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ALASKA RA ILROAD c o rp o ra tio n

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

VIA THLBCOPIBR 

April 23, 1987

Honorable Lloyd Jones, Chairman 
Senate Transportation Committee 
P.O. Box V. Room 15 
Juneau, Alaska 99811

Re: SB No. 240, An Act Suspending Requirements for Reports

Dear Senator Jones,

Thank you for providing this opportunity for the Alaska 
Railroad Corporation ("ARRC") to comment on SB No. 240. As you 
know, the bill proposes to amend the Alaska Railroad 
Corporation Act and will require that the first analysis and 
documentation of potential railroad sale arrangements appear in 
the corporation's annual report for fiscal year 1994.

For the reasons stated in enclosed position paper, we strongly 
support this legislation. Should the railroad be sold, delay 
of mandatory sale arrangements beyond 1990 will avoid federal 
legal requirements that sale profits be paid to the United 
States. This action will clearly serve the State's best 
interests.

Unfortunately, Frank Turpin is on the line this week meeting 
with employees to discuss various aspects of new labor 
agreements. However, I know that he would v;ant me to extend 
his personal greetings and to thank you for your active 
consideration of this important legislation.

on Arrangements and Offers to Sell the Alaska Railroad

Lurry D. Wood 
General Counsel

cc: F. G. Turpin
President and Chief Bxecutive Officer

4112L
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SENATE BILL NO. 240

AN ACT SUSPENDING REQUIREMENTS POR REPORTS 
ON ARRANGBMBNTS AND OPPBRS TO SBLL THE 

ALASKA RAILROAD

I. INTRODUCTION

SB No. 240 proposes that the first analysis and 
documentation . required under AS 42.40.260(b) (part of the 
Alaska Railroad Corporation Act ("ARCA")) be included in the 
corporation's annual report for fiscal year 1994.

• The Alaska Railroad Corporation ("ARRC") strongly supports 
this legislation.

II. DISCUSSION

When the State of Alaska purchased the Alaska Railroad in 
January, 1985, it agreed to many sale terms. These terms 
include a provision in the federal Alaska Railroad Transfer Act 
("ARTA") which requires the State to turn over any profits of a 
subsequent sale or transfer of the railroad to the United 
States, if the sale occurs within the first five years of state 
ownership. 45 USC S 1209(e). This period expires on January- 
5, 1990.

In the face of this restriction, ARCA presently requires 
ARRC to include in its annual report an analysis of potential
arrangements to sell the railroad every five years, including
documentation of at least three offers to sell the railroad. 
These offers must be bona fide attempts by the state-owned 
railroad to sell all or part of its assets and operations.

The combination of ARTA's requirement that the State turn 
over any profits to the federal government if the railroad is 
sold before January 5, 1990, and the great cost of researching, 
preparing, soliciting, and negotiating meaningful sale offers 
does justify delay of ARCA's mandate that sale offers be
solicited by ARRC before 1990. This will be simply 
accomplished by SB No. 240.

The bill extends the due date for the first analysis of 
potential sale arrangements to fiscal year 1994 which is
outside the federal protection period. This action will 
guarantee that the State will properly enjoy the entire
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proceeds o£ any sale or transfer of the line. This 
modification of ARCA will clearly serve the S t a t e ’s best
interests. In addition, the State-owned railroad will be 
allowed sufficient time following the end of this first 
five-year period to meaningfully research, prepare, and
negotiate sale offers and terms. The growing number of recent 
disposals of short lines Outside emphasizes that such 
transactions are extremely complex and require a substantial 
investment of time and money.

Finally, although out-of-pocket expenses associated with
any sale of the railroad may be deducted from sale proceeds 
which roust be paid to the United States, there is less 
certainty about the deductibility of sale costs directly 
attributed to hundreds of hours of State and Railroad staff 
time. In light of that uncertainty, it is most prudent to 
delay such activities until all costs associated with the 
State's disposal of the railroad can be fully realized by its 
sale.

III. CONCLUSION

ARRC views SB 240 as an important modification of the 
Alaska Railroad Corporation Act and urges that it be favorably 
considered.

4114L
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Senate Transportation C o m m i t t e e

MEMORANDUM

TO: The Senate Transportation Committee

FROM: Senate Transportation Committee Staff

DATE: April 23, 1987

SUBJECT: Senate Bill 240, suspending requirements for reports on
arrangements and offers to sell the Alaska Railroad.

Y  v. -•
■v t

This bill is the result of the Senate Transportation Committee's 
expressed interest in delaying the requirement that the first 
analysis and documentation of potential railroad sale arrangements 
appear in the corporation's annual report for fiscal year 1994.

The bill extends the due date for the first analysis of potential 
sale arrangements to fiscal year 1994 which is outside the federal 
protection period. This action will guarantee that the State will 
receive the entire proceeds of any sale or transfer of the line. 
This modification of ARCA will serve the State's best interests.
In addition, the.Alaska Railroad will be  allowed sufficient time 
following the end-of:'this first fi^e-year period to meaningfully 
research, prepare, and negotiate sale offers and terras. The 
growing n u m b e r o f y r e c e n t  disposals of short lines Outside 
emphasizes f  hat^duchyVtransactions are extremely complex and 
■ require-'a substantial.Investment o f : time and money.

Finally, although'out-of-pocket expenses associated with any sale 
of the railroadCinay..-be‘deducted-from sale proceeds which mu st be 

' paid to the :United ‘States, 'there :-is .' less certainty, , about the 
deductibility of- sale' costs directly - attributed to hundreds of 

. hours' of S fate •'•and (Railroad .staff teime.: In light -of that uncertain- 
t y ,.< it ..seems most ■ prudent to delay such activities until; a l l . costs 

^.associated' with the state's'.disposal, of the railroad can be  fully 

•r *’ realized by its sale. <   ' *; “ • '' %




