a r d  a n d  l o c o m o t i v e  e e m c e  

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

m in e * .  T h e  N e n a n a  y a r d  t u r n  » l * l y  t o  M r v e  t h e  

r a i l r o a d ' *  s n a i l  r r v e r  p o r t  in  t h a t  t o w n  a n d  a e v e n l  

o t h e r  lo c a l  i n d u s t r i e s .  F a i r b a n k s  c o n t a i n *  a  s n a i l  

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

a n d  t r a c k a g e  t o  M r v e  l o c a l  i n d u s t r i a l  f a c i l i t i e s .  T h e  

y a r d  i s  a l s o  t h e  b a s e  f o r  s e r v i c e  t o  F o r t  W a i n w n g h t  

a n d  E i e l s o n  A i r  F o r c e  B a m ,  a *  w e l l  a a  t h e  N o r t h  P o le  

R e f i n e r y .

E q u i p m e n t

T h e  A l a a k a  R a i l r o a d  u m s  a  v a r i e t y  o f  e q u i p m e n t  

t o  p r o d u c e  r e v e n u e  a n d  m a i n t a i n  t h e  p r o p e r t y .  T h e  

l a r g e s t  a n d  m o s t  c o s t l y  u n i t s  a r e  t h *  l o c o m o t i v e * —  

t h e  r a i l r o a d  h u  s i x t y - f i v e ,  w i t h  a n  a v e r a g e  a g e  o f  

1 8 . 7  y e a r s .  T h e  m o s t  m o d e m  o f  t h e  u n i t s  a r e  t h e  

f i f t e e n  3 . 0 0 0 - h o n e p o w e r  r o a d - s w i t c h e r  l o c o m o t i v e s  

b u i l t  b y  G e n e r a l  M o t o r s  b e t w e e n  1 9 7 3  a n d  1 9 7 8 .  

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

o n  a n y  r a i l r o a d .  T e n  o l d e r  1 . 6 0 0 - h o n e  p o w e r  r o a d -  

s w i t c h e r  l o c o m o t i v e s  w e r e  c o m p l e t e l y  r e b u i l t  in  1 9 7 7  

a n d  h a v e  a  u s e f u l  e f f i c i e n t  l i f e  a t  l e u t  t h r o u g h  1 9 9 2 .  

F o u r  o t h e r  2 . 5 0 0 - h o n e p o w e f  r o a d  a w i t e h e n  a c q u i r e d  

i n  t h e  m i d - t i x l i s s  a r e  o l d  e n o u g h  t o  b e  e l ig ib l e  f o r  

c o m p l e t e  r e b u i ld i n g ,  a n d  o n e  h u  a l r e a d y  b e e n  r e ­

b u i l t .  O f  t h e  r e m a i n i n g  t h i r t y - s i x  u n i t s ,  m o s t  w e r e  

b u i l t  b e t w e e n  1 9 5 1  a n d  1 9 5 3 .  a n d  o n l y  a b o u t  t e n  t o  

t w e lv e  a r e  u s u a l l y  in  s e r v i c e  u n d e r  p r e s e n t  t r a f f i c  

c o n d i t i o n s .

S e v e n  o f  t h e  o l d e r  c a r - b o d y  t y p e  l o c o m o t i v e s  

a r e  u s e d  m  p a s s e n g e r  a n d  m i x e d  t r a in  s e r v i c e  b e t 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 ,  w h i l e  a e v e r e i  e x - m i l i t a r y  

r o a d  s w i t c h e r s  a r e  u s e d  i n  A n c h o r a g e  y a r d  s e r v i c e  

a n d  u  b a c k u p  y a r d  e n g in e s  a r o u n d  t h e  s y s t e m .  

S e v e r a l  o f  t h e  c a r - b o d y  t y p e s  m i g h t  b e  u M f u l l y  

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

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

u s e f u l  l i v e s .  S e v e r a l  o f  t h e  o l d e r  l o c o m o t i v e s  o f  b o t h  

t y p e s  a r e  b e in g  c a n n i b a l i s e d  t o  p r o v i d e  p a r t i  f o r  t h e  

o t h e r s .

T h e  f r e i g h t  c a r  f l e e t  n u m b e r e d  1 . 7 3 4  u n i t s  in  

1 9 8 0 ,  w i t h  a n  a v e r a g e  a g e  o f  3 2  y e a r s .  T a b l e  2  

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

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

t h e  o p e n  t y p e s ,  i n c l u d i n g  t h e  f l a t  c a n ,  g o n d o l u ,  o p e n  

n c p p e n .  a n d  d u m p / b a l l u t  c a n .  T h i s  i s  c o n s i s t e n t  

w i t h  t h e  t y p e *  o f  t r a f f i c  b e i n g  h a n d l e d  w i t h  m o a t  o f  

t h e  t o n n a g e  c o n s i s t i n g  o f  b u l k  m a t e r i a l * ,  s u c h  a a  c o a l ,  

g r a v e l ,  l o p .  a n d  p i p e  a lo n g  w i t h  t r a i l e r -  a n d  c o n -

T r t le  2  

A l e s h a  R a i l r o a d  F r e i g h t  Cars

Cm  Type Number
Mon Resent 
Yeer Built

Number Built in 
Mott Rvcent Y tir

Box 235 1965 34
Flat 389 1976 100
Gondola 39* 1943 395
Hoooef. Ooen 348 1981 25
Hopper. Covered 21 1970 9
Ten* 139 1970 3
Refrigerator 16 1966 11
Dump end Bellait 157 1953 27
Ci Do o m 27 1977 3
Or her 28 1943 2
Subiotsl 1.754 1981

Rrtvettly Owned Cert Auijned lo  Aleixa R jilioed
F lit 52 1979 8
Tin* 230 1980 16

Subtotal 232 1980
Total 2 .036 1

Source. Aleiha Reilroed 1980 Annutl Resort ind A u u a  A
Railroad Equipment Summery. 1

t a in e r - o n - f l a t - c a r  ( T O F C / C O F C )  s e r v i c e .  A n o t h e r  i m ­

p o r t a n t  c o m p o n e n t  o f  t h e  c a r  f l e e t  a v a i l a b l e  t o  A R R  
a r e  t h e  t a n k  c a n ,  p a r t i c u l a r l y  t h e  p r i v a t e l y  o w n e d  

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

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

o u t  t h e  r a i l b e i l .

O f  p a r t i c u l a r  c o n c e r n  u  t h e  a g e  o f  m u c h  o f  t h e  

A R R ' s  o w n  f l e e t  a n d  t h e  l i m i t e d  c a p a c i t y  o f  m a n y  o f  

t h e  u n i t s .  O n l y  3 4 0  c a n  h a v e  b e e n  p u r c h a s e d  n e w  

• s i n c e  I 9 6 0  a n d  o n l y  1 4 0  c a n  s in c e  1 9 7 0 .  E v e n  

t h o u g h  t h e  f l e e t  h a s  b e e n  w e l l  m a i n t a i n e d ,  m a i n t e n ­

a n c e  w i l l  b e c o m e  m o r e  c o s t l y  a s  t h e ’ c a n  c o n t i n u e  t o  

a g e . T h e  a g in g  p r o b le m  a l s o  c r e a t e s  p r o b l e m s  in  

A R R ' s  in t e r c h a n g e  o f  t r a f f i c  w i t h  o t h e r  r a i l r o a d s .  

F e d e r a l  s a f e l y  s t a n d a r d s  l i m i t  t h e  s g e  o f - e q u i p m e n t  

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

A R R ' s  e q u i p m e n t  i s  a l r e a d y  p r o h i b i t e d  f r o m  p a r t i c i ­

p a t in g  in  t h i s  t r a f f i c ,  w h i l e  o t h e r  c a r s  a r e  a l l o w e d  t o  

o p e r a t e  o n l y  w i t h  w a iv e r s .

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

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

t a t i o n  o f  s o m e  f u t u r e  b u lk  s h i p m e n t s .  T h i s  i s  a l s o  i  

d i f f i c u l t y  w i t h  A R R ' s  t a n k  c a r  f l e e t  ( a l t h o u g n  t h e  

p r i v a t e  c a n  a s s ig n e d  t o  A R R  a r e  m o d e m  u m u i .  W i t h  

a  f e w  e x c e p t i o n s ,  h o w e v e r ,  t h i s  f a c t o r  d o e s  n o t  

a p p e a r  t o  l i m n  s e r v i c e  o f  e x i s t i n g  t r a f f i c .
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T h *  p m n n t f  c a r  f l e e t  c o r u i s t a  o f  4 8  u n i t s  

o w n e d  b y  J v »  A R R  a n d  6  l e a s e d  f r o m  A m t r a k  f o r  

w p p o r u n c  t h a  i n c r e a s e d  1 9 8 1  w a n i r  h t v k i , T a b l e  

3  s h o w *  t h a  t y p e *  a n d  H « t  o f  t h a  p r e s e n t  e q u i p ­

m e n t .  A l t h o u « h  n o t  a a  o l d  a a  t h a  n u l r o a d ' a  f r e i g h t  

f l e e t ,  t h *  p a s s e n g e r  c a n  a r t  a n  a g in g  a a a a t  w h i c h  w i l l  

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

a a m c t  a  t o  b a  c o n t i n u e d .  T w e n t y - e i g h t  o f  t h *  c a n  

w a r t  a c q u i r e d  f r o m  t h *  U n i o n  P a c i f i c  R a i l r o a d  i n  

1 9 7 1 ,  t i g h t  c a m *  f r o m  t h a  S o u t h e r n  R a i l w a y  i n  

1 9 8 0 ,  a n d  t h *  r e m a i n d e r  w a r *  r e b u i l t  f r o m  s u r p l u s  

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

e x t e n s i v e l y  r e b u i l d  t h *  c u r r e n t  f l e e t ,  i f  p a s s e n g e r  

s e r v i c e  ia  t o  c o n t i n u e ,  t h *  r a i l r o a d  c u r r e n t l y  h a a  

t a n  c a n  b e i n g  r e b u i l t  u n d a r  c o n t r a c t  t o  G e n e r a l  

E l e c t r i c .

I n  a d d i t i o n  t o  r e v e n u e - p r o d u c i n g  e q u i p m e n t ,  t h e  

A R R  a l s o  h a a  2 0 5  u n i t s  o f  m a i n t e n a n c e  a n d  e m e r ­

g e n c y  e q u i p m e n t .  T h i a  i n c l u d e s  s u c h  i t e m s  a s  m o w  

p l o w s ,  c r a n e s ,  a n d  c a n  f o r  h o u s i n g  m o b i l e  m a i n ­

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

a b l e  f l e e t  o f  o n -  a n d  o f f - t r a c k  m a c h i n e r y  u s e d  i n  

m a i n t e n a n c e  a n d  i n - h o u a a  c o n s t r u c t i o n  w o r k .  A l s o ,  

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

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

c a r  a n d  l o c o m o t i v e  f l e e t s :  h o w e v e r ,  s p e c *  a n d  p e r s o n ­

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

la r g e  v o l u m e  o f  h e a v y  r e p a i r  o r  r e b u i l d i n g  w o r k  o v e r  

a  s h o r t  p e r i o d .  T h e r e f o r e ,  L a n g e  p r o j e c t s ,  s u c h  u  t h e  

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

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

O P E R A T I O N S

D e a r l y ,  t h e  p u r p o s e  o f  A R R ' s  e q u i p m e n t  ia  t o  

p r o v i d e  t r a m  j s m c t  t o  t h e  r a i l r o a d ' s  c u s t o m e r s .

S i n c e  r a d  o p e r a t i o n s  p r o v i d e  t h e  A R R ' s  la r g e s t  

p r o p o r t i o n  o f  r e v e n u e s ,  t h e y  a r e  t h u s  o f  s p e c u l  

in t e r n e t  t o  t h i s  s t u d y .  T a b l e  4  l i s t s  t h e  t y p e s  o f  t r a in s  

o p e r a t e d  b y  t h *  A R R  a n d  t h e  n u m o e r  o p e r a t e d  m  t h e  

y e a n  1 9 7 & - 1 9 8 0 ;  T a b l e  5  i n d i c a t e *  t h e  t o t a l  t r a in  

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

t h e  r a i l r o a d .  C u r r e n t l y ,  t h e  s e r v i c e  c a n  b e  e a t e g o r ^ e d  

a a  f o l l o w s :

1 .  A n c h o r a g e — F a i r b a n k s  —  P a s s e n g e r  a n d  

m i x e d  t r a i n  s e r v i c e

2 .  A n c h o r a g e — F a i r b a n k s  —  F r e i g h t  s e r v i c e

3 .  H e a J y — F a i r b a n k s  —  C o a l  t r a i n s

4 .  A n c h o r a g e — P a l m e r  —  G n v e l  t r a i n s

5 .  A n c h o r a g e — W h i t t i e r — F r e i g n t  s e r v i c e

6 .  A n c h o r a g e - W h i u i e r  —  P a s s e n g e r  s h u t t l e s

7 .  A n c h o n g e — S e w a r d  —  F r e i g h t  s e r v i c e

8 .  A n c h o r a g e  a n d  F a i r b a n k s  i n d u s t r i a l  s w i t c h ­

i n g  t r a i n s

T a b l e 6  s u m m a r i z e s  t h e  p r e s e n t  f r e q u e n c y  o f  

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

t h e  s a m e  s e r v i c e s .  A s  c a n  b e  s e e n ,  f r e q u e n c y  o f  o p e r a ­

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

p a s s e n g e r  a n d  g r a v e l  t r a i n s .  T h u  l e a d s  t o  e q u i p m '  -*  

u t i l i z a t i o n  p r o b l e m s  I n  t h a t  a  s u f f i c i e n t  n u m o r ^ ^  

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

c o n d i t i o n s  b u t  s o m e  c a n  b e  e x p e c t e d  t o  b e  s u i ^ ?  

d O r in g  a l a c k  s e a s o n s .  T h i s  i s  a g g r a v a t e d  b y  t n e  

d i f f i c u l t y  t h a t  A R R .  a s  a  f e d e r a l  a g e n c y ,  h a s  in

T a b l e  4

A p p r o x i m a t e  N u m b e r  o f  T r a i n s  O o e r a t a d  

( A l l  a r t  r o u n d t r ip t  u n lv u  othtrwiM netsd l

Movw-Snws rr«w<<
A m h m t m  w w m .w  
A m n a f C f ,  Awrnaf Local *r»< fi"  

> » w w  S / M l  T rt« H  
A n w w e s e - r w m w t i  S n if f "  
i i n i f i - i i i w i i  Mi,«r* 
>w w » l  M any t M  T r i m 0  
ft numtm—  iiwu m

U wn iv f i  * « w n  IfMMtriof
I m lOie i*

Asew m  *mw m i

1 8 4 0 1 9 7 9 1 9 7 8 1 9 7 7 197 G

*« S3 44 54 133
12* 133 154 1*7 132

33 13 34 30 37
103 144 111 117 33S
ia t 193 313 271 3*0

74 70 70 &9 71
14ft 139 139 1ft* 1*1

3 *0 343 343 7 *0 330

3 H 3 *0 3 *0 277 M
1 » 114 114 114 111
2 2 * 332 221 234 309

14 13 10 — -

"  «W > w m *

i mlar-atm* im I By  A I M !  A a .Iro M  Of l ( W I

I m «  C m  C a ll S t a n  m a a m e v IM  M  In u r i t s t l  C o m w a  Cam  
mm mm Aiwa* Swm, om<jii

C - Y
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J e u i n g  s u p p l e m e n t a l  e q u i p m e n t ,  a  i t r s t s g y  c o m m o n  

t h r o u g h o u t  t h *  r a i l  i n d u s t r y  in  t u c h  c i r c u m s t a n c e * .

A l s o  o f  in t e r e s t  i t  t h *  c h a n g i n g  t n f f i c  p t t u m  

t h a t  h u  b e e n  o c c u r r i n g  d u r i n g  t h *  p a n  5  y u n  ( T a b l e  

4 ) .  S i n e *  c o n *  t o  o p e r a t e  a d d i t i o n a l  t r a i n *  ( a b o v *  

t o r n *  m in i m u m  le v e l )  d o  n o t  r u e  u  f a i t  u  t h *  n u m ­

b e r  o f  t r a i n *  a n d  w h i l e  r e v e n u e *  u n d  t o  i n c r e a s e  

d i r e c t l y  w i t h  t h e  n u m b e r  o f  r * v * n u *  t r a i n * ,  i t  i*  

e v i d e n t  t h a t  t h e  c y c l i c  n a t u r e  o f  A L u k a ' i  e c o n o m y  

v e r y  d i r e c t l y  i f f  e c u  A R R ' s  n e t  i n c o m * .  T a b l *  4  

g r a p h i c a l l y  i l l u s t r a t e s  t h e  d i f f i c u l t i e s  f a c e d  b y  t h e  

r a i l r o a d ' *  m a n a g e m e n t  d u r i n g  t h *  l u t  3  y e a n  o f  

d e c l i n i n g  a n d  s t a g n a t in g  e c o n o m i c  a c t i v i t y .

T a b l e  5  a l t o  t h o w *  t h e  la r g e  p a n  t h a t  p a s s e n -  

g e r  t e r v K *  p l a y *  i n  A R R  o p e r a t i o n * .  W i t h  p a t t e n g e r  

a n d  m i x e d  t r a in  t e r v i c *  a c c o u n t i n g  f o r  4 8  p e r c e n t  o f  

t h e  1 9 8 0  t r a i n  m i l * * ,  i t  U  o b v i o u t l y  a n  i m p o r t a n t  

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

T h e  l e n g t h  o f  A R R  t r a i n *  v a n e *  c o n t i d e r a b l y  b y  

t y p e  o f  s e r v i c e .  F r e i g h t  t r a i n *  t o  S e w a r d  g e n e r a l l y  

c o m p r i s e  4 0  t o  6 0  c a n  w h i l e  t h o s e  t o  W h i t t i e r  a r e  

4 5  t o  5 0  c a n .  d e p e n d i n g  o n  w h i c h  b a r g e *  t h e y  a r e  

m e e t i n g .  T h e  u n i t  g r a v e l  t r a in *  b e t w e e n  A n c h o r a g e  

• n d  P a l m e r  c o n i i i t e n t l y  h a v e  e n  e r  6 0  o r  8 0  h o p p e r  

c a n  e a c h .  T h e  A n c h o n g r - F a i r b a n k s  f r e i g h u  r a n g e  

b e t w e e n  6 0  t o  1 0 0  c a n ,  a n d  t h e  H e a l y - F a i r b a n k *  

f r e i g h t *  r a n g e  b e t w e e n  4 0  t o  6 0  c a n .  T h e  m u t e d  

t r a i n *  b e t 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  w i l l  h a v e  2  

t o  6  p a s s e n g e r  a n d  2 0  t o  2 5  f r e i g h t  c a n  w h i l e  s u m m e r  

p a u e n g e r  t r a i n *  h a v e  6  t o  1 0  c a n .  I n  a  p a r t i c u l a r

T a b l e  5

A p p r o x i m a t e  R e v e n u e  T r i i n  M i l e s

R j i l  to y w w i/ fe re — > 1 3*0 s e r e  m e

M aai«-'a><«aMV  
f r a e m  
M-aad 
faiaawfa!

* * .1 0 3
1S u *  
3 1 .3 7 *

* 7 .1 3 4
1 * .1 S 7
3 4 .3 0 *

* 4  333
1 *  137 
3 4 .3 0 *

Awcnoraea M aatrf 
f i a e " t
Mi aad 
Fa w n y a *

1 7 .1 03
33.134
8 1.4 37

108.173
3 3 .1 07
3 4 .3 4 *

1 1 3 .1 7 *
33.107
3 4.1 34

Ancnaraya-Vm nm r or Samara/ 
f i a e n i  
Fakamyat

3 7 .JOS
3 8 .W U

3 1 .3 0 *
3 7 .1 4 *

3 3 .3 3 *
3 3 J I1 3

A R R  T a m /  
F ia e n i  
Miaad  
faaaanyar

1 *0 .471
4 * 4 1 1

1 3 7 ,7 *4

3 00 .74 3  

1 1 .2 *4  
1 1 * . 333

3 1 4 .33 3
3 1 .3 *4

1 1 4 X 4 1

Tam 3MXI1 M 331 3*03*4

Sontta Cameuitd *r In iaraiata C t iw w i f  C w w u e i (row 
Tf».«  M»4#

T a b l e  6

A l a s k a  R a i l r o a d  T r a i n  S a r v i c a  

(in trip* per week)
e m u  I U U 2

flee"!
A n t f ie n e e - f n r M n t i  4  S
Aneiarnt itwwa Mananmir I
AMiorata-aaimaf/Ldcai etvrantnir
AnaM »aea-faim ar/G>a«*! 30
H a a w -f iir s a n a i 3 S
A n cn a fa p a -w n m ia flA N T *  m e n r » I n i  1
A n © v x a e a *v n iii,« i/C N A h n e r v  S d e r t  d..—o n m lv

M iaad
Anwumka-f »■«*»"»! 3

fe o e n « e r
A n cn e ie e e 'f  n r u n h i  7
A n cn w a a a-n n n tM i t

• a m T  •  Alaaka H vera  T ram  RaAca> l a p t  

°C N A  •  C an ad u n  N a ie n a l R e * * e  Rautaa l a p !

t m * m  A laaka RnW *ad a l l e ia i i

c i r c u m s t a n c e ,  m a x i m u m  t r a i n  le n g t h  m a y  b e  d i c t a t e d  

b y  le n g t h  o f  p a u i n g  s id i n g s ,  t r a f f i c  d e m a n d * ,  l o c o ­

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

c a p a c i t y ,  o r  c l i m a t e . 4

Traffie Bast
T h e  A R R  t r a n s p o m  o n l y  a  f e w  c o m m o d i t i e s  b e ­

t w e e n  a  j m a l l  n u m b e r  o f  o r ig i n *  a n d  d e s t i n a t i o n s .  

A R R  t r a f f i c  l o g i c a l l y  d i v i d e *  l U e l f  i n t o  t w o  b * * i c  

c o m p o n e n t * :  l o c a l  a n d  i n t e r l i n e .  O f  t h e  t w o .  t n e  

l o c a l  m o v e m e n t *  ( s t r i c t l y  A R R  o r ig in *  » n d  d e s t i n a ­

t i o n s !  g e n e r a t e  t h e  m o s t  t o n n a g e  b u t  r e l a t i v e l y  lo w  

l e v e l*  o f  r e v e n u e  p e r  t o n - m i le .  T h *  i n t e r l i n e  t r a f f i c  is  

t h a t  in t e r c h a n g e d  b e t w e e n  A R R  a n d  e i t h e r  A l a s k a  

H y d r o - T r a i n  o r  C a n a d i a n  N a t i o n a l  R a i l w a y  t h r o u g h  

t h e  c a r - b a r g *  f a c i l i t y  a t  W h i t t i e r  o r  t h e  t r a i l e r  a n d  

c o n t a i n e r  m o v e m e n t s  t h r o u g h  t h e  P o r t  o f  A n c h o r a g e  

t h a t  a r e  f o r w a r d e d  b y  t h e  r a i l r o a d .

l o c « I

T a b l e t  7  a n d  8  i h o w  t h e  r e v e n u e  t o n s  t r a n s ­

p o r t e d  b y  t h e  r a i l r o a d  a n d  t h e  r e s u l t in g  r e v e n u e s .  A *  

c a n  b e  t e e n ,  t h e  t w o  c o n i i t t e n t l y  l a r g e i t  m o v e m e n t *  

a r e  ( 1 )  t h e  c o a l  m o v e d  f r o m  H e a l y  t o  p o w e r  p la n t s  a t  

C l e a r  A i r  F o r c e  S t a t i o n ,  t h *  U n i v e n i t y  o f  A l u k a  in  

F a i r b a n k s ,  F a i r b a n k s .  F o r t  W a i n w n g h i ,  a n d  E i e l s o n  

A i r  F o r c e  B a s e  a n d  12 )  t h e  g r a v e l  m o v e d  f r o m  P a l m e r  

t o  t h *  t h r e e  l a r g e i t  a g g r e g a t e  c o m p a n i e s  in  

A n c h o n g e .  B o t h  a r e  f a i r l y  s h o r t  h a u l s  a n d  in v o l v e

4 ln  th a  v i n t t r .  d a c ra a a rd  a irb ra k a  ra ip o n a a  l im a  and  in c ra ta a d  
t ra m  f r ic t io n  m a y  limn Wnfth
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T a b l e  7

F r a l f r i t  T r a f f i c  R e v e n u e  T o n e  C a r r i e d  

(i*n«NuUietHM)

C&MMNa^0Yy t e e s t e e # t e r * t m t e n

C M a a r . e •# 8 .3 • 3 3 .9 ■ *3.3 ■ e a e
M S O n n l I . T M S a e e x • 3 7 .1 7 I 7 X • e e . s
F ttraU w m m e .t 3 *1 .7 3 i t . e m i U 3 3
f t n m  F u S m c ii r e a r i c a . e s e x ( 7 J • z x
U m l M w k

F i M v n i i n . # 3*3.1 37*.e 30*.0 u e . 3
T O F C / C O F C * 113.* • j .* m .7 e e .s e * .3
O n w a t 9 .9 3.1 10.1 i n

T * u l J .3*3.1 1,341.3 i x o e x 2.137.3 3 X 0 * .  3

•T'»A»».«w-Hw«/Cai»Mlm» «w Hum.

l o w -w  A I M *  RaMrvad A m M  R a a a n a .

c o m m o d i t i e t  o f  r e l a t i v e l y  l o w  v a l u e .

P e t r o l e u m  p r o d u c t *  r e  p r e a e n t  t h e  m o d  l u c r a t i v e  

o f  t h e  l a r g e r ,  l o c a l  m o v e m e n t * .  S i n c e  t h *  e o n -  

e l n i c t i o n  o f  t h e  N o r t h  P o l e  r e f i n e r y ,  t h i e  t r a f f i c  h o *  

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

o r a g e  t o  F a i r b a n k s .  H o w e v e r ,  t h e r e  h o i  r e c e n t l y  

b e e n  a  g r o w t h  I n  t h *  o p p o e i l *  d i r e c t i o n  i n  m o v e m e n t *  

o f  J e t  a n d  d i e s e l  f u e l  s u p p l i e s  f r o m  N o r t h  P o l e  r e ­

f i n e r y  t o  d i s t r i b u t o r *  i n  A n c h o r a g e  a n d  t o  t h *  A n c h ­

o r a g e  I n U m i t i o  a l  A i r p o r t ,  T h e  r a i l r o a d  a l s o  d e l i v e r s  

f u e l  t o  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t  m id  t h e  

A n c h o r a g e  A i r p o r t  f r o m  s o u r c e s  o t h e r  t h a n  N o r t h  

P o le .

T h e  o t h e r  s i g n i f i c a n t  i n t r a r U U  m o v e m e n t *  

i n c l u d e  lo g *  f r o m  N e n a n a  t o  S e w a r d , 1  c e m e n t  f r o m  

A n c h o r a g e  t o  F a i r b a n k s ,  p i p e  f r o m  e i t h e r  t h e  S e w a r d  

o r  A n c h o n g e  p o r t *  t o  F a i r b a n k s  f o r  f o r w a r d i n g  t o  

t h e  N o r t h  S l o p e ,  a n d  a  U n i t e d  a m o u n t  o f  l o c a l  

t r a i l e r - o n - f l e t c . v  b u s i n e s s  b e t 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 .

i n t e r l i n e  T r a f f i c

I n t e r l i n e  t r a f f i c  d i f f e n  c o n s i d e r a b l y  f r o m  l o c a l  

t r a f f i c .  A  m a j o r  c o m p o n e n t  i s  t r a U e r - o n - f l a t c a r  a n d  

c r n t a i n c r - o n - f U t e a r  t r a f f i c  f o r w a r d e d  b y  t h e  r a i l r o a d  

o n  s u b s t i t u t e  s e r v i c e  a g r e e m e n t s  w i t h  T o t e m  O c e a n  

T r a i l e r  E x p r e s s  a n d  S c a - L a n d  S e r v i c e  C o m p a n y  

b e t 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 .  W h Q e  t h i s  t r a f f i c  

a m o u n t s  t o  o n l y  9 0 , 0 0 0  t o  1 0 0 , 0 0 0  t o n s  a n n u a l l y ,  K  

c a r r i e s  a  p r e m i u m  r a t e  b e c a u s e  o f  I t s  U r n *  s e n s i t i v i t y  

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

m u c h  r t v t n u e  a s  t h e  m u c h  l a r g e r  c o a l  m o v e m e n t  I t  I s  

t i m e  c o m p e t i t i v e  w i t h  o v e r - t h e - r o a d  m o v e m e n t s  a n d

g e n e r a l l y  c a r r i e s  a  l o w e r  t a r i f f  t h a n  m o t o r  c a r r i e r s  

o f f e r .  :• ' i i  «•

T h e  r a i l r o a d  p o r t  a t  W h i t t i e r  r e c e i v e s  t h e  l a r g e r  

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

o f  e l l  t y p e *  o f  c o n s u m e r  e n d  i n d u s t r i a l  g o o d s  l n d u d -  

f c t f  b u i l d i n g  p r o d u c t s ,  f u r n i t u r e ,  c h e m i c a l * ,  o i l  f i e ld  

s e r v i c e  e q u i p m e n t ,  f e r t i l i s e r s ,  m a c h i n e r y ,  v e h i c le s ,  

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

w e s t  c o a s t  o r i g i n s  a r r i v e  a b o a r d  A l a a k a  H y d r o - T r a i n  

( A H T )  b a r g e i  f r o m  S e a t t l e .  H o w e v e r ,  c m  f r o m  

m i d - w e e t e m ,  e a s t e r n ,  a n d  C a n a d i a n  o r i g i n s  t e n d  t o  

m o v e  t h r o u g h  P r i n c e  R u p e r t  v i a  C a n a d i a n  N a t i o n a l  

R a i l w a y  ( C N R )  a n d  t h e  b a r g e s  t h e y  o p e r a t e .  T h e  

A H T  m o v e m e n t s  t o t a l  2 0 0 , 0 0 0  t o  8 0 0 , 0 0 0  t o n s  a n -  

n u a l l y  w h i l e  C N R  m o v e s  a b o u t  8 0 , 0 0 0  t o  4 0 , 0 0 0  

t o n s .  W h i l e  t h e s e  t w o  c o m p r i s e  o n l y  1 0  t o  I B  p e r c e n t  

o f  A R R ' s  t o t e ]  t r a f f i c  t o n n a g e ,  t h e y  g e n e r a t e  b e t w e e n  

8 0  t o  4 0  p e r c e n t  o f  t h e  r e v e n u e *  b e c a u e e  o f  t h e  v a lu e  

o f  t r a f f i c  a n d  t h e  p r o p o r t i o n  o f  t h e  t o t a l  t h a t  m o v e *  

f a i r l y  lo n g  d i s t a n c e s .  P r e s e n t l y  a b o u t  5 0  p e r c e n t  g o e s ’ 

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

K e n a i  P e n  in  t u l a  p o i n t * .

S e v e r a l  c h a r a c t e r i s t i c s  o f  A R R  t r a f f i c  o r e  i m ­

p o r t a n t  t o  u n d e r s t a n d  b e c a u s e  t h e y  d e f i n e  b o t h  t h e  

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

w i l l  s e r v e .  T h e  r a i l r o a d ,  a *  a n  I n s t r u m e n t  o f  m a s s  

m o v e m e n t ,  i s  g e n e r a l l y  o r i e n t e d  t o w a r d  i n d u s t r i a l  

r a t h e r  t h a n  c o n s u m e r  c u s t o m e r s ;  I t  p r o v i d e s  m o s t  o f  

H a  s e n d e e *  t o  a  l i m i t e d  c l i e n t e l e  w h i c h  h a s  d i r e c t  

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

t h a t  r a i l  s e r v i c e  i s  a t t r a c t i v e  t o  a  r e l a t i v e l y  l i m i t e d  

n u m b e r  o f  s h i p p e r s ;  h o w e v e r ,  t h e s e  s h i p p e r s  u s u a l l y  

c o m p r i s e  t h e  b s s t e  e l e m e n t s  o f  A l a s k a ' s  e c o n o m y ,  

s u c h  a s  p e t r o l e u m  p r o d u c t i o n  a n d  r e f i n i n g ,  m in in g ,  

c o n s t r u c t i o n ;  U m b e r ;  t h e  m i l i t a r y ;  w h o l e s a l i n g ;

Table S

F r e i g h t  T r a f f i c  R e v e n u e  

( In  m e t i e n d i  e f  81
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* n d ,  p o t e n t i a l l y ,  h « r y  m a n u f a c t u r i n g ,  a g r i c u l t u r e ,  

a n d  c h e m i c a l s .  T h u t ,  t h e  r a i l r o a d  t e n d *  t o  s e r v e  o n l y  

t h o s e  o r g a n i z a t i o n *  w h i c h  s h i p  i n  s u f f i c i e n t  q u a n t i t y  

t o  m a k e  u n  o f  t h e  d i s c o u n t s  o f f e n d  b y  c a r l o a d ,  

m u l t i - c a r l o a d ,  o r  t r a u t lo a d  t a r i f f * .  F o r  l o c a l  t r a f f i c ,  

t h i *  im p l i e *  t h a t  t h e  p r i m a r y  i h i p p e n  w i l l  b e  t h *  v e r y  

l a r g e s t  m d u i t r i e *  i n  t h *  r a i l b e l t ,  p a r t i c u l a r l y  t h o M  

r e la t e d  t o  e n e r g y ,  c o n s t r u c t i o n ,  a n d  r e a o u r c e  d e v e l ­

o p m e n t .  T h i *  i*  p a r t i c u l a r l y  t r u e  p v e n  t h *  i m a l l  o s e  

o f  A l a s k a ' s  h e a v y  m a n u f a c t u r i n g  a n d  a g r i c u l t u r e  

a r c t o n .  S h o u l d  t h e * e  t w o  t r a d i t i o n a l l y  r a i l - o r i e n t e d  

[ r o u p *  d e v e l o p  i n t o  a  s i g n i f i c a n t  f o r c e  i n  t h e  R a t e ,  

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

A R R .

T h *  i n t e r l i n e  t r a f f i c ,  p a r t i c u l a r l y  t h *  r a i l  c a r  

m o v e m e n t * ,  i t  a  b i t  m o r e  c o m p l e x .  F o r  t h e * #  m o v e ­

m e n t *  s e v e r a l  f a c t o r *  a r c  i m p o r t a n t  in  d e t e r m i n i n g  

t h *  a p p e a l  o f  r a i l  s e r v i c e .  W h i l e  t h *  a b i l i t y  t o  o r d e r  m  

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

f a c t o r *  a l s o  i n f l u e n c e  t h *  s h i p p e r * '  c h o i c e  o f  m o d * .  

A n  i m p o r t a n t  c h a r a c t e r i s t i c  o f  m a n y  o f  t h e s e  m o v e ­

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

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

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

g o in g  b e y o n d  S e a t t l e  a n d  d e a l i n g  in  s u f f i c i e n t l y  la r g e  

q u a n t i t i e s .  T h i a  i s  p a r t i c u l a r l y  i m p o r t a n t  f o r  t h *  

C a n a d i a n  N a t i o n a l  t r a f f i c .  A n o t h e r  i m p o r t a n t  f e a t u r e  

o f  t h e s e  m o v e m e n t *  i s  t h a t  t h e y  u s u a l l y  in v o l v e  

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

c o n t i n e n t a l  r a i l  s y s t e m ,  t h u s ,  m a k i n g  i t  a t t r a c t i v e  t o  

a v o id  a n  a d d i t i o n a l  s e t  o f  lo a d i n g  a n d  u n l o a d i n g  

c h a n f * *  a t  t h e  p o r t  o f  e m b a r k a t i o n .  A  f o u r t h  c h a r a c ­

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

( h i p p e r ' s  p la n t  o r  w a r e k o u e *  f r o m  a  r a i l  s id i n g .  O n l y  

5  t o  1 0  p e r c e n t  o f  r a i l c a r  s h i p m e n t s  a r e  d i s t r i b u t e d  t o  

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

f o r w a r d i n g  f a c i l i t y  b y  t r u c k ,  a n d  t h e * *  u s u a l l y  t o  t h e  

s m a l l e r ,  m o r e  i n f r e q u e n t  s h i p p e r s . ---------

T o g e t h e r ,  t h e s e  f a c t o r *  d e f i n e  a  f a i r l y  n a r r o w  

m a r k e t  t o  w h i c h  A R R ' s  i n t e r l i n e  s e r v i c e  c a n  a p p e a l .  

H o w e v e r ,  a a  n o t e d  e a r l i e r ,  i t  i s  a  v e r y  i m p o r t a n t  

m a r k e t .  I t  i s  a l s o  a  f a i r ly  v o l a t i l e  o n *  w h i c h  v a r ie s  

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

i n d u s t r i a l  e c o n o m i c  s e c t o r *  ( i . e . ,  c o n s t r u c t i o n ) ,  r a t h e r  

t h a n  b e in g  o r ie n t e d  t o w a r d  t h e  m o r e  s t a b l e  c o n s u m e r  

s e c t o r .  W h i l e  i n n o v a t i v e  m a r k e t i n g  c a n  s t a b i l i x a  t h e s e  

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

m a r k e t  s h a r e ,  i t  i s  u n l i k e l y  t h a t  i t  c a n  p e n e t r a t e  m o r e  

t h a n  3 0  p e r c e n t  o f  t h e  U J S . - R a i l b e l t  A l a s k a  t r a d *  

w i t h o u t  a  s i g n i f i c a n t  s h i f t  i n  t h *  t e x t u r e  o f  t h e  A l a s k a  

e c o n o m y  o r  a  d r a m a t i c  c h a n t *  in  c o m p e t i t i o n .  I t  i s  

a l s o  n o t a b l e  t h a t  A R R ' s  a b i l i t y  t o  e n la r g e  i u  s h a r e  o f  

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

r a i l c a r  b a r g e s  w h i c h  p r i v a t e  o p e r a t o r *  h a v e  a v a i l a b l e  

a n d  a r e  w i l l i n g  t o  c o m m i t  t o  t h e  s e r v i c e .

O u t l o o k

D u r i n g  t h *  n e x t  3  t o  5  y e a r s  t h e  r a i lb e l t  e c o ­

n o m i c  p r o i p e c u  p r o v i d e  c o n s id e r a b le  e n c o u r a g e m e n t  

f o r  t h *  s t a b i l i z a t i o n  o f  t h e  r a i l r o a d ' s  f r e ig h t  o p e r ­

a t i o n s  a t  a  w f f l c i t n t l y  h ig h  le v e l  t o  k e e p  i t  v i a b le .  

T h e r a  a r e  e n o u g h  m o d e r a t e - t o - l a r g e - K i l e  c o n j u n c ­

t i o n  p r o j e c t s  t o  p r o v i d e  f i r m  p r o i p e c u  f o r  s  c o n t i n ­

u i n g  h ig h  l e v e l  o f  t r a f f i c .  I n  a d d i t i o n ,  t h e  p r o i p e c t  

o f  m o v in g  8 0 0 . 0 0 0  m e t r i c  t o n s  o f  c o a l  a n n u a l l y  f r o m  

H e a J y  t o  a  S e w t r d  e x p o r t  t e r m i n a l  p r o v id e s  a n  

im p o r t a n t  l o n g - u r m ,  a s  w e l l  a s  s e a s o n a l ,  e l e m e n t  o f  

s t a b i l i t y .  I t  i s  a l s o  t h *  t y p e  o f  m o v e m e n t  f o r  w h ic h  

t h e  r a i l r o a d  i s  i d e a l l y  s u i t e d .  I t  a d d s  s ig n i f i c a n t l y  t o  

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

u t i l i z i n g  a l r e a d y  a x i s  t in g  c a p a c i t y  a n d  c a p a o i i i t i e s .

M A J O R  R E S T R U C T U R I N G  I S S U E S

C l e a r l y ,  t h e r e  i s  m u c h  m o r e  t o  t h e  A l a s k a  R a i l ­

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

o p e r a t i o n a l  f e a t u r e *  in d i c a t e d  a b o v e .  I u  la n d  h o l d ­

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

e n v i r o n m e n t ,  a n d  p a s s e n g e r  s e r v i c e  m u s t  a ls o  b e  

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

T h e s e  i s s u e s  h a v e  e m e r g e d  a *  b e in g  t h e  m o s t  c r i t i c a l  

n o w  b e in g  f a c e d  b y  t h *  s t a u  o r  a n y  n e w  p o t e n t ia .1  

o w n e r  o r  o p e r a t o r  o f  t h e  A l a s k a  R a i l r o a d .

L a n d

T h i  fe llo u m t dmcumion doien Ihrouf/1 "Salivr Villaif 
Stlic tton  A n n  C l e io n ' g a s r  14 w n  pntpana by th i O ffte i o f  
G e n e r a l Counml o f  t h i  F id in l  AiWrowf S d m in u iran o n

L a n d  i s  p e r t i t p *  t h e  m o s t  v a lu a b le  f i x e d  a s s e t  

c u r r e n t l y  c o n t r o l l e d  b y  t h e  A l a s k a  R a i l r o a d  i a R R ) .  

I t  is  a l s o  a n  e x t r e m e l y  i m p o r t a n t  a s s e t  f o r  o p e r a t io n ,  

m a i n t e n a n c e ,  a n d  t r a f f i c  d e v e l o p m e n t  p u r p o s e s .  T h e  

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

3 8 , 0 0 0  i c r o s .  T h e  A R R  h a s  a c q u i r e d  i t s  la n d  t h r o u g h  

e x e c u t i v e  o r d e r ,  p u b l i c  la n d  o r d e r ,  p u r c h a s e ,  t r a d e ,  

a n d  B L M  t r u s t  d e ie d . T h e  e a r l i e s t  a c q u i s i t i o n s  w e r e  in  

1 9 1 4 — t h e  l a t e s t  ( . 2  s e r a i ) ,  in  1 9 7 0 .  W h i l e  t h e s e  h o l d ­

in g s  a r e  n o t  e x t e n s i v e ,  t h e y  a r e  a m o n g  t h e  m o s t  

v m lu a b le  i n d u s t r i a l  l a n d s  in  A l a s k a .  O f  t h e  t o t a l  U n d s ,  

a b o u t  1 2 , 0 0 0  s e r e *  a r e  u s e d  f o r  t h e  n g h t - o f - w s y .  T h e  

r e m a i n i n g  2 6 , 0 0 0  a c r e s  a r e  u s e d  o r  r e s e r v e d  f o r  

m a r i n e  a n d  r a i l  t e r m i n a l s ,  g r a v e l  r e s o u r c e s ,  n g h t - o f -  

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

r o c k  r e s e r v e * ,  r a i l r o a d  a d m i n i s t r a t i o n ,  a n d  f u t u r e  

d e v e l o p m e n t  a n d  f a c i l i t y  e x p a n s io n .  S i n c e  t h e  A l a s k a  

N a t i v e  C l a i m s  S e t t l e m e n t  A c t  o f  1 9 7 1  ( A N C S A ) .  

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

c l o u d e d .  T a b l e  9  i n d i c a t e *  t h e  lo c a t i o n  a n d  q u a n t i ­

t i e s  o f  l a n d  a n d  t h e  N a t i v e  v i l la g e *  t h a t  h a v e  f i le d  

c l a i m *  a g a in s t  p a r t i c u l a r  p a r c e l s .

T h e  r a i l r o a d  la n d  h o l d in g s  f a l l  w i t h i n  s e v e n
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N a t r e e  v i l l a g e  s e l e c t i o n  a r t s *  e n d  f o u r  N a t i v e  r e g io n s  

t h a t  w a n  e s t a b l i s h e d  b y  A N C S A .  A p p r o x i m a t e l y  

4 , 0 3 3  a c r a a  o f  r a i l r o a d  l a n d ,  o r  2 1  p e r c e n t  o f  t h a  

t o t a l  h o l d i n g * ,  a n  l o c a t e d  i n  N a t i v e  v i l l a g e  ( e l e c t i o n  

a r e a s  a n d  a n  p o t e n t i a l l y  s u b j e c t  t o  c l a i m s  b y  N a t i v e  

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

w h e t h e r  o r  n o t  l o c a t e d  i n  a  N a t i v e  v i l l a g e  o r  r e g i o n a l  

a r e a ,  m a y  u l t i m a t e l y  b a  c l a i m e d  b y  C o o k  I n l e t  

R e g i o n ,  I n c o r p o r a t e d  ( C I R I )  u n d e r  t h a  s p e c i a l  

a u t h o r i s a t i o n  t h a t  a l l o w *  C I R I  t o  u l a c t  l a n d  o u t s i d e  

i t s  r e g i o n a l  b o u n d a r i e s .

Right of-way Lands
T h a  m a i n  l i n e  n g h t - o f - w s y  f r o m  S e w x r d  t o  

F a i r b a n k s  w a s  e s t a b l i s h e d  b y  e x e c u t i v e  o r d e r  in  

1 9 1 3 . *  T h e  n g h t o f - w a y  l a n d s  o f  t w o  s m a l l ,  p r i v a t e  

r a i l r o a d s  w e r e  p u r c h a s e d  t o  f o r m  t h e  f i r s t  7 0  m i l e s  

n o r t h  f r o m  S e w a r d  a n d  p a r t  o f  t h e  n g h t o f - w a y  

a p p r o a c h i n g  F a i r b a n k s .  T h e  b a l a n c e  o f  t h e  o r i g i n a l  

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

A l a s k a  E n g i n e e r i n g  C o m m i s s i o n  u n d e r  a u t h o n t y  o f  

t h e  A l a s k a  R a i l r o a d  A c t  a n d  t h e  1 9 1 3  e x e c u t i v e  

o r d e r .  O t h e r  p u b l i c  l a n d s  h a v e  b e e n  a c q u i r e d  o v e r  t h e  

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

P a l m e r ,  W h i t t i e r ,  a n d  o t h e r  t o w n s .  S p u r  l i n e s  h a v e  

b e e n  c o n s t r u c t e d  t o  p r o v i d e  a c c e s s  t o  a i r p o r t s  a n d  

c o a l  f i e l d s  a lo n g  t h e  r a i l b e l t .  D e f e n s e  l a n d s  h a v e  b e e n  

t r a n s f e r r e d  t o  t h e  r a i l r o a d  f o r  c o n s t r u c t i o n '  o f  r a i l  

l i n e s  i n t o  s e v e r a l  d e f e n s e  i n s t a l l a t i o n s .  T h e  r a i l r o a d  

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

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

m e n t s .  T h e  r i g h t - o f - w a y  i s  m o s t l y  2 0 0  f e e t  w i d e ,  

w i t h  s o m e  v a r i a t i o n s .  T h e  n g h i - o f - w a y  i s  w i d e r  a t  

s e v e r a l  l o c a t i o n s  w h e r e  n e e d e d  f o r  c o n t r o l  o f  w a s h ­

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

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

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

o t h e r  f a c t o n  h i n d e r e d  t h e  a c q u i s i t i o n  o f  a  f u l l  

2 0 0 - f o o t  r i g h t - o f - w a y .

N o n - R i g h t - o f - W a y  L a n d s

T h e  2 6 , 3 2 1  a c r e s  o f  r a i l r o a d  l a n d  o t h e r  t h a n  

r i g h t - o f - w a y  l a n d s  w e r e  a c q u i r e d  b y  e x e c u t i v e  o r d e r s ,  

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

o w n e r s ,  a n d  b y  t r a d e  f o r  o t h e r  l a n d s  w i t h  s t a t e  a n d  

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

f r o m  0 . 4  a c r e *  u p  t o  3 , 6 2 0  a c r e s  s t  t w e n t y - s e v e n  

l o c a t i o n s  a d j a c e n t  t o  t h e  r i g h t - o f - w a y  a n d  t h r e e  

o n  s l i e r  l o c a t i o n a  o f f  t h e  r a i l b e i t .  T h e s e  l a n d s  w e r e  

a c q u i r e d  t o  r a p p o r t  o p e r a t i o n  o f  t h e  r a i l r o a d .  A b o u t

1 , 0 0 0  a c r e s  w e r e  l e a s e d  t o  b u s i n e s s e s  w h i c h  p r o v i d e  

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

*Estenure OrSer Ne. 1, April 10, 1*14.

A n o t h e r  9 . 0 0 0  e c u  e r e  u s e d  u  e c u v e  g r a v e l  e n d  r o c k  

q u a r n e a  o r  4 2 3  h e l d  f o r  t h e  rc  ' o a d ' s  f u t u r e  g r a v e l  

a n d  r o c k  n e e d s .  O t h e r  p a r c e l s  < u s e d  f o r  s t o r a g e ,  

m a i n t e n a n c e ,  a n d  t e r m i n a l s .  A b o u t  1 0 0  s e r e s  a r e  u s e d  

f o r  t h e  o p e r a t i o n  o f  t h e  Y u t a n a  B a r g e  L i n e  e t  N e n e n a  

a n d  a n o t h e r  5 7 0  a c r e s  a r e  p e r t  o f  t h e  S e w a r d  a n o  

W h i t t i e r  p o r t  a n d  t e r m i n a l  f a c i l i t i e s .  T h e  la r g e s t  t h r e e  

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

( 4 , 9 7 0  s e r e s ) ,  M i d w a y  ( 3 , 8 1 1  s c r e s i ,  s n d  H e s i y  

( 5 , 8 3 0  a c r e s ) .  T h e s e  la r g e  p a r c e l s  a r e  m o s t l y  v a c a n t  

a n d  a r e  h e l d  b y  t h e  r a i l r o a d  f o r  c o n t r o l l i n g  w a t e r ­

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

d e c e i t .  . „ - A t  o r  e x p a n s i o n  o f  t h e  r a i l r o a d .

T h e  t h r e e  p ie c e s  o f  l a n d  n o t  a d j a c e n t  t o  t n e  

r i g h t - o f - w a y  a r e  a  p r e s e n t l y  l e a s e d  5 0 - a c r e  p a r c e l  in  

V a J d e x  t h a t  w u  u s e d  t o  h a n d l e  r a i l  c a n  f r o m  o c e a n ­

g o in g  b a r g e s  m  s u p p o r t  o f  t h e  A l a s k a  o i l  p i p e l i n e  

c o n s t r u c t i o n  a n d  t w o  p a r c e l s  t o t a l i n g  60 4 s e r e s  160 
a c r e s  a t  H o l y  C r o s s  a n d  0 . 4  s e r e s  a t  T a n  a n s i  m a t  a r e  

l e a s e d  a a  d o c k i n g  a n d  s i o n g r  a r e u  b y  Y u t a n a  B a r z e  

L i n e s .

N a t i v e  V i l l a g e  S e l e c t i o n  A r e a  C l a i m s

T a b l e  9  s h o w s  r a i l r o a d  l a n d s  t h a t  a r e  l o c > ^ £  

w i t h i n  N a t i v e  v i l la g e  s e l e c t i o n  a r e a s .  C l a i m s  h a v e  ; 

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

r a i l r o a d  l a n d s  t h a t  l i e  w i t h i n  t h e s e  a r e u .  T h e  e x t e n t  

t o  w h i c h  t h e s e  l a n d s  w i l l  u l t i m a t e l y  b e  c o n v e y e d  t o  

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

t i o n s  m a d e  b y  t h e  D e p a r t m e n t  o f  t h e  I n t e r i o r  a s  to  

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

t h e r e f o r e ,  e x e m p t  f r o m  s e l e c t i o n  u n d e r  s e c t i o n  3 ie >  

o f  A N C S A .  T h e  D e p a r t m e n t  o f  t h e  I n t e r i o r  p u o l u n e d  

f i n a l  3 ( e )  r e g u l a t i o n s  t h a t  w e n t  i n t o  e f f e c t  m  la t e  

1 9 8 0 ,  s e t t in g  n a r r o w  s t a n d a r d s  f o r  d e t e r m i n i n g  w m c n  

l a n d s  a r e  a c t u a l l y  u s e d  b y  t h e  r a i l r o a d .  U n d e r  t n e  

r e g u l a t i o n s ,  t h e  r a i l r o a d  w o u l d  n o t  r e t a in  a n y  le a s e d  

l a n d  o r  g r a v e l '  r e s e r v e s  c l a i m e d  b y  a  N a t i v e  c o r p o r ­

a t i o n ,  a n d  t h e '  r a i l r o a d ' s  r ig h t - o f - w a y  w o u l d  b e  c o n ­

v e r t e d  m t o  a  l i m i t e d  c a s e m e n t  r ig h t  a c r o s s  l a n d  t h a t  

w o u l d  b e  c o n v e y e d  t o  t h e  N a t i v e  c l a i m a n t s .  I n  t h e  

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

s e l e c t i o n  a r e a ,  t h e  F e d e n l / S l a u  L a n d  U s e  P l a n n in g  

C o m m i s s i o n  ( L U P C ) ,  a n  a d v i s o r y  b o d y  e s t a b l i s h e d  b y  

A N C S A ,  r e c o m m e n d e d  t h a t  9 0  p e r c e n t  o f  t h e  r a i l ­

r o a d ' s  la n d  h o l d i n g s  c l a i m e d  b y  t h e  E k J u t n a  V iU a g e  

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

t i o n  i n c l u d e s  a l l  l e a s e d  l a n d s ,  a l l  n g h t - o f - w s y  la n d s ,  

a n d  s u b s t a n t i a l l y  i l l  g r a v e l  r e s e r v e s  a n d  w o u l d  le a v e  

t h e  r a i l r o a d  w i t h  o n l y  a  s m a l l  s t o r a g e  y a r d  s n d  o n e  

g r a v e l  p i t  i n  t h i s  a r e a .  T h e  r a i l r o a d  w o u l d  r e t a in  o n ly  

2 4 0  s c m  o u t  o f  i u  p r e s e n t  2 , 7 0 0  s e r e s  in  t h i s  a r e a  

A l t h o u g h  t h e  3 ( e |  r e g u l a t i o n s  a r e  n o w  f i n a l ,  t h e  D e ­

p a r t m e n t  o f  t h e  J n u n o r  h u  n e i t h e r  f o r m a l l y  r u l e d  o n
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#

• T ab le  9  

AJadsa R a ilro a d  Lands

L o i n n

u Aaree Leased 
(Annual Lana Revenue)

A rm  Contain ng 
Gravel k Roefc Retervee 
(Eft. Cubk Yards 

lei Ground)

Acres Wrthin 
Native Selection Area 

(Name o l 
Native Village!

1. Sewerd 299 55 (S I 23 .000) _
2. Crown Pomt 81 1 (81,6001 _ -
3. Mooaa Pass s.e — __ eon
4. Port*?* 900 — — _
5. Whttliar 272 15 (S3.500) 100 (1160 ,000) . . .
6. Ancfwrage 661 332 181,500.000) — ean
7. E*ql« River 1,600 Ol (SB.4001 1.450 (9.000.0001 1.B00 (Eklutn ji
6. Sireftwood 251 — 150 (1 .8 X  000) 251 (Ekiutnu
9. Eklutna 343 — 343 I2 .3 X .0 X ) 343 (Ekiutnt)
9a. Eklutna-ILM Gravel

Reserve 301 —— X I — 301 (Eklu tflt)
10. Matenuska 199 — — 199 (En lutn j)
11. Pittman 145 — 145 (2 . I X ,  O X ) 145 (Eklu tn i 6  Knik)
13. Willow 56 — — _
13. Gravel Pit 215 — 215 I2 .2 X .0 X I _
14. T ilkM tn i 144 —
IS . Curry 4 .970 - — 1.200 (1 0 .0 X .0 X I . . .
16 Gold Creek 26 — _ nea
17. Cbulitne 100 — I X (1 .5 X .0 X I ___
18. Midway 3.811 — 1 .0 X . (3 .9 X .0 X I —
19 Colorado 44 — 44 (650 0X 1 ne.
70. Broad P*u 1.070 -— 5 X (1 .6 X .0 X ) 630 (CinrwfU)
21. McKinley Park 18 4 0.3 (55 ,700 ) _ _ —
22. Mtaly 5.830 1 (S13.380I too I 5 .2 X .0 X I
23. Lignite 1 .2W •> (2.4001 — —
24. Claar 2.780 — 2,780 (40 .0M . 0X 1 640 (Nenin*)
25. Nenana 379 V04 (*221 .000) ---- 279 (N«n«nji
26 Fairbanks 4L 9V (8250 ,000) —— —
27. Holy Cross v . 4 (811 — 60 (Holy C/otu
28 Tanana r —— — 0.4 (Tanm ii
29 Moosa Crack 89 — — 69 (Ekiutnu
30. Vaidaa so 17 (841 .250) — —

Subtotal 28 .521 .4 Si* (83 .171 .231 ) 9 .028 (8 0 .4 X .0 X ) 4,737.4
% o l Subtotal 3 .3 1 3 4 .0 1 17.9%

Right-of-Wty Lands 2.863.9*
SewirdFeirbanfcs 10.677.2 — — *
Portaga'Whittiar 184 — — _
Furbanks-Eialson 4 7 0 3 — ___ ___
Healy-Suntrana 111.5 — • —
Mstinuska-Cbickaloon 434.1 — — 434 r

Subtotal 11.877.1 3.298
1  o l Subtotal 2 7 .8 1
TOTAL 38.398 .5 1.035.4
lot TOTAL 20.9%

‘ Rigot-ol-wtv miles in village selection area: Nan ana. 40.S miles; Cantwell. 38 .7 miles; Knik, 3.S miles; Knik and Eklutna 43 8
miles; Eklutna. 30 .6 miles; Cb<kaloon, 27 J  miles.
Source: Alaska Railroad records

C - ' 5
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t h e  E k l u t n a  c l a i m  o o r  b o g u n  t o  p r o e a M  o t h e r  c l a i m s .  

H o w e v e r ,  D e p a r t m e n t  o f  . t h e  I n t e n o r  o f f i c i a l s  in  

A l a s k a  e n d  W a s h i n g t o n .  D . C .  h e w  i n d i c a t e d  a  w i l l i n g -  

n e s s  t o  a c c e p t  t h e  b u l k  o l  t h e  L U P C ' i  r e c o t n t n e n d a -  

t i o r u .  S e l e c t i o n s  o f  r a i l r o a d  l e n d  i n  o t h e r  v i l la g e -  

a r e a s  r .r e  e x p e c t e d  t o  f o l l o w  t h e  o u t c o m e  o f  t h e  

E k l u t n a  d e i m a .  I f  t h e  r e m i t  f o r  a l l  r a i l r o a d  l e n d  

l o c a t e d  in  v i l l a g e  s e l e c t i o n  a r e a s  f o l l o w s  t h e  L U P C  

r e c o m m e n d a t i o n ,  t h e  r a i l r o a d  w o u l d  l o s e  u p  t o  9 0  

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

T h i s  c o u l d  m e a n  t h e  l o s s  o f  7 . 5 5 4  s e r e s ,  o r  1 9 . 8  

p e r c e n t  o f  t h e  r a i l r o a d ' s  t o t a l  l a n d  h o l d i n g s ,  t h e  l o w  

o f  1 9  m i l l i o n  c u b i c  y a r d s  o f  ( r a v e l  s n d  r o c k  r e s e r v e s ;  

e n d  t h e  d i r e c t  l o s s  o f  1 2 3 0 , 0 0 0  p e r  y e a r  i n  l e a s e  

r e v e n u e .

C o o k  I n l e t  R e g i o n a l  C o r p o r a t i o n  S e l e c t i o n  

o f  R a i l r o a d  L a n d

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

la n d s ,  i s  t h e  s p e c i a l  s e l e c t i o n  a u t h o r i t y  o f  C o o k  I n l e t  

R e g i o n ,  I n c o r p o r a t e d .  C I R I  c o n s i d e r s  s u b s t a n t i a l l y  a l l  

r a i l r o a d  l a n d  h o l d i n g s ,  w h e t h e r  l o c a t e d  i n  N a t i v e  

v i l l a g e  s e l e c t i o n  a r e s s  o r  n o t .  t o  b e  e l i g i b l e  f o r  s e le c *  

t i o n .  C I R I  h a s  f o r m a l l y  a s k e d  t h a t  e l l  r a i l r o a d  l a n d s ,  

e x c e p t  t h o s e  c o n v e y e d  t o  v i l l a g *  c o r p o r a t i o n s ,  b e  

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

s p e c i a l  s t a t u t o r y  a u t h o r i t y  f o r  C T R l  t o  s e l e c t  l a n d s  

o u t s i d e  i u  r e g io n a l  b o u n d a r i e s .  T o  d a t e ,  C l R I ' s  b r o a d  

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

t h e  D e p a r t m e n t  o f  t h e  I n t e r i o r ,  w h i c h  m a i n t a i n s  t h a t  

t h e  C I R I  s e l e c t i o n  p o o l  c a n n o t  i n c l u d e  r a i l r o a d  l a n d s  

o u u i d e  t h e  v i l l a g e  s e l e c t i o n s  a r e u  H o w e v e r .  C I R I  is  

e x p e c t e d  t o  c h a l l e n g e  t h e  D e p a r t m e n t  o f  t h e  I n t e r *  

i o r ' s  v i e w .  I f  C I R I  ia  s u c c e s s f u l  i n  r e v e r s i n g  t h e  

D e p a r t m e n t  o f  t h e  I n U r i o r ' s  o p i n i o n  e i t h e r  a d m m i*  

s t r a t i v e l y  o r  in  c o u r t ,  s u b s t a n t i a l l y  i l l  r a i l r o a d  l a n d s  

w o u l d  b e  s u b j e c t  t o  C I R I  s e l e c t i o n .  I t  w o u l d  t h e n  b e  

n e c e s s a r y  l o r  t h e  D e p a r t m e n t  o f  t h e  I n t e n o r  t o  m a k e  

a  3 0 )  a c t u a i - u s e  d e t e r m i n a t i o n  f o r  a l l  r a i l r o a d  l a n d s  

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

s e l e c t i o n  a r e u .  T h e  n a r r o w  s t a n d a r d s  in  t h  . f i n a l  3 ( e )  

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

a n d  c o u l d  m u l t  i n  t h e  l o s s  o f  v i r t u a l l y  a l l  A R R ' s  

t e u e d  l a n d s ,  g r a v e l  r e s e r v e s ,  a n d  o t h e r  p r o p e r t i e s  

a l o n g  t h e  r a i l b e l t .

T h e  U s e s  o f  R a i l r o a d  L a n d s

T h e  a u t h o r *  f e e l  t h a t  t h e  r a i l r o a d ' s  l a n d s  a r e  u  

e s s e n t i a l  t o  i U  o p e r a t i o n s  u  a r e  a n y  o f  t h e  o t h e r  

A R R  a s s e t s .  T h e y  b e l i e v e  t h a t  i f  t h e  A R R  i s  t o  a c t  u  

a  p e n  o f  t h e  m a r k e t  e c o n o m y  o f  t h e  s u u ,  i t  m u s t  b e  

c a p a b l e  o f  e x e r c i s i n g  s o m e  d e g r e e  o f  c o n t r o l  o v e r  t h e  

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

f r o m  a b s o l u t e  a n d  p e r p e t u a l  s u r f a c e  c o n t r o l  o w r

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

t y p e s  o f  r a d  p r o p e r t y .

L a n d s  n o w  u n d e r  t h e  j u r i s d i c t i o n  o f  t h e  A R R  

m a y  b e  c a t e g o r i s e d  u  f o l l o w s :

1 .  M a in  l i n e  a n d  b r a n c h  l i n e  n g h u - o f . w a y .

2 .  T e r m i n a l s  s n d  p o n s .

3. L a n d s  l e a s e d  t o  t r a f f i c - p r o d u c i n g  t e n a n t s .

4 .  M a t e r i a l  s o u r c e  l a n d s  ( f o r  e x a m p l e ,  g n v e l  d e ­

p o s i t s ) .

5 .  L a n d s  l e a s e d  t o  n o n t x t f f i c - p r o d u c m g  t e n a n t s .

6 .  L a n d s  h e l d  f o r  f u t u r e  o p c r a u o n s  a n d  t r a f f i c  

d e v e l o p m e n t .

7 .  F o r m e r  n g h t e - o f - w a y .

8 .  O t h e r  h o l d i n p .

I n  t h e  a u t h o r ; '  o p i n i o n ,  e a c h  o f  t h e s e  t y p e s  o f  l a n d  

r e q u i r e s  s p e c i f i c - p r o t e c t i o n  i f  i t  ia  t o  c o n t i n u e  s u p -  

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

t i c i p a n t  i n  t h e  s t a t e  t r a n s p o r t  n e t w o r k .

R e q u i r i n g  t h e  m o s t  p r o t e c t i o n  a r e  t h e  m a i n  l i n e  

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

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

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

t h e n g h t t o :

1 .  H a v e  c o m p l e t e  f r e e d o m  t o  a d d  t o  o r  d e .  

f r o m  ' i e  l a n d  a n y  s t r u c t u r e s ,  r o a d b e o s .  

A d j a c e n t  r o c k s ,  o r  g n v e l  o r  t o  r e c o n t o u r  t n e  

l a n d  a s  n e c e s s a r y .

2 .  M o v e  t r a c k  w i t h i n  t h e  r i g h t - o f - w a y  o r  t o  a d d  

o r  d e l e t e - t r a c k .

3. P r o v i d e  l o a d i n g  s n d  u n l o a d i n g  f a c i l i t i e s  f o r  

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

4 .  A d d  s t r u c t u r e s  u  m a y  b e  n e c e s s a r y  f o r  

o p e r a t i o n .

5 .  R e m o v e  w y  v e g e t a t io n  w h i c h  m a y  s e  

r e q u i r e d  t o  o p e r a t e  o r  e x p a n d  t h e  r a i l r o a d ' s  

s e r v i c e s .

6 .  F e n c e  t h e  r i g h t - o f - w a y .

7 .  O p e n t e  a n y  a n d  a l l  t m n s  n e c e s s a r y .

8 .  R e s t r i c t  o r  g r a n t  a c c e s s  t o  p e r s o n s  o r  v e m -  

e l e s  a s  i t  s e e s  f i t .

9 .  C o n s t r u c t  a n d  m a i n t a i n  a n y  d r a in a g e  f a c i l i ­

t i e s  n e c e s s a r y  t o  p r e s e r v e  t h e  n g n t - o f - w a v .

1 0 .  M a k e  a n y  p r o v i s i o n s  n e c e s s a r y  t o  p r o t e c t  t h e  

o p e r a t i o n a l  c a p a b i l i t y  o f  t h e  r i g h t - o f - w a y  

e v e n  i f  t h i s  r e q u i r e s  a c c e s s  t o  s n d  c o n t r o l  o f  

l a n d s  b e y o n d  t h e  n o r m a l  n g h t - o f - w a y  l i m i t s  

( e . g . ,  a v a l a n c h e ,  f l o o d  c o n t r o l ) .

1 1 .  T a k e  s u c h  a c t i o n  a s  m a y  b r  n e c e s s a r y  t c  

s a f e l y  o p e r a t e  in  s i t u a t i o n s  w h e r e  c o n f l i c t  

w i t h  o t h e r  t r a n s p o r t  m o d e s  m a y  e x i s t .

C, - I 4-
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12. Place «JQ neceasary communications and 

lignal devices within the nght-ofway or to 

BAinuui H p u i u  rights-of-way for the** 

Items w h i n  neceasary.

T h e  a u t h o r *  b e l i e v e  t h a t  a l l  o f  t h r u  e l e m e n t *  

m u t t  b e  a v a i l a b l e  t o  e n a b l e  t h *  r a i l r o a d  t o  m a i n t a i n  

t h e  p r o p e r t y ,  p v o v id e  f o r  s a f e  o p e r a t i o n s ,  p r o t e c t  t h e  

p u b l i c ,  m e e t  p u b l i c  r e g u l a t o r y  r e q u i r e m e n t t ,  o p e r a t e  

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

i t i e s  a n d  in f l u e n c e s .  T h *  n o r m a l  m e c h a n i s m  r e q u i r e d  

t o  e x e r c i s e  t h e s e  r e s p o n s i b i l i t i e s  i s  f e e  o w n e r s h i p  o f  

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

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

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

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

c o n t r o l  o f  a l l  s u r f a c e  n f h t s  t o  t h e  p r o p e r t y ,  i n c l u d u i f  

t h *  r i f h t  t o  e x c l u d e  t h *  f e e  o w n e r  f r o m  t h e  p r o p e r t y  

a n d  t o  e x e r c i s e  a l l  o f  t h e  f u n c t i o n s  n o t e d  a b o v e .  T h *  

u s u a l  r a i l r o a d  n g h t - o f w a y  i s  1 0 0  f e e t  t o  e i t h e r  s i d e  o f  

t h *  c e n t e r  l i n e  o f  t h *  m a m  l i n e .  I t  is  v e r y  u n u s u a l  f o r  

l e s s  t h a n  t h i s  w i d t h  o f  la n d  t o  b e  a v a i l a b l e ;  h o w e v e r ,  

w i d e r  n g h t s - o f - w a y  a r e  n o t  u n c o m m o n .  T h *  A l a s k a  

R a i l r o a d ' s  e n a b l in g  l e g i s l a t io n  s p e c i f i e s  a  r ig h t - o f - w a y  

w id t h  o f  2 0 0  f e e t  t o t a J  w i t h  a  s u p p l e m e n t  o f  5 0  f e e t  

f o r  p u r p o s e s  o f  o p e r a t in g  a  c o m m u n i c a t i o n s  s y s t e m  

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

n o  s p e c i f i c  w i d t h  r e la t e d  t o  t r a c k  l o c a t i o n .  R a t h e r ,  

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

d e s c r i p t i o n s  u s e d  g e n e r a l l y  in  r e a i  p r o p e r t y .

L a n d s  P r o v id in g  f o r  R a i l r o a d  1  ’a t t i c  D e v e l o p m e n t  

T h i s  c a t e g o r y  o f  la n d  i s  s e c o n d  in  i m p o r t a n c e  

t o  t h a t  o f  r ig h t s - o f - w a y  a n d  t e r m i n a l s .  T h e  i m p o r t ­

a n c e  o f  t h i s  c a t e g o r y  g o e s  b e y o n d  t h *  l e a s *  in c o m e  

g e n e r a t e d  b y  t h e  p r o p e r t y  t o  t h e  v e r y  e s s e n c e  o f  

r a i l r o a d  t r a f f i c  a n d  m a r k e t i n g .  A n  a n a l y s i s  o f  t h e  

A l a s k a  R a i l r o a d ' s  t r a f f i c  i n d i c a t e s  t h a t  o n l y  a  v e r y  

s m a l l  p o r t i o n  o f  o p e r a t in g  r e v e n u e s  a r e  d e r iv e d  f r o m  

c u s t o m e r s  w h o s e  b u s in e s s e s  a r e  n o t  d i r e c t l y  a d j a c e n t  

t o  t h e  r a i l r o a d ' s  n g h t - o f - w s y . 7 T h e  e f f i c i e n t  l o a d i n g  

o r  u n lo a d i n g  o f  c a r l o a d s  r e q u i r e s  a  c u s t o m e r  t o  h a v e  

d i r e c t  a c c e s s  t o  r a i l r o a d  f a c i l i t i e s .  T h i s  f a c t o r  i s  o f  

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

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

r a i l r o a d .  O n *  o f  t h *  p r i m a r y  t o o l s  a v a i l a b l e  t o  a  r a i l ­

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

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

f a c i l i t i e s  o r  s t o r e  h i t  g o o d s .  T h u s ,  t h e  l a n d s  a v a i l a b l e  

f o r  le a s in g  t o  t r a f f i c - p r o d u c i n g  c u s t o m e r *  c o n t n b u t *  

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

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

L i k e w i s e ,  t h o s e  l a n d s  w h i c h  a r e  a v a i l a b l e  f o r  f u t u r e

” s»« ”Tr»ffJt lew .'' * •* • ••

l e a s *  t o  t r a f f i c - p r o d u c i n g  c u s t o m e r s  r e p r e s e n t  t h e  

lo n g - t e r m  c a p a b i l i t y  o f  t h e  r a i l r o a d  t o  c o n t i n u e  i t s  

e x i s t e n c e  a s  a n  e c o n o m i c  e n t e r p r i s e .

I n  t h e  a u t h o r s '  v i e w ,  t h e  o n l y  m e c h a n i s m  w h i c h  

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

i v e ly  i s  c o m p l e t e  c o n t r o l  o f  t h e i r  u s e .  W h i l e  t h e r e  is  a  

c l e a r  o b l ig a t io n  in  A N C S A  l e g u l a u o n  t o  h o n o r  

c x u u n g  le a s e s  w h e t h e r  t h e  l a n d o w n e r  u  t h e  r a i l r o a d  

o r  a n o t h e r  p a r t y ,  t h e  o n l y  m a n n e r  in  w h i c h  a c o n t i n ­

u in g  c o m m o n a l i t y  o f  i n t e r t s t  b e t w e e n  t h e  r a i l r o a d  

a n d  f u t u r e  l e a s e  h o l d e r s  c a n  b e  m a i n t a in e d  is  b y  

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

o r  b y  r e q u i r in g  a n y  f u t u r e  o w n e r  t o  u s e  t h e m  f o r  r a i l  

t r a f f i c  p u r p o s e s  s o  lo n g  a s  t h e  r a i l r o t d  e x i s t s .  I t  is  n o t  

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

r a i l r o a d  a n d  a  f u t u r e ,  n o n - r a i l r o a d  o w n e r  w o u l d  

c o i n c i d e  s i n c e  la n d  s a le  o r  l e a s e  f o r  n o n - r t i l r o a d  

p u r p o s e s  w o u l d  f r e q u e n t l y  g e n e r a t e  m u c h  m g n e r  

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

L a n d s ,  I m p r o v e m e n t ,  a n d  C o n s t r u c t i o n

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

t t h i e h  m a t e r i a l s  s u c h  s s  j r a v e i  a n d  r o c k  a r e  o b t a in e d  

f o r  m a i n t e n a n c e  a n d  im p r o v e m e n t .  T h e  a u t h o r s  f e e l  

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

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

m a t e n a l s  a s  r e q u i r e d .  T h e s e  n e e d s  a re  b a s ic  t o  t n e  

c o n t i n u i n g  o p e r a t io n  o f  a  r u i r o a d .  b e c a u s e  a n y  

r a i l r o a d ' s  r o a d b e d  a n d  t r a c k  w i l l  d e t e n o r a t e  r a p id ly  i f  

n o t  r e g u l a r l y  m a i n t a in e d  a n d  b a l l a s t  r e n e w e d  p e r io d ­

i c a l l y .  T h i s  r e n e w a l  r e q u i r e m e n t  is  p a r t i c u l a r l y  c r i t i c a l  

i n  A l u k a  w h e r e  t h *  a m o u n t  o f  m o u t u r e  d u n n g  s p r in g  

b r e a k u p  c a n ,  i f  n o t  c o n t r o l l e d ,  m a k e  t r a c k  u n u s a o le  

w i t h i n  a  s in g le  y e a r .  I n  a d d i t i o n  t o  r e g u l a r  m a i n t e n ­

a n c e .  t h e r e  m a y  b e  v e r y  la r g e  s h o r t - t e r m  a e m a n d s  f o r  

r o c k  a n d  g r a v e l  t o  r e p a i r  d a m a g e  f r o m  f l o o d s ,  a v a l ­

a n c h e s .  a n d  e a r t h q u a k e s .  T h e  A R R  a n n u a l l y  r e q u i r e s  

a n  e s t im a t e d  2 0 0 , 0 0 0  t o n s  o f  g r a v e l  a n d  -10 . 0 0 0  t o n s  

o f  r o c k  f o r  n o r m a l  m a i n t e n a n c e .  I n  a d d i t io n  t o  t h i s  

a m o u n t  a r e  r e q u i r e m e n t s  f o r  e m e r g e n c i e s  a n d  f o r  

t r a c k  i m p r o v e m e n t s ,  i n d u s t r y  a c c e s s ,  a n d  a l i g n m e n t  

i m p r o v e m e n t s ,  T h e  l a t t e r  i t e m s  r e s u l t  f r o m  c h a n g in g  

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

T h e s e  a r e  p r o d u c e d  b y  s u c h  f a c t o r ?  u  c h a n g e s  m  c a r  

t y p e s  a n d  c o m m o d i t i e s  ( s u c h  u  b u lk  c o m m o d i t i e s  

r e q u i r i n g  m o r e  s u b s t a n t ia l  t r a c k ) ,  f r e q u e n c y  o f  

o p e r a t i o n s  ( m o r e  t r a f f i c  r e q u i r e s  m o r e  f r e q u e n t  

a t t e n t i o n  r e g a r d le s s  o f  c o m m o d i t y ) ,  t y p e s  o f  o p e r ­

a t i o n s  ( n e e d  t o  im p r o v e  t r a n s i t  t im e s  t o  a t t r a c t  o r  

k e e p  t im e - s e n s i t i v e  t r a f f i c ) ,  o r  t h e  n e e d  t o  im p r o v e  

o p e r a t in g  e f f i c i e n c y  ( l o w e r  m a i n t e n a n c e  c o s t s  o r  

o p e r a t i n g  c o s t s  b y  r e a l ig n in g  t r a c k ) .

U n l i k e  t h e  p r e v i o u s  la n d  c a t e g o r ie s ,  t h e r e  is  n o
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a b s o l u t e  r e q u i r e m e n t  f o r  o w n e n h i p  o f  t h *  p r o p e r t y  i f  

t h *  r a i l r o a d  h a i  t h *  a c c e s s '  a a d  r e t r a c t i o n  r i g h t *  

m « n t i o n « d  p r a r i o u a l y  o r  h u  a c c e s s  t o  c o m m e r c i a l  

g r s v e h  H o w e v e r ,  w i t h o u t  r a i l r o a d  o w n e n h i p  o f  t h e  

m c t e n a l s ,  t h *  c o s t s  o f  m a i n t e n a n c e  a n d  i m p r o v e m e n t  

w i l l  b e  m c r c m e e d  i n  t w o  w a y s .  O n e  w i l l  b e  t h *  c o m ­

m e r c i a l  c o e t  o f  g n v e l  a n d  r o c k .  H a v i n g  t o  p u r e  h a a *  

g r a v e l  a t  t h *  c u n e n t  c o n  o f  8 1 3  p e r  t o n  w o u l d  c o r  

t h e  A R R  a  m i n i m u m  o f  S 2 .S C O .O O O  a n n u a l l y  f o r  

n o r m a l  m a i n t e n a n c e .  T h e * #  c o r n  w o u l d  a m o u n t  t o  

a n  a d d i t i o n a l  c h a r g e  o f  S I . 4 9  f o r  e a c h  r e v e n u e  t o n  

c a r r i e d  b y  t h *  A l a a k a  R a i l r o a d  ( i s  1 9 8 0  d o l l a r i ) .  I n  

a d d i t i o n  t o  t h i a  w o u l d  b e  a n y  a g g r e g a t e  d e m a n d *  f o r  

e m e r g e n c i e s ,  n e w  c o n a t r u e u o n ,  o r  r e b u i l d i n g .  T h e s e  

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

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

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

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

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

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

L a n d s  L a s t e d  t o  N o n t r a f f i c  P r o d u d n f  T e n a n t s

T h e  l a n d s  le m s e d  t o  n o n t n a f f i c - p r o d u c i n i  t e n a n t *  

a r e  n o t  n s c s s a a r y  t o  t h e  c o n t i n u e d  o p e r a t i o n  o f  t h e  

r a i l r o a d ,  e x c e p t  w h e r e  t h *  l a n d s  c a n  b e  c o n v e n e d  t o  

t r a f f i c - p r o d u c i n g  p r o p e r t i e s  e i t h e r  b y  l e a s e  t o  c u s ­

t o m e r s  f o r  p l a n t  l o c a t i o n  o r  b y  e x e r c i s e  o f  m i n e r a l  

r i g h t * .  H o w  m u c h  t h e s e  h o l d i n g s  m a y  a s s i s t  t h *  

r a i l r o a d  i n  i t s  f u t u r e  o p e r a t i o n s  w i l l  l a r g e l y  d e p e n d  o n  

l o c a t i o n  i n  r e l a t i o n  t o  c o m m e r c i a l  o p p o r t u n i t i e s .  

E v e n  t h o u g h  t h e  p r e s e n t l y  l e a s e d  p r o p e r t i e s  a r t  n o t  

. e s s e n t i a l  t o  t h e  o p e r a t i o n a l  s u r v i v a l  o f  t h v  r a i l r o a d ,  

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

p e r m i t s  l o w e r  f r e i g h t  r a t e s  t h a n  m i g h t  o t h e r w i s e  b e  

t h e  c a s e .  S h o u l d  t h e  r a i l r o a d  l o s e  c o n t r o l  o f  t h i *  l a n d ,  

t h e  lo s t  r e v e n u e  w o u l d  h a v e  t o  b e  o b t a i n e d  f r o m  

o t h e r  s o u r c e * — e i t h e r  h i g h e r  f r e i g h t  r e u s  o r  p u b l i c  

s u b s i d y .

F o r m e r  R i g h t s - o f - W a y  L a n d

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

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

t h a t  p o l i c y m a k e r s  m a y  w i s h  t h e  r a i l r o a d  t o  p l a y .  

S p e c i f i c a l l y ,  t h e  r a i l r o a d  c u r r e n t l y  c o n t r o l *  t h e  l a n d  

o f  a  f o r m e r  r i g h t - o f - w a y  e x t e n d i n g  e a s t w a r d  u p  t h e  

M a t a n u a k a  V a l l e y  a p p r o x i m a t e l y  3 0  m i l e s  p a n  t h e  

S u t t o n ,  E i k a ,  a n d  J o n e s v i l l *  c o a l  f i e l d s  t o  C h i c k * -  

l o o n .  T h i s  r i g h t - o f - w a y  p r o v i d e s  a c c e n t ,  t o  c o a l  r *  

s o u r c e s  a n d  w i l l  b e  a n  e s s e n t i a l  i n g r e d i e n t  i n  a n y  

s c h e m e  t o  e x p o r t  c o a l  f r o m  t h *  M a t a n u a k a  V a l l e y .

A c c o r d i n g  t o  A R R  m a n a g e m e n t ,  a n y  r a i l r o a d  

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

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

o p e r a t i o n  r e a s o n a b l y .  W i t h o u t  t h i s  a b i l i t y  t o  u t i l u e

l a n d s ,  a n y  r a i l r o a d  is  c l e a r l y  a n  u n a t t r a c t i v e  in v e s t  

m e r i t .  T h e r e f  i r e ,  w i t h o u t  a  s a t i s f a c t o r y  r e s o l u t i o n  o l  

t h e  c u r r e n t  q u e s t i o n a b l e  s t a t u s  o f  A l u k a  R a i l r o a d  

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

b e c o m i n g  i n v o l v e d  w i t h  t h #  r a i l r o a d .  I f  h e  i h o u l d  d o  

» o  w i t h o u t  o b t a i n i n g  t h e  t y p e s  o f  g u a r a n t e e s  r o e c i f i r d  

a b o v e ,  i t  s h o u l d  b e  w i t h  t h e  c l e a r  u n d e r s ' a n d m g  t h a t  

t h i s  c o u r s e  o f  a c t i o n  m a y  w * U  le a d  t o  a la r g e  a n d  

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

E m p l o y * *  C o n c e r n s  a n d  O b l i g a t i o n s

F r s e e m  S i t u a t i o n

T h e  A l a a k a  R a i l r o a d  ( A R R )  ia  a  f e d e r a l  a g e n c y  

u n d e r  t h *  F e d e r a l  R a i l r o a d  A d m i n i s t r a t i o n  ( F R A ) .  

U . S .  D e p a r t m e n t  o f  T r a n s p o r t a t i o n .  F e w  o f  t h e  p o s i ­

t i o n s  h e l d  b y  e m p l o y e e s  o f  t h e  A l u k a  R a i l r o a d ,  

t h e  o n l y  r a i l r o a d  o p e n t e d  b y  t h e  f e d e r a l  g o v e r n m e n t ,  

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

a r e  u n i q u e  t o  r a i l r o a d  o p e r a t i o n s .  T h e  A R R  e m ­

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

• x p # n * n e #  a n t i  k n o w l e d g e ,  r e p r e s e n t  o n e  o f  t n e  

r a i l r o a d ' s  m o s t  v a l u a b l e  a s a e u .  I n  a d d i t i o n ,  t h e  A R R  

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

o p e r a t i o n a l  r e q u u t m e n u  f o r  A l u k a .  w i t h  i t s d i f f  

c l i m a t i c  c o n d i t i o n s  a n d  a s s o c i a t e d  m a i n t e  

r e q u i r e m e n t * .

D e c l i n i n g  W o r k  F o r c e .  A f t e r  t h e  e o m o l e u o n  o f  

t h *  p i p e l i n e ,  t h e  A l u k a  R a i l r o a d  e x p e r i e n c e d  a e e n n -  

in g  t r a f f i c  a n d  r e v e n u e s  u n t i l  t h e  1 9 S 1  f i s c a l  y e a r  

( J u n *  1 9 8 0 ) .  S i n e *  t h a t  t i m e ,  s i g n i f i c a n t  t r a f f i c  a r c  

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

r a t e s ,  i n f l a t i o n ,  a n d  g e n e r a l l y  p o o r  n a t i o n a l  e c o n o m i c  

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

in g  r e v e n u e s  a n d  t r a f f i c ,  t h e  A l a s k a  R a i l r o a d  n a s  

a n n u a l l y  r e d u c e d  i u  w o r k  f o r c e  o v e r  t h e  l a s t  5  y e a r s .  

F o r  e x a m p l e ,  i n  F Y  1 9 7 6 ,  t h e  r a i l r o a d  e m p l o y e d  a n  

a v e r a g e  o f  1 , 0 2 5  p e r s o n s ,  b u t  b y  A p r i l  1 9 8 1 .  t h i s  

w o r k f o r c e  t o t a l e d  . o n l y  6 2 9  e m p l o y e e s ,  i n c l u d i n g  

b o t h  p e r m a n e n t  a n d  t e m p o r a r y  w o r k e r s . 1

T h e  f o l l o w i n g  t a b l e  d e m o n R n t e t  t h e  p e r s o n n e l  

l e v e l s  b y  d e p a r t m e n t  in  m i d - A p r i l  1 9 8 1 ,  a c c o r d i n g  t o  

a  r a i l r o a d  m a n n i n g  r e p o r t  ( s e e  T a b l e  1 0 ) .

O r g s n i r t d  L a b o r  a n d  t h *  A R R .  A s  r e g a r d s  

o r g a n i s e d  l a b o r  f o r  i u  e m p l o y e e s ,  t h e  A l a a k a  R a i l ­

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

U m u d  S t a t e s .  U n l i k e  p r i v a t e  s e c t o r  r a i l r o a d s ,  h o w -  

e v e r ,  m o s t  l a b o r  a g r e e m e n t *  w i t h  t h e  A l u k a  R u i r o a d

*B*e«««e th* A la s k a  Railroad it a federal Mvncy. ihare n mo 
Manually U rgtr lt< between ih t acxnowltdifnent o f atcnmnf
revenue traffic tnd a reduction in tht oumoer o f empioyeea 
tSia would be experwnctd in private n u ro td  opeiauont.

c -  /O
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Table 10

A u t h o r i z e d  n .  A c t u a l  N u m b e r s  

e f  A R R  E m p l o y e e *

O a m n
S W k w S T ala t A II

M n M K m i w e c *3 77 t
T i m a n x i w 3 3 * T ie 307 IS
E n e « w w x * 170 i n 137 44
U M W i o l 147 t a I X f
M art atm * 14 10 1 1

T m s I m «2> U S 74

a r t  p e r p e t u - U ly  in  e f f e c t  u n t i l  e i t h e r  o r g a n i z e d  l a b o r  

o r  t h e  r a i l r o a d  m a n a g e m e n t  w t a h * *  t o  o p e n  t h *  l a b o r  

i i m m m u  f o r  r c n t f o t u t i o n .  T h i s  f a c t o r  h a t  i n t e r ­

e s t in g  lo n g - r a n g e  i m p l i c a t i o n s  i n  v i e w  o f  t h *  p o t e n t i a l  

t r a n s f e r  o f  t h *  r a i l r o a d ’ s  o w n e r s h i p  a n d  o p e r a t i o n s .

A t  t h *  p r r a m t  t u n * ,  f i t *  u n i o n s  r * p r * t s n t  t h *  

A l a s k a  R a i l r o a d  e m p l o y * * * .  T h e s e  a r t  l i s t e d  in  T a b l e  

1 1  a lo n g  w i t h  t h *  n u m b e r  o f  t m p l o y * * *  w h i c h  e a c h  

l e p r e a e n t s .

T h e  F u l l - C r r w  L a w .  A n  a d d i t i o n a l  a r t a  o f  

e o n c t m  r e g a r d in g  e m p l o y e *  o p e r a t in g  a g r e « m e n u  

a n d  a  c h a n g e  f r o m  f e d e r a l  s t a t u s  in v o l v e s  a  c u r r e n t  

A l a s k a  s t a t u t e ,  t h e  f u l l  c r e w  la w — t h e  o n l y  o n e  l« f t  in  

t h e  U n i t e d  S u i t s .  I t  r e q u i r e *  a  f i v t - m a n  t r a i n  c r e w ,  

i n c l u d i n g  a  l o c o m o t i v e  f i r e m a n ,  f o r  a l l  t r a i n s .  C u r ­

r e n t l y ,  b e c a u s e  i t  i s  a  f * d * r a l  a g e n c y ,  t h e  A R R  i s  

e x e m p t  f r o m  t h i s  la w  a n d  o p e r a t e *  i u  t r a i n s  o n  t h *  

b a s is  o f  a g r e c m e n u  n e g o t ia t e d  w i t h  l a b o r  o r g a n i z a ­

t io n s .  U s i n l l y ,  t h e s e  r e q u i r e  o n l y  t h r e e -  o r  f o u r - m a n  

c r e w s  f o r  e a c h  t r a i n .  I f  A l a a k a  d o e *  n o t  r e p e a l  t h i a  . 

la w  d u n n g  t h e  c o u r a *  o f  a n y  r e s t r u c t u r i n g ,  i t  is  

u n l i k e l y  t h a t  t h *  r a i l r o a d  w o u l d  e v e r  b e  a  s e l f -  

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

c o n t i n u e *  i n  f o r c e ,  t h *  s t a t *  s h o u l d  b e  p r e p a r e d  t o  

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

u n n e c e s s a r y  la b o r .

T h u s ,  t h e  A l a s k a  R a i l r o a d ' s  e m p l o y e *  s i t u a t i o n  

i *  m o r e  c o m p l e x  t h a n  t h a t  o f  o t h e r  r a i l r o a d s  s in c e  i u  

e m p l o y e e s  a r e  g e n e r a l l y  n o t  o n l y  m e m b e r *  o f  v a r io u s  

l a b o r  u n i o n s  ( s i m i l a r  t o  o t h e r  r a i l r o a d s )  b u t  a r e  a l s o  

f e d e r a l  e m p l o y e * *  w i t h  a l l  o f  t h e  r i g h u  a n d  b e n e f i u  

w h i c h  a r e  a f f o r d e d  p a i t i c i p a n u  in  t h e  f e d e r a l  g o v e r n ­

m e n t ' s  c i v i l  s e r v i c e  s y s t e m .  T h e  i m p l i c a t i o n s  o f  

t h e * *  d o u b l e  p r o t e c t i o n  n g h U  a n d  b e n e f i u  f o r  t h *  

p r o p o s e d  t r a n s f e r  a r e  f a r  r e a c h in g  a n d  s i g n i f i c a n t .

F i n a n c i a l  I m p l i c a t i o n *

A n o t h e r  s i g n i f i c a n t  c o n s i d e r a t i o n  in  t h e  p o t e n ­

tial transfer of the Alaska Railroad from the federal 

government to the Sut* of Alaska is the financial 

implications of employe* protection, including 

federal retirement benefiu.

Th* current emp!oye«t of the Alaska Railroad 

have participated in and contributed to the federal 

Civil Service Retirement and Ouability Fund. The 

Alaaka Railroad has matched the contributions made 

by each employee dunng their employment to date, 

and these contributions have been made out of 

railroad revenues. The federal Civil Service Retire­

ment System is under the jurisdiction of the U.S. 

Office of Personnel Manigement.

The Civil Service Retirement m d  Disability 

Fund is the accumulation of money held in trust by 

the U.S. Treasury for the purpose of paying annuity, 

refund, and death benefits to persons entitled to 

them. The present Alaska Railrotd employees are 

among the persons entitled to these benefits.

Th* identified federal commitments which were 

made by th* Aluka Railroad to employees at the 

tun* of employment include the total cost of relo­

cation back to the point of recruitment of any 

employe* and family recruited from outside Alaska 

when they choose to return. Other employee com- 

mitmenu include participation m  the Fedrral E m ­

ployees Group Life Insurance Program, health insur­

ance benefiu. accrued sick snd annual leave, credit 

for time served u  federal employees, turnaround trips 

to the point of recruitment every two years (u  distin­

guished from relocation), and protection anainst 

arbitrary dismissal by the M e m  Systems Protection 

Board.

There are many unanswered questions related to 

the employee* and protection of their rtgnts These 

question* can best be answered and the problems

Table 11

I
Labor Organizations Representing 

A R R  Employees

O r p o t M o o
f  m afovaai 

N H t n m iH

A i iw ia n  Tr§m  O n o a ic n m  AM otut-on 70
I m M l M M  *1 R su » a v  G u t-a n 3 ’
U n t il*  T fa n a o n iito n  unio n 137
A t w o n  A f*» fa (i*n  o l G o rtfn m an i Em o to v m *  
I t t n t W A iA t  A m k u I iOA of Mocnnftfll and

315

Aa*aataaa * * < m 10

Toiaf 379

•T h #  A n g n ctR  P*b#nt«o« of Go#t<r»m#m £fno*o*a*» D4i*
«**#• orttf Ok*'COIL** **OfRM

&  -  / 7
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aolved by th «  M t n l  governm ent o n e*  i t  k  th e ir  
system  «nd n o t  A laska 's w hich has given th e  em ploy- 
eee th e ir p ro tec tio n . F ailu re  to  »olv* theee obliga­
tion* p n o r  to  th e  tran s itio n  phaM  m ay wall lead  to  
len g th y  and co stly  litigation  a t  well a* to  excessive 
em p lo y ee  tu rn o v er. T hu*, carefu l c o n u d  era Lion o f  
th a t*  fac to r!  a* p a rt o f  th e  federal tr a ru fe r  legislation 
w ould  ben efit all co n cern ed .

We ih o u ld  alao n o te  th a t  several o f  th e  existing  
lab o r agreem ent* will c o n tin u r  m fo rce  un til e ith e r 
th e  lab o r o rg an isa tio n s o r  th e  ra ilroad  m anagem en t 
w ishes to  op en  neg o tia tio n s. I t  is p ro b ab ly  b est th a t  
the** agreem ents rem ain  m fo rce  fo r  a specified  tim e , 
a f te r  w hich th ey  w ould  bn sub ject to  new  n eg o tia ­
tion*. T h e  tran sfe r legislation cou ld  p rov ide  fo r  such 
n eg o tia tions and establish th e  fram ew ork  fo r se ttin g  
lab o r a g re e m tn u .

In sum m ary , A R R 's  legal ob liga tions to  its  em ­
ployees a r t  ex tensive, and th e  federal g o v ernm en t is 
in a m uch  b e tte r  p osition  th an  th e  s ta te  to  provide 
th em  w ith a p ro p er tran s itio n a l program . S uch  a 
program  w ould  p ro tec t th e  em ployees, th e  S ta te  o f  
A laska, and th e  federal governm ent.

F inances

Its t u t u s  as a federal a g e n c y  co m p lica tes  th e  
financial c o n d itio n  o f  th e  Alaska R ailroad . F o r  
exam ple, no n e  o f  th e  trad itio n a l m easures o f  financial 
health  such as pnce-eam ing . d e b t-e q u iiy , o r  even 
rev*nue-ex pens* ra tio s  p ro perly  p o rtray  th e  c o n d itio n  
o f  th e  o p era tio n . In ad d itio n , th e  b u rd en  o f  passenger 
service (ab o u t 33  p e rcen t o f  all tra in s o p e ra ted  in 
1980) d is to rts  even th e  trad itio n a l ra ilroad  o p e ra tin g  
effic iency  m easures w hich m igh t o therw ise  be em ­
ployed . F inancia l rep o rtin g  is d o n e  b y  m eth o d s 
and fo r  reasons w hich d iffe r  from  p n v s te  p rac tice  and 
w hich are n o t  even en tire ly  co n sisten t w ith  federal 
governm ent s tandards . S im ilarly , pub lic  sec to r 
cap ital budgeting  and ju stifica tio n  is n o t o rg sm z rd  o r  
p resen ted  using th e  m eth o d s o f  th e  rail in d u stry . T h e  
d ifferences resu lt b o th  from  conflicting  m anagem en t 
ob jectives and requ irem ent*  fo r m anagem en t in fo r­
m ation  w hich are  d ic ta te d  as m uch  by federa l co n tro l 
as by  th e  need to  m anage o p era tio n s .

T h e  A R R  receives o p era tio n a l fund* from  fo u r  
prim ary  sources:

1. R evenues earned  by  tran sp o rtin g  freigh t and

2. in co m e  fro m  p ro p e rty  leased to  o th e rs .
3 . R eim bursab le  service* pe rfo rm ed  fo r o thers .
4. C ongressional a p p ro p ria tio n s  fo r  acquiring  

c ap ita l asset* an d  fo r m ajo r m ain ten an ce .

T his incom e is all p laced in to  i  tingle revolving fun 
acco u n t w ith  th e  U.S. T reasury sg sm tt whicr. tn 
ra ilroad  draw s t.o su p p o rt its day-to-oay operation  
and  fund capital expend itu res. Incom e placed in in 
a c c o u n t rem ains available un til ex ten d ed  by A R : 
e ith e r  fo r o p e ra tio n s , capital ex p en d itu re !, o r o 
w ork  au th o rized  by ep p ro p n au o n .

W htlr t h t  revenue from  th e  ra ilroad 's  o»- 
o p e ra tio n s is largely in d ep en d en t o f  ex ternal c a r  
t r o l .9 th o rn  resources ob ta in ed  by C o n g rem o n i 
ap p ro p ria tio n  are sub ject to  m any  o f  th e  u p  
re s tra in t!  com m on to  th e  budgets o f  all federal 
agencies. T hese  req u irem en ts d ic ta te  i  b u c c e u r  
process w hich m sy  have b o th  rcvenue-baied  fund in 
and ap p ro p ria ted  funding  used fo r sim ilar purposes 
w hile  ju stifica tion  fo r th e ir  uae m ay be q u ite  d:f 
fe ren t. T h e  ju stific a tio n  fo r ap p ro p ria ted  funair.; 
is. sim ilar to  th a t seen fo r o th e r  agencies wr.ier 
aeek m oney  to  m ain tain  the  existing  p ro p e rty  anc 
operation*  and to  com ply  w ith icdcral guidelines 
T his is aom ew hat d iffe ren t from th e  approacn  usee 
on  m ost p n v a te  rail system s w nere b u d z ^ ^ - i - r  
developed  and ju stified  on the basis o f  t h e ^ ^  . 
b iiity  o f  operation*  and the investm ent .ig 
fu nded .

With th is b ackground , let us look in m ore a  
a t th e  ra ilroad 's  financial situation . T his analysis w.il 
deal w ith  the  financia l sta tem en ts. r tv tn u c s  sr.s  
expense*  asset* and lia b iliu ti . and capita l budgets. 
We will review b o th  th e  in fo rm ation  available from  
th is m ateria l and its lim ita tions. In add itio n , wner? 
possible, we will expla in  th e  fu tu re  im p lica tions o f 
these  item s.

R eporting  F inancial In fo rm atio n
T he A laska R ailroad prepares th ree  public  

financial d o cu m en ts . O ne o f these, tn e  capital su sg e:  
and appropria tion  request, will be dealt w u n  m 
a n o th e r  p a n  o f  th is sec tion . The o th er tw o ire  tne  
annual report and th e  m o n th ly  financial s ta tem en ts  
While b o th  provide useful in fo rm atio n , th ey  *re 
lim ited  in scope w hen com pared  to  sim ilar d o cu m en ts  
p repared  by p n v a te  railroads.

A nnual R ap o rts . T he annual reports are pre- 
pared  follow ing th e  end o f  each federal fiscal year 
(S e p tem b er 30). T h ey  sum m anz* th e  previous year s 
financial pe rfo rm an ces and con tain  a lim ited  am oun t 
o f  o p e ra t io ra l  d a ta  a t well a t a narra tive  o u tlin e  of 
th e  p revious y ear's  events. T he financial in fo rm atio n  
includes a b n e f  incom e sta tem en t, balance m e e t ,  ana

*The only rm m n t upon tspenditurvi of th»w r*»*nu*i a
Ih i l they muu b* uwd for • function tu in o ru ta  in* r s i .r s i . 
m iu  tnib ling le |itltiaon . u  »m»nd*d.
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a ru w m e n t o f  change* in financial p e titio n . Non* o f  
th«M sre en tirely  c o n tin e n t  w ith pnvat*  practice in 
stockho lder re p o ru , principally  -due to  th* federal 
statua. Th* difference* a r t  m ost clearly  ap p aren t in 
th*  balance ah ert w here liabilities include on ly  a 
lim ited n u m b er o f  cu rren t item* and  n e ith e r long- 
term  liabilities n o r t to c k h o ld e n ' eq u ity . T he lone* 
term  liabilities do  n o t exist since th e  railroad i* d e b t 
free and need n o t provide fo r taxes. S u b stitu ted  fo r 
stockho lder's  equ ity  is an item  term ed  "P ro p rie ta ry  
In terest o f the  U nited State* G o v ernm en t,"  w hich is 
th e  sum o f ell federal ap p ro p ria tio n s plus re ta ined  
earning from  operations.

Th* incom e s ta tem en t varies from  th a t  o f  
private practice in th a t  it does n o t  acco u n t fo r fixed 
charges o th e r  than  deprec ia tion . I t  is im p o rtan t to  
n o te  th a t th e  A R R , as is com m on  w ith m o st rail* 
roads, does no t cap italise  and d ep rec ia te  it* track  
struc tu re . R sth e r, it uses th e  practice  know n as 
b e tte rm en t accounting . w hich charf** any replace* 
m ent m aU naJ icfard lesa  o f  th e  a m o u n t o f ex p en d ­
itu re , to  curT tnt m ain tenance  expenses and capitalizes 
only th e  im provem ent*. While th*  result o f  this 
practice Tor ■ pnvat*  railroad is to  p resen t the  finan­
cial sta tus in a m ore  conservative light, the  e ffec t on 
th e  Alaska R ailroad is slightly d ifferen t. Because the  
ARR seeks federal a p p r o p r ia te .a  to  perform  tom e 
m ajo r track  m ain tenance  (w hich becom es p a n  
o f  the  p ro p n e ta ry  in le res ti, this w ork is effectively 
capitalized (w hether i t  involves replacem ents o r 
im provem ents) and is th en  n o t deprecia ted . E ffec­
tively, this practice tends to  und ersta te  the  long-term  
capital requ irem ents to  m aintain  an adequate  track 
s tru c tu re  while at th e  sem e tim e, i t  overstates curren t 
m ain tenance expenditu res.

Table 12 shows th e  changes in fixed  asset values 
w hich h iv e  taken  place in th e  1976-1981 p en o d . The 
u i.reas*  is du«> prim arily  to  add itions to  e q u p m e n t 
(m ostly  fifteen  new  locom otives) and to  structures.

A d ifficu lty  on  th e  asset side o f  the  balance 
sheet involves establishing th e  value o f aisets. It 
should be rem em bered th a t a considerab le  p o rtio n  of 
th e  ARR properties w ere transferred  from  o th e r 
federal agencies, o ften  a t  a  co st o f  on ly  tran sp o rt 
charges o r  salvage value. T h e  en tire  line from  
W hittier to  Portage is in th is category . T o  w hat 
ex te n t this ty p e  o f  accoun ting  fo r th*  assets u n d e r­
sta tes thetr tru e  value is n o t certa in . For p resent 
day-to-day operational purposes, u  is n o t o f  great 
im portance excep t th a t  it u n d ersta tes  th e  dep re ­
c ia tion  charges and th u s th e  capital reserve require­
m ents. A ny restru ctu rin g  will necessitate  th* id en tifi­
cation  o f ap p ropria te  asset values fo r n te -m tk in g  and 
o th e r purposes.

Table 12 I1
E nd  o f  F iftc il Y u r  F ix td  A im s I

(S in  m illio n i) !1
Dai a .

Land*
Suiiem fi 
Oin*» S tfu rfum

S/Vl

.37
13.23

1 7 0

.37
13.3*

87
13.39

43
13 IS

77 
I t  9«

37 
11 31

a  S K ili i it t  
iauiam uni 
Nenootraiinf

113 1J
as as

M1 69 
aa 93

110 S9 
41.33

109 83 
40 93

107 63 
40 93

107  j c  
36 36

f r tm m i n 3.99 3.93 3.64 3 64 3 44

To!#! State |
N e i l 173 a* 171.34 16* 9* 165 ft* 164 33 139 76

•Only ■ urcntaftflsnfi •»« rnouete m mu n i i u w i S#» Tafiia 9 ion
m a n  ai tfl I M l i
Seuae# Ala### RtiVoae Smtnti#! S la iw v m i 1

--------  1
T h e  lands con tro lled  by th e  railroad are also no t 

included in assets, excep t for those  d irec tly  purchased 
by the  A R R , because m ost o f  th e  land was tran s­
ferred to  th e  railroad a t  no  cost by executive o rder 
o r public  land order.

M onth ly  Financial S ta tem en ts. T he m onth ly  
financial sta tem en ts  are m uch m ore deta iled  m an the 
annusl report*. They provide bo th  *n incom e s ta te ­
m ent and a balance sheet m the sam e fo rm at as the 
annusl re p o rt. However, each line item  is fu n n e r  
broken  dow n in to  relevant details. Conc.-ptualiy, 
th e  tam e  lim ita tions apply  to  these sta tem en ts 
as to  th e  annual reports . This investigation, how ever, 
discovered an  add itional serious lim ita tion : the  
m sb tlity  to  isolate passenger- f r o n  freigh t-sem ce  
costs. W hile revenues are separately re p o n ed . costs 
are separated  in only a few categories. Those th a t are 
recognized ap p ear to  be only a few o f  the sh o n -te rm . 
o u t-o f-pocket costs. T his clearly does no t refiec: *.ne 
full, d irec t co st o f  providing th e  passenger service, 
w hich c o n stitu tes  30  to  40 percent o f all tram  miles 
o perated . Because o f  th e  im portance o f this function  
o f  the  A R R . we a llocated  th e  costa left unasaigned by 
th e  financial sta tem en ts  and present them  la te r in this 
section.

A ro th e r  im p o rtan t d ifference betw een th e  AR R  
and norm al indu stry  reporting  occu*s in the  area o f 
operational sta tistics, w hich allow the  analyst to  
prepare effic iency m easurem ents. While the  annual 
rep o rt co n ta in s lim ited  da ta  on operations, m e  
financial s ta tem en ts have none. Those in the  annual 
rep o rt a r t  n o t equivalent to  those required o f  private 
railroads in th s ir  annual rep o rts to  the  ICC or even to
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m any o f  th o w  p repared  fo r stockholder* . T his area 
rep reren t*  an  im p o r ta n t de fic ien cy  in th a  A R R 'r  
public  reports .

W ith these  ex p lan a tio n s in m in d , i t  i i  ap p ro ­
p ria te  to  look  a t  th *  financial p e rfo rm an ce  o f  th e  
A laaka R a ilroad  d u rin g  th e  past several y * a n .

Financial Performance
T he A laaJu R ailroad  haa ex p erienced  ra th e r  

vaned  financial c trc u m itan c e i over th *  p u t  decade. 
It experienced  to m e  o f  ita beet y e a n  d u n n f  19 7 5  and 
1 97 6  and to m e  o f  ita w o rn  m 1979  and 1980 . T he 
A R R 's  cyclic  p e rfo rm an ce  du rin g  theae y e a n  ia 
re p re ten u c iv e  o f  th e  en tire  financial and o p era tio n a l 
h itio ry  o f  th e  ra ilro ad . It a lto  in d ica te !  th*  sensitiv ity  
o f  th e  ra ilro ad '!  financia l pe rfo rm an ce  to  tra ffic  
c h an c e l w hich  w ould  be co n sid ered  m in o r o n  m o it  
ra ilro ad i.

T ab le  13  ( u m m ir u e i ' th e  in co m e and expense 
p e rfo rm an ce  be tw een  O c to b e r  19 7 5  and S ep tem b er 
1981 . As can be  tee n , revenue* had fa llen  by 197 9  to  
h a lf  th e ir  19 7 6  level; expense* s tab ilised  a fte r  1977 
a n d  rem ained  to  th ro u g h  1980 . T his ind icates th e  
sensitiv ity  o f  th e  p ro fit o r  lo u  to  changes in revenue 
ra th e r  th an  to  cost facto rs. T h is is a basic fa c t fo r  all 
ligh t-density  ra ilroads; th ey  m ust o p e ra te  a t certa in  
m in im um  levels if th e y  are to  han d le  available traffic  
a n d  m ain tain  certa in  o p erab le  levels. T h a t is w h a t has 
o ccurred  o n  th *  A laska R ailroad . T o  re ta in  tra ffic , it- 
h a t  had  to  m ain tain  and o p e ra te  th e  p ro p e rty  a t a 
certa in  level. H ow ever, i t  w ould  co st o n ly  m arginally

Table 13
Revenues a n d  Expenses 
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1978  Revenues and Expenses 
IS in millieml
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m ore to  o p e ra te  a t a c c ru d e ra o ly  h igher level, 
generating  m uch  m ore revenue. T he 1981 results fu r­
th e r  illu stra te  th is p rob lem . As no ted  oeiow . t i e  
co m p o sitio n  o f  costs and revenues provides signi­
fican t insight in to  th e  various cost factors.

T ables 14 , 15, and 16 provide s m ore  d e la te d  
analysis o f  19 7 8 , 1979, and 1980 revenue* *-.s 
expenses d is tr ib u te d  to  freight and passenger :.*-* ,ee 
and to  o th e r  activities. It is im p o rta n t u n o te  
th a t  th e  m eth o d  used by th is analysis deveioos fully 
a llocated  c o s ts .10 T h a t is. th e  m eth o d  siloca tes bo th  
th e  d irec t, sho rt-te rm , ou t-o f-p o ck e t e o s u  and the 
various ty p es  o f  jo in t c o su  and overhead  to  the 
ap p ro p ria te  service. T his e stim a tes th*  resources used 
to  supervise th e  passenger t r im s ' o p e ra tio n  and 
m ain ten an ce , to  m ark e t and ad m in iste r th em , to  
provide th e  increm en tal trac l m ain ten an ce  required  
by th em , to  service and n ip p l)  th em , and to  con tro l 
th e ir  activ ities. I t  should be realized th a t  if the 
paaaenger tram s w ere e lim inated , m any o f  these 
jo in t and  co m m o n  costs w ould r tm s in . How ever, over 
th e  long te rm , it w ould be possible to  elim inate  tnem

l°Wher» the financial u i« m « n u  provided toceific con Brea, 
ouu (such ik pt*A#nifr or fm im  car mainifruncti. irtrt# «»*«• 
u«*d directly rather than btmf allocated
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T ab la 15

1979 R eran  u a t I m V 1 !
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o r  to  d ivert th e  resources th ey  rep resen t to  m ore 
prouuctive  u se s .11

T he an aly su  ind ica tes th a t th e  nonrail activities 
have consisten tly  show n a positive n e t incom e. T he 
freight service has show n a positive cash flow (net 
incom e before  d ed u c tio n  o f  d ep rec ia tio n ) n 1978 
and 1980, b u t 1979  ind ica tes a  S I .0 2  m illion cash 
loss. F o r th e  3 y e a n , th e  to ta l cash gain on  freight 
o p e ra tio n s was $ 2 .4 8  m illion . While th is is n o t 
su ffic ien t to  cover all d e p rec ia u o n 'c h arg e s , it does 
rep resen t an im pressive pe rfo rm an ce , particu larly  
w hen considered  in re la tio n  to  th e  w eak Alaska 
econom y d u n n g  th is p eriod . W ith freight and o th e r  
activ ities com bined , th e  cash flow  is positive fo r 
all 3 y e a n , and  to ta l n e t  incom e is positive (o r  
se ra )  in 1978  and 1980 . T his leaves th e  passenger 
service as th e  principal source  o f  th e  substan tia l losses 
show n in th e  annual reports . Such a resu lt is con­
sisten t w ith  th e  p rob lem s experienced  by o th e r  N o rth  
A m erican railroads d u n n g  th e  post 30  y e a n .

Where A R R  a c teun lia i reeerd i did net specifically allocate 
coeu to  either freight o r paaaenter eereice. they ware eo 
allocated using method! presented by the Interstate Com ­
merce Commission to the extent that the required operating 
statistics were s m is 01*. See Coda o f  Federal fU tu ls tie aa , T itle 
4*. Pan 1242.

T here  are two possible csuscs fo r th r  passenger 
re rv ice 't poor financial situation : excessive expenses 
o r  inadequate  revenues. An exam ination  of the  
various expense categories indicates th a t they  are not 
excessive considering  th e  substantia! p roportion  o f 
th e  operations represen ted  by passenger service. 
Given the  n a tu re  o f  passenger tram  operations, this is 
in fact a substantia l com plim ent to  th e  ARR m anage­
m en t. T h u  resu lt u  confirm ed by com paring the 
AR R  paaaenger service to  th a t o f the Denver and Rio 
G rande W estern (D iR G W ) passenger service for 
com parable p enods. D unng  1978 to  1980. approx­
im ately  th e  sam e n u m b er o f  passenger train miles 
w ere operated  by b o th  railroads. Expenses were aiso 
com parab le ; how ever, th r  D&RGW revenues were 
50  percen t to  100 percen t greater, resulting in & 
significantly sm aller loss a ttn b u ie d  to  passenger 
aervice. A R R  revenues, on the  o th e r  hand, were not 
large enough to be com parable to the  p roportion  of 
to ta l op eratio n s represen ted  by passenger service.

A m ore deta iled  discussion o f the passenger 
prob lem  is con ta ined  in the  follow ing section (C om ­
petitive  and R egulato ry  E nvironm en t). It appears, 
how ever, th a t it w ould be im possible to generate 
enough passenger traffic  to  m ake the net incom e 
from  paatenger op eratio n s positive. This is the  basis , 
o f  a substan tia l long-term  public policy question . It (

Table 16

1980 R iv tn u e t and Expenses 
IS  in millionil

Fisgnt Fsnsngef Oinst Toisi

Revsnue.Teisi S 22 72 9 2 0 1 9 4  09 S3* 59
Osasnng 22.72 3.09 1 93 36 73
Neneettenng 2 16 3 IS
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Older Osevstine 7 47 743
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a  also im p o rtan t to  realize  th a t ,  e x cep t fo r  •  m odest 
dep rec ia tio n  charge against p w n | « r  service, th u  
analysis ha* n o t  in cluded  any  cap ita l cost*.

S ine* it  app*arz th a t freigh t service ii a fairly 
stab le  incom * source *v*n in tco n o m ica ily  depressed 
y « a n , i t  ii u ja fu l to  exam ine  th*  effec ts o f  adding a 
m ajor ad d itio n al long-term  m ovem en t. F o r purpose* 
o f  th u  diacuaaion, i t  ia assum ed th a t  th *  recen tly  
anno u n ced  ponding coal m o v em en t from  H ta ly  to  
Sew ard fo r  e x p o rt n w  ita in itial o p era tio n  in 1980. 
T h e  revised incom e s ta te m en t i* ahown in Table 17 
baaed on  th e  p roposed  8 0 0 ,0 0 0  m etric  to rn  m oving a t 
a  ra w  o f  $ 1 0 .1 0  p e r  to n . O p e ra tio n  expen*** are 
baaed on  d a ta  supplied  by  A R R . and deprec ia tion  
co n *  are  co m p u ted  a t c u rre n t ra tes  baaed on th* 
assum ption  th a t  all new  eq u ip m e n t ia uaed fo r th* 
m ovem en t. F o r th is a n a iy tu , on ly  freigh t and o th e r

T ab le  17

19 8 0  FinarKiai Perfo rm ance  w rth  P o ten tia l 
Coal T raffic
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activ ities are considered . T he changes in p e rfo rm er 
d u e  to  th u  suigle m ovem ent are con u d erao le  . 
overall n e t incom e o f SO becom es a positive S I. 
m illion , and to ta l cash generated  goes from  S3 
million, to  1 5 .3 7  m illion. T h u  clearly  indicates be 
th e  d ep en d en ce  o f a lig n t-denm y railroad on nr.j 
m ovem ent* and , m ore im p o rtan tly , th e  posit: 
effects o f a s u b iu n t is l  traffic  source w ith  long-ter 
proapect*.

Thu*, th e  overall indication  is o f  * p ro p e rty  tr. 
has undergone  substan tia l financial changes over tr  
past 5 years. A lthough  it ha* seen senous d im in u u c  
in th e  vo lum e and ton-m iles o f  avauaoie fret?: 
tra ffic , th ere  has been suffic ien t con tro l o f costs ■ 
m ain tain  an overall positive caih  How each y ear aft 
th *  passenger service u  d ed u cted  from  th e  results 
h igh -rtvenue. m o dera te -cost m ovem ent such as :.-. 
p roposed  fo r  coal could  add stab ility  to  th e  p e rfo rr 
anc*.

Capital Budgets
U nlike p n v a ie  railroads. th»  A la J ta  R a tirs i 

doe* n o t have access to  cap ital Ji car.r.i
borrow  fu n d s fo r eq u ip m en t and c an n o t m ortgage : 
p ro p e rty  to  generate  c a p iu l .  T hese factors m ean tn. 
th e  on<*' m eth o d s o f  o b ta in ing  funds fo r r — :> 
i i r r - ,;v' sent*  a re  th rough  in ternal generation 
da if ■'") charges o r financial surpiusi r 
apt J.> art. I t  also m eans th a t it m ust h 
ciei . p i ts ' to  pay  cash fo r im p ro v e m en ts .1:

t i l e  18 lists th e  cap ital and m ajo r m u : 
U n an ce  expenses be tw een  Ju ly  1975 and Sepien  
b * r l9 8 0  along w ith  th e  source  o f funds. Clear:; 
a b o u t 75  p e rcen t o f  th e  funding cam e from  a o sr: 
p riationa ra th e r th an  from  earnings. As n o ted  in t r  
previous section , it Appears th a t th e  principal reaso 
fo r th is u  th e  negative im pact o f passenger service o 
incom e. I t  also indicates th a t w ith o u t pau en g ?  
service, th *  AR R  w ould have p roduced  57 79 m iilic 
in te rn a l cap ita l be tw een  1973  and 19S0 in steac  :  
th e  S I .2  m illion  actually  available. This w ould  nav 
reduced  th *  necessary  app ro p ria tio n  from  S 1 7 .3  mu 
lion to  S9 .51  m illion , even assum ing th a t n o  m one 
had been  t sta in ed  from  earlier, m ore  p rosperou  
y e a n . C learly , th e  recognition  o f passenger service s 
■ public  good requ iring  public su p p o rt cou ld  have 
m ajo r im p ac t u p o n  th e  ra ilroad 's  cap ita l bucge 
flex ib ility .

l^The tuttil method used by prfvtie m lra id i u> purrnue m
**Mipm#ni m ihroufh Uit "Philtdelpnia Pi«n." m «mcn m 
down peymem is 20 portent o f purthsw price. »n« m. 
bsisne* pud over IS  yvtrs. Bectuu m l equipment offer
eictllen l eeevniy, the interest m e t tre ueuiiiy luotum uii; 
below the pnme rite.
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T ab le  18  ’

Capital and  M a jo r M ain tenance Programs
(S in miHiana)

Uw taao i r r t irra 1*77 m e * Tataf
S-jN m* so. 2 10.1 s a i SO. I SOS tt.OW1 ,a r .«  Tran,

Siruerum 13 2.3 2.1 3.1 4 3 ie.4
leuwrani 1J 0.7 0l3 AS 13.6 i t s
Otnar Srancn P2 a.4» a « 0.3 a s 7.1
Tasal AS M M S I i7.a 4S.I
SurW loanaAparoarat m  * .0 1 3 1 0 1 0 t o 37.3XwraM Unwnei PS 0.1 a a 7J a s 13.S
*1S7S «*»« is-nwatn fou l yaar.
“aa.3 muiiaa far natan ia l — V wW Kumar earn.
Savraa Alaska RaUreaK 1*e0 Arwwaf S « n .

I t  is in c s p iu l  budgeting  th a t th e  Alaska Rail­
road  d iffers th e  m ost financially  from  p m a te  o p e r­
a tions. T h u  d ifference  results from , and is evident in. 
several features o f  th e  budget, including th e  d is tr ib u ­
tio n  am ong ex p en d itu re  ty p es , th e  budget process 
and line item  ju stifica tions, and th e  ty p es o f program s 
included in th e  budget. As n o ted  earlier, m any o f  the  
budgeting objectives, fund  sources, and u tiliza tion  
capabilities d iffer. T hese variations are reflected  in 
th e  docu m en ts them selves.

T he budget ten d s to  be heavily w eighted tow ard  
im proving facilities and light eq u ip m en t ra th e r than  
purchasing rolling stock. In  private  industry , the  
reverse tends to  be  true . T h ere  are th ree  reasons fo r 
th e  d ifference. O ne is th e  ease w ith w hich private 
industry  can  finance eq u ip m en t. T h is ease perm its a 
relatively m odest cash flow to  leverage substan tia l 
a m o u n ts  o f  equ ipm en t purchases, p a rticu larly  when 
used in co n ju n c tio n  w ith reasonable  in te res t ra tes and 
tax  advantages re la ted  to  in te res t, investm ent tax  
c red its , and accelerated  d ep rec ia tion . O bviously, th e  
A R R  c an n o t tak e  advantage o f  any  o f  these. A 
second reason th a t  eq u ip m en t ex p en d itu res  receive 
le u  em phasis, particu larly  in m arginal years, is th a t 
individual item s are so expensive. A locom otive costs 
$7 5 0 ,0 0 0  to  8 9 0 0 ,0 0 0 , w hile  c a n  run  8 4 0 ,0 0 0  to  
850 ,0 0 0  each. T hus, if  an  A R R  budget is c u t by  
FR A , OMB, o r th e  Congress, an ev en t w hich o c c u n  
regularly , i t  is easier to  reduce  th e  size o f  track  
program s th an  eq u ip m en t purchases, since th e  fo rm er 
ten d s to  co m p n se  a large n u m b er o f  sm aller item s and 
personnel requ irem en ts. W ith track  o r  s tru c tu re  
program s, a t  least som e o f  th e  im provem en t can

usually be m ade, b u t an  equ ipm ent acquisition 
program  m ust o ften  be w ritten  o ff entirely  even if a 
p o rtion  o f  th e  funding is no t approved. A third 
reason fo r these budget priorities u  th a t it u  easier to  
repair o ld er equ ipm en t and to  keep it operating than  
it ia to  operate  over track  which has not been p rop­
erly  m aintained. U ltim ately , the differences in 
budget priorities provide fo r physical faculties m ain­
tenance  ui the m anner o f  m ost federal ssencies. but 
th ey  do  no t necessarily respond to  m arx e tp u ce  
influences.

T h e  n ex t d ifference betw een A R R 's budget and 
those o f private capital arises in the  budget devel­
o p m en t process and th e  basis for project selec­
tion  and justification . On private railroads, th e  
p ro jects fo r s  capital im provem ent plsn are developed 
on  th e  basis o f  e ither rate o f re tu rn  o r net present 
value o f  the  proposal. T h e  ability  to  co n tribu te  to  
the  p ro fitab ility  (usually long lerm l o f  the  organi­
zation is the  prim ary e n te ru  o f selection. On the 
A lu k a  R ailroad, this does no t appear to  be stn c tly  
th e  case. AR R  budgeting docum en ts m ust conform  
to  U.S. D epartm en t o f  T ransporta tion  requirem ents. 
These requirem ents rarely reflect a need to operate  
p ro fitab ly . T hus, the  justification  for projects in tne( 
ARR budget is alm ost inevitably based on cos 
m inim ization  c n te n a  o r satisfaction  o f  federal re 
q u irem ents. While cost m inim ization is an im p o rt­
an t p a n  o f  developing in  effic ient operation , it m ay 
o r m ay n o t reflect the  m ost p rofitao le  use o f re­
sources. Such an approach also fails to  consider the 
o p p o n u m ty  c o su  o f  a lternative uses o f capital. 
B etw een the 1978 and 1982 budget requests, th a t o f 
1979 was th e  only one  whicn contained a cost-Oenefit 
analysis and a c o m p u u tio n  o f  internal rate-of-return  
fo r individual projects. In no esse was there  an 
a tte m p t to  estim ate  overall re tu rns for groups o f 
p rojects. T hese overall num bers m ay be consiaerably  
d ifferen t from , the  sum o f individual returns due to 
various pro ject in terdependencies snd  tim ings. It 
should be em phasized th a t th e  m ajority  o f these 
problem s resu lt from th e  requ irem en t th a t th e  ARR 
follow  federal budgeting  procedures ra th e r than  
allowing its m anagem ent to  develop program s, as 
m uch as possible, on  th e  same basis as pnvate  firms.

m

T h e  final d ifference  betw een ARR and pnvate  
budgeting practices u  the type  o f projects incor­
p o ra ted  in to  the  cap ita l budget. The ARP.'s budget 
includes b o th  s in c t  c a p iu l  item s and m ajor m ain­
tenance , w hich w ould be pa rt o f o rd inary  expenses 
u n d e r ICC accounting  rules and w itm n m ost private 
o rganizations. This causes the  incom e requirem ents 
to  b« understa ted . This proolcm  is exacerbated  by
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th e  u n  o f  b e tte rm e n t acco un ting  fo r trac k  s tru c tu re  
At exp lained  e txber. T h* p ro p o rtio n  o f  th*  b u d g e t 
w hich  i t  actually  d evo ted  to  m ain tenance  ra th e r  th an  
to  cap ita l e x p en d itu re s  a  d iff icu lt to  te u m a te  from  
erailab i*  d a ta . H o w t w ,  th *  FY 19 8 2  b u d g e t, a t  th*  
m in im um  level, Kcu tu ch  item s a t  cross-tie  rep lace­
m e n t, S a c k  surfacing , vegetation  co n tro l, e q u ip m en t 
re p a ir  and  refu rb ish ing , and  bu ild ing  repa ir, non*  
o f  whiefa a p p ea r to  b* n o rm al cap ita l i u tn a  O nce 
again, th *  re q u ire m e n t to  co n fo rm  w ith  f t d t n l  
budgeting  ( th u  t in *  co u p led  w ith ra ilroad  b * u * n n * n t 
acco u n tin g ) d isto rt*  th*  financial p ic tu re  o f  th *  
ra ilroad .

T h*  final cap ita l budgeting  item  w hich require* 
review  it th *  q u estio n  o f  d e ferred  m ain ten an ce . A R R  
define* d e ferred  m ain ten an ce  a t:

" . . .  the eeeuaiuUud aaiaunaac*  tk«l weuJd he** te  
ia orCtt ta bnn* Lhe phyacal plant up lo 

the auK ru l condition an t capacity considered Mcnaary 
le  iraa— ntlaia the loeei a t tn<t»i a e t  pdmeagec u ifftc

In  1977 , th *  A R R  eetirnated  deferred  m ain ten an ce  a t 
''8 8 8 .9  m illion , w ith  th u  increasing to  863  m illion  by  

19 8 0 . O f th e  197 7  to ta l, 83 8 .7  m illion was co n sid ­
ered  to  be delayed  cap ita l expenditu re* . >3 T ab le  19  
ih o w i th e  b reak d o w n  o f  th *  1977  to ta l by  fu n c­
tio n a l area. I t  is im p o rta n t to  realize th a t the** areas 
do  n o t  rep re sen t iu tn a  w hich  m ake it  unsafe  o r  
d ifficu lt to  o p e ra te  th *  ra ilroad . The** are  item s 
w hich  rtiould  be p rogram m ed  pro jec ts b u t have had  
im p lem en ta tio n  d e lay ed . I t  if t o t  unusual p rac tice  in 
th *  rail in d u stry  to  a d o p t  th is s tra tegy  w hen revenue* 
a n  n o t  a t  an  a d e q u a te  level. S ince m uch  o f  th*  pt o- 
gram m tng s  o n  a cyclical baais and th e  iu m *  are  long­
term  a sse ts  th e  p rac tice  becom e* c n u c a i  o n ly  w hen it  
i* c o n tin u ed  over an ex ten d ed  period . I t  is a lso possi­
b le  to  “ tra d e "  cap ita l ex p end itu re*  in exchange fo r 
h igher c u rre n t m ain ten an ce  ex p en d itu res. B o th  are  
p a r . o f  th e  s itu a tio n  a t  th e  A R R . T h u  is particu la rly  
tru e  fo r th *  ro ad b ed  an d  tra c k  ca tegory  w here  m any 
o f  th e  charge* a r t  fo r  s u b g n d e  w hich should  be  u p ­
graded  to  e lim in a te  fu tu re  m a in u n a n c e  d em and . 
H ow ever, th *  principal m u l t  o f  n o t perform ing  th e  
w ork  will be  h igher c u rre n t costs, n o t  unsafe  co n d i­
tio n s  o r  m ajo r o p e ra tio n a l p rob lem s. T his ia th*  
n a tu re  o f  m any  o f  A R R 's  problem *, particu la rly  th e  
delayed  cap ital ex p en d itu res , a lth o u g h  a good  deal o f  
th *  tie  renew al ap p ears to  be  tru e  d e ferred  m ain ten -

T hua, i t  ap p ears th a t  w hile  d e ferred  m ain ten an ce

Table 19

D eferred  M aintenance by  Functional A rm  
Cl in m d lion il

flail flelev S 7 3Tie fleocwel 7 5
Cntvn floadOed and Track IS 7Tunned 1 7
Bridges a :Buildmgi a 3
Otfttr Fixed Ficilititt 15 7
Communications 0.9
Equipment 0 a

Total 58.9
Source: A law i fla ilroed FY  1983 Budget Suom ittn  

Documenutipn .

, J Oivre testa , the effect * f  betterment M eeen lin * fo r  Voek ia 
U  mere we the tppenrnt level e t  deferred maintenance. Actu­
a lly . many track-related daferred -m unienaM * itmaa ere de­
layed capital expenditure*.

m ay  b ecom e a long-term  d ifficu lty  if th ere  u i v «  
large tra ffic  increase (m ore th an  th* cu rren tly  ? : 
J e tte d  coal tra ffic ) , it doe* n o t i*cm  to  be i  m it 
c u rre n t p ro b lem . Th* so lu tion  o f  tne  r  -e 
rem ain* d iff ic u lt to  p ro jec t un til th e  ty p e  o f 
s tru c tu re  u n d e r  w hich th u  railroad will be 
can b e  d e te rm in ed . If  s tru c tu red  c o n e , 
p ro jec ted  o rg an isa tio n  m ay provide consi. j 
p o te n tia l to  address th e  problem , c e ru in iy  m ore m s 
th e  p re sen t federa l stru c tu re .

C o m p etitiv e  and R egulatory E nvironm ent

T h *  A laska R ailroad both com petes ana  coo 
• ra te s , w ith A laska m o to r earner* and, th rough  . 
barge co n n ec tio n s, w ith m arine earn ers  operatu* 
be tw een  A laska and th e  U nited S u u s .  Because •«,- 
local fre ig h t e a rn ed  by ARR is u n su itab le  fo r ros 
haulage d u e  to  its bu lk , th* ra ilro td  it re la tively  fr* 
from  local c o m p e titio n . The ex cep tio n s to  th is u  
to m e  p e tro leu m  p ro d u c ts  m ovem en t and the  loc 
T O F C /C O F C  service betw een A nchorage  and Fat 
banks, w hich am o u n ts  to  Isis th an  10 p e rce n t o f  tr. 
to ta l  tra ffic  be tw een  these  tw o p o in ts .

H ow ever, th e re  are num ero u s exam ples o f  loc: 
ta riffs  w hich rep re sen t coopera tive  arrangem ents. 1 
fac t, th e  A n ch o rag e-F tirb an k s T O FC /C O F C  reprr 
sent* on*  such ta riff , while o th e rs  include g n . 
be tw een  D elta  and rail po in ts, p ipe from  Seward : 
A nchorage  to  P rudho*  Bay, e sm e n i from  A n c n o rv  
to  in te n o r  p o in ts , and pe tro leu m  p ro d u c ts  betw een 
varie ty  o f  place*. T able  20 lists several Abu* 
R a ilro ad  ta riffs  w hich include th rough  ra tes involvtr, 
b o th  th e  A laska R ailroad and m o to r c a m e n . Moio 
c am era  also p rov ide  dr ay age services in Anchoragi

C  -
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Table 20

A iaA a R ailroad Tariffs Involving Jo in t 
Rail-M otor R ates

Tertfl r .  b m w Canaanid
aoas-c h w  Ruown. i.C ., and Ak. MaweJraal/mocpe teete
soaa-A Wawievfrpn 4  irnw t Calnwkn 

and a im **
Wetee im l/ iw o r  m e t

3101-K Strum Cnlumbw. Id on*. 
Montane. Orepon N M m fie ii, 
Wyatvun*. end Alaaaa

(UU/wetw/rM/mawr
rates

M t t - l /  U l* t H m ta MeU/mew and 
moter/ra* rant

loteree Alaska hvrlrovd Tarittl 30SVC. X S M .  3101-K. 301S-J.

and Fairbanks fo r th r  railroad. T ib l r  21 provides a 
partial Uit o f  m o to r cam era  involvrd in jo in t arrange­
m ents.

I t  is t h r  in tr r l in r  traffic  w hich brings th r  nil*  
road in to  th r  m oat d ixrct co m p rtitio n  w ith pnvate  
c a m r n .  H o w rvrr, rv rn  h tr* . '.R R  if functioning in 
c o o p rra tio n  w ith o th r r  p n v a tr  firms. The n a tu r t  o f 
t h r  com m odities m oved m akei th r  in terline  cn ffic  
m ore com petitive  th an  th r  local.14 T h r  m arine com ­
p e tito rs  in th u  service are Sei*Land Service and 
T o tem  O cean T n ile r  E xpresi. who o p r n t e  co n ta in er 
ships and roll-on*roll*off trad e r ships, respectively, 
betw een  Puget Sound  ports and A nchorage. Both 
a lto  have th rough  ta n f f  arrangem ents with m o to r 
c a m e n , as well as w ith  th e  railroad.

T he im portance  o f  th is traffic  is in th e  volume* 
avsL’sble and its high value. T he to ta l ' con ta iner, 
trad er, and radcar traffic  th rough  A nchorage and 
W hittier is presen tly  ab o u t 1 ,350 ,000  to n s annually. 
O f th is, th e  radroad  hauls ab o u t 250 .0 0 0  tons. Som e 
o f  th is is n o t sub ject to  a lte rna te  rou tings (like heavy 
m achinery , m any chem icals, heavy stru c tu ra l shapes); 
how ever, m o st could  m ove by any earner.

T he sh ipper’s cho ice  o f earn e r is usuady baaed 
o n  a com bination  o f  p n ee  and service characteristics 
depending  on value o f  cargo and delivery requ ire­
m ents. T he m ost recen t innovation  used to  influence 
m ark e t share was th e  in tro d u c tio n  o f  c o n trac t ra tes 
by th e  railroad. T hese requ ire  th e  sh ipper to  provide a 
certain  m inim um  n u m b er o f carloads m exchange fo r 
certain  long-term  ra te  m axim um s and service guaran­
tees. T his ty p e  o f  ra te  was au thonxed  by federal 
legislation in 1976 and h u  begun to  gain fairly wide

14See "T ram * l u * . "  M l  foe s daacnptiea * f  lb *  com- 
p e li lire  commodKy ly  (ML

accep tance nationally  only in the  last 2 y ean . It h u  
c reated  considerable co n tro v en y  in Alaska, p r in c i ­
pally because o f  its success. It h u  also been the 
sub ject o f  c o u rt action  and a congreuionally  m an­
d a ted  ICC investigation to  determ ine w hether th e  
prices m th e  ra ilroad 's co n tracts are in conform ance 
w ith  s ta tu s  lo ry  requirem ents. Prelim inary results 
ind ica te  th a t  th e  rates exceed the  m inim um  levels 
allow ed by law and are well below m axim um  allow­
able lev e ls .14

I t  is the  In te rs ta te  Com m erce Commission which 
is responsib le for regulation o f the econom ic relations 
o f  th e  various A lu k a  m oto r, rail, and w ater carriers. 
E xecutive  O rder 11107 o f A pnl 25. 1963, placed the 
A lu k a  R ailroad partially  un d er the jurisdiction 
o f  th e  ICC for rate-setting  purposes. There were two 
excep tions w hich have created  d ifficulties in the 
ra ilro ad ’s rela tionsh ip  with us com petito rs, bo th  m 
term s o f m arketing  and in ra te  m aking. These two 
sections provided th a t;

1. "The Secreury . . .  shall allocate . . .  a proper portion ■ 
of Uif capital inveetmeot or Utc railroad to ine 
national public purpowt for which it hid orifinally 
been built." iThva pan of the railroad ! valuation wu 
to be deluded (ram the coau on which ratea were 
baaed.)

S. “ . . . Halve and charges ahall not be daemed lo br
umuat or unreaaorublv by reaaon of failure lo y-eidflH } 
aufficteni revenuti lo cover any amounts for u m w  
hot actually required by law to be pud or provide a 
return on capiul uiveatmant."

Effectively  these tw o  provisions allowed the  railroad 
to  re ta in  m ost o f its rate-m aking freedom . This 
situ a tio n  rem ained bu icaJly  unchanged until 1980 
when p asu g e  o f  the  Staggers Rail A ct (and the  
su b sequen t appropria tion  bill) m andated  an invest)-

14ll should also be noted that the ICC inveetnalion has. for 
the rim  lime, included a coat or capital for the federal inveit- 
ment in the railroad aa a pan of tha baaia for deiermimns me 
bfslny  or ntaa. .

T ab le  21

M otor Carriers Involved in Through Tariffs w ith 
th a  Alaska Railroad

A Lena Weft f  io r*« . Inc.
8>t Stale Mete* l e f i l ,  in*. 
Oriilm* Mvd Hfeiert 
S.-twr Star Termmwa. In c  
Pianiwe T/enuoaeiien Cemoonv 
K a W Tn jctin * Comoanv. Inc. 
Xadte* Oillwid MswMn. In c  
Mualua Fre-wtt Line. In c  
SowroewW la e m a . In c  
Waevee i r e  inert. In c

iau rm  Alaeva hu lreed Tantta 303S A end SOIt-1
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gauon o f th*  A iifk A  R ailroad 's a il-w a te r  ra tes (the  
com petitive interline m o v etcen u i to  determ ine 
w hether they  w ere in conform ance w ith tha  p n m - 
■on* o f  tha act. T h u  reprasen ted  « substantia l changa 
in policy, o n c e  th a  Stagger* A ct con tains vary specific 
p e o n  non* regarding th a  allowable coat basis fo r rate*. 
T ha i ta tu to ry  language o f  th a  A c t m akes it cloar th a t 
th a  railroad ia expected  to  m oot thoca cost-based 
ta riff  requirem ent*, w hich now  form  m uch o f  tha  

i fo r  th a  in terline  ra ta  m aking.1 *

fn rrauon*  o f  th a  Staggers Rail A ct provide th a  
boon  fo r m arketing  and m anagem ent o f  rail tarw ca 
deliveiy. They provvde fo r a good daal o f  la titude  in 
im plem entation ; however, they  do require th a t 
econom ic efficiency be a baoic « “ ad o ra tio n  in 
daeatoping any aervica and pricing package. T hey  
alao place a nu m b er o f m u ic u o n a  on th e  relation- 
ihipa betw een cam era.

Establishing a clear aet o f pricing rulea fo r the  
A laska R ailroad it probably th e  moot im po rtan t 
func tion  o f the  new regulatory  legialauon and th e  
subsequent ICC inveitigation. Theae rulea define an 
area o f  m arketing  flexibility  n o t previously available. 
Theae a u tu to ry  b o u n d t fo r pricing alao allow the 
railroad to  co m pete  m ore freely, end th ey  p ro tec t l i t  
c o m p a n io n  from  predato ry  pricing. However, t t  u  
im po rtan t th a t they  be applied aa outlined  in the  
a ta tu te  if they  are to  be effectively im plem ented. 
A rtificial re ttn c t io n t  on  the  AR R  do n o t appear to  be 
in th e  beet m u ree ta  o f  e ither th e  i ta te , the  A R R 's 
com petitor* , o r  th e  railroad. I f  A latka ia to  develop a 
financially viable tran sp o rt ty n e m , all participants 
m ust becom e active c o m p a n io n  ra th e r than  relying 
on  artificial constrain ts.

1 (Tbe S u i p n  Rail Act o f !  MO w*a trusted fo lio  wun • lone 
period o f  doa tlu fsc lion  with m u lt i  o f  ICC rt fU U lo ry  octiruy 
tad  iu  affect o *  the f l iu M ii l ruh ility  o f  the m l uidueuy. It 
feed been pater d ad 3 m on lh i earlier by the Motor Carrier Act 
e f l*ao which withdrew moat o f  the economic rn u u iio n a  
app lm h le lo  the Irwehiag u d v ry . The (oa la o f  the rail 
act were:

1. “ T o  m m  the railrooda o f  the cation ia rehab iliu iin f
the m l cyttcrn at ardor to m a t  the demaada o f 
io t te eu u  cwnuwefce aad the aa lioaa l defeaaa.

3 . T o  reform  federal ro fa la ta ry  policy w  aa to prawm  
a a f t ,  adaeuata. rooooaoeal. r i fk w a t , aad ftaaa- 
easily wahla m l ayoeaa.

X  T o owiat the m l ryatoeo te m iu  a nahle m the 
prtraie aecuoo o f the eooooaay.

4. T o  prwwde a re fa lo to ry  proeew that h ilio aw  tha 
ooeda o f  camatt, in ip pm . aad the pwhhe.

• .  T o  
rad ry

io the rahahdiutaoo aod fU anang o f  the

T he regulatory environm ent o f the Stagger* A c: 
provides a ta ttin g  for both the com petitive and 
cooperative arrangem ents betw een the Alaska Rail­
road and o th e r carrier*. The whole regulatory struc­
tu re  ia still ui th e  im plem entation stage, and the  
precise sp p lic ttio n  procedure for the new rysteir. ts 
n o t y e t known w ith any degree of e e ru w tv  How­
ever, it ia certain  th a t the new regulations, if imagin­
atively applied by m anagem ent, will provide the  
railroad with considerable o pportun ity  to  improve its 
p rofitability  while sim ultaneously forcing im prove­
m en t m the  quality  o f  m anagem ent data and its use 
They provide a basic frim ew ork  fo r establishing m e 
Alaska Railroad as an integral com petitive segm ent o f 
the  s ta te ’s transport system.

Passenger Service
T he Alaska Railroad provides regular scheduled 

pamenger sem e*  and special passenger trains. There 
a n  tw o  d istinc t parts o f the  scheduled passenger 
service: the  long-distance sennet between Ancnor- 
age and Fairbanks and the specialised shuttle  service 
betw een Portage and W hittier.

T he A nchorage-Fairbanki sennet includes e- 
press trains daily in e ich  d irection with stops o ^ ^  
a t Taikeetna and Denali Park dunng the  s u r n ^ ^  
tou ris t m onths (M ay-Septtm ber). In sddiuon, 
are three  local m ixed trains (passenger snd fra . , . , 1  
c a n )  per week d u n n g  the summer. The local trains 
n o p  ss necessary fo r passengers slong the route snd 
perm it hunter*, fisherm en, and hiker* to reach parts 
o f  Alaska inaccessible by road. The mixed tram s tie  
lim ited by union agreem ents to  a m axim um  of 
twenty-five freight c a n  per train  unless granted a 
special exem ption . T he express trains operate with 
coaches, a dinuig car. a lounge car. i  dom e c v ,  snd s 
baggage car fo r checked luggage. In the w inter, there  
ia m ixed train  paaeenger service once per weex. 
Mixed trains in bo th  sum m er snd w inter have coscnes 
and a d inar fo r pasaenger service. The sum m er crams 
represen t one o f the  m ost salable tourist a ttractions 
in Southcen tral and In terio r Alaska.

A dditional passenger service is offered by the  
A laska Railroad ui th e  fo ra  o f a shuttle tt*in be­
tween Portage and W hittier, a distance of 12.4 miles. 
The train move* au tos, trucks, buses, (with passengers 
allowed to  remain m their vehicles) on special quick- 
loading flat cart and also carries passengers in coacnes 
for th* 35-m m ut* tn p , which includes three-and-one- 
ha if m iles o f  tunnel*.

This shu ttle  train  provide* access to  th e  state 
ferry sem e#  betw een W hittier and Valder and aeceis 
fo r th* private and commercial boat owner* wno 
m oor th eu  craft at W hituer. The railroad is the  omy

#
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m eans o f  overland fran ap o rta tio n  to  and from  
W hittier. T h e  e q u ip m en t o n g in a a *  o u t  o f  A n ch o n g e  
end m i u n i  to  A nchorage « c h  jught. T he d iu ttle  
t n i n  from  Portage to  W hittier p rom dm  a u n m i r  
achedule o f  th ree  ro u n d  trip* th ree  d ay s per week, 
fo u r ro u n d  tripe tw o  daye pe r w eek, and  tw o  to u n d  
tripe on  th a  rem aining tw o day* o f  th e  week. In 
th e  w in ter, th e  d iu tt le  m akee tw o  ro u n d  tripe be­
tw een Portae* and W hittier on  S unday , W ednoeday, 
and Friday, re tu rn ing  to  A nchor*** each night.

T ab le  2 2  indicates th*  to ta l num ber* o f  paasen- 
f e n  earn ed  by th e  Alaaka R ailroad d u n n f  th e  tan 
Cecal y e a n  from  1971 to  1980. Passenger traffic  
hae been increating  a n n ti 'l iy  tinee  1975 . T h e n  w e n  
a b o u t 154 ,000  p aaaen fen  carried in 19 5 3 , m aking it 
th e  h ig h e tt y ear m paaaengtr eenrice or th e  railroad. 
T he paaaengen earn ed  in 1979 reached th e  second 
h ig h ett level (1 5 1 ,0 4 5 ) fo llow ed in 19 8 0  by  a lm ost a* 
m any (1 5 0 ,6 7 8 ).

T ab le  23  r iio w t th e  p a iaan g tr atrv ice in the
la i t  2  y e a n . W hile th e  A n ch o n g r-F a irb an k a  run
• jf f e r r d  a traffic  loss, t h e n  w u  a substan tia l fa in  on 
bo th  th e  P ortag t-W hittier sh u ttle  sn d  special tra u u .
T h e  railroad operate* e a c u n io n  train  sem ce*  fo r
special events such aa th e  A laska S ta te  F a ir m Palm er 
and  tceruc trip* to  Sew ard.

I t  ia im p o rtan t fo r th e  S ta te  o f  A laska and th e  
ra ilroad to  focus on  th e  purpose  and fu n c tio n  o f  the  
p a u e n fe r  service. T h e  S ta ts  has a lready provided 
financial tubaidy to  assist in m eeting to m e  o f  i u  
operational d e fic it and in providing im proved sh u ttle  
atrvice. T he passenger eq u ip m en t now  in service is 
old and will to o n  have to  be robstan tia lly  rehabil­
ita ted  to  co m p ete  in th e  m arketp lcce . T he passenger 
c a n  are, in general, w ell-m aintained, b u t are now  ia

Table 23
A la d u  Railroad Patatnqar Service 

FY 1I7W 1M 0

hrmm i
f e m F Y  1W0 FV  1STTS Own**

Owwu *w«- 
F * ra a M l e s ,tse at j o : -1 1 .5 4

m m *  ISftwnisl I7 J S 7 44 7 X ♦ 1 1
Sm * i 1.164 s. io s ♦ 7 * :

T e U ItO J T * 1*10*5 -  0.1%

Sm * m .  A i m *  A + t r n  A am i H a m m .

need o f  m o d ern isa tio n , including in n alla tio n  o f 
ell-electric h asting  and air conditioning. T he in t e n o n  
have n o t  been refurb ished  excep t fo r upholstery . 
A ccording to  a m em orandum  by AM TRAK evalu­
ating th e  Alaaka R ailroad pasaenger service, diuvd 
N ovem ber 21. 1979 , th r  estim ated  cost to  rehabil­
ita te  paaacnger equ ipm en t w ould be ab o u t S6 million. 
T he railroad, in th* n ex t few years, can keep suffi­
c ien t eq u ip m en t in service, particularly  w ith the 
recen t acquisition  o f tig h t long-distance coaches from 
th *  S ou thern  Railway. In th e  long term , however, 
th e  form , sty le, and m echanical aspects o f  passen­
ger tram  sa m e*  m Alaska m ust be re-evaluated.

I t  should be  clear from  previous portions o f  this 
rep o rt th a t  if th e  S ta te  o f Alaska ia to  have passenger 
tram  te n n e r  on the  A lu k a  R ailroad, it will require a 
substan tia l public operational and capital subsidy. 
T h e  freight and o th e r revenues o f  th e  railroad have, id 
th e  p u t ,  been used u  a subsidy supplem ent to  the  
passenger revenue. T h u  ia know n u  "cross- 
subsidy "—taking freight m c o m t to  pay for passen­
ger operating expenses. How ever, the au tho rs feel 
th a t such cross subsid isa tion  is n o t  m the b e n  in terest 
o f  the  A R R , if th e  n ilro a d  ia to  function  efficiently  
as a b u sm au  enterprise w ith in  the  R a te 's  to ta l trans­
p o rta tio n  system .

In th e  "F in an ces"  section  o f  th u  report, we 
a ttem p ted  to  ascertain  m ore accurately  the  revenue 
and expenses o f  freight and passenger service ipsg* 
20). O ur analysis indicated th a t the  cost o f  passen­
ger service it reasonable when com paring the  num ber 
o f  p a iu n g e r  tra ins operated  to  the  to ta l num ber o f  
tnuns. T herefore, the operationa l c o su  for passenger 
service appear to  be appropria te . T he problem  is that 
th ere  are sim ply an insufficient num ber o f pa isengrri 
to  pay operational costs. Raising fares to  provide rev­
en u e  equal to  such operational costs would reduce 
th e  nu m b er o f passengers served, leading to a con tinu-

Table 22

A l t* *  R ailroad P e sa n q o rt Carried
FY 1A7MM0

F a t*  Yaw P s w ss in

1971 •4,000
1977 102.000
1973 74.000
1974 •4.000
1975 91.000
1976 94.500
1977 103.632
1971 126.277
1979 151.045
1990 150,678

Source. Alaska Railroad records.
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*t>on o f  the defic it.
R evenue end expense* have been eiloceted 

betw een pem cnger and o th er catagone*. T he reau iu  
o f  theae allocattona m ay be found  in Table 24. In 
each o f  th e  peat 3 y e an , paesenger aervic* h a t ihow n 
a  aubaUntial lot* while freight and o th e r  railroad 
service* have rhow n a p m .  Thia ia tru e  even ui the  
light o f  unfavorable econom ic condition* and low 
traffic  volume* d u n n g  the** y e a n . Th* financial 
lota** in passenger aervK* have been suffic ient to  
cauaa th* Alaaka R ailroad to  have an overall loss. 
Thu*, croee tu btid ixation  o f paieen«*r i t m n  by 
freight service clearly ia detrim en tal to  th e  railroad. 
T he subsidy required  fo r each p u M t i | t r  earned  
we* ■* follow*: I9 7 8 -S 3 5 .4 1 ;  1 9 7 9 -5 2 7 .8 7 , 1 9 5 0 -  
534 .57 . .

I t  dvould alao be n o ted  th a t  in thia anaiyii* th* 
p amen te r  aervic* received cred it fo r revenue from  th* 
vehicle* ae well aa th* pa*aen«en hauled on th* 
P o ru p 'W lm u e r  ahu ttle  aervic* and fo r  m ad and 
b e tfa t*  revenue*.

Table 24
Aladia Railroad Revenue end Expenm 

pv  i* 7 *—t*ao 
i*  in
FY 1*71 XV 1*7* FY 1*80

Fe*sen#ee* 
Revenue 
Cam Eaoemes

SI.SO 
S.3S

S I 94
6.17

*2.09
7.80

Getn (Lou) (4.19) (4.211 (S.51I
Fnnht a t* Otftee 

Revenue 
Cam Eipemes

27.44
219 7

Ol o
55 26.90

23.59
Getn (Law) 3.49 1.00 121

Note: Oeereoecion it not included but may be found
in in* i

Souren: Aiadw Rwlrosd repent; Imematt Commerct 
Coneniwaan lnv*tt>*ition; computed bv Inttitute 
ef Social end Economic Rnesrcft, Unrmuty ol 
Alatka, and liven* and Asseoete*. Inc.

P aaeen p r eerricv ia im p o rtan t to  Alaaka. it is a 
service th a t can and ihou ld  be previdad by th*  A R R . 
However, th*  intereata o f  th*  railroad and th* atat* 
would beat be aerved if pam enter frv ifh t t e m c t  
were a ep a n te d  bo th  operationally  and by  coat ac­
counting. In th a t way, paaaenfer aervic* w ould Kill be 
provided u  required and r tq u n ta d ,  b u t w ith th* un> 
d c m a n d in f  th a t th* mrvic* require* public  aubaidy.

RESTRUCTURING ALTERNATIVES

Contra** m ay »oon p u i  legislation for Lhe 
tranafer o f  th* Alaaka Railroad from the Fed e ra l 
Railroad A d m m ta tn tio n , U.S. D epartm ent o f T rans­
p o rta tio n , to  the  S tate o f Alatka. Before tucn a 
tranafar can take place, th# S tate of Alatka m ust 
determ ine the  organizational n m ctu rv  it will ute to  
ow n and operata  th* railroad. T h u  organizational 
a truc tura  will m oat probeoly become the b t tu  Tor 
s ta te  lefialauon.

A po ten tial approach to  the state 's ownership 
and operauon  of th* ARR ui the penod of transition  
ia diacuaaed on pa*et 34 and 35 of th u  report 
("A laaka R ailroad T ran u tio n "). T he purpote o f th u  
section i# to  deaenbe vanout organizational a lte r­
native* fo r th* ita t*  to c o n u d tr  before it te lecu  the  
m oat a p p ro p rta u  organization for the A latka Rail­
road.

E x iftin f Organizational Limitation*
In selecting an appropriate  organization for a 

*tat*-owned ar.d /o r itate-oper*ted A latka R u lro ac . 
policym akers m uat understand the lim iu tio n t o f t~_r 
ex u tin *  organizational ttru c tu re  in order to a , 
perpetuating  them . The** lim iu u o . , 1  u e  t  
deeenbed below:

•  Inab ility  to  O btain A dequate Capital Invest­
m en t Fund*. A lthough the Alaska R a u ro a d . like 
any rail p ro p erty , ia capital inteniive. the  A R R  r.at 
no continuing means for obtaining adequate fur.es 
fo r eaaential capital investment*. All capital l .  ;s  
fo r th e  A latka R ailroad have been obtained o u t o f 
th# revenue generated by the railroad or from  
CongrasaionaJ appropriation*. The railroad is ae= : 
free, which u  advantageous. However, the  funcs 
available from th e  tw o curren t capital sources, 
revenue and appropriations, have been insufficient 
to  m odernize m uch of th r  car fleet and o tn e r 
equ ipm en t including paaaenger can . The process 
fo r obtain ing the  needed capital appropria tions is 
d ifficu lt and usually political, providing the  rail­
road  w ith little  assurance that the required funds 
will be available when neccuary . The funam g 
m echam sm i presently  available also m ake it 
impo«*ible for the  ARR to realistically plan and 
budget m ote  th an  a year ui advance. There is a 
need fo r th* Alaska Railroad to be able to  borrow  
capital investm ent funds and /or to raise sucn 
funds from  a variety  i f  public and private sources.

•  M arketing is D ifficult Because o f C om petitive 
Issue*. As a federal agtncy, the Alaska R auroaa 
face* d ifficu lt m arketing co rdm ons. If the rauroad 
m arkets aggressively, o th er transportation firms 
allege th a t th* reasc.i for the railroad's traff.c

£ - 2 7



U N IV ERS ITY  OF ALASKA . INST ITUTE OF SOCIAL ANO ECONOMIC RESEARCH FAGE 29

au cceu  it public  financial u p  p o rt. On th*  o th e r  
hand, th e  Uck o f  adequate  m arketing  may resu lt in 
tn e  need fo r public  subsidy. T he I n t m t i t e  Com- 
m ere* Com m illio n  (ICC) * u  m andated  by th e  
Staggers Rail A c t o f  1980 to  investigate such 
allegations. T he ICC study  h a i been com pleted  
and found th a t  th e  questioned  ra tes charged by th e  
Alaaka R ailroad are  com p eru ato ry  and do  n o t 
co n stitu te  p red ato ry  pricing, a t was alleged by 
to m e  o f  ita m arine and highw ay com petito rs. 
T he Alaska R ailroad n eed i the  freedom  to  agres- 
lively  m arket its tran sp o rta tio n  services.

•  M anagem ent D oes N o t Have R equired  F lex ib ility . 
A laska 's econom ic activ ity  ia dynam ic, w hich 
m eans th a t rail service needs alao change fre ­
quen tly . U nder its federal agency tu tu a ,  th e  
A laska R ailroad m anagem ent does n o t  have the  
flexibility  requ ired  to  be responsive to  changing 
rail service needs. Even though  th e  railroad has 
en joyed  a certa in  a u to n o m y  th rough  th e  years, 
th e re  a r t  endless federal regulations w hich m ust be 
fo llow ed in th e  transactions o f  daily  business. T he 
A R R  m anagem ent need* flexib ility  in operating  
th e  railroad if  they  are to  m ake it a self-sufficient 
co m ponen t o f A laska's econom y and if  th e  AR R  is 
to  co n trib u te  its full capability  to  A laska 's overall 
developm ent.

•  Em ployees are U nsure o f  T heir Statu* . M ost o f  th e  
em ployees o f  th e  A laska R ailroad belong to  
un ions in add ition  to  being federal agency pe r­
sonnel. T herefore, th e  em ployees a re  uncertain  
w h e th er they  w ork  fo r a r  Iroad o r  fo r  a federal 
agency. In e ffec t, th e  railroad personnel have tw o  
sets o f rules by w hich personnel m atte rs  are 
se ttled , and o ften  th ree  regulation* conflict, caus­
ing confusion  and som etim es ham pering  p erfo rm ­
ance. T hey certain ly  m ake adm in istra tion  o f the  
p ro p e rty  d ifficu lt.

•  Needs fo r Rail Services Have Changed. T h e  En­
abling A ct fo r th e  Alaska R ailroad established as 
prim ary purpose* fo r th e  railroad the  connection  
o f  In te n o r  Alaska w ith open  Pacific O cean harbors 
and th e  (Sim ulation o f  developm ent. T hese  p u r­
poses have e ither been fulfilled o r  are  no  longer 
applicable. T here  has n o t  been a recen t policy 
evaluation  o r a de te rm in a tio n  fo r various aspects o f  
rail sennce in Alaska baaed on th e  change* w hich 
have occurred . These include such changes a t:

1. S ta teh o o d .
2. Energy developm ent in Alaska.
3. Changes ui Alaska p o rts and p o rt develop­

m en t.

4. M arine tran sp o rta tio n  in terface chsnees.
6. R ailroad deregulation and availability o f co n ­

tra c t rates.
6. L e u  reliance on  rail t r a n s i t  for defense 

installations. -
7. Im provem ents in nonrailroad transportation  

in Alaska.

D ue to  these circum stances, the  state  m ust dearly  
de te rm ine  th e  th a t the  Alaska Railroad snouid 
now  play aa p a n  o f th e  Alaaka transporta tion  
system .

•  Alaaka R ailroad is Burdened with Federal Agency 
R equirem ent*. The Alaska R ailroad, ui addition to 
th e  requ irem ents placed on o th e r  com m on earners 
by  federal regulations, m u tt also m eet various 
federal agency requirem ents. Because it u  a federal 
agency, num erous reports are required o f the 
railroad th a t d o  n o t conform  to  railroad practices 
o r  p rocedures. Th* railroad m ust, therefore, spend 
tim e try ing  to  force its operation  in to  a fo rm at 
w hich wa* designed fo r o th er federal agencies^ 
T his results in nonproductive  tim e and uicreas«d| 
d o cu m en ta tio n  e ith e r ui preparing reports o f  no 
significant m anagem ent vmJue, explaining why the  
A lu k r  R ailroad can n o t com ply with federal 
requ irem ents, o r explaining w h it was reported in 
an  a tte m p t to  com ply w ith external dem ands.

•  P rocurem ent is C um bersom e and Slow, The Alaska 
R ailroad m ust follow  federal p rocurem ent regula­
tions. Since th e  Alaaka R ailroad is th e  only ratiroad 
ow ned and o p erated  by th e  federal governm ent, 
th e  equ ipm en t, m aterials, and supplies fo r the 
ra ilroad  are n o t com m on federal agency purchases. 
T h ere  are unnecessary delays ui ob tain ing  essential 
supplies sn d . eq u ip m en t which o ften  lim it the 
ra ilroad 's ability  to  e ith e r an tic ipate  o r react to 
m ark e t o p p o rtu n ities . T he procurem en t process is 
also a  public  process which tends to o red u o e  
n egotia ted  purchases and requires d u ee t casn 
o u tlay s, thereby  uicreasuig th e  costs.

•  Passenger Service ia Subsidised by Freight. R ail­
road  passenger service is m ore o f a social service 
th an  a buainesa. Fares (which could be higher than 
th ey  cu rren tly  are) can n o t be raised sufficiently  to  
cover th e  tru e  co st o f  the service. However, rail 
passenger service is publicly subsidised th ro ugnou t 
th e  U nited S ta tes and the  rest o f the world. Since 
th e  rail freight service is used to subsidize passe . 
ger service ui Alaska, the public has had to provide 
th e  Alaska R ailroad with tax revenues fo r its 
o p era tio n , m ain tenance, and rehabilitation  from
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th a#  to  tim e. Thu accounting ly r u m  on th* 
Alaaka Railroad doe* n o t adequately aeparsU  th* 
freight and passenger c o iu  fo r railroad expenses. 
T here U i  n**d to  separate th *  freight and pisaen- 
t* r  c o m  and to  a llo c a u  th* passenger co«t to  th* 
public  a* a •octal sem e* .

UV
•  Alaaka R ailroad C annot N egotiate So lu tions to  Ha 

Problem*. A* a f*d*rai agency, th*  Alaaka Railroad 
h a t a high d « frt*  o f  public m obility . Thia land* to  
p ro d u d *  th* A R R 'a  negotiating  ao tu iio ru  to  
ita problem s o r taking advantage o f  business 
opportunitiM . In th* p u t ,  th*  railroad ha* been 
abl* to  m ak* certain  b u a in n t decisions w ith o u t th* 
necessity o f  W aahmgton approval. R ecently , 
however, th e n  appears to  bo a  ahtft tow ard  cen tra l­
isa tion  o f decuuon m aking w hich p rev en a  negoti­
ation* fo r buuneia  w ithin Alaaka.

Railroad Perspective: Public Service o r Businas*?

T he hiatory o f th* Alaaka Railroad b e an  o u t thia 
split perspective o f th* ra ilroad , ia i t  public aervic* or 
buaineia? Viewed hiatoncaily  from  a public aervic* 
penp«ctive, th* Alaaka R ailroad ha* been a success. 
I t  h u  generally accom plished iu  public sem e*  
mission by connecting In te rio r Alaaka w ith open 
Pacific Ocean porta. Th* railroad h u  au ia ted  in 
developing th* urban com m unities in w hat h u  been 
called th e  ‘‘R a ilb e lt"  o f  Alaska. Th* ARR serves 
Alaska'* coal Reids; it h u  opened up th e  M atanuaka 
Valley agricultural a r e u :  it h u  fosterod settlem ent o f 
public lands. In add ition , the  A R R  h u  m oved laige 
volumes o f  com m odities to  end from  Alaskan com ­
m unities and betw een them  a t I  reasonable cost. 
P roducts have been m ad* available a t affordable 
transporta tion  costa. T he m ovem ent o f  m ilitary 
personnel and m at* n il by rail h u  aided th e  national 
defense structure . The railroad has olro provided 
passenger trains u  a public service function .

However, th* view o f the  Alaaka R ailroad front 
th e  business perspective h u  b e tn  le u  clear and m ore 
In u ra m te n L  Th* buiuneu  perspective involves 
railroad econom ic* m te u n g  fully allocated  c o su  plus 
a  m u m  on th r  investm ent. T he Alaaka Railroad h u  
generally n o t been * iw oflub l*  buauiem enterprise, 
excep t fo r  a  few year* o f  substantial traffic  resulting 
from  th* w ar o r pipeline co n stru ctio n .

T his d icho tom y betw een public  service and 
business railroad operation  h u  been reflected in th e  
m anagem ent and personnel o f  th e  Alaaka Railroad. 
M arketing o f  th* ra ilroad 's w m c e s , an previously 
m entioned , h u  alao reflected  th is conflict o f  per­
spective. T he m anagem ent decision* which have been 
m ad* on th* railroad have, on  occasion, reflected

both th* public seiYic* and the b u itn cu  perspectives.
Faced with the prospect o f state ownership and 

(or) operation  o f the  A luka  Railroad, th* decision­
makers in the S ta te  o f Alaska must decide wneLher 
the  p roperty  ia to  be governed from a public service 
o r  a buaineu  o n e n u u o n . The long-range implications 
o f  this decision for th r  people o f A lu k a  are signifi­
cant. Much d eb it* , discussion, and careful consider­
ation will be required to  determ ine th u  policy, and 
th* state  m ust also consciously decide wnere to d n w  
th* line betw een the public service and business 
sectors o f  th* enterprise.

On* m ajor im plication of the sta te 's n i lro td  
perspective i* ui th* selection of the  organizational 
a lternative for th* A lu k a  Railroad. The organi­
zational structure  chosen by th* s u te  will n o t assure 
th a t th* railroad will be operated from the per­
spective selected, bu t th* appropriate  organization 
can halp to  facilitate its operation within tn* fram e­
work established by tho S a w  of A lu k a .

Finally, the transfer o f  the  ARR to the s u te  will 
provide Alaska with an opportun ity  to  benefit from  
th e  railroad 's paat experience under federal govern­
m ent operation  and resolve the uncertain ty  and con- 
f lic u  o f  running th* railroad u  a public service versus 
a b u sinau  operation . m

A ssum ptions and Crittria for a State 
Railroad Organization

Th* following assum ptions concerning the rail­
road and iu  relationship to  the s u te  were used 10 
develop th t  criteria and proposals for an organizat.on 
to  operate a state-owned railroad:

1. T he A lu k a  Railroad is to be transferred to  
th e  S ta te  o f Alaska w ithout direct com per- 
u t io n  of th e  federal government, bu t wi-.n 
indirect co su  to the  su t*  for existing liabil­
ities and any requirem enu for capital invest- 
m enu .

2. Th* S u te  o f  Alaska wuhes lo operate  th e  
railroad in th* m ost efficient m anner, m ini­
mizing the  cost to  the  taxpayers o f the su te .

3. The A lu k a  Railroad is an im portant elem ent 
o f  th* R ate 's tran sp o ru tio n  system , and any 
s ta u  investm enu  relating to  iran so o ru tio n  
will be mad* with full recognition o f ir.e 
im portance and interm odai na tu re  o f the 
railroad.

4. T he Alaaka Railroad can and will be reiDon- 
sive to  changing needs and opportun ities for 
tn n ip o r u . io n  services.

5. T he railroad revenues are to be used to 
provide essential rail service, m aintain ar.c

#
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im prove ra il/o sd  p ro p erty , and  m arl opera­
tiona l expenses.

6. T h*  public 's capital m m t n m i i  a n  to  b* 
p ro tec ted .

7. T h* rail service ra tes a n  to  rem ain com pel- 
fthr*.

8. Public railroad operational subsidies a n  to  be 
m inim ized.

9. Rail users i n  to  receive fo o d  sendee, includ- 
in (  adequate  service frequency , an a d e q u e u  
n u m b er o f  c a n , and ap p ro p ria te  car types.

10. T h e  Alaska R ailroad is to  c o o p e n t*  w ith 
th e  s ta te , local g o vem m entt. porta, busi- 
nesses, industries, and o th er tran sp o rta tio n  
m odes w ith in  established policies and legal 
constrain ts.

E stablish inc criteria  de ticned  to  m eet th e  rail 
atrv ice needs o f Alaska will enable th e  s ta le  adm in i­
s tra tio n  and ItfisLaturo to  evaluate th e  organizational 
a lternatives subsequently  described. Each organixa- 
tional s tru c tu re  can be m easured by th a  e x u n i  to  
w hich it satisfies th e  follow ing criteria :

1. A bility  to  ob tain  access to  public and 
private cap ital funds.
Freedom  o f  m anagem ent to  m ake the  
ra ilroad 's  operationa l decisions w ithin 
established policies.
C lear-cut lines o f  m anagem ent responsi­
bility  and accoun tab ility  fo r decisions. 
M arketing freedom  w ith in  tsu b lirh e d  poli­
cies and b u d ie ta ry  constrain ts.
G e a r  decision-m aking a u th o rity  w ith o u t a 
cum bersom e and bureaucratic  process. 
S eparation  o f freigh t and passenger service 
fu n c tio n s and accounting .
A bility  to  efficiently  p rocure  necesaary sup­
plies, eq u ip m en t, services, a n d  m atenais 
w ith in  ap p ropria te  policies and  budgetary  
a u th o rity .
M anagem ent capab ility  to  m ake long-term  
co m m itm en ts  w ith in  established policies. 
M anagem ent freedom  to  negotia te  solu­
tions to  problem s and to  Lake advantage o f  
k i w i  o p p o rtu n ities .
Industrial developm ent capab ility  on 
A laska R ailroad land.
Perform ance-based personnel m anagem ent, 
including th *  d irec t ability  to  hire, fire, 
p ro m o te , tra in , supervise, and d irec t re­
q u ired  railroad em ployes*.
A bility  to  provide financial and o th e r  
Incentives fo r perform ance.

We recognize th a t H m ay n o t be  possible o r

2.

3.

5.

8.
9.

10.

11.
12.

acceptable to  have a state  o rg in iz itio n  which fully 
m eets all o f these c n te n a . However, these criteria are 
im p o rtan t in defining the long-term  objectives for the 
Alaska Railroad. The S u te  o f Alaska m ould seek 
an acceptable organizational structure which will 
enable the  railroad to  operate  u  effectively as pos­
sible w ith in  these areas.

O rganizational A lternatives Considered

W hen we began th u  study, various alternatives 
were considered possible. Am ong these were:

•  Keeping the t u tu s  quo—lettuig th e  ARR con­
tin u e  to  operate  as a federal agency.

•  Allowing the  ARR to  operate  as a federal 
agency corpora tion  like the C onsolidated 
Railroad C orporation  (Conrail) or A tntrak.

•  Selling th e  A R R  to  p n v a te  investors.

How ever, during the early stages o f  this study  th e  fed­
eral governm ent m ade clear iu  in ten tions to divest 
itself n o t  only o f  th* A R R . bu t also o f  Conrail and 
A m trak . which precluded th r  first two alternative!. 
F u rth e r, the  difficulty  a pnvate  investor would have 
in financing th e  m arginally p ro fiu b le  A R R . ui add i­
tion  to  th e  com plex issue o f unresolved land-transfrr 
problem s, effectively precluded the third alternative. 
T hus, there  em erged bu t three rem aining alternatives 
th a t seemed to  offer w orkable o p p ortun ities for t.ne 
A R R . These included th e  sU t* (1 | operating  the ARR 
aa a line agency o f the  s u te ,  (2) operating  it as a s u te  
public co rporation  o r au lh o m y , o r (3) leasing 11 ou t 
fo r operation  by a pnv a te  party . W* exam ine tnese 
th ree  alternatives in th e  following p a rag n p n s.

Three Possible A lternatives 
The Railroad as a S u te  Line Agency

U nder th is .ap p ro ach , th r  s u te  would u k e  title  
to  th e  railroad in a m anner sim ilar to  s u ie  ow nersnip 
o f  such o th er ira n ip o ru tio n  facilities as a irports, the  
M arine Highway S y iU m , and s u t e  hignwsys. H ow ­
ever, w* should no te  th a t the  long-term  availability 
o f  railroad assistance funding from  tne  federal govern­
m en t, e ith e r fo r capital o r operating  purposes, is very 
uncertain . T here  curren tly  e x isu  no tru st fund for 
railroads u  there  is for a irp o ru  o r hignways.

U nder th u  alternative, the Alaska Railroad 
w ould logically be m ade a division or some o th e r unit 
o f  th e  Alaska D epartm ent o f T ransporta tion  and 
Public Facilities. T ie  railroad personnel would 
therefor*  becom e em ployees o f the  s u te  w ith all of 
th e  b e n e fiu  available to  o th er s u te  em ployees.

Policy d irection  fo r the Alaska R ailroad is  a
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sta te  law  M *ncy w ould com * from  th* governor, 
from th* legislature through norm al legislative pro­
cesses, and from  th* com m iw ionw  o f  th* d*parun*nt 
mvoK*4.

Thar* *r» i m n l  advantages to  establishing th* 
Alaaka R ailroad aa a sta te  lin* agency. Th* manage- 
m *nt l in n  of au th o rity  and responaibJity  would b* 
cl*ar. Th* institu tiona l structures and rw o u rea t o f 
th* S ta ta  o f A kuka could b* readily available fo r u m  
on the railroad. Alaaka Railroad employee* would 
hav* th* fringe benefits tn d  o th er advantages o f t u t*  
em ploym ent, including reasonable jo b  p ro tection . 
Sim.* th* railroad already ha* a cadre o f  <xpeh*nc*d 
and trained operational personnel, th* transition  from  
federal agency sta tus to sta te  agency sta tus w ould b* 
easier th in  o th e r  alternatives.

However, there  are also significant disadvantages 
in organising the  railroad aa a s u t e  line agency. T he 
AR R  would e n c o u n u r  m ost o f th e  sam e lim itations 
as a a s t*  agency as it new  does aa a federal agency. 
O ne o f  the  m ost critical lim ita tions w ould be the  
inability  to  ob tain  essential capital investm ent funds 
except by t u t *  appropriations. T h e  com petitive 
issues related to  m arketing, m anagem ent flexibility, 
s u te  agency regulations, procedure* and require­
m ent!; th e  po ten tial fo r even m ore d irec t political 
influence on operational decuiona; and th* public- 
•etv ice-versus-btu ineta-onenuuon questions a n  all 
disadvantages o f  this approach.

While th* u u  agency alternative  should be 
considered, it clearly does n o t m eet m ost o f th e  
criteria established fo r a viable railroad organization. 
If  th e  Alaska R ailroad is to  id e q u a u ly  fulfill i u  
transporta tion  role w ithin i u  technological lim it­
ations, a s u i t  agency organizational struc tu re  i t  th* 
leest desirable o f th e  th ree  a lu m a tiv ea  discussed in 
this report. It would be u n fo rtu n ate  if th* Suu o f 
Alaaka were to  place th e  A laakaR ailroad in an organi- 
ra tional structu re  th a t oerpetuatad  th* lire iu tio n s  o f 
federal sgency statue.

The Railroad as s  S ta te  Rub tic C orporation  
o r A uthority

There are precedent* fo r thia approach, bo th  na­
tionally  and in u m a u o n a lly . Th* West Virginia Rail­
road M ainunance  A uthority  and th* p n tish  Rail C or­
poration , with som e venations, will serve as exam ples.

T he West Virginia Railroad M aintenance Au­
th o rity . T h t  S u u  o f  West Virginia has sines 1975 
ow nsd and operated  a ra ilro a d 17 sim ilar in som e 
ways to  th e  ARR. Th* West Virginia M ainunance  
A uthority  (WVMA) coruuM  o f  seven part-tim e

1 'Th* S 'm  Viituiia A silm ad  am ** M  cwmmtmal paaanetra

m em bers, including th e  governor as an ex-officio 
m em ber. T he o th e r n x  num bers a n  ap p o m u d  by the 
governor, w ith th e  consent o f the s u u  senate, for 
staggered 5-year Urma. Th* au th o m y  selecu iu  own 
officers and cppoints an executive d irector I the chief- 
adm inistrative officer). Th* employees o f the m in o r ­
ity m  West Virginia work for th* s u u  snd tre  non­
union.

T h# WVMA had all the pow eri .leeded to  own 
and o p e ra u  a railroad. These powers include the  abil­
ity  to  plan, carry o u t projects, acquire property , set! 
o r  transfer p roperty , c o n tn c u ,  and sue or be suea. 
T he WVMA m ay m s*  capital vis railroad au thority  
n v e n u *  bonds. I t  may also ic q u ir t  railroad ng.nu tn 
o th er s a te s ,  in  addition, th* au th o rity  has the pow er 
o f  em in en t dom ain.

T h e  railroad experience in West Virginia h is  
been generally niecesaful, and w ith some m odifica­
tion . lessons learned there  m ay be applicable to  
A laska.

Th* British Rail C orporation . Since i u  inception  
in th e  l a u  1940s, B m u h  Rad h u  operated u  a profit- 
o n e n u d  transporta tion  com pany, providing bo to  
freight and paaaenger service. A govemmen* 
po in ted  chMVman and an autonom ous board - 
• c io n  provide general policy fo r running the c 
anon , w ith each d irec to r responsible for a pani«.„.or 
facet o f  th* o p e .au o n  (passenger, m aintenance, capi­
tal investm ent, e tc .) .

British R ail's chief executive is responsible to 
th* board  and th e  chairm an, a t the same tim e serving 
u  a m em ber o f the  board. The principal officers of 
B nttah Rail serve u  the  pleasure o f the Chief E x ec­
utive.

T h* levels and na ture  o f British Rail's passenger 
service are negotiated betw een th e  governm ent and 
the co rp o ra tio n , with the  governm ent paying for pass­
enger aervic* provided.

British R ail's capital investm ent package over­
seen by th* M inuter o f  T ransport includes t  5-year 
plan, th e  first 3 y e a n  of which sue fixed T h u  e su o - 
lishes th *  capital lim iu , w ithin which investm ents 
m ust fall. British Rail can only borrow  througn m e 
governm ent, and m ajor p ro jecu  m ust be reproved by 
th* M in u u r  o f  T ransport.

T h# m inistry  o f T ransport, through iu  Railways 
Division, oversees th* capital investm ent program of 
British Rail. I t also h u  som e safety responsibilities. 
R egulation is n o t institutionalized. The m arketplace 
drives m ost policy decu ions o f  B n tu h  Rail.

**A eopy oI th* Wm Vlremu Miinirnsnr* A u th om y Act » 
on m» st th* Alsu* Duptnmtfli of Transportation snd ?uai.c 
Fstiiioca.

C r Z O - *
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L ike t h t  W tft Virginia R ailrpad A u th o rity , the  
British Rail C orpora tion  o fftr s  a p o ttn U ii organiza­
tiona l m odel fo r th e  Alaska R ailroad. I f  th e  Alaaka 
R ailroad , un d er s ta te  ju risd ic tion , w ere organized u  
an  au th o rity  o r  public  co rp o ra tio n  u n d e r carefully  
w orded Mate legu lation , n o n  o f  the  federal agency 
lim ita tiona cou ld  be rem oved. Properly  established 
u n d e r th u  approach, th e  Alaaka R ailroad could  m eet 
all o f  th e  criteria  previously ou tlined  fo r a f ta te  rail­
road  organization.

T he principal advantages o f  a public  co rp o ra tio n  
o r au th o rity  a lternative  a n  an ability  to  ob ta in  accn e  
to  requ ired  capital funds and freedom  to  m anage and 
o p era te  the  railroad w ith in  policies eetablished by a 
board . M anagem ent can be given flex ib ility  and 
responsib ility  end can also be  held accountab le  for 
iu  decisions. Pasaenger service can be acco u n ted  for 
separately  and n o t subsidized by fn ig h t  service. T he 
s ta te  could  de te rm in e  the  ap p ro p ria te  levels, loca­
tions. and o th e r areas o f  passenger train  service in ac­
co rdance w ith th e ir willingness to  pay fo r the  service 
selected . T he freight rail service could be  m arketed  
and required  to  m eet fully a llocated  co su . Thus, 
u n d er th u  organizational schem e, it m ight be p o u ib le  
to  reach a com prom ise  betw een  th e  public  service and 
business purposes o f  th e  railroad.

A S ta te  R ailroad w ith  Private O perations
A th u d  a lte rna tive  w ould be for th e  S ta te  o f  

A lu k a  to  ow n th e  ra ilroad and co n tra c t w ith p n v a te  
e n ie rp n se  to  provide fo r operations. T he m ain 
d ifference betw een th u  and th e  o th e r  a lternatives u  
th e  o p era tio n  o f  th e  A lu k a  R ailroad by a pnvate  
o rganization .

Several sta tes, such u  S o u th  D akota  and O kla­
hom a, are using th u  approach . T hese s u u s ,  am ong 
o th ers , have experienced ab an d o n m en t o f  significant 
rail line* th a t they  considered  essential to  th e ir 
econom y and tran sp o rta tio n  system s. T hese are using 
sta te  and federal funds to  acquire  and rehab ilita te  
extensive rail lines. T h e  D ep artm en t o f  T ran sp o rta ­
tio n . u  a represen tative  o f  th e  -su te . takes u tle  
to  th e  rail p ro p erty  (usually excluding rolling stock ). 
T he s u t e  th in  se lecu  a pnv a te  ra i'ro ad  w ith  the  
requ ired  m anagem ent ex p en en ce , skills, and in te rest 
in operating  iu  eq u ip m en t over th e  line to  fu m u h  
shippers and receivers w ith rail service. An operating  
agreem ent is nego tia ted  w ith th e  p n v a te  com m on 
e a rn e r for rail service. T h e  o p erationa l lim ita tions o f 
th e  railroad can be  w hatever th e  s u u  and th e  ra ilroad 
agree upon .

T h e  negotia ted  operating  agreem ent can include 
such provisions u  th r  assignm ent o f m a in u n a n ce  
responsib ilities; liabilities: frequency , level, and ty p e

o f  rail service; car supply; revenues; and c o m . T hui, 
all o f  th e  ip p ro p n ite  c n te n a  for a s u u  n iiro id  
organization  can be reflected in the operational 
agreem ent. T h u  can even extend to  the proyuion of 
requ ired  capital.

A m tjo r  advantage of th u  approach is that once 
th e  operating  agreem ent h u  been negotiated, the 
sta te  h u  only a supervisory o r overseer responsioility. 
plus w hatever financial requirem ents have been 
d e term ined  by the  negotiations. T he railroad aper- 
a tio n i can include public service rail requirem ents as 
well u  being perform ance b u e d .

A su b su n tia l d ifficu lty  with this alternative for 
th e  A lu k a  Railroad is th a t  no pnvate  raiiroad earner 
ia operating  w ithin the c u te . T oo . there  is the proo- 
lem  o f  th e  ex u tin g  Alaska Railroad personnel. Vthiie 
th e  p resen t railroad em ployees h iv e  th e  necessary 
know ledge o f  railroad operational peculiarities in 
A lu k a . these are federal agency em ployees, w ith 
long-term  n g h u  ra ther th an  pnvate  em ployees whose 
n g h u  are sub ject to  negotiation . This could present 
such a significant liaoility  to prospective private 
o p erato rs that it m ight be d ifficu lt to  find interested 
parties. T h u  appi isch . therefore, m ay be im practical 
unless th e  responsib ility  for th e  cu rren t Alasxa 
R ailroad personnel u  jusum ed by the  Federal Rail-
road A d m in u tra tio n , while a pnvate earner, w itn ‘. h e ^ H
necessary qualifications, can be i t t r a c u d  as the 
o p era to r. However, no one know s at th u  tim e 
w h e th er o r  n o t such a pnvat* o p era to r exists.

O ne vanation  to  the  alternatives descnoed  above 
is a co n cep t under consideration in Iowa. It is an old 
co n csp t which h u  proved successful in o th e r organi­
zations b u t w hich is new in its sp p licau o n  to  rail­
roading. I t  involves the  us* of a general p a rtn e r and 
lim ited  partnerships.

A lim ited partnersh ip  is i  very flexible in stitu ­
tiona l a n a n g e m in t w hich could p o ten tia lly  a ttrac t 
substan tia l pnvate capital. A m ajor consideration  in 
developing th is 'in stitu tio n a l approach u  th e  desig­
na tion  o f  th e  general partner. In o rder to  legally 
establish  a lim ited  partnership , i t  l e u t  one financially 
responsible general p a rtn e r m ust be found or e su b - 
lu h ed . T h e  S ta te  o f A lu k a  could establish in  organi­
zation  w hich could becom e the general partner for 
th u  ra ilroad  venture. A lthough lim ited partners are 
n o t sub ject to  liability beyond th e ir investm ent in the  
partnersh ip , th ere  is usually no ljm tt to  the liability o f 
th*  general partner.

A lim ited  partnersh ip  u , by law, a non taxab le  
en tity . AU gains o r  losses from  the venture  flow- 
d irec tly  back to  th r  investors (partnersi for tax 
purposes. Partnerships arc thus attractive because 
(1 ) th ere  u  no double  taxa tion  o f incom e u  with

C  -
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corporations in d (2 ) partner* can u i t i  full tax  ad- 
r w iU |i  o f l o v s ,  dep recia tion  allowances, and u u  
credits. Th* ability  to  tali* advantage o f  depre­
c a tio n  allowance* will becom e m ore im p o rtan t if tha  
Reagan A d m in u trau o n 'a  accelerated  deprecia tion  
propoaal ia enacted . I t  w ould ba n e c ta u ry , o f  c o u n e , 
to  exam ine lafa l co n atram tt ia  A laska fo r  public  
m vohretnent ia  lim ited partnerahips. In Iow a, thara  u  
no  apparen t co n stitu tiona l p roh ib ition  against public 
iavohrirmant in such arrangem ents.

I t  m ay ba p o u ib te  in tuch  a lim itad  partnersh ip  
to  a ttra c t rail u aen . businessm en, pn v sta  individuals, 
and A lu k a  Railroad em ployees, am ong o th a n . Thua, 
H would ba advantageous to  t h o u  w ith d irec t rail 
i n ta m u  to  aae th e  A lu k a  R ailroad succeed  u  a 
business venture while offering only lim ited indivi­
dual liability. T he idea and concep t m ay ba w orthy  
o f  fu n h r*  conatderauon.

Ale te a  R a lro ad  T ransition

T ransition Legislation astd Problem s
A t noted  earlier, th a  Federal R ailroad Adm ini- 

t tra tio n (F R A ) h u  da tan n in ad  th a t th e  original 
in ten t o f tha  Enabling A ct fo r e* u b lu h in g  -and 
operating  th a  A lu k a  R ailroad h u  bean m at and 
federal responsibilities discharged. T hus, fo r th e  p u t  
several years, several federal adm inistrations and th r  
D epartm ent o f  T ran sporta tion  have d tic u u e d  divest­
itu re  o f  th e  A lu k a  R ailroad by th e  federal govern­
m ent. However, it h u  only bean since January  1981 
th a t the  decision w u  m ade to  p repare legislation for 
such a divestiture and im plem entation  step* taken.

The FRA h u  shown som e urgency m getting the  
transfer legislation in troduced  and passed. T h u  
urgency results from  a reduction  o f  em ployees in th e  
Federal Railroad A d m in u tra tio n , u  well u  desire to  
c u t the  capital fund request o f th e  Alaska R ailroad. 
FR A 's schedule calls fo r p au in g  th e  legislation th u  
fiscal year. T he legislation proposes th a t th r  S ta ir  
o f  Alaska m eat t h t  transfer co nd itions w ith in  one 
y ear o f  enactm ent o f th a  legislation. T h a  d ra ft 
legislation also provides fo r  transferring  th a  Alaska 
Railroad to  o th er in u ie s te d  parties should th a  S u u  
o f  Alaska n o t m eet th e  co n d itions fo r  tran sfer w ith in  
th is  tim e period.

T he pro p o n d  legislation fu r th e r  em bodies a 
nu m b er o f  diaciirtionary ‘strings'* a ttach ed  to  the  
transfer which v o tild  triable th e  federal governm ent 
to  e tuur* th a t  the  S u u  o f  Alaska ow n and operate  
th e  Alaska Railroad in a m anner com m ensurate  with 
FR A 's preconceived ideas. Fsilu ra  by th e  s u u  to 
conform  U  the  provisions o f  th e  A ct w ould be 
p o u n d s  fo r th e  FRA to  reclaim  th e  railroad w ithin a 
10 -y tar penod . T he ra tionale  fo r th e  continuing

federal in u re s t  in th e  Alaaka Railroad is predicated 
upon  th e  o ffer o f s  n o -con  transfer to the s u u .

In m m m ary , there  are num eroui problem s 
•eeocinted with th e  transfer of the A lu k t  R ailroid 
from  federal to s u u  ownership. Federal transfer 
legislation will likely be passed by Congress oefore 
these problem s have been resolved. The U.S. D epcn- 
m en t o f T ransporta tion  h u  n o t d eu rm m ed  the land, 
th e  structures, the  right-of-way, nor equipm ent to  oe 
Included in th e  transfer. Arrangem ents h ive no t yet 
been m ade to provide for an orden> transfer o f m e 
em ployees from federal agency su tu s . There is no 
organisational fram ew ork e su b lu h ed  wnhin Alasxa 
to  accept th e  ow nership, operation , o r em ployees 
o f  th e  railroad. The FRA u  anxious to relinqutsn 
ow nership, operation , em ployee, and funding respon­
sibilities o f the  A lu k a  Railroad. T h u  couid p o ten ­
tially  result m postponem en t o f m ajor ARR opera­
tional decisions. Such postponem ent could jeopardise 
th e  sm ooth long-range operation o f m e rauroad and 
perhaps result in lost traffic—an event no t in the  best 
in u re s t  o f  A lu k a . In addition, the em ployees are left 
in a s u u  o f “ lim bo ,”  no t knowing for whom th e y _ 
will work, if they  will have a job. how m e transitic  
will occur from  federal em ploym ent, o r wnat napp- 
to  th e  b en efiu  received ss a federal em ployee. T. 
em ployees lack inform ation , and m any o f  their 
questions canno t be sa iufsetonJy  answered a t this 
tim e.

S u u  legislation will probably be required to 
accep t the transfer o f th e  A lu k a  Railroad. The s u te .  
however, h u  m ade no decu ion  on the transfer 
question  o r on the organisational structure  required  
to  own an d /o r operate  m e railroad. The cu rren t 
railroad aaseu, obligations, and liaoilm es have not 
clearly been defined, which leaves the  s u te  wun 
inadequate in form ation  on m e snort- snd long- 
U rm  financial and o th er requirem ents accompanying 
th e  proposed transfer.

The railroad needs to continue ooeration  w ith ­
o u t diaruption , since d isrup tion  would d e trim en u lly  
affect the  s ta te 's  econom y and econom ic develop­
m ent. And th u  would com e when econom ic activity 

. ia quickly  in cn a tin g  .
These are som e o f  the m ore im p o ru n t transi­

tional problem s. U nfortunate ly , these proolem s have 
n o t y e t received th e  a tten tio n  needed to  determ ine 
their full im plications. T im e snd additional efforts are 
required to  provide th e  A lu k a  decuion-m axers w un 
th e  in fo rm ation  necessary to act in the best interest 
o f  th e  s u u .  T he com plexities and ex ten t of these 
transitional problem s are likely to result in lees, 
actions and c o u rt adjudication. A transitional b n d ir  
is needed to f a c t l iu u  m e sm ooth transfer o f tr.r 
A laska R ailroad from  the federal government.
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A/i Orderly Trastsrtion
Even if  w e w u n i  th a t aatizfactory federal 

legislation can b e  d ra fted  and p a tted  by C o n g m t fo r 
the  tram fe r  o f  th e  Alaaka R ailroad from  fed era] to  
sta te  o w n tjih ip , there  will rem ain  a  significant 
p en o d  fo r  tn n a it io n . A long w ith  land, em ployee, 
com petition , an d  various ob liga tion  problem  a. th e  
■ so o th  tn ru d rio n  to  r ta te  ow naralup and o p era tio n  i t  
a  m oat perplexing problem . H ow  th e  tn n a itio n  ia 
handled will have e ith e r a  positive o r ad v en e  im ­
pact—long term  aa well u  abort te r m - o n  th a  railroad 
and ita o p e n tio n a  a* well aa on  th e  S ta te  o f  Alaaka.

Durin< th ia  tran n tio n a l p e n o d , certa in  needa 
D u i t  be m et if th e  railroad ia to  fulfill ita im p o rtan t 
and apecial tran sp o rta tio n  fu n c tio n  in Alaaka. Tbeae 
include th e  need to :

•  C on tinue  th e  freigh t and passenger operation  
o f  th e  A laaka R ailroad.

e  Preserve aa m any p o ten tia l operational and 
organ izational a lternatives fo r th e  t u t e  
aa poaaible.

•  Provide ad eq u a te  legal p ro tec tio n  fo r th e  
A laaka R ailroad th ro u g h o u t th e  transi­
tio n a l p en o d .

•  Provide in terim  p ro tec tio n  and transitional 
aaaiitance fo r the  em ployees o f th e  Alaska 
R ailroad.

•  Provide ad eq u a te  tim e fo r adjudicating  the  
legal Um w  which have been  raised by the

tran sfer question , such u  land title , equip­
m en t and railroad p ro p erty , employee rights 
and benefits; «ru l in g  or pending court cases, 
ra ilroad  agreem ents, contracts, and obli- 
p o o r s .

•  E stablish an orderly process and procedure 
fo r  solving problem s wruch have been identi­
fied o r w hich m ay anae dunng the  transition.

•  Provide th e  tim e req u u ed  for the i u u  adm in­
istration  and the legislature to  consider the 
issues, to  seek solutions to problem s, and to 
deliberate carefully  on  the  im plications of 
each proposed sta te  legislative bill w ithou t 
being faced w ith a stringent schedule and 
a a ia ia-type  atm osphere.

Given th e  general m ood o f  th e  R eagm  A dm inis­
tra tio n  and th e  Congress to reduce federal ex p en d ­
iture* and th e  federal perception  o f  great Alaskan 
w ealth , it ia quite  possible that Alaaka Railroad tran s­
fe r legislation will be paaaed -his year. The S u te  o f 
A laska will probably be faced with th e  need fo r a 
package o f legislation which sets the to n e  and organ i­
zational fram ew ork fo r atate o w n e n h i; of '-he ra ii i  
road  if Congress passes transfer legislation. U n d e "  
these  circum stances, there is a genuine need to  
provide fo r an orderly  transition  from federal to  t u t e  
ow nership. S uffic ien t time m ust be allowed to  work 
o u t th e  m yriad  transitional problem s.
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H O U S E  B I L L  485

I H A V E  I N T R O D U C E D  H B  485 -» A N  A C T  A M E N D I N G  P R O V I S I O N S  

R E L A T I N G  T O  A  S O L I C I T A T I O N  F O R  O F F E R S  T O  P U R C H A S E  O R  O P E R A T E  

T H E  A L A S K A  R A I L R O A D  A N D  P R O V I D I N G  F O R  A N  E F F E C T I V E  D A T E "  T O  

C L A R I F Y  S O M E  Q U E S T I O N S  R E G A R D I N G  T H E  A L A S K A  R A I L R O A D  

C O R P O R A T I O N  ACT.

O N  J U L Y  6, 1984, S C S  C S H B  512 (FIN) W A S  S I G N E D  I N T O  LAW. T H I S  

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

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

O V E R  T H I S  R E S P O N S I B I L I T Y  O N  J A N U A R Y  6, 1985, O N E  D A Y  A F T E R  T H E  

A L A S K A  R A I L R O A D  W A S  T R A N S F E R E D  T O  S T A T E  O W N E R S H I P .

T H E  S T A T E  O F  A L A S K A  P U R C H A S E D  T H E  A L A S K A  R A I L R O A D  F O R  $ 2 2 . 3 

M I L L I O N .  A N  A D D I T I O N A L  $ 1 0.9 M I L L I O N  W A S  A P P R O P R I A T E D  BY T H E  

L E G I S L A T U R E  F O R  O P E R A T I N G  A N D  C A P I T A L  E X P E N S E S .  T H I S  V A L U E  

W A S  D E R I V E D  BY D E T E R M I N I N G :

A. T H E  P R E S E N T  V A L U E  O F  T H E  R A I L R O A D ' S  N O N  O P E R A T I N G  R E A L  

E S T A T E ,  T H I S  W A S  V A L U E D  A T  $ 4 7.8 M I L L I O N

B. T H E  P R E S E N T  V A L U E  O F  C O N T I N U I N G  R A I L  O P E R A T I O N S  B E Y O N D  T E N  

Y E A R S  I N  P E R P E T U I T Y  ( I N C L U D I N G  S T A R T  U P  COSTS)

T H I S  W A S  D E T E R M I N E D  T O  BE A  N E G A T I V E  V A L U E  O F  

$ 2 5 . 5  M I L L I O N .



Q U E S T I O N S  C O N C E R N I N G  T H E  R E V E R S I O N  C L A U S E S  B O T H  I N  T H E  S T A T E  

A N D  F E D E R A L  A C T  O F T E N  A R I S E .

S E C T I O N  610 (a) T I T L E  6 O F  T H E  F E D E R A L  A L A S K A  T R A N S F E R  A C T  

S T A T E S :

I F  W I T H I N  T E N  Y E A R S  A F T E R  T H E  D A T E  O F  T R A N S F E R  T O  T H E  S T A T E  

A N Y  O R  A L L  O F  T H E  R E A L  P R O P E R T Y  T R A N S F E R R E D  T O  T H E  S T A T E  IS 

C O N V E R T E D  T O  A  U S E  T H A T  W O U L D  P R E V E N T  T H E  S T A T E  O W N E D  R A I L R O A D  

F R O M  C O N T I N U I N G  T O  O P E R A T E ,  T H A T  R E A L  P R O P E R T Y  I N C L U D I N G  

P E R M A N E N T  I M P R O V E M E N T S  T O  T H E  P R O P E R T Y  S H A L L  R E V E R T  T O  T H E  

U N I T E D  S T A T E S  G O V E R N M E N T ,  OR, T H E  S T A T E  S H A L L  P A Y  T O  T H E  

U N I T E D  S T A T E S  G O V E R N M E N T  A N  A M O U N T  D E T E R M I N E D  T O  B E  T H E  F A I R  

M A R K E T  V A L U E  O F  T H A T  P R O P E R T Y  A T  T H E  T I M E  O F  C O N V E R S I O N .

I F  W I T H I N  5 Y E A R S  A F T E R  T H E  D A T E  O F  T R A N S F E R  T H E  S T A T E  S E L L S  

O R  T R A N S F E R S  A L L  O R  S U B S T A N T I A L L Y  A L L  S T A T E  O W N E D  R A I L R O A D  T O  

A N  E N T I T Y  O T H E R  T H A N  A N  I N S T R U M E N T A L I T Y  O F  T H E  ST A T E ,  T H E  

P R O C E E D S  F R O M  T H E  S A L E  O R  T R A N S F E R  T H A T  E X C E E D  T H E  C O S T  O F  A N Y  

R E H A B I L I T A T I O N  A N D  I M P R O V E M E N T S  M A D E  BY  T H E  S T A T E  A N D  A N Y  N E T  

L I A B I L I T I E S  I N C U R R E D  BY T H E  STATE, S H A L L  B E  P A I D  I N T O  T H E  

G E N E R A L  F U N D  O F  T H E  T R E A S U R Y  OF  T H E  U N I T E D  S T A T E S .

S E C T I O N  610 - T H E  F E D E R A L  R E V E R S I O N  C L A U S E S  A L S O  P R O V I D E S  F O R  

R E V E R S I O N  R E Q U I R E M E N T S  I F  T H E  S T A T E  D I S C O N T I N U E S  U S E  O F  R I G H T  

O F  W A Y  LAND, O R  L A N D  W H I C H  L I E S  W I T H I N  T H E  B O U N D A R I E S  O F  

D E N A L I  N A T I O N A L  P A R K  O R  T H E  C H U G G A C H  N A T I O N  F O P E S T  B O U N D A R I E S .



T H E S E  A R E  T H E  F E D E R A L  R E V E R S I O N  R E Q U I R E M E N T S .  T H E  A L A S K A  

R A I L R O A D  C O R P O R A T I O N  A C T  SEC. 4 2 . 4 0 . 2 6 0  (B) S T A T E S :  E V E R Y

F I V E  Y E A R S  T H E  A N N U A L  R E P O R T  O F  T H E  A L A S K A  R A I L R O A D  

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

A R R A N G E M E N T S  W H E R E B Y  T H E  C O R P O R A T I O N  M A Y  BE T R A N S F E R R E D  I N T O  

P R I V A T E  O W N E R S H I P .  T H E  A N A L Y S I S  S H A L L  I N C L U D E D  D O C U M E N T A T I O N  

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

T H E  C O R P O R A T I O N  D U R I N G  T H E  L A S T  F I V E  YEARS.

C O M M I T T E E  S U B S T I T U E  H O U S E  B I L L  485 ( T R A N S P O R T A T I O N )  D E L E T E S  

T H E  R E Q U I R E M E N T  F O R  T H E  A N A L Y S I S  T O  I N C L U D E  D O C U M E N T A T I O N  O F  

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

M A N A G E M E N T  H A S  S T A T E D  S E V E R A L  C O R P O R A T I O N S  H A V E  E X P R E S S E D  A N  

I N T E R E S T  IN  P U R C H A S I N G  T H E  A L A S K A  R A I L R O A D .  T O  DATE, N O  

F O R M A L  R E Q U E S T  F O R  P R O P O S A L S  H A V E  B E E N  R E Q U E S T E D  B Y  T H E  

C O R P O R A T I O N .  BY  D E L E T I N G  T H E  R E Q U I R E M E N T  T O  D O C U M E N T  A T  L E A S T  

T H R E E  O F F E R S  T O  S E L L  T H E  C O R P O R A T I O N ,  W E  A R E  O P E N  T O  C O N S I D E R  

A L L  O F F E R S .  I N  O R D E R  T O  D E T E R M I N E  W H E T H E R  O R  N O T  W E  W O U L D  

C O N S I D E R  C E R T A I N  O F F E R S ,  W E  N E E D  T O  K N O W  W H A T  S O R T  O F  O F F E R S  

A R E  O U T  T H E R E .  M A N Y  T I M E S  I N  N E G O T I A T I N G  S U C H  S A L E S  W E  L I M I T  

O U R S E L V E S  T O  A  N A R R O W  C R I T E R I A  W E  F E E L  W E  N E E D  T O  M E E T .  

I N S T E A D ,  T H I S  W O U L D  A L L O W  U S  T O  V I R T U A L L Y  SAY, " B R I N G  A L L  

O F F E R S  Y O U  H A V E  R E C E I V E D  IN  T H E  L A S T  F I V E  Y E A R S  T O  U S  F O R  

C O N S I D E R A T I O N " .  W H I L E  O N E  P A R T I C U L A R  O F F E R  M A Y  N O T  M E E T  S O M E  

O F  T H E  N A R R O W  C R I T E R I A  W E  I N I T I A L L Y  T H O U G H T  W A S  N E C E S S A R Y ,  IT 

M A Y  O F F E R  U S  S E V E R A L  O T H E R  V A L U A B L E  A L T E R N A T I V E S  W E  H A D  N O T  

C O N S I D E R E D .



A S  T H E  A L A S K A  R A I L R O A D  IS A  V A L U A B L E  I N - S T A T E  T R A N S P O R T A T I O N  

M O D E ,  W E  N E E D  T O  N O T  O N L Y  L O O K  A T  T H E  " B O T T O M  L I N E "  B U T  W E  

M U S T  A L S O  L O O K  A T  I N  S T A T E  T R A N S P O R T A T I O N  N E E D S  A N D  

A L T E R N A T I V E S .  W E  M U S T  C O N S I D E R  I F  A N Y  P R O P O S E D  S A L E  IS T R U L Y  

I N  T H E  S T A T E ' S  B E S T  I N T E R E S T  O V E R A L L .  T O  D O  T H I S  W E  N E E D  TO  

E V A L U A T E  A N Y  A N D  A L L  O F F E R S ,  A N D  W E I G H  T H E  A D V A N T A G E S  A N D  

D I S A D V A N T A G E S  I N  A L L  A R E A S .

H O U S E  B I L L  4 8 5  P R O V I D E S  U S  T H I S  O P P O R T U N I T Y .  T H E  O R I G I N A L  

T R A N S F E R  A C T  R E Q U I R E S  A N  A N A L Y S I S  F O R  P O T E N T I A L  S A L E  

A R R A N G E M E N T S  T O  BE  C O N S I D E R E D  W I T H I N  5 Y E A R S  O F  T H E  T R A N S F E R  

DATE. H O U S E  B I L L  485 E S S E N T I A L L Y  B R O A D E N S  T H E  L A N G U A G E  T O  

A L L O W  U S  T O  C O N S I D E R  A L L  O F F E R S  R E C E I V E D  W I T H I N  T H E  F I V E  Y E A R  

P E R IOD.

I F E E L  T H I S  W I L L  E N A B L E  U S  TO  P R O P E R L Y  E V A L U A T E  P O T E N T I A L  S A L E  

O F F E R S  I N  A L L  A R E A S  A N D  T H U S  M A K E  A  D E I C I S I O N  T H A T  IS I N  T H E  

S T A T E ' S  B E S T  T R A N S P O R T A T I O N  A N D  F I N A N C I A L  I N T E R E S T S

T H A N K  Y O U  F O R  L I S T E N I N G .  I U R G E  Y O U R  S U P P O R T  O F  H B  485.



P R O P O S A L  TO S E L L  A K  R A IL R O A D
(A) ASSET  APPRAISAL ?< INVENTORY

1-Land
2-Equi pment
3 - F a c i 1 i ti es
4-Other Assets

(B) C O S T ING A N A L Y S I S  BY TYPE OF S E R V I C E S

1-Frei ght
2-Coal (local ?< export)
3-Gravel
4 -Petroleum
5-F'i pe
6 - TOFC-COFC
7 -Int erline
B-Passenger (Anch.- F a i r b a n k s ,W h i t t i e r ,S eward S< Charters)

(C) DET AILED M A R K E T I N G  PLAN

1-Frei ght
2-Passe nger
3-Real Estate
4-Other

(D) LO NG-R A N G E  P R O F I T A B I L I T Y  ANALYSIS

1-Pro-Forma Financ i a l s
2-Real Estate Potential

(E) MODELS FOR F I N A N C I N G  PURHASE

1— Hiring o-f an Invistment Banker

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

(G) D E VE LOP R E P L A C E M E N T  COST DATA

1-Land
2-Equi pment
3 - F a c i 1 i ti es

(H) R I S K  MANAGEME NT ANALYSIS

(I) STATUS OF TITLE TRANSFER

1-Outstanding Issues ( Federal Transfer Act )
2 - N a tive Claims

<J> A N A LYSIS OF LEGAL CLAIMS



(K) A N A LYSIS OF LABOR C O N T R A C T S

1-Impact of Federal Transfer Act
2 - Retireme nt B e n i f i t s  (Federal ?< Corporation)
3-What kind of e m p l o y e e  protection

(L) D E T E R M I N E  TYPE OF SALE (ANALYSIS)

1-Whole
2-Part
3-Comb i nat i on

(M) DETER M I N E  S T R U C T U R E  OF SALE (ANALYSIS)

1-Lease
2-Lease / Purchase
3 -0utright P u r c h a s e
4-What S e r vices To Be Retained

(N) I DENTIFICATI ON OF P R O S P E C T I V E  BUYERS

P R E P A R E D  F O R  H O U S E  T R A N S PORT ATION COMMI T T E E

H.B.4S5

2 - 2 4 — SS / G . D.VA LINSKE



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

D A T E :

T h e   T r a n s p o r t a t i o n  C o m m i t t e e  h a s  c o n s i d e r e d  H B  485__________

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

R E C O M M E N D S :

[ \/\ r e p l a c e  w i t h  C.S b\&> (7rsp>)

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

[ i/f d o  p a s s  

[ ] d o  -n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n
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F O R  A L L  M E M B E R S  ON T H E  H O U S E

F A C T  S H E E T  - B E T T E  C A T O  *

H O U S E  B I L L  NO. 485

An  A c t  A m e n d i n g  P r o v i s i o n s  R e l a t i n g  to a S o l i c i t a t i o n  for 
O f f e r s  To P u r c h a s e  or  O p e r a t e  t h e  A l a s k a  R a i l r o a d ;  and 
P r o v i d i n g  for A n  E f f e c t i v e  Date.

1. W H A T  T H I S  B I L L  DOES.

H B  485 d e l e t e s  t h e  s e c o n d  s e n t e n c e  o f  AS 4 2 . 4 0 . 2 6 0  (b) 
w h i c h  is p a r t  o f  t h e  1984 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 c t  
( " A R C A " ) . A l t h o u g h  e v e r y  f i v e  y e a r s  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n ' s  ( " A R R C " ) a n n u a l  r e p o r t  w o u l d  c o n t i n u e  to 
a n a l y z e  p o t e n t i a l  s a l e s  a r r a n g e m e n t s  to p r i v a t e  o w n e r s ,  it 
w o u l d  not be  r e q u i r e d  t o  d o c u m e n t  at l e a s t  t h r e e  o f f e r s  to 
sell its a s s e t s  d u r i n g  t h e  same p e r i o d  o f  time. T h i s  
p r o v i s i o n  o f  t h e  c u r r e n t  l a w  w o u l d  be r e p e a l e d .

2. IS T H I S  L E G I S L A T I O N  R E A L L Y  N E C E S S A R Y ?

Yes. W h e n  the S t a t e  p u r c h a s e d  t h e  A l a s k a  R a i l r o a d  in 
J a n u a r y ,  1985, i t  a g r e e d  to m a n y  sa l e  t e r m s .  T h o s e  t e r m s  
i n c l u d e d  a p r o v i s i o n  in t h e  f e d e r a l  A l a s k a  R a i l r o a d  T r a n s f e r  
A c t  ("ARTA") w h i c h  r e q u i r e s  t h e  S t a t e  t o  t u r n  o v e r  a n y  
p r o f i t s  o f  a s u b s e q u e n t  sa l e  to t h e  U n i t e d  S t a t e s ,  if t h e  
s a l e  o c c u r s  w i t h i n  t h e  f i r s t  five y e a r s  o f  S t a t e  o w n e r s h i p .  
T h i s  p e r i o d  e n d s  on  J a n u a r y  5, 1990. D e s p i t e  t h i s  o n e r o u s  
p e n a l t y ,  S t a t e  l a w  p r e s e n t l y  r e q u i r e s  A R R C  to m a k e  a t t e m p t s  
to  sell a l l  o r  p a r t  o f  i t s  a s s e t s  d u r i n g  t h e  s a m e  p e r i o d  of  
time! S i n c e  it is e x t r e m e l y  u n l i k e l y  t h a t  the l e g i s l a t u r e  
w o u l d  a p p r o v e  a n  e a r l y  s a l e  u n d e r  t h e s e  c i r c u m s t a n c e s ,  the 
h u g e  a n d  p r o b a b l y  u n n e c e s s a r y  c o s t  r e l a t e d  to r e s e a r c h i n g ,  
p r e p a r i n g ,  s o l i c i t i n g ,  a n d  n e g o t i a t i n g  m e a n i n g f u l  sale 
a r r a n g e m e n t s  s h o u l d  b e  a v o i d e d  b y  r e p e a l i n g  t h i s  p o r t i o n  of 
A S  4 2 . 4 0 . 2 6 0  (b).

3. W I L L  T H I S  M O D I F I C A T I O N  P R E V E N T  S A L E  O F  T H E  R A I L R O A D  OR  
D I S C O U R A G E  A C T I V E  S O L I C I T A T I O N  A N D  C O N S I D E R A T I O N  OF S A L E S  
P O S S I B I L I T I E S ?

No. A R C A ' s  s e c t i o n  940 w i l l  r e m a i n  u n c h a n g e d .  It 
p e r m i t s  the g o v e r n o r  to s e l l  o r  l e a s e  t h e  A l a s k a  R a i l r o a d  
u n d e r  c e r t a i n  c o n d i t i o n s  a t  a n y  t ime. A  s a l e  m u s t  be 
a p p r o v e d  by  the l e g i s l a t u r e .  In a d d i t i o n ,  t h e  m o d i f i c a t i o n  
w i l l  n o t  e l i m i n a t e  t h e  l e g i s l a t u r e ' s  o r i g i n a l  d e s i r e  t h a t  
A R R C  p u r s u e  a d i s p o s a l  o f  its a s s e t s .  E v e r y  five years, the 
c o r p o r a t i o n  w i l l  c o n t i n u e  to a n a l y z e  t r a n s f e r  o p p o r t u n i t i e s  
for the l e g i s l a t u r e ' s  c o n s i d e r a t i o n .
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4. IS A  M O D I F I C A T I O N  W H I C H  S I M P L Y  E X T E N D S  T H E  T I M E  P E R I O D  
F O R  S O L I C I T A T I O N  OF  S A L E S  O F F E R S  A  M O R E  A T T R A C T I V E  
A L T E R N A T I V E ?

No. A l t h o u g h  t h e  A R T A  e a r l y  s a l e s  p e n a l t y  c a n  
c e r t a i n l y  be a v o i d e d  b y  e x t e n d i n g  t h e  f i r s t  d e a d l i n e  for 
s o l i c i t a t i o n  o f  s a l e s  o f f e r s  b y  A R R C  b e y o n d  J a n u a r y ,  1990, 
t o t a l  r e p e a l  o f  t h e  " t h r e e  o f f e r s "  r e q u i r e m e n t  is p r e f e r a b l e  
to c o n t i n u i n g  a n  a r t i f i c i a l  a n d  w a s t e f u l  s t i m u l u s  to s a l e s  
e f f o r t s .  I n s t e a d ,  p o t e n t i a l  s a l e s  a r r a n g e m e n t s  s h o u l d  be 
i n i t i a t e d  b y  m a r k e t  o p p o r t u n i t i e s  a n d  S t a t e  n e e d s .  S a l e s  
p r o f i t s  s h o u l d  n o t  b e  n e e d l e s s l y  d i m i n i s h e d  b y  h u g e  c o s t s  
r e l a t e d  t o  p r e m a t u r e  s a l e s  p r e p a r a t i o n s .  A d d i t i o n a l l y ,  in 
the i n t e r e s t  o f  e c o n o m y ,  e f f i c i e n c y ,  and f a i r n e s s  to t h o s e  
i n v o l v e d ,  o n l y  t h o s e  o f f e r s  w h i c h  w i l l  c l e a r l y  s e r v e  S t a t e  
n e e d s  a n d  f u l f i l l  its e x p e c t a t i o n s  s h o u l d  b e  s o l i c i t e d .  
U n l e s s  HB  485 is p a s s e d ,  t h e  r a i l r o a d  w i l l  b e  r e q u i r e d  to 
m e c h a n i c a l l y  s o l i c i t  d i s p o s a l  o f f e r s  b e f o r e  t h e  S t a t e  has 
h a d  an o p p o r t u n i t y  to c o n s i d e r  w h a t  l o n g - t e r m  r a i l r o a d  
o p e r a t i o n s  a n d  o p e r a t i o n a l  a l t e r n a t i v e s  w i l l  b e s t  s e r v e  its 
needs. D i r e c t i o n  m u s t  b e  p r o v i d e d  to  t h o s e  i n v o l v e d  in t h e  
d i s p o s a l  p r o c e s s  e x p l a i n i n g  h o w  the r a i l r o a d  w i l l  b e  
o p e r a t e d  a n d  u n d e r  w h a t  t e r m s  a n d  c o n d i t i o n s  it w i l l  b e  
sold. M u c h  t i m e ,  m o n e y ,  a n d  e f f o r t  w i l l  b e  e x p e n d e d  in  the 
i n v e n t o r y  and e v a l u a t i o n  o f  r a i l r o a d  a s s e t s  a n d  o p e r a t i o n s ,  
a n a l y s i s  o f  p r o f i t a b i l i t y  p r o j e c t i o n s ,  s e l e c t i o n  o f  s ales 
a l t e r n a t i v e s  a n d  t e r m s ,  i d e n t i f i c a t i o n  o f  a c c e p t a b l e  b u y e r s  
and t h e i r  q u a l i f i c a t i o n s ,  a n d  n e g o t i a t i o n  o f  o p e r a t i n g  
r e s t r a i n t s  a n d  c o n d i t i o n s .
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