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March 21, 1988
TO: Senator Mitch Abood
FROM: Representative Bette Cato

SUBJECT: CSHB 349

I have spoken with Senator Coghill®s office and Representative
Menard®s office regarding CSHB 349.

I feel the following changes will address all the concerns and
requests discussed during the recent Senate State Affairs
Committee meeting.

Page 2 - Line 7 1s amended to read
(7) one member shall be a resident of Fairbanks.
[North Star Borough]

Page 2 - Line 9 add:
(@ one member shall be a resident of the
communities between Summit Station and Dunbar
Station on the Alaska Railroad.

Essentially, we are adding two new members to the current five
members appointed by the governor. Of these seven members,
five would have community designated seats.

I would be happy to provide you with additional information
should you so desire. Thank you for considering CSHB 349.






>5

ALASKA RAl LROAD corporation

- = /9,J.
P.O. Box 7-2111 » Anchorage, Alaska 99510-7069 n Q L}
January 19, 1988
Honorable Bette Cato, Chairman
Transportation Committee
House of Representatives
P.0. Box V
Juneau, Alaska 99811
Re: House Bill No. 349, An Act Increasing the Membership
on the Board of Directors of the Alaska Railroad

Corporation

Thank you for this opportunity to express our comments on HB 47

which proposes to add two additional directors to the Alaska
Railroad Corporation ("ARRC'™) board.

We"ve carefully reviewed the bill and enclose our position
paper and fiscal note.

Although we do njt oppose this legislation, we respectfully
request that consideration be given to adding one, not two,
additional board members. As our paper explains, we fear that
at nine members our board will become too largeland unwieldly.
By also changing the number of affirmative votes needed for
board action from four to Tfive, the problem with tie votes as
you and | discussed some time ago will be avoided. This

reduction of proposed appointees will also reduce our projected
costs by half.

We"ve asked our legislative representative, Rick Urion, to
attend tomorrow®"s hearing. Should questions or comments arise
concerning our proposal which Rick cannot field, we will stand
by here to supplement his responses.

Thank you very much.

Sincerely,

F. G. Turpin

President f CEO

CC: House Transportation Committee
James 0. Campbell, Chairman, ARRC Board of Directors
Rick Urion

5820L



January 19,1988

HOUSE BILL NO. 349

An Act Increasing the Membership on the
Board of Directors of the Alaska Railroad Corporation

I. Introduction

HB 349 proposes to add two members to the Alaska Railroad
Corporation ("ARRC"™) Board of Directors, one from Seward and
one Tfrom Fairbanks- The legislation 1is intended to provide
additional representation for railbelt communities on the ARRC
board. Although ARRC does not oppose HB 349, we respectfully
request that consideration be given to adding one, not two,
additional directors to the ARRC board.

Raillroad Corporation

Il. Discussion

The powers of the Alaska Railroad Corporation are vested 1n
its board of directors. To i1nsure local control of the
railroad’s important transportation and governmental functions,
ARRC"s enabling legislation directs that the seven member panel
primarily consist of Alaskan residents. The legislation
envisions that the board collectively contain a wide range of
skills and experience, including railroad management, business,
and labor expertise. In addition, each judicial district
directly served by the Alaska Railroad must be .represented on
the board. This provision ensures that railbelt representation
will be broad based.

/ Alaska

Nonetheless, concern has been raised that the current board
does not include a Seward resident. ARRC and Seward community
interests have been commercially, geographically, and
financially intertwined for many  years. Despite the
participation of 1ts representative on ARRC"s Community
Briefing Council which meets to consider railroad/railbelt
concerns and common interests, Seward leaders have requested a
permanent Seward seat on the ARRC board.

PAPER

ARRC does not oppose a modification of the Alaska Filroad
Corporation Act ("ARCA™) which would provide smaller port
communities in the railbelt a common representative on 1its
Board of Directors. However, we request that HB 349 be amended
as follows;

(7) one member shall be a resident of Seward™ [.]
Whittier, or Nenana.

This modification would allow other port communities located in
the railbelt such as Whittier an opportunity to suggest
residents for appointment.

'OSITION



ARRC Position Paper
House Bill No. 349
January 19; 1988

Page 2

We also request that subsection (6) be deleted. The
provision would require that one board member be a resident of
Fairbanks. The Fairbanks community 1is assured adequate

representation by an existing provision which requires that all
judicial districts served by the Alaska Railroad be
represented. For example, Director Frank Chapados 1s a
resident of that Interior city. We fear that at nine members
the ARRC board will become too large and unwieldly. An
attached fiscal note also demonstrates that the projected costs
of two additional board members is $25,400. These are not

insignificant costs which can be reduced by half by amending
the bill.

Without other ARCA modifications, a board of eight
directors would find themselves at an 1impasse when tie votes

prevent i1t from taking action. However, A.S. 42.40.160(b)
provides that "(f)our affirmative votes are required for board
action.” By iIncreasing the number of required affirmative

votes for affirmative action from four to Tfive, such Impasses
will never occur. This revision also seems prudent since the
pool of available board members will be increased by one should
this proposal be accepted.

I11. Conclusion

ARRC 1s not opposed to the appointment of an additional
member to i1ts board. However, as discussed above, it
respectfully requests that a single director from a port
community in the railbelt be added.

5821L
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March 1S# 198S

DISCUSSION NOTES - HB 349

The purpose of this testimony Is to Impress upon all who hear that the
Railroad holds a disproportionately Important role 1n the economic *611
being of Seward citizens, anc that a Seward Railroad board memo6r |Is

both vital to Seward and good for the Railroad and state 1n total,

Seward®s role as the southern terminus oftne Alaska Railroad has

always been# and will continue to be# essential to the economic life of
the community. Th9 Railroad both controls key lands and operates the
city"s most advanced and important docks. The Railroad provides
employment to a large and importu. segment orour population# namely

our active and retired Seward longshoremen.

The city has a *elatlvely small useable land area surrounded by steep

fjord-11ke mountain walls, There are only four square miles of
developable land within the city boundaries. We must make every Inch
count.

The Railroad controls over 190 acres of property in aowntcwn Seward#
and 13 by far the largest owner of Industrial lard 1n the central core
area of our dty. OFf this# 35 acres ar9 devoted to supporting the coal
loading terminal# with the remaining lands generally vacant. The
vacant lands are avallaole for supporting railroad related Industrial
facilities. Additionally# the Rallr ad operates the city"s most

Important docks. The first "a tne .general cargo fecll tty which 1is a



CITY OF SEWARD, ALASKA
HB 349 DISCUSSION NOTES
Page 2

200" x 735" concrete and steel TFH" pile gc-naral cargo dock suitable for
ocoan going vessels up to 300" In length and 33" |In draft. The dock
provides over 1,200” of berthing spate and offers crane, fuel and other
port services. The deck handled al/.ost 400,000 tons of general cargo
1n 1978. Currently the dock 13 handling closer to 70,000 tons per
year. The second major Railroad dock 1n Seward 1s a relatively new cry
bulk loading dock suitable for handling coal and other dry bulk
commodities. The dock offers over 1000” of berthing space dredged to
-457 MilLw, The product loading system 1s operated on the dock by

Sunesl Alaska Corporation who recently 3hlpped Its two millionth ton

of Alaska coal to Korea.

The Alaska Railroad controls a key jobs and economic activity producing

asset - the docks, as well as the central developable acreage 1n

downtown Seward.

Seward has a long and Illustrious Alaska Railroad history dating back
to the early 1900°s. Seward was founded with the development of the
Alaska Railroad as Its primary goal, It has cparaced the state’s only
deep-water, 1ce-free port with rati and read transportation connections
to the railbelt and Interior, The Railroad lock nas jsed as many as
400 longshoremen In Its dock operations heyday md, at the tJ~e cf the
earthquake, was employing around 250 Jlongshoremen. Currently the

active longshore contingent stays around t.ia 2S :0 ~C "/ark.



CITY OF SEWARD, ALASKA
H8 3c9 DISCUSSION NOTES
Page 3

Commensurate with our history and the vital Importance of railroad
assets 1n Seward, Sewardltes desire to see increasing use of Railroad
docks and land within the community. Sometimes our desire for
Increased use of the Railroad dock cees not fit with long-term profit
maximization policies established by the Railroad Soard of T4rectors,
1,0., freight for read snlpmert tc Interior points, "base conflicts,
seemingly decided with minimal Seward involvement or Interest, rave

created communications and relatlonsh.o problems between tne Alaska

Railroad and the citizens of Seward.

Seward h’s an active Railroad/marine support constituency that can relp
bring ships and cargo to Seward and the Maska Railroad, As evidence
of the Importance Seward places on maximizing Its marine assets, the
community has hired a full-time pert marKetlng and development manager

to help make the most of Seward’s oort assets.

Seward’s interest 1n promoting HB 379 mignc te made to appear entirely
solf-servlng, and, true, there 1s a community advancement Issue at
stake, but we would not have fought as hare as we have for this bill to
become law if we did not truly believe that ? Howard bear®; “ember would

be beneficial to the Railroad and the staxo >a 1 <rolo.



CITY OF SEWARD, ALASKA
H3 349 DISCUSSION NOTES
Page 4

We 5jgg93t that Seward can we an asset -~o Alaska and the Alaska

Railroad bys

1, providing a small (rall-depenoent) tgmpunn.y. perspective an

Railroad policies tnat can’t oe achieved through the newly

formgc community action counc-1j

ay 2, providing tetter ;onmuri<catlor.s to and from ;<2 community
which ncs the greatest T"all generated oort tcr.nage ano t a

greatest port potential for ral™ tonnage Ancreasest

by 3. reducing the Ltaxat?cn without representation” feelings felt
by small communities about RaHroac wuse of key colirounl

lands and assotsj

by 4, allowing the Railroad to take advantage o* hne state:a ™osi

exper®?rced longshore and gererai cargo "all ;ortj

by 5. allowing Seward tc interact with j local rail -Ci‘cy .U.er
minimize perception oft
’nadequate port martetlnj
;rane and Jocx safety ’ss-uv
"vi.-rill pjrco .uoou :_jure:t

oo u,** - alkor j



CITY OF SEWARD, ALASKA
HB 349 DISCUSSION NOTES
Page 5

Seward has taken the lead In calling for small community/port
communication Improvements with the Railroad. We believe our April 20,
1987, meeting with the Railroad administration started the Railroad’s
Improved focus towards both Seward®"s concerns, as well as other small

commun ity concerns.

A Seward board member can offer an Immeasurable Increase to the cap.th
of state representation to the existing Alasxa Railroad Board of
Directors, For the first time a small, d.tsprcportipnate.ly dependent
rall community will have a representative on the Doard to counter the
unlntontlonal, but Inevitable, Tfeellncs of big city domination brought
on by the heavy urban weighting of the existing beard makeup (four out
of the present six non-administration board mercers work or live in
Anchorage) . A small port/community representative will best present
Railroad policies to railroad Impacted communities. We believe that
other communities will perceive the boat " to better represent all of

Alaska by Including a Seward member than 1f the present board makeup

persists,

A Seward board member will be good for the Railroad, the state, the
rallbelt region and all small rail dependent communities that now
suffer from lack of representation. Please approve and recommend for

passage MB 349.



‘JAN 2 2 1988

CITY OF SEWARD O Main Office (907) 224-3331

P.0. BOX 167

SEWARD, ALASKA 99664

January 19, 1988

THE HONORABLE BETTE CATO

CHAIRMAN, COMMITTEE ON TRANSPORTATION
HOUSE OF REPRESENTATIVES

P. 0. Box V

Juneau, AK 99811

Dear Madam Chairman:

Police (907) 224-3330
Harbor (907) 224-3130
Fire (9C7) 224-3445
Telecopier (907) 224-3240

The city of Seward welcomes the opportunity to offer testimony on House
Bill 349, which would expand the Alaska Railroad Corporation Board from
five (5) to seven (7) members, with one member being a resident of

Fairbanks and one member a resident of Seward.

As you are aware, since the state has owned the Alaska Railroad, Seward
has expressed the wish to have a representative from Seward on the
board of directors. It 1s the city"s position that the board should be
comprised of individuals who represent the major rallbelt communities.
As termini of the railroad, and communities that depend 1n a signifi-
cant economic way on the activities of the railroad, 1t 1s Important

that Seward and Fairbanks be represented on the board.

Your committee 1s aware of tho wide degree of Issues con:ernlng the
city of Seward relating to tho Alaska Railroad Corporation. The
recently published House Transportation Committee FY88 Interim Report
on the Alaska Railroad Corporation summarizes tho sl jnilfleant Issuos
Involving Seward and tho Alaska Railroad, Paramount among these 1s

Seward®"s lack of representation on the board of directors.

The Interim

report well summarizes what wo fool would be tho benefits to Seward
with direct board representation. Simply put, we would havo a voice



CITY OF SEWARD, ALASKA
THE HONORABLE BETTE CATO
Page 2

and a vote, which we do not now have, on matters of extreme importance
to Seward. We strongly recommend the committee®s favorable recommenda-
tion on this Bill.

Sincerely,

CITY OF SEWARD, ALASKA

DMRYL
INTFRIM CITY MANAGER

DS:alm

Enclosures: Overview and Seward
sections of HTC FY88 Interim Report

cy: Council



OVERVIEW OF ALASKA RAILROAD CORPORATION

The Alaska Railroad has been operating iIn Alaska for 62
years. On January 5, 1985, it was transferred from federal to
state ownership for $22.3 million. This purchase price did
not include any receivables or cash and, therefore, an
additional $10.0 million ($4.S million for operating and $6
million for capital) was appropriated by the legislature to
the corporation. Additional costs associated with the
transfer totalled $1.2 million.

Effective January 6, 1985, the Alaska Railroad Corporation
became responsible for operating the Alaska Railroad. The
powers of the corporation are vested in a seven member Board
of Directors. Five of these members are appointed by the
Governor and confirmed by the legislature. These members
serve for staggered five year terms, each at the pleasure of
the Governor. The Commissioner of the Department of Transpor-
tation and Public Facilities and the Commissioner of the
Department of Commerce and Economic Development make up the
remaining two board members.

ARRC 1i1s a '"quasi-public™ corporation. It operates along the
lines of a private for profit corporation and, therefore, many
of the decisions made by the corporation directors are made
from a business/profit approach. According to the statutes
enacted for guidelines under which the corporation operates
(SEC:42.40.010), the corporation is also a public corporation
and an instrumentality of the _tate within the Department of
Commerce and Economic Develop, nt. The Corporation has a
legal existence independent of and separate from the state.

In 1986, House Transportation staff completed an oversight
report on the ARRC. This report (attached) addressed many of
the concerns expressed by residents of the state regarding the
operations of the corporation. Today, many questions and
concerns still linger concerning the ARRC. As a result, the
following report was prepared. It addresses the present
concerns of community leaders along the railbelt. Perhaps the
most confusing point surrounding the ARRC is 1its status. The
Alaska Railroad Corporation Act established the corporation as
a state agency while allowing i1t to run as a private
corporation. Many residents feel very frustrated the ARRC
does not comply with many of the requirements placed on other
jtate agencies such as the budgeting process, and others are
concerned the ARRC 1is exempt from many of the requirements
placed on private industry such as property tax.



These exemptions and benefits were afforded the ARRC to enable
the corporation to run smoothly and efficiently thus greatly
reducing the amount of general funds dollars required each
year to run the corporation. To date, the corporation has not
requested any appropriation from the legislature and i1t does
not forsee this happening in the near future.

While the corporation is sensitive to many of the community
needs expressed iIn this report, it is also attempting to meet
the mandates layed down in the Alaska Statutes. Corporation
management feels it i1s very difficult to adequately address
both of these concerns.

In an attempt to listen to community needs and concerns and be
responsive to these concerns, the ARRC established a community
advisory council. This is made up of representatives from
each of the rail community. This advisory council met several
times during the summer, corporation management feel the
initial meetings have been very successful and hope this
advisory council will provide an mechanism for the ARRC and
the rail communities to communicate more effectively and work
toward resolving many of the community concerns.

After spending many hours listening to all sides involved, it
does appear many of the frustations expressed by both parties
may be related to interpretation of the statutes and the
guestions surrounding the "private versus state" status of
the corporation.



THE CITY OF SEWARD

Since the state has owned the Alaska Railroad Corporation, the
city of Seward has corresponded with the Alaska Railroad
Corporation on a regular basis. In fact, before the state
actually took ownership of the ARRC, the city of Seward wrote
a lengthy letter to the newly.appointed railraod board members
to outline the areas they hoped could be addressed and agreed
upon by the city and the ARRC.

The attached letter written November 1, 1984 shows the Citys
concerns, suggestions and requests. Many of the points made
in this leuter are still the priorities expressed by the City
of Seward today (3 years later)

Self determination
Seward Dock facility

Marketing - Seward Terminal Manager

1
2
3
4. Seward Board member
5 Philosophical approach of ARRC
6

Access to railroad information

All of the six points listed above are very closely intertied.
The city of Seward is a very aggressive and progressive
community. Much of the development and growth in recent years
is directly related to the aggressive attitude of local city
government. Seward 1i1s one of the few Alaskan deepwater ports.
The City has the additional benefit of having much of the
infrastructure such as roads, easy access etc. already in
place. Seward®"s major immediate and long range goals include
encouraging economic activity, jobs and investment in Seward.
Like many other smaller Alaska coastal communities, this is a
MUST 1f the community is to continue to grow and thrive. The
Alaska Railroad plavs an important part in the overall
achievement of these goals and the future economic growth of
Seward. WHY?

The $40 million Seward Coal dock facility is owned by the
Atask2ri*ailroad Corporation. Almost all the freight coming
into Seward moves oyer this dock. With a superb deepwater

.port, lack of effort by the railroad to aggressively market or

fully utilize this port greatly frustrates Sewardites who rely
on ocean going trade for their livelthood. It 1is obvious
there have been numerous lengthy meetings between the
Corporation and the city over these concerns. The corporation
realises Sewards wish to obtain the Coal dock, however,
corporation mangement feel this trnasfer must be iIn the best
interests of both parties. While Seward ownership of the dock

would allow Seward to aggressively compete for business, much
Of the competition would ho oh tho foll-rooda ovnonao



City of Seward (contld)

The city of Seward hired Mr. Chris Gates to assist Seward 1in
the marketing and economic development of the City and the
port. Mr. Gates has been working to encourage the Railroad to
take advantage of its port assets in Seward. In discussions
with Mr. Gates and city oficials, there i1s a great deal of
frustration expressed at the lack of cooperation by the
railroad corporation.

Mr. Gates noted as an example that in January of this year
Seward longshoreman themselves went to Seattle to attempt to
spur interest in and business over the Alaska Railroad dock.
Seward longshoremen president, Mr. Stanley Lemas was able to
interest a general cargo carrier to call at the Port of Seward
on a bimonthly basis. The success of this venture was assured
when the Alaska Railroad representatives pledged assistance to
the carrier in the form of reduced service changes and land
lease rates. This inducement by the railroad put the
soliciation "over the top" and the carrier committed to call
at Seward.

Alaska Cargo Transport has called at Seward since January,
however, the railroad has not followed through with i1ts pledge
for reduced service charges or reduced base rates. This has
obviously created hardship on the carrier who has repeatedly
asked the Railroad to follow through with i1ts original
promises.

Seward feels this "type" of lack of co-operation by the ARR
placed Seward iIn an unfair economic disadvantage.

Railroad Response

Much of the frustration experienced by the residents of
Seward is shared by the ARRC. Both parties feel the city of
Seward and the corporation must work together in order to
resolve issues whenever possible. To this end, ARRC
management has agreed to provide passenger service to Seward
in spite of the fact that i1t loses revenue. Freight services
to and from Seward are continued even though they provide no
profit and barely break even. Nov; the ARRC is being asked to
provide carriers with reduced service charges anc. land lease
rates. The question again arises, should ARRC management
decisions be made by the corporation in their role as a
private entity based primarily on economics and business
criteria or, should decisions be made as a public entity
giving first consideration to state and local 1issues and
concerns?



1. Self-determination

Seward overwhelmingly supports self-determination. City
officials and residents feel strongly that SEWARD should have
control over their own future economic growth and activity,
and not the Alaska Railroad.

Seward feels this one point is vital because they question
whether the ARRC can promote Seward, or can avoid discouraging
Seward tonnage that might produce greater incremental return
if delivered through another port. For example, the question
has been raised about the willingness of the Alaska Railroad
to promote general cargo use of the Seward dock to a carrier
who, 1f successful, might rob or "deplete"™ tonnage currently
carried by major ARRC interline"carriers (i.e. hydrotrain).
Seward feels the railroad appears to be less iInterested in
dock promotion i1f the cargoes carried by the vessels are not
discharged to rail but use a competing mode of transportation
from the dock.

Railroad Response

ARRC management 1is currently negotiating with the city of
Seward to transfer management of the Seward coal dock facility
to the city. The corporation agrees that self-determination
for Seward would be in the best interests of both parties.
Transferring the coal dock to Seward would allow the city

to aggressively market the coal dock which would directly
affect the future economic growth of the city. It would allow
Seward to offer incentives to industry that would encourage
new trade and business to locate there. However, the
corporation does not support a transfer made at ARRC expense.
The corporation is concerned about retaining existing business
and does not want to be put iIn a position of directly
competing for business with the city. At this time, ARRC
management does not feel its concerns have been adequately
addressed. The corporation would like some assurance that the
transfer of the coal dock to the city of Seward would not
negatively impact current ARRC operations while at the same
time greatly benefiting Seward. Until those concerns are
addressed, ARRC management questions the wisdom of supporting
the transfer.



2. Seward Basis Facility

The city of Seward would like the coal dock facility and a
small parcel of land located along the seaward edge of the
city"s small boat harbor transferred to the city of Seward.
Since the coal dock terminal was financed by legislative
monies (over $2 million) appropriated to the city and by
industrial development bonds issued by the city, Seward
believes the coal dock has been improperly offered to the ARRC
by the state of Alaska.

Seward feel a compromise regarding the ownership of the coal
dock facilities might be reached if the ARRC would agree to a
long term lease of these facilities to the city of Seward.

Railroad Response

ARRC management is currently negotiating with the city of
Seward to transfer management of the Seward coal dock facility
to the city. This 1issue of transfer of the coal dock facility

s inseparable linked to the issue of self-determination for
Uite city of Seward. Transferring the coal dock to Seward
would allow the city to aggressively market the coal dock
which would directly affect the future economic growth of the
city. It would allow Seward to offer incentives to industry
that would encourage new trade and business to locate there.
However, the corporation does not support a transfer made at
ARRC expense. The corporation is concerned about retaining
existing business and does not want to be put in a position of
directly competing for business with the city. At this time,
ARRC management does not feel 1ts concerns have been
adequately addressed. The corporation would like some
assurance that the transfer of the coal dock to the city of
Seward would not negatively impact current ARRC operations
while at the same time greatly benefiting Seward. Until those
concerns are addressed, ARRC management questions the wisdom
of supporting the transfer.



3. Marketing -Seward Terminal Manager

Along with the above concern, Seward is very frustrated with
another "policy" type issue that directly affects the
communities ability to attract new business and promote the
Seward dock. The ARRC has pulled all management and
supervisory people from Seward, telling the city to be
satisfied instead with a zenith number for all communications
to the ARRC. Seward states the ARRC has no "Seward specific”
marketing plan, promotion or advertising.

When prospective new clients express an interest in Seward as
a possible site for their venture, Seward officials cannot
supply them with any information on shipping alternatives or
freight rates, etc. Seward feel 1t i1s poor business and very
neggtive for marketing to ask these clients to call a zenith
number .

Another concern to Seward 1is the ARRC"s recently released

five year capital improvements plan. This plan contains no
capital improvements for the city of Seward. With ports like
Anchorage continually growing and expanding, Seward feels this
shows the ARRC"s intent for limited future growth of the
Seward port.

The ARRC has not committed to maintaining safety and operation
levels of the dock-mounted gantry cranes. Pilings, cranes and
overall facility upgrading is necessary.

Railroad Response

Since the overwhelming percentage of freight moving through
Seward currently passes over the coal dock, the ARRC believes
that whoever controls the coal dock should address the issue
of terminal manager. Should the coal dock transfer to the
city of Seward, the ARRC believes it would be consistant with
the city"s long range goal of self-determination for the city
to employ a terminal manager. IT the coal dock were to remain
under the auspices of the corporation, then ARRC would be
willing to employ a terminal manager. ARRC management
believes that until the question of transfer of the dock 1is
resolved, the issue of establishing a terminal manager in
Seward cannot be addressed.



4. ARR Board of Directors

Since the state has owned the Alaska Railroad
Corporation, Seward has expressed a strong desire to have a
local representative from Seward on the Board of Directors.
With the lack of procress in many of the areas of concern,
Seward residents feei that iIn order to have a listening ear
they need either "representation on the Board™ OR a change in
what they determine as conflict of interest and board makeup.

Firstly, Seward feels one of the members of the Board has a
definite conflict of interest with his appointment. Mr.
Dickerson 1is the chairman of the Anchorage Port Commission.

He is also a former member of the Anchorage Assembly and past
president of the Anchorage Chamber of Commerce. Both
Anchorage and Seward are competiitve ports, attracting
business means jobs in Anchorage or, jobs in Seward. While
Seward i1s very quick to commend Mr. Dickerson for this past
work, 1t does feel that asking any board member to serve two
competing masters at the same time is unhealthy to the long
term interests of both master and the individual. To have the
chairman of the Anchorage Port Commission maintaining his
office and responsibility to maximize the interest of the
ARRC"s chief competing port (Anchorage) while upholding his
responsibility to the citizens of the state of Alaska to
increase and maximize the profitabi®.ity of the Alaska Railroad
corporation is a definite conflict of iInterest.

The remaining board makeup is of concern to Seward. A
majority of the members are from Anchorage, or, have previous
strong ties to Anchorage. There is no representation by
Whittier or Seward, and it is very difficult for Seward or
Whittier to feel they have any access or input into the
decisions made by the Corporation.

SOLUTION

As the board members serve for staggered five year terms,
consideration could be given to filling one of the terms with
a resident from Seward. ARRC managment support this request.

A change 1n board makeup or the possible addition of two board
members to the current seven member Board of Directors, has
been offered as a solution by Seward.

Solution to this concern would go a long way in mending some
of the damaged "bridges”™ of the past. Seward and Whittier
would feel like they had some say in running the Corporation,
and the question of lack of"interest iIn Seward, 1ts concerns,
i1ts resources and i1ts residents would be alleviated. Local
community members would have an avenue to pursue.



5. Philosophical Approach

The ARRC philosophical approach is an area of great
concern to the city of Seward. Seward questions the ARRC
"caretaker approach”™ to many vital issues affecting the city.
Residents and city officials are extremely concerned because
they feel very strongly that the future growth and development
of the city of Seward is very closely tied to the growth and
development of the ARRC. As has been stated repeatedly by
Seward, the immediate short term and long range plan for the
city is to increase economic development, diversify the local
economy and work to promote tourism. Seward feel i1f the ARRC
will not aggressively compete for all new business (truck,
plane, ship or train), the city of Seward cannot diversify or
grow. THIS IS TREMENDOUSLY FRUSTRATING TO SEWARD.

Seward officials feel the Board of Directors for the
Corporation have a '"caretaker approach”™ to running the
corportion, particularly when 1t comes to marketing any area
that does not directly benefit the corporation itself. When
one considers the corporation does control the Seward coal
dock facility then it becomes very clear that the corporation
also largely controls the future economic development of
Seward. Most new business, freight and industry to Seward will
probably use the dock facility and, unless the corporation is
willing to market this facility agressively, the future of
Seward i1s very limited.

Seward would like to set a consistent and well defined
philosophical approach by the ARRC Board of Directors. City
officials feel corporation management wears two hats, one as a
"gquasi™ legal private corporation mandated by the legislature
to make a profit and, the other as a state agency. While
Seward understands the reasons for the legislature
establishing the corporation Seward residents feel the ARRC
management continually "change hats™ to benefit the
corporation instead of having a consistent management
philosophy. Seward site as an example the fact that as a
state agency the ARRC is exempt from payment of property taxes
on land owned by the corporation in the city of Seward yet, as
a private for profit corporation the ARRC states the
corporation 1is manaaated to make a profit and therefore must
negotiate any leases with the city at fair market value.
Seward feel the corporation has the best of both worlds, a
private for profit corporation that i1s afforded all the
exemptions of a state agency.

In summary Seward would like to see a clear, well defined
philosophical approach adopted by the corporation. This
approach should state what the corporation intends to do in
the future. This would go a long way to answering Sewards
concern that ARRC management and the state of Alaska®s main
objective is to have the financial records and books of the
corporation look very positive to attract a buyer for the ARRC
within the next five years. Seward feels that if continues to
be the approach of the ARRC the future economic develoment of
Seward looks very bleak.



Railroad response

Alaska Railroad Corporation management state the corporation
is being run closely following the Alaska Statutes. 42.40

On several occassions ARRC management has asked questions
regarding the legislatures intent for the ARRC. Management
has also expressed its concern of not knowing what the future
plans for the Corporation are. AS 42.40.260 (b) states every
5 years the annual report by the ARRC shall include an
analysis and documentation of at least three offers to sell
the corporation. Management state it is difficult to define
long range plans when the future of the ARRC itself 1is
unknown.



6. Accessibility to Railroad records

Seward officials feel that since the state has acquired the
ARRC the records and information available from the
corporation have been much less accessible.

On numerous occassions Seward has requested information from
the railroad which has not been available. While the Alaska
Railroad Corporation has by statute been given the authority
to designate information as '"confidential', the city of Seward
feel the corporation nas taken this authority to extremes.
Under federal ownership information such as the amount of
freight hauled on a monthly basis to and from Seward and other
areas was available, under state ownership this is no longer
available. Seward feel i1nformation such as this would be very
beneficial i1n helping them assess the amount of freight
movement to and from Seward and would greatly benefit
prospective clients iIn estimating their freight costs.

In summary, Seward officials do not object to the corporations
right to withhold information that is of a proprietary or
priviledged nature however, Seward does feel that as the
corporation is an instrumentality within the state the records
of the corporation, its budgets, finances and overall fiscal
records should be much more accessiole to individuals
requesting this information.

Railroad response

AS 42.40.220 (b) states: Records of the corporate-n are, 1in
general, public. However, the corporation “"sy ghate by
rule and withhold public disclosure of mat - privileged
or proprietary nature. These matters incluu " po,.acr.nel,
records, communications with and work product of legal
counsel, and, consistent with the standards and practices of
the United States Interstate Commerce Commission for the
protection of these matters, other information including
proprietary information associated with specific shippers,
divxsions and contract rate agreements.

This 1s an area that has received a great deal of comment.
Many complaints have arisen regarding o mpetitive rates set by
the Alaska Railroad Corporation.

While the state auditors must be allowed access to all ARRC
financial records for the purpose of the audit, information
designated by the corporation under the Public Disclosure
section may not be released by the state auditors. The
auditors report may include a summary and facts and findings
however, no specific reference to anyeinformation designated
to be withheld from public disclosure may be released.
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J. JUSTIN RIPLEY

Born Oct. 21, 1934, Kotzebue, Alaska. B.A., Gonzaga University, 1956; J.D. Gon-
zaga University, 1964. U.S. Army 1957-60; trust administrator, Seattle First National
Bank, 1961-62; law clerk, Alaska Supreme Court 1964-65; sta'f of Attorney General,
Juneau, 1965-68; staff of district attorney, Third Judicial District 1968-75. Appointed
present position June, 1975. American Judicature Society.

BRIAN SHORTELL

Born in 1940, is a graduate of the University of California, Hastings College of Law.
Engaged in private practice in Fairbanks in 1971, Anchorage in 1972, and San Rafael,
California in 1973. Returned to Alaska in 1973 to serve as Public Defender in Anchorage.
Isa member of several bar associations and served on the Alaska Criminal Rules Com-
mittee, the Sentencing Guidelines Committee, the Alaska Criminal Code Revision Com-
mission as well as the Governor’s Commission on the Administration of Justice. Ap-
pointed to present post in December 1980.

MILTON SOUTER

Born July 17, 1942, in Norwich, Conn; holds a BA from Washington State Universi-
ty, 1964; J.D ., University of Washington Law School, 1967; was engaged in private prac-

tice of law in Anchorage and Kodiak, 1967-78. Appointed to Superior Court in June,
1978.
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HOUSE COMMITTEE REPORT

Q)

Date referred: 1/11/88 FURTHER REFERRALS: Finance
DATE: January 90> 1?pQ

The Transportation Committee has considered HB 349

"An Act increasing the membership on the board of directors of the Alaska
Railroad Corporation; and providing for an effective date."

RECOMMENDS:
[ ] replace with
[ 1 attached amendment(s)
do pass
do not pass

[ 1 the same title
[ ] a new title

no recommendation
individual recommendations
additional referral to the Committee

ADOPTS: [ 1 letter of intent

ATTACHES NEW FISCAL NOTE(s):
[ Jfiscal impact [ ] same as previous fiscal note
[ Jzero fiscal note published
[X TJzero with analysis [ ] same as previous zero fiscal
note published
SIGNING OTHER RECOMMENDATIONS:

Chairman®s signature
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) HOUSE COMMITTEE REPORT

Date referred: 1/11/88 FURTHER REFERRALS: Finance

DATE: January 1ppQ

The Transportation Committee has considered HB 349

"An Act increasing the membership on the board of directors of the Alaska
Railroad Corporation; and providing for an effective date.”

RECOMMENDS:
[ 1 replace with
[ 1 attached amendment(s)
do pass
do not pass

[ ] the same title
[ 1 anew title

no recommendation
individual recommendations
additional referral to the Committee

ADOPTS: c ] letter of intent

ATTACHES NEW FISCAL NOTE(s):
L Jfiscal 1impact [ 1 same as previous fiscal note
L Jzero fiscal note published
[x Jzero with analysis [ ] same as previous zero fiscal
note published
SIGNING OTHER RECOMMENDATIONS:

Chairman®s signature



COMMITTEE: Subject of meeting:

House Transportation Committee *HB 34°: "An Act increasing the membership cn the
board of directors of the Alaska Pailroad
DATE' Corporation; and providing for an
. January 20, 1988 effective date."
~LA8J

wiion SIGN-IN

DO YOU WANT
NAME Please™-ncludi

REPRESENTING TO TESTIFY?
fiii.xiig ———————— )
s -H. sl Cih/ [ 1*5
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i Matanuska-Susitna Borough

BOX B, PALMER, ALASKA 99645 - PHONE 745-9689

Mitchell Abood, Senator
State of Alaska

P.O. Box V, MS 3100
Juneau, Alaska.99811

Dear Senator-Abood:

On behalf of the Mayor, Assembly, and myself, I would like to ask for
your su”ort of HB349 as aaeodsd.

With cannunity representation on the Alaska Railroad Board of Directors,

a great deal of the recently discussed caimunication concerns with the
rail ccnmunities will be overcome.

JH:nt 7

cc; Matanuska-Susitna Borough Mayor
Matanuska-Susitna Borough Assembly
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5-1445X
Cook
3/22/88
Original sponsor: Cato
IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 349 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the membership on the board of
directors of the Alaska Railroad Corporation; and
providing for an effective date."
BE 1T ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:
* Sectionl. AS42.40.020(a) is amended to read:

(€)) The powers of the corporation are vested in the board of
directors. The board consists of the commissioner of commerce and
economic development, the commissioner of transportation and public
facilities, and seven [FIVE] members appointed by the governor. The
seven [FIVE] appointed members must be registered voters in the state
except as provided In (1) and (2) of this subsection. Except for the
commissioners and the member appointed under (5) of this subsection
[SECTION], a member may not be a state officer or employee. Appointed
members shall have the following qualifications:

(1) one member of the board shall be a person who has at
least 10 vyears of experience in railroad management; a person who is
not a residentof the state may be appointed under this paragraph;

(@ one member of the board shall be or have been an execu-
tive official of a United States railroad and shall be selected 1in
accordance with any requirements iImposed under 49 U.S.C. (Interstate
Commerce Act); a person who 1is not a resident of the state may be
appointed under this paragraph;

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

trict directlyserved by the Alaska Railroad;
-1- SCS CSHB 349(SA)
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@ one member shall have at least five years of ex]
2 as an owner or manager of a business in the state;
3 o) one member shall be an employee who 1iIs a membs
4 bargaining unit representing employees of the corporation”
5 (6) one member shall be a resident of the Matanuska-Susitna
6 Borough;
! (7) one member shall be a resident of Fairbanks;
8 (@ one member shall be a resident of a community between
) Summit Station and Dunbar Station on the railroad;
10 (@ one member shall be a resident of Seward;
1 (10) one member shall be a resident of Anchorage.
12 * Sec. 2. Within 30 days after the effective date of this Act the
13 governor shall appoint two members to the board of directors of the Alaska
14 Railroad Corporation uier AS 42_A0.020(a) amended by sec. 1 of this Act.
b Notwithstanding the additional requirements for members of the board added
16 under AS A2.40.020(a)(®) - (10) by sec. 1 of this Act, members of the board
17 on the effective date of this Act continue iIn office until their terms
18 expire.
B * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
20
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