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ALASKA RAILROAD CORPORATION

PUBLIC ENTITY LEASE POLICY

I. PURPOSE: APPLICATION t

The purpose of this policy statement 1is to set forth
guidelines and principles wupon which the Alaska Railroad
Corporation ("ARRC™) will Ilease property to the State of Alaska
and 1i1ts political subdivisions. This Policy 1is intended to
give the State and its political subdivisions information about
the ARRC"s policy with respect to its land program. The Policy
does not create or assume a right to use of ARRC land by any
public entity, but rather states the terms which shall be
included iIn any agreement between the parties. Until their
renewal, extension, assignment or termination, existing leases
will not be governed by this policy.

As a public corporation established pursuant to AS 42.40,
the ARRC 1is self-sustaining and operates without subsidy. It
was the legislative intent to enhance and preserve railroad
assets so as not to compromise the corporation®s value in the
event of a sale to the private sector. However, iIn recognition
of the Corporation®s position as a participating member within
each host community, the ARRC may lease its lands to the State
and its political subdivisions at less than fair market value™)
as authorized by AS 42.40.350(d). Specific requests will be
negotiated on a case by case basis, consistent with this policy

statement. ARRC reserves the right to maintain compatibility
with 1i1ts master land use plans and guidelines in responding to
specific requests. Agreements which promote the public

welfare, operational safety, human health and the environment
are to be encouraged.

This Policy shall control leases to eligible entities of
ARRC®"s right-of-way and non-right-of-way Qlands, including any
agreements for surface uses within the right-of-way which are
substantially parallel to the tracks and exclude other surface

uses. It does not apply to crossings of the right-of-way by
roads or utilities, which will continue to be governed by
permits. No annual administrative fee will be charged under
public road crossing permits. In order to qualify for

treatment under this Policy, an eligible entity must consult
with ARRC 1in its initial planning process to avoid unnecessary
conflicts with ARRC property usage and operations.

2. RESPONSIBILITY
Board of Directors - Approval of individual agreements

issued under this Policy and any exceptions to the guidelines
set herein, consistent with ARRC"s Approval Authority Guide.
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President and CEO - Interpretation of this Policy.
Vice President, Finance - Administration of this Policy.
Director, Real Estate - Implementation pf this Policy.

General Counsel - Review to 1insure compliance with this
policy statement and applicable laws and regulations.

3. REFERENCES

ARRC Board Rule No. LI (ARRC Long Term Lease Policy)

ARRC Standard Long Term Lease Form

Alaska Statutes 42.40

ARRC Guidelines Cor High Public Interest Lands

ARRC Board Rule No. 13 (Alaska Policy on Railroad/Highway
Crossings)

4. DEFINITIONS

A. Public Entity.

"Public Entity"” as used in this Policy shall mean the
following: "

(1) The State of Alaska or any of 1ts agencies,
departments or divisions established by the Alaska Constitution
or Alaska Statutes.

(i1) Political subdivisions of the State of Alaska,
which shall be defined as home rule municipalities or general
law municipalities (first, second and third class boroughs and
first and second class cities) organized under Title 29 of the
Alaska Statutes.

The following are specifically not included within the
definition of Public Entity for purposes of this Policy: the
United States government or 1its agencies or departments;

non-profit corporations; school districts; tax-exempt
organizations; state or federal public corporations,
commissions, or boards; and the University of Alaska. Such

entities are not foreclosed from negotiating agreements with
ARRC outside of this Policy, consistent, however, with ARRC"s
statutory requirements (including specifically AS 42.40.350(d)),
and the Approval Authority Guide.

B. Intended Property Use.

The 1intent of this section isto define the categories
ofuse of the subject property intended by the Public Entity.

©O) Public Amenity Use. A use of the property for
public purpose that produces no revenues other than nominal use
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fees. Use should be non-exclusive and available to the public
at large. Examples of such uses include parks, greenbelts,
sites of historic significance, pedestrian paths and trails.

(i) Public Service Use. A non-revenue-generating
use of the property that 1is required for the public safety,
welfare and benefit that can stimulate economic development, or
enhance tax revenues. Typical examples of Public Service Use
include but are not Ilimited to: highways, roads, airstrips,
community centers, police and fire stations, certain
recreational facilities, well sites, pump stations, scientific
research or early warning sites, flood control sites, and
qualifying communication sites.

(iin) Commercial Use. An activity that could b™
performed in either thepublic or private sector, and as to
which a reasonably prudent businessperson would expect the
revenues derived from theactivity to cover the operating costs
of the activity. To determine whether an activity meets this
standard, ARRC may refer to factors considered under fTederal
income tax regulations or other reasonably appropriate
sources. Such uses can include ports, harbors, airport
commercial development, parking lots, utility sub-stations, and
concessions.

C. Property Type.

The intent of this section iIs to establish the
different categories of real property owned by ARRC, based on
ARRC"s use and the property®"s location.

(i) Operating Property. Property which 1is used 1in
railroad freight, dock, and passenger operations or which is
reasonably anticipated for such use.

(i1) Right-Of-Way. The Right-of-Way corridor is the
long narrow strip of property rights whose existence can be
justified best by use for transportation, communication and/or
transmission purposes iIn contrast to other possible uses. This
property may include surface, subsurface or air rights or any
combination of these rights. At the outset, Right-of-Way
includes the 200-foot (less iIn certain locations) railroad
utility corridor acquired from the federal government in Tfull
fee or as an exclusive use easement; it may be expanded to
include other property acquired by ARRC for similar uses,
either iIn fee or as a lesser estate such as a right of way

easement.

(ii1) Leased Land. Those parcels of land encumbered
by a revenue-generating Jlease agreement or permit tetween a
third party arl ARRC at the time of request by the Public
Entity.

(iv) I'on-Oporating Property. All other real property.
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5. PERCENTAGE RENT FOR QUALIFYING PUBLIC ENTITY

The following chart will be consulted to calculate the
percentage of fair market value rent for which a parcel of land
will be made available to a Public Entity. Factors under the
chart include both the use intended by the Public Entity and
the type of property to arrive at a reasonable rate of return

for ARRC.

Type of Public Amenity &

Property Public Service Commercial

ROW 50% 100%

Operating

Non-Operating NF 100%

Leased — 100% 100%
Land

Notes:

NF = Nominal fee to cover administrative costs.
All rents based upon above percentages, to bf applied to

fair market value rent as determined under paragraph G.
In the event a parcel Talls within more than one of the

above property types, the category providing the greater return
to ARRC shall be applied, but only if more than 25% of the

parcel falls within that category.
6. DETERMINATION OF FAIR MARKET VALUE RENT

The fair market value rent to which the Tformula set forth
in Paragraph 5 shall apply will be determined as follows:

A. Appraisal of Fair Market Value of Fee Simple
Interest. ARRC will select an appraiser from a Llist of
qualified appraisers compiled by ARRC and kept available for
public inspection at 1its Real Estate office. The appraiser

will determine, as of the date of the beginning of the
applicable period, the fair market value of the fee simple
interest iIn the property being leased, unencumbered by the
Public Entity"s lease, 1including improvements owned by ARRC and
excluding improvements owned by the Public Entity.
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In appropriate cases the appraiser will be instructed to
value the total original parcel, the sub-parcel being
appropriated Cor the Public Entity"s use, and the effect of
such appropriation on the remaining ARRC property. Use of the
income approach 1is specifically recognized as valid 1iIn valuing

the total parcel.

B. Rent Credits. It is understood that certain uses
intended by a Public Entity may enhance adjoining ARR1
property. In appropriate cases the appraiser will be

instructed to determine the value of such enhancement and ARRC
shall grant rental credits to the Public Entity in an amount
not to exceed the value of the enhancement. However, the
credit shall not reduce rent to an amount less than zero.

ARRC may also grant rent credits in recognition of
permanent non-depreciable improvements (such as gravel Till)
made to the property, to be negotiated on a case-by-case basis
prior to installation. Such improvements become the property
of ARRC immediately upon installation. In no event will the
credit reduce rent to less than zero.

C. Rental Rate. The "rental rate”™ used for rent revision
will remain fixed during the term of the agreement and the same
rate will be employed 1in connection with all revisions. The
rental rate will be the one iIn use by ARRC for commercial
leases at the time the agreement is executed.

D. Fair Market Value Rent. The fair market value rent
shall be the product derived from multiplying the fair market
value of the property by ARRC®"s current rental rate.

E. Rent Revision. The rent will be revised at a minimum
every five (6) years o0s as otherwise negotiated. The new rent
established by the rent revision procedure for a particular

period will not be less than the prior period®s rent. A
percentage rate establishing a maximum 1increase in rent (rent
cap) to apply at the time of each revision will be

predetermined and incorporated in the agreement.
7. AGREEMENT BETWEEN ARRC AND PUBLIC ENTITY

Al Contract Terms. The Public Entity will execute
appropriate agreement (lease or permit) with ARRC for its land
use, which shall include at a minimum the following:

(i) as to Right-of-Way, appropriate restrictions and
conditions on the Public Entity"s use vreducing the risk of
safety hazard or interference with other uses of the
right-of-way;

(i) a hold harmless and indemnity for liability
arising from the Public Entity"s use of ARRC land;
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(iin) as to land made available at less than Cull
fair market value, an agreement by the Public Entity to stop
its use of the land 11f such wuse iInterferes with ARRC's
expansion or replacement of railroad facilities or railroad
operations, or 1If 1t creates a safety hazard iIn the opinion of

ARRC; /

(iv) as to land made available at less than full fair
market value, a provision allowing termination by either party
on 90 days notice, except where such a provision will prevent
the Public Entity from obtaining federal funds;

(v) a provision regarding compensation for the use by
the Public Entity, calculated iIn accordance with Paragraph 5 of
this Policy;

(vi) a provision placing the vresponsibility for
compliance with land use planning and platting regulations on
the Public Entity, 1if required by either good practice or local
ordinance; and

(vii) as to land made available at less than Tull
fair market value, a provision that compensation may iIncrease
to full fair market value 1iIn the event the character of the
land"s use changes®™ to a commercial nature, whether due to the
Public Entity"s actions or to changes external to the premises.

B. Permit or Lease. In appropriate instances (primarily
involving Right-of-Way which must remain available for uses
other than the Public Entity"s). ARRC will offer the Public
Entity a permit rather than a Ilease, which will nevertheless
provide for compensation to ARRC under Paragraph 5 of this
Policy. In situations involving projects with federal funding,
neither ARRC®"s standard Hlease nor permit may be appropriate.
In such cases, the parties will negotiate an agreement in good
faith and subject to ARRC Board approval.

C. Payment Terms. When requested by the Public Entity or
deemed desirable by ARRC. the parties may negotiate payment of
compensation (including nominal fees) for the entire term iIn a
lump sum rather than annually, or may mutually agree to such
payments at 5-year intervals. Payment for the entire term may
be discounted to present value using the published Federal
Reserve discount rate then in effect. Payments for a 5-year
interval will not be discounted to present value.

ARRC and a Public Entity may negotiate the exchange of
an interest in lands as a method of paying compensation under
this Policy, subject to AS 42.40.285(1), In such event, a
qualified appraiser shall determine the fair market value of

both parcels (or the iInterests therein) proposed for exchange

Adopted 9/14/09 Page 6 of 7



under the criteria set forth above. The parties may also
negotiate payment of in-kind consideration (for example,
services or materials) by the Public Entity, subject to board

approval.
0. TAXATION AND ASSESSMENTS

The Public Entity will be required to pay all real property
taxes and assessments of every description for which the leased
property or ARHC are or become Iliable. In the event a tax 1is
levied by the Public Entity against ARRC, whether on the
rentals under a lease, or on the property"s fee value, or on
ARRC"s interest 1in the subject property, or otherwise, the
Public Entity shall pay ARRC full fair market value rent
commencing as of the date the property or ARRC is made subject
to such tax.

9. OWNERSHIP OF IMPROVEMENTS: TERMINATION

Subsurface improvements (except utility service connections
and underground storage tanks) become the property of ARRC upon
installation. Any personal property or iImprovements owned by
the Public Entity remaining on the property upon termination
must be removed at the Public Entity’s expense. ARRC may, at
its discretion and“upon request, allow a Public Entity to leave
some or all of 1its 1improvements on the property upon
termination.

293 1WPRE
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: c¢s HB 294(CfiRA)
PUBLISH DATE:

FISCAL NOTE

REQUEST:

Revision D ate:
Title : An Act. .taxation, .property of the

Alaska Railroad Corp. by municipalities.."
Sponsor : House Finance Committee
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nRIj.

Requestor:
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OPERATING FY 91 FY 92 FY 93
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CENERALFUND -0- -0- -0 -
FEDERAL FUNDS

OTHER
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FULL-TIME -0- -0- -0 -
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

There is no Tfiscal effect for FY 90.

Preparedby: jl
Division: M

roved by Commissioner:
Agency: Ccmnunitv &

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

FY 94 FY 95 FY 96
-0- -1- -n -
-0 - -0 - -0 -
-Q- -Ht -0-
-0- -0 - -0 -

Date: _

Date:
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM January 25, 1990

SUBJECT: Sectional Summary of HB 294, An Act relating
to taxation of property of the Alaska
Railroad Corporation by municipalities

TO: Representative Eileen MacLean

FROM: George Utermohle,™
Legislative Counsel

This memorandum is a sectional summary of HB 294.

A summary or analysis ©f a bill is not an authoritative de-
scription of the contents of the bill. The bill itself 1is
the best statement of its contents.

Section 1 of the bill states the purpose of the bill. The
purpose of the bill is to allow property of the state-owned
Alaska Railroad Corporation to be taxed by municipalities.

Section 2 of the bill amends AS 29.45.030(a) by eliminating
the tax exempt status of Alaska Railroad Corporation proper-

ty.

Section 3 of the bill adds a new section to AS 29.45 estab-
lishing procedures for collection of delinquent taxes owed
to municipals.ties by the Alaska Railroad Corporation.

Section 4 of the bill amends AS 42.40.910(a) by providing
that the property of the Alaska Railroad Corporation is sub-
ject to municipal property taxes as authorized under AS 42.-
40.910(d), as added by sec. 5 of the bill.

Section 5 of the bill amends AS 42.40.910 by adding a new
subsection (d) that authorizes municipalities to tax the
property of the Alaska Railroad Corporation under AS 29.-
45.010 - 29.45.600.



Representative Eileen MaclLean
Page 2
January 25, 1990

Section 6 of the bill provides that the bill takes effect
January 1, 1990. The effective date of the bill should be
changed before the bill passes the Legislature.

GU :pi
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March 13. 1990

MEMORANDUM

TO: Representative Eileen MacLean, Chair
Members, House Community and Regional Affairs Committee

FROM:  Scott A. Burgess, Executive DireralL~~"< J)

SUBJECT: HB 294 - Municipal Taxation of the Alaska Railroad

The Alaska Municipal League supports HB 294 allowing municipalities to assess
and levy property taxes against the Alaska Railroad Corporation property within

their municipal boundaries.

The Alaska Railroad Corporation is currently exempt by state law from municipal
property taxes. For three reasons, the AML feels that the Alaska Railroad should
no longer enjoy this protected status: (1) the Railroad’s operations impact
services provided by municipalities: (2) the Railroad is in direct competition with
certain private carriers; and (3) the Railroad has demonstrated solvency since its
transfer to the State of Alaska and is no longer in need of special treatment to
ensure its success.

| have attached several resolutions of individual municipalities supporting taxation.
The League supports HB 294, introduced during the First Session of the Sixteenth
Legislature, which would amend AS 29.45.030(a) to make the real and personal

property of the Alaska Railroad Corporation subject to taxation.

Attachments

snb2:hb294,arrc

VEVg£*» OP THE NATIONAL LCAGUE OP OTIC5 and the national ASSOCIATION OP-COUNT'ES



By: Paul Chizmar

Introduced: 02/22/90
Adopted: 02/22/90
Immediate

Reconsideration

Failed; 02/22/90
Adopted: 02/22/90

RESOLUTION NO. 90-020

A RESOLUTION OF THE FAIRBANKS NORTH STAR BOROUGH ASSEMBLY
SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD CORPORATION®S
PROPERTY TAX LIABILITY EXEMPTION.

WHEREAS, Alaska State Statute 42.40.910 grants the real
and personal property of the Alaska Railroad an exemption from
all taxes special assessments by the State and municipalities;

and

WHEREAS, the Railroad directly and indirectly competes
with private carriers in the transportation of goods along the

railbelt; and

WHEREAS, the private carriers are liable for the
payment of taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at

a relative disadvantage vis a vis the Alaska Railroad;

WHEREAS, this tax disadvantage distorts the allocation
of society"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad®"s property interest
benefits from services provided from the local government; anl



WHEREAS, the Alaska Railroad docs not reimburse the
local government for any of these benefits which , In fact, the
Railroad is increasing fees charged to local governments for use
of i1ts right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the

local taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt
status.

NOW, THEREFORE, Fairbanks North Star Borough Assembly
resolves:

Section 1; That Alaska State Statute 42.40.910 be
amended to read as follows:

A.S. 42.40.910. “Exemptions from taxation, (@ The
exercise of the powers granted by this chapter shall be
in all respects for the benefit of the people of the
state, fTor their well-being and prosperity, and for the
improvement of their social and economic conditions.
(Subject to (b) of this section the] The real and
personal property of the corporation shall be liable
for property taxes levied bv a Municipality. (And it;,
assets] Its iIncome and receipts are exempt from all
taxes (and special assessments] of the State or a
political subdivision of the State.”

Section 2: That this resolution is effective upon
passage and approval.

RESOLUTION NO. 90-020
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Section 3: That copies of the resolution shall sent to
the Governor of the State of Alaska and the President and CEO of
the Alaska Railroad Corporation and all members of the Alaska
State Legislature.

PASSED AND APPROVED THIS 22ND DAY OF FEBRUARY, 19S0.

-4~ 4 aek

Presidihg Officer

ATTEST:

Cleric "of the Assembly

PESOLUTION NO. 90-020
Page 3 of 3



MATANUSKA-SUSITNA BOROUGH
Resolution Serial No, 90-026/?/H

A RESOLUTION OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH
SUPPORTING THE PASSAGE OF LEGISLATION AUTHORIZING THE TAXATION OF

ALAS&IJtAI LSTIMLEFIOPEM,
WHEREAS, the Alaska Municipal League (AML) has i1ncluded, 1n

its fTiscal stability measures, a proposal for local taxation of
Alaska Rairlroad Corporation property; ard

WHEREAS, the real and personal property of the Alaska
Railroad Corporation should be excepted from the exemption Tfrom

taxation granted to public property; and

WHEREAS, House Bill 294 and Senate Bill 300 authorize the
taxation of Alaska Railroad Corporation property; and

WHEREAS, the Assembly of the Matanuska-Susitna Borough
supports tha passage of legislation removing the exemption from
taxation of Alaska railroad property; and

WHEREAS, the addition of such property to the tax base of
local municipalities will promote the fiscal stability of local
regions,

WHEREAS, the property of the Alaska Railroad places a burden
upon railbelt communities for the costa ofproviding basic

services to the railroad,
NOW, THEREFORE, BE IT RESOLVED that Che Assembly of the

Matanuska-Susitna Borough supports the elimination of the exemp-
tion from taxation of the real and personal property of the
Alaska Railroad Corporation,

BE IT FURTHER RESOLVED that copies of this Resolution be
forwarded to all members of the Alaska state Legislature, the
Governor of the state of Alaska and the Alaska Municipal League.

usitna
Linda Dahl, Borough Clark
(SEAL)
7\021<90-3 1/1 RES NO.90-026

AM No. 90-059
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RESOLUTION NO. 9018

A RESOLUTION OF CITY COUNCIL OF THE CITY OF VALDEZ,
ALASKA, SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD
CORPORATION®"S PROPERTY TAX LIABILITY EXEMPTION

WHEREAS, Alaska Stata Statute 42.40.910 grants ths real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities; and

WHEREAS, the Railroad directly and indirectly competes with
private carriers in the transportation of goods along the raiibelt;
and

WHEREAS, the private carriers are liable for the payment of
taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad®"s property iInterest benefits
from services provided from the local government; and

WHEREAS, the Alaska Railroad does not reimburse the local
government for any of these benefits which, i1n fact, the Railroad
IS increasing fees charged to local governments for use of 1its
right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the local
taxpayers; and

WHEREAS, a private railroad would not enjoy tax axemrjpt
status.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL O7 THE CITY
OF VALDEZ, ALASKA, that

Section 1. The City of Valdez supports the amendment of
Alaska State Statute 42.40.910 to read as fTellows:

A.s. 42.40.910. "Exemptions from taxation. (@ The exercise
of the powers granted by this chapter shall be in all respects
for the benefit of the people of tho state, for their well-
being and prosperity, and for the improvement of their social
and economic conditions. [Subject to (b) of this section the]
The real and porsonal property of tho corporation sh-1 be
liable for property taxes lovlori by a Municipal:ty.



CITY OF VALDEZ
RESOLUTION NO. 9018
Page 2

[And i1ts assets] Its income and receipts are exempt from all
taxes [and special assessments] of the State or a political
subdivision of the State.™

Section 2. That this resolution is effective upon passage and
approval.

Section 3. That copies of this resolution shall be sent to
the governor of the State of Alaska and the President and CEO of
the Alaska Railroad Corporation, Senator Lloyd Jones Chairman of
the Senate Transportation Committee, Representative Eileen Maclean
Chairman of the Hougo Community and Regional Affairs Committee,
Representative Eugene Kubina, Senator Mike Szymanski, Senator Jay
Kerttula and the Alaska Municipal League.

PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF VALDEZ,
ALASKA, this 5th day of March, 1990.

CITY OF VALDEZ, ALASKA

ATTEST

(JjktLO tSjuU -L i
Jeanne Donald, City Clerk
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CITY (it WHITT 11K, ALASKA
KI'KULUT ION NO, 191 -0(1

i RPSOLUT ION Of THE CITY COUNCIL Of Tilll CITY OF WHITTIER. ALASKA
iuUrrORT INO, THE ELIMINATION Ol TUl- NLASKA KAII.ROAD CORPORATION'S
*ROPERTY TAX LIABILITY fX-MPTION,

Clll HHAS; Alaska state Statute 42.40,910 yrunlb 1lIn- real and per sonalj
>ropci Ly of the Alaska Railroad an exempt ion from all t.ixeb and s»p«t
IMs**j-,sm*.-nts Ly the State ami murm ipal itiut; .mil

VMIL'KLAS; the Rail road directly and indirectly competes with private >
eamors in this tjanspod al ion of 4,,c<31: alony the railbclt; and

CHt'KHAS; the private carriers are liable for the payment of taxes t<
he State and munic ipal it iet>; and

V'HFRFAS; those tax paymentft place the other canierH at a relative
liv.adx ant dije vis a vis the Alaska Railroad;

r
V'HERLAS; this tax advantage distorts the oJlonalion of society’'s
esources from the innid efficient nij possible; and

VIIt'RFAS; the Alaska Railroad’s property inLeresf benefits from
service*. provided from the local government.; and

tfHFRF.AS; the Alaska Railroad does not reimburse the local government
:or any of those benefits which, in fact, tin- Railroad is inereas,irut

’ees charyiid to local governments for use of its riyht-of-iv.ays and
leasehold nU"'r?r«HIl b; and

VHERCAS; this disparity places .-m unfair burden on the Ilocal tax-
payers; and

VIIERFAS; a private railroad would not enjoy tax exempt, status.
*;0W, THEREFORE, THE WHITTIER CITY COUNCIL RESO01.VKS:

Section That Alaska State Statute 42.40.910 he amended to
cad as fo lluws:

\.S. 4J3.40.910. "hxemptions from taxation, (a) The exorcise of the
Xwers yranted by t.hi.s chapter shall be in all respect s for the
.enefit of Il.he people of the state, fox their well-being and |
srasperity, and for the emprovement of theix social and economic ]
eonditions. (Subject to (b) of this section the) The real

nnd perr.cmal proper!\ of the corporal ion sh.»lI1 bo liable for

iroperty laxes 1lcvi.-d by a Munieipa 1lty . fAnd its assets]

it;; income and receipts .ne exempt- frvwn all taxes [and special i
jSSessnents 1 of |Il.lie Stale or h political subdivision of the

4dr R



ojcj Miio S 7or 47; ;404 citv of unittie

»»at-mn 3: Tlut copies of the res.jlul jeu shall be sent. In the
Governor of tin; St.ite of Alaska and the Pit?sjdt*nl and CEO of the
vl.ishi Railroad Corporal ion and all r.iembeis of the Alaska St,Me

.O'lisl.it urc,

‘ASSLD AND APPROVED by the Whittier ciiy Council this " (lay
ot ri-u w C (wo. y — 1

Gedrgi.i )\y:K, Mayor

\TTH.ST:

tonda Gaul, City Clerk



RESOLUTION 90-3

A RESOLUTION OF THE CITY OF NORTH ROLE SUPPORTING
THE ELIMINATION OF THE ALASKA RAILROAD CORPORATION®S
PROPERTY TAX LIABILITY EXEMPTION

S
#

WHEREAS, Alaska State Statute 42.40,910 grants the real
and personal property of the Alaska Railroad an exemption from
all taxes and epecial assessments by the State and
municipjlit)ea; and

WHEREAS, the Alaska Railroad directly and indirectly
competes with private carriers in the transportation of gocdfi
along the railbelt; and

WHEREAS, the private carriers are liable for the payment
of taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage in comparison to the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society”"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad"s property interests benefit
from services provided by local governments; and

WHEREAS, the Alaska Railroad does not reimburse local
governments for any of these benefits and, iIn fact, the Alaska
Railroad 1is increasing fees charged to local governments for use
of its right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the
local taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt
status;

NOW, THEREFORE BE IT RESOLVED by the City Council of the
City of Nor%h Pole ‘that.;

Sectionl. Alaska Statute 42.40.910 be amended to road
as follows:

A.S. 42.40.910. T"Exemptions from taxation. (@ The ex-
ercise of the powers granted by this chapter shall be iIn
all respects for the benefit of the people of the state,
for their well-being and prosperity, and for the improve-
ment of their social and economic conditions. (Subject
to (b> of this section the) The real and personal prop-
erty of the corporation ahal! be Iliable for crooertv
taxes levied hv a Municipality. ((And its assets) Its
income and recojptn are exempt from all taxra (and
special assessments) of the State or a political sub-
division of the State."



RESOLUTION 90-3
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CITY OF WASILLA

290 E. HERNINC AVE.
U'ASELLA, ALASKA 00G87 1
RHONE: (907) 373.9030
FAX: (007) 373-0789

RESOLUTION NO. WR90-13

A RESOLUTION OF THE CITY COUNCIL OF WASILLA, ALASKA SUPPORTING
MUNICIPAL TAXATION OF THE ALASKA RAILROAD.

WHEREAS, the Alaska Railroad Corporation owns and operates
real estate, fTacilities and equipment within the corporate
limits of Wasilla; and

WHEREAS, those properties and operations provide benefits
to the City and 1its transportation system, but they also create
costs for vroad crossings, utility service, fTire protection,
public safety, hazardous materials exposure, noise, smoke and
other negative impacts; and

WHEREAS, the rail system was originally capitalized at no
cost to the corporation; and

WHEREAS the rail right-of-way and facilities and the
revenues they produce are dedicated to the exclusive use and

control of the railroad corporation,

NOW, THEREFORE BE IT RESOLVED bv the City Council of
Wasilla, Alaska that they support placing the Alaska Railroad
Corporation in the same municipal tax status as any other
individual or business, to pay their fTair share of municipal
services.

I certify that a resolution iIn substantially the above form was
passed by a majority of those voting at a duly called and
conducted meeting of the governing body of the City of Wasilla

this 26th day of February , 1990.
APPROVED:

ATTEST;

Filing P

City Cle



Introduced by: Council Member Hayes
Date: February 26, 1990

RESOLUTION MO. 3157

A RESOLUTION OF THE CITY OF FAIRBANKS SUPPORTING
ALASKA LEGISLATURE SENATE BILL NO. 300

WHEREAS, Alaska State Statute 42.40.910 grants the real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities; and

WHEREAS, The Railroad directly and indirectly competes with
private carriers in the transportation of goods along the railbelt;
and

WHEREAS, the private carriers are liable for the *ayment of
taxes to the State and municipalities; and

m WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society's resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad's property interest benefits
fron services provided from the local government; and

WHEREASL, the Alaska Railroad does not reimburse the local
government for any of these benefits which, in fact, the Railroad
iIs increasing fees charged to local governments for use of its
right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the local
taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt

status.



NOW, THEREFORE, THE CITY OF FAIRBANKS CITY COUNCIL resolves;

Section 1 That Alaska State Statute 42,40.910 be a*ended to
read as follows:

A.S. 42.40.910 "Exemptions from taxation, (a) The
exercise of the powers granted by this chapter shall
be in all respects for the benefit of the people of
the state, for their well-being and prosperity and
for the improvement of their social and economic
conditions. (Subject to (b) of this section the)
The real and personal property of the corporation
shal!L_be. _liable for orcoertv taxes levied bv a
Municipality. [And its assets] Its income and
receipts are exempt from all taxes [and special
assessments].,of the State or a political subdivision
of the State."

Section 2 That this resolution is effective upon passage and
approval.

Section 3 That copies of the resolution shall be sent to the
Governor of the State of Alaska and the President and CEO of the
Alaska Railroad Corporation and all members of the Alaska State
Legislature.

PASSED AND APPROVED by the city of Fairbanks City Council this
26th day of February, 1990.

J.W. nununuj, nayor
ATTEST:

fkm *-—
NORMA JEAN KS, Acting City Clerk



Municipality of Anchorage

MEMORANDUM
DATE: December 21, 1988
TO: Ron Garzini, Municipal Manager
THRU: Bob Nelson, Chief Fiscal Officer
FROM: Steve Van Sant, Municipal Assessor
SUBJECT: Alaska Railroad-Potential Property Tax to the Municipality of
Anchorage

You have asked the question, "What would the railroad pay in taxes if i1t were to
pay property taxes? We must try an estimate for Senator Pearce."

Short Answer: We estimate the total value of Alaska Railroad Property (real and
personal) within the Municipality to be approximately $66,679,900. At an
average mill rate of 15 mills, this would yield annual revenues of approximately
$1,000,000.

More detail, as regards to our assunptions, and a copy of the ARRC Annual Report
for year end December 31, 1987 are attached.

cu: Don Sinmons



MUNICIPALITY OF ANCHORAGE 1989 LEGISLATIVE PROGRAM

TITLE: Property Tax Liability for The Alaska Railroad Corporation
A.S. 42.40.910 (@&

SPECIAL LEGISLATIVE REQUEST: |
Amend the Statutes to add the following:

A.S. 42.40.910. ""Exemptions from taxation, (@ The exercise of the
powers granted by this chapter shall be iIn all respects for the
benefit of the people of the state, for their well-being and
prosperity, and for the improvement of their social and economic
conditions. [Subject to () of this section the] The real and
personal property of the corporation shall be [liable for property
taxes levied by a Municipality. [And its assets] Its incomeand
receipts are exempt from all taxes [and special assessments] of the
State or a political subdivision of the State.™

BACKGROUND/JUSTIFICATION:

The Alaska Railroad Corporation is one of the very few government
agencies in the State which 1s in direct competition with private
enterprise, however, 1t claims exemption from property taxes giving
it a financial advantage over private competition. Should the State
sell the railroad, the private owners will be expected to pay
property taxes with no other change occurring other than, ownership.

The Alaska Railroads property interest benefits from all services
provided on a local level and the exemption of this property places
undue burden on the remaining taxpayers. The Alaska Railroad is
currently iInstituting a drastic increase of fees for use of its right
of way and leasehold interests to Municipalities along the railbelt.-

8TAPF CONTACT: Bob Nelson, Chief Fiscal Officer, 343-6610



COMMUNITY AND REGIONAL AFFAIRS
TESTIMONY ON ARRC PERSONAL & REAL PROPERTY TAXES
HB-294

MAY 2, 1989

Madam Chairman and members of the Committee. | am Marv Yetter, Vice President
of Finance for the Alaska Railroad Corporation (ARRC), and am here today to testify

on HB-294, ARRC personal and real property taxes by municipalities.

«

* Should the ARRC pay personal and real property taxes to municipalities?

« Will the municipalities continue to expect free land use and other free services

from the ARRC?

« Will the State of Alaska concinue to expect dividends from ARRC?

Before we answer these questions, we must determine what is the objective of ARRC
paying taxes. If the objective is to raise additional funds for state and municipal
governments, then HB-294 will actually reduce the funds available to these

governments and increase the profits of ARRC. How is this possible?

Let's look at the actual cash value of the annual dividends paid to state and municipal

governments by the ARRC:



Current in Place

Annuel
Number Type Current Fees FMV Foes
33 Leases $195,726 $767,100
35 Permits - Land 4,120 1,009.800
344 Permits - Other 11,053 100,000
100 Contributions - Cash 41,000 91.000
180 Contributions - In Kind 0 45.000
N/A Passenger svs - Whittier shuttle 0 900,000
692 TOTALS $251,89.9. $2 512,202
In Process

Properties
Description FMV
Government Hill Bluff $1,500,000
Port of Anchorage Parcels 25,000
Phillips Field Road Access 150.000
Nenana Dock 400.000

Seward Dock 1,000,000 (plus)
"Girdwood Section House 0
TOTAL $3.07S.nnn

"Above list of leases and permits may not be all inclusive and detailed analysis will

probably indicate substantially increased values and additional properties.

As you can see, the State and its municipalities receive dividends worth approximately

$3 million on an annual basis and could receive additional



properties valued at $3-4 million. If the ARRC was not a quasi-private corporation
and treated each one of these as a pure business decision, the outcome would be that

tho private sector railroad would have substantially Increased profits as a result.

Now, if the state and its municipalities expect the railroad to pay taxes and in addition
provide these dividends at fees substantially below market value, then within one to
two years it will be necessary for the state to subsidize the capital and debt service of

the ARRC.

The Alaska Railroad has survived two of the worst derailments in its history, a
hundred-year flood which wiped out two major bridges as well as washing out
innumerable miles of track, a chemical release, and the worst economic slump in
decades. In addition, ARRC reinvested all its profits plus borrowed funds into $50
million in plant, equipment and administrative programs during the past four years. All
of this for a corporation which averages less than $4 million per year in profits since

ownership by the state.

Through all of this, the ARRC has never requested funds from the State of Alaska or
its subdivisions. And, in fact, has turned down on-going subsidies for passenger service
which were paid to the federal government by the State until the State owned railroad
was established in 1985. We will be taking delivery shortly of a new 480-seat, $5
million passenger train, not for the Alaska Railroad, but for the State of Alaska,
Seward, Whittier, Wasilla, Talkeetna, Nenana, Fairbanks, etc. to increase their tourist
business. During state ownership, Whittier has seen their service increase 40% and the
City of Seward will have five-day per week passenger service this summer where none
existed five years ago. These are only a few examples of what the railroad is doing for

Alaska, the list goes on and on.

How much more can the railroad give before it derails? Mot much as it s being pushed

to the limits, and with each passing legislative session, che



railroad loses more of what it was designed to be. If the railroad is to continue as the
eighth largest employer in the state and unsubsidized by the state, then it cannot pay
taxes without charging FMV for its services to government entities.

Please remember corporations don't pay taxes, people do, people like you and me.

Thank you for giving me this opportunity to comment, and | would be pleased to answer

any questions you may have.

5/2/89



ALASKA ASSOCIATION OF ASSESSING OFFICERS

March 15, 1990

Honorable Representative Eileen MacLaan, Chair
House Community and Regional Affairs Committee
P. o. Box V

Juneau, Alaska 99811

Dear Representative MaclLean,

This letter 1s In response to your iInquiry regarding the types of
information needed by our Association from ARRC to effectively
measure the impact of HB294.

Numerous concerns have been voiced regarding the impact of taxing the
ARRC and the presumed shifting of these tax liabilities by ARRC to
private users iIn the form of Increased fares, and public entities iIn
the form of increased lease and permit fees. Anorher concern is
whether the taxation of ARRC will negatively effect the continued
operation of ARRC as a viable, self-supporting entity.

It 1s impossible to estimate the impact of a tax [liability without
knowing the amount of that liability. An estimated value of railroad
property would require the disclosure by ARRC of information
previously made unavailable to our Association.

Necessary information includes a detailed breakdown by jurisdiction
of all operating and non-operating assets of ARRC. This breakdown
should include use and location of lands owned and used by the
raillroad, leased or permitted to public entities or private parties
including rents and terms of agreements. Additionally, a complete
inventory of improvements including roadbeds, switchyards, buildings,
bridges and tunnels would be required. A breakdown of equipment such
as rolling stock, whether owned, leased or rented, computers,
maintenance equipment and inventories would also be necessary.

In the valuation process typically three approaches are used. The
market approach would have little application due to lack of
comparable sales iInformation. The cost approach would be limited by
the difficulty iIn quantifying obsolescence. The valuation of ARRC
would best be accomplished using the income approach to value. It i1s
our opinion that a complete audit of ARRC iIncome and expenses would
be required to arrive at a realistic value. This iIncome derived
value would need to be allocated between the various jurisdictions
using the detailed information supplied by ARRC of all operating and
non-operating assets by location.

When this iInformation is supplied to our Association, we will be in a
better position to address concerns regarding the estimated tax
liability of ARRC.



During the teleconference on HB 294 on Tuesday, March 13, we offered
an amendment which we believed would alleviate some concerns raised
by ARRC. Previous testimony by ARRC i1ndicated that they would be
unable to give land to municipalities for public uses while being
forced to pay taxes with little or no income derived from the
property. It is our opinion that the railroad should not pay taxes on
property it leases to municipalities for a nominal fee for public
purposes. Therefore, we would offer the following amendment:

Page 1
Line 24
should be amended to read:

29.45.600. except property leased to, or permitted to a
municipality for public purpose uses.

There was a question raised by Scott Burgess regarding protection of
municipalities from the increase of fees by ARRC for use of this
property. This amendment does not offer protection, i1t only addresses
concerns raised by ARRC of being forced to pay taxes on property
which does not produce income.

We appreciate your committee"s concern on this issue and remain
available to address any assessment questions which may arise.
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Railroad plans worker bonuses

Thriving state-owned corporation to pay $700,000 in holiday cheer
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RESOLUTION 90-10

HOUSTON. ALASKA
A BICENTENNIAL COMMUNITY

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF HOUSTON, ALASKA
SUPPORTING THE ELIMINATION OF THE ALASKA RAILROAD CORPORATIONS
PROPERTY TAX LIABILITY EXEMPTION.

WHEREAS, Alaska State Statute 42.40.910 grants the real and
personal property of the Alaska Railroad an exemption from all
taxes and special assessments by the State and municipalities;
and

WHEREAS, the Railroad directly and 1indirectly competes with
private carriers iIn the transportation of goods along the
railbrit; and

WHEREAS, the private carriers are liable for the payment of
taxes to the State and municipalities; and

WHEREAS, these tax payments place the other carriers at a
relative disadvantage vis a vis the Alaska Railroad; and

WHEREAS, this tax disadvantage distorts the allocation of
society"s resources from the most efficient mix possible; and

WHEREAS, the Alaska Railroad"s property interest benefits from
services provided from the local government; and

WHEREAS, the Alaska Railroad does not reimburse the local
government for any of these benefits which, iIn fact, the Railroad
is iIncreasing fees charged to local governments for use of its
right-of-ways and leasehold interests; and

WHEREAS, this disparity places an unfair burden on the local
taxpayers; and

WHEREAS, a private railroad would not enjoy tax exempt status.

NOW, THEREFORE, BE IT RESOLVED that the Alaska State Statute
42 _.40.910 be amended to read as followsr

A.S. 42.40.910. "Exemptions from taxation, (@) The exercise
of the powers granted by this chapter shall be i1n all
respects for the benefit of the people of the state, for

P.0. BOX 940027 « HOUSTON. ALASKA 99694 - 892-6869



Resolution 90-10
Page 2

their well being and prosperity, and for the improvement of
their social and economic conditions. [Subject to (b) of
the section the) The real and personal property of the
“orporation shall be liable for property taxes levied by a
Municipality. [And its assets] Its income and receipts are
exempt from all taxes [and special assessments] of the State
or a political subdivisions of the State.”

ADOPTED by a duly constituted quorum of the City Council of
Houston, Alaska this 13th day of March, 1990.

Deputy Mayor Pro-Tem

ATTESTI



6-0775E

Utermohle
3/14/90
Original sponsor(s): Finance Committee
IN THE HOUSE BY THE C&RA COMMITTEE

CS FOR HOUSE BILL NO. 294 <“C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled; "An Act relating to taxation of property of the
Alaska Railroad Corporation by municipalities; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. This Act provides that the real and personal
property of the Alaska Railroad Corporation 1is subject to property taxes
imposed by municipalities. The real and personal property of the Alaska
Railroad Corporation is excepted from the exemption from taxation granted
to property of the state by art. 1IX, sec. 4, Constitution of the State of
Alaska.

* Sec. 2. AS 29.45.030(a) 1is amended to read:

(@ The fTollowing property is exempt from general taxation:
(1) municipal, state, or federally owned property, except
that
(A) a private leasehold, contract, or other interest
in the property is taxable to the extent of the interest;
() the real and personal property of the Alaska
Railroad Corporation 1is taxable as provided in AS 29.45.010 -
29.45.600, except real property leased, or subject to a permit
issued, to a municipality for public use for which the cost to
. the municipality does not exceed the corporation®s expenses of
271 administering the lease or permit;
281 (2) household furniture and personal effects of members of

29 a household;

-1- CSHB 294 (C&RA)



(©)) property used exclusively for nonprofit religious,
charitable, cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entire-
ly of persons with 90 days or more of active service iIn the armed
forces of the United States whose conditions of service and separation
were other than dishonorable, or the property of an auxiliary of that
organization;

(5) money on deposit;

(6) the real property of certain residents of the state to
the extent and subject to the conditions provided iIn (e) of this
section;

(7) real property or an interest in real property that 1is
exempt from taxation under A3 U.S.C. 1620(d), as amended.

* Sec. 3. AS 29.45 is amended by adding a new section to read;

Sec. 29.45.295. COLLECTION OF DELINQUENT TAXES ON PROPERTY OF
THE ALASKA RAILROAD CORPORATION. (@ The property of the Alaska
Railroad Corporation is exempt from AS 29.45.300 - 29.45.490.

((9)) A municipality may bring an action iIn the superior court
compel payment of property taxes due from the Alaska Railroad Corpora-
tion, if the corporation does not pay the amount due within six months
from the date that the taxes are due.

* Sec. 4. AS 42.40.910(a) 1is amended to read:

(@) The exercise of the powers granted by this chapter shall be
in all respects for the benefit of the people of the state, for their
well-being and prosperity, and for the improvement of their social and
economic conditions. Except as provided in [SUBJECT TO) (b) and (d)
of this section, the real and personal property of the corporation and
its assets, iIncome, and receipts are exempt from all taxes and special

assessments of the state or a political subdivision of the state.

CSHB 294 (C&RA) —2-



Sec. 5. AS 42.40.910 is amended by adding a new subsection to read:

(d The property of the corporation is subject to property taxes
imposed by municipalities under AS 29.45.010 - 29.45.600.

Sec. 6. This Act takes effect January 1, 1991.

-3- CSHB 294 (C&RA)





