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SPONSOR STATEMENT

HOUSE BILL 462

"AN ACT MANDATING THE SALE OP THE ALASKA RAILROAD"

In 1984, when the Legislature adopted the enabling legislation
establishing the Alaska Railroad Corporation, the intent could
not have been more clear. Section 1,"Legislative Findings and
Purposes'™, states 1in part: "It iIs the purpose of this Act to
(D create a viable economic entity with the powers and duties
necessary to operate and manage the Alaska Railroad pending
eventual transfer of the railroad to the private sector for
its ownership or operation or both...."

The Act required that every five years the corporation, as
part of its annual report, include an analysis of arrangements
"whereby the corporation may be transferred to private
ownership”™. That provision was later modified to require an
annual report. The corporation has not complied with the
requirement to analyze a sale in their annual report sin*e*it
was established.

Chapter 153 SLA 84 also contains a section reading "The
Governor shall contract with a private consultant for the
preparation of a report on the long-term operations of the
Alaska Railroad that are in the best interest of the state.
The report shall be submitted to the governor and the
legislature by February 1, 1987. It shall contain specific
recommendations on operational alternatives and the transfer
of all or part of the railroad operation to the private
sector™.

Ownership of the Alaska Railroad was transferred to the state
on January 6, 1985



SPONSOR STATEMENT
HB 462
2/21/92

House Bill 462 was iIntroduced to mandate the sale of the
Alaska Railroad to the private sector. The railroad was never
intended to remain in state ownership and the time has come to
mandate action.

AS 42.40.260(b) provided all of the guidelines available for
the corporation to meet the offer-to-sell requirement. A state
attorney general, at the time of the transfer, cautioned
restraint based on interpretations of the federal Alaska
Railroad Transfer Act and 1its reversion provisions. The
attorney general concluded that sale within Ffive years of
transfer would return any profit to the federal government.
The attorney general went on  tosay that the reversion
provisions made retaining the railroad until after 1990 more

beneficial to the state.

It is now 1992! The Division of Legal Services (nhot the
Department of Law) now cautions restraint, expressing concern
over the ™"ambiguity™ of the reversion provision of the federal
Act. That provision expires on January 7, 1995, the effective
date of HB 462.

I have serious doubts as to the need to wAft until 1995 to

sell the Alaska Railroad. 1 have no doubt as to the intent of
the Legislature when it established the corporation. It is
time to get the railroad moving into the private sector, as
the Legislature intended in 1984! 1 ask your support for HB

462 .



| Aaska Ralroad Corporation

POSITION PAPER

HB - 462

This bill proposes to sell the Alaska Railroad and mandates the Govern > to offer
the Railroad for sale and enter into an agreement with the most respons ve offerer
by January 6,1996. A request for proposals must be issued by July 1,1995.

First, the bill proposes something that is similar to language in the present statute
which established the Alaska Railroad Corporation (ARRC) (AS 42.40.940). That
provision provides authority to the Governor to sell or lease the Railroad if it can be
demonstrated that (1) it can be assured that the Railroad will continue to operate
after the sale or lease; and (2) under the terms of the sale or lease, the State will
receive the amount of money it has spent in connection with the Alaska Railroad.

Second, this sort of legislation has significant impact on our ability to enter into long
term contracts for future business. With ownership in doubt, major customers will
be reluctant to enter into long term arrangements. Long term financing will suffer
similar impediments.

Third, because of the time frame specified and lack of specificity as to what is being
offered for sale, it essentially places the Railroad on the auction block to be sold to
the lowest bidder instead of negotiating the highest and best price for a valuable state
asset.

Fourth, the bill is also disruptive to Corporation employees because it impacts their
future. A major segment of existing Corporation employees transferred to the state-
owned Railroad from the federally-owned Alaska Railroad in 1985. Those
employees would be subjected to displacement to another entity that does not
provide for any of the protections written into the Federal transfer bill.

In summary, where an existing authority is already in place which provides for the
same intent as HB-462 and because of the foregoin”™issues detailed in this position
paper, this legislation is unnecessary and, in fact, harmful tc the State's best
interests.
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Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes
have not been left in the files.

Mary Van Nimwegen





