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Rev is ion  D a t e : ___________________________________________________Dept. Affected:____________ Office of the  Governor

Title: "An Act m andat ing  the s a le  of the  A laska_________ BRU: Execut ive  Operations_______________

Railroad; and providing for an e f fe c t iv e  da te . "_________________________ Component: Execut ive  Off ice____________________

Sponsor: Rep re sen ta t ive  Martin_____________________________ _________________________________________________

Requester : House Transportat ion_____________________________ COMPONENT SERIAL NO.  G

F IS C A L NOTE
S T A T E  O F  A L A S K A  BILL NO. H B  136___________

1996 L E G I S L A T I V E  S E S S I O N

Expenditures/Revenues __________________________(Thousands of Dollars)
OPERATING EXPENDITURES FY 9 7 FY 9 8 FY 9 9 FY 1 0 0 FY 01 FY 0 2

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE__________________________________________________________ (Thousands  of Dollars)

1 0 0 2  Federal Rece ip ts

1 0 0 3  GF Match

1 0 0 4  GF

1 0 0 5  GF/Program Rece ip ts  

1 0 3 7  GF/Mental Health 

Qthnr
TOTAL 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

E s t im a te  of any  current year (FY9G ) co st :  $ 0 . 0

POSITIONS

FULL-TIME

PART-TIME

TEMPORARY
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MB 136 A n a ly s is :

H B  136 m andates the sale o f  the A laska  R a ilroad  by the G overnor. Costs associated 

w ith :

co n tra c tin g  fo r  an appra isa l o f  the fa ir  m arke t va lue o f  the ra ilroa d ;

d eve lop ing  and adop ting  any regula tions necessary fo r p riva te  opera tion  o f  the 
ra ilroad  and im p le m e n ta tio n  o f  the sale;

re v ie w  and de te rm ina tio n  o f  the m in im u m  purchase p rice  necessary to ensure that 
the state w i l l  rece ive  the am ount o f  m oney spent in connection  w ith  the ra ilroa d ;

d eve lop ing  a request fo r and eva lua ting  proposals fo r purchase o f  the ra ilro a d ;

and, deve lopm ent o f  a sales agreement trans fe rring  ow nersh ip  o f  the assets and 
lia b ilit ie s  o f  the R a ilroad  C o rpo ra tion  to a p riva te  e n tity ;

w o u ld  have no d ire c t fisca l im p a c t on the E xecu tive  O ffice . H ow ever, va rious E xecu tive  
B ranch  agencies w o u ld  he d irected  to ca rry  out the mandates o f  H B  136 on b e h a lf o f  the 

G overnor, and these agencies co u ld  in cu r s ig n ifican t costs. The various agencies should 
he id e n tif ie d  and su bm it the necessary' fisca l notes fo r pa rtic ipa tio n  in the sale process.

It should  he noted that I IB  136 requires am endm ent o f  the various ac tion  dates - as the 
h il l was in troduced  d u r in g  the F irs t Session o f  the N ine teen th  Leg is la ture, the e x is tin g  
language w o u ld  requ ire  issuance o f  a request fo r  purchase proposals p r io r  to o b ta in in g  an 
appra isa l and subsequent le g is la tive  re v ie w  o f  the appraisal.



STATE OF ALASKA
1996 LEGISLATIVE SESSION
Revision Dato:

FISCAL NOTE
BILL NO. HB 136

Department: Commerce and Economic Development
Title: Act mandating tho sale of the Alaska Railroad and BRU:
providing for an effective date. Component:
Sponsor: Rep. Martin
Requestor: House Transportation COMPONENT SERIAL NO.

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 » FY 98 1 FY99 1 FY00 1 FY01 ! FY 02
PERSONAL SERVICES i l ! t
TRAVEL i 1 1 1 1
CONTRACTUAL ! 1 1 1
SUPPLIES i l l !
EQUIPMENT i l l )
LAND & STRUCTURES I I I !
GRANTS. CLAIMS i ! 1 1 i
MISCELLANEOUS 1 1 1 1 I
TOTAL OPERATING i* 1’ |*

CAPITAL EXPENDITURES • • ;• I* :• I*

CHANGE IN REVENUES • « r  i* r l*

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 General Fund
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

i I ! I
■ t i l l

( I I I
I I 1 I
: 1 i i
i I

TOTAL |* ’ * j* .*

Estimate of any current year (FY 96) cost: S 

POSITIONS
FULL-TIME S t i l l
PART-TIME I 1 1 1 1
TEMPORARY i 1 1 1 1

ANALYSIS: (Attach a separalo page if necessary)

* See altached analysis

Prepared by: Robert Hatfield & James Blasinqamo____________________  Phone:_______ 907-465-2500______
Division: Alaska Railroad Corp. ^ _________________________________ Dalo:____April 3, 1996_______
Approved by Commissioner: William L. Hensley Dato: j - ? - ? C ______________
Agency: Commerce and Economic Devekffiment
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FISCAL NOTE

4/3/96

S T A T E  O F  A L A S K A
1996  L E G I S L A T I V E  S E S S IO N

B I L L  N O .  H B  # 1 3 6

Revision Date: 
Title:

Dept, Affected: DOT6PF
Office o I the Commissioner*An Act mandating the sale ot the Alaska Railroad: BRU: 

and providing (or an elfective date.*___________________________Component: Commissioner's Office
Sponsor:
Requester:

Representative Martin
House Transnortation

Expenditures/Revenues

COMPONENT SERIAL NO. 

(Thousands of Dollars)

#530

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES r ........
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND S STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipts
1C03GF Match
1004 GF
1C05 GF/Program Receipts
1006 GF/MHTIA
Other

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate o f any curren t year (FY96) cost S 0.0

posmoNs
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
There will be a subs tan t ia l cos t to tho state in developing tho proposal, preparing inventories, doing appraisals, 
and assessing hazardous materials. No estimates have been made.

Prepared by:
Division:

Approved by: 

Agency:

Loren Rasmussen, P.E., Acting Director 

is T T o jIL
f / 7im x z

» Joseph L.

Enqtneerinaand Operatiand Operations 
/

i C  i

Joseph L. Perkins. Commissioner 
Department ol Transportation and Public Facilities

Phone:
Date:

Date:

465-2560

4/3/56

4/3/So
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FISC A L N O TE

Revision Date: _________________
Title: "An Act mandating the sale of the Alaska Railroad: BRU:
and providing for an effective date."_________________________________ Component:

S T A T E  O F  A L A S K A

1996 L E G I S L A T I V E  S E SSION

BILL NO. H B  1 36

Dept. Affected: Department of Law
Civil Division

Sponsor:
Requester:

Representative Martin
General Legal Services

T r a n s p o r t a t i o n

Expenditures/Revenues

COMPONENT SERIAL NO. 

(Thousands of Dollars)

2087

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

115.0 115.0 115.0
5.0 5.0 5.0

14.0 14.0 14.0
3.3 3.3 3.3
1.0 1.0 1.0

TOTAL OPERATING 138.3 138.3  1 18.3 0.0 0.0 0.0

I CAPITAL EXPENDITURES

ICHANGE IN REVENUES

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 138.3 138.3 138.3
1005 GF/Program Receipts
1006 GF/MHTIA
Other
TOTAL 138.3 138.3 138.3 0.0 0.0 0.0

Estimate of any currant year (FY96) cost: i 0.0

POSITIONS
FULL-TIME 1.0 1.0 1.0 0.0 0.0 0.0
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

This bill provides that the governor shall issue a reques t for proposa ls (RFP) to purchase the A laska Railroad 
and all other a s se ts  of the Alaska Railroad Corporation. The governor wou ld  further be required to enter into a 
sa les agreement w ith in eighteen months from the date the RFP is issued . Tho bill also provides that the 
Governor shall contract for an appraisal of tho fair market va lue of the railroad and all of its a s se ts . The resu lts 
of the appraisal wou ld  be required to be subm itted to the leg is la ture . The governor wou ld  be required to 
evaluate each proposal to purchase the railroad as to whe the r the offerer will continue to operate the railroad 
after the sa le , and whether tho proposal a ssu re s  the s ta te  will receive the amount of money it has spent in 
connection with the railroad.

The Department of Law be lieves that considerab le legal adv ice will have to be provided to the governor to 
help implement the bill if it is enacted . This is to ensure that a sa le s contract meets the requirements of the bill, 
is fu lly defensib le , and fu lly corqpens^tes the stato for tho amount of money it has spent in connection with tho

~ u  Z # .
Prepared by; 
Division:

-/ \ rrfrRichard APeques,
Administrative Serviced

Approved by Commissioner: 
Agency: _________

Bruce M. Boiclho, Attorney General
Department of Law

Phone:, 
Date:.
Date:

4 6 5 - 3 6 7 2

3 / 1 5 / 9 6

3/1!

IRov 10/9-1) 9Gfisno.»l5/QBR
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FISCAL NOTE

ANALYSIS CONTINUATION:

railroad. Of even greater importance, legal advice will be necessary to shield the sta te  from any post sa les 
liabil it ies that may arise as a resu lt of hazardous w as te  contamination, or labor relations cla ims.

We note that the department probably devoted two plus years of attorney time helping to arrange for the 
transfer of the A laska Railroad from federal to sta te ownership severa l years ago. A similar effort will be 
required if the railroad is so ld . Consequently , this f iscal note ref lects the co s t of three years of attorney time, 
plus trave l, wh ich is the minimum amount that will be needed if the bill becomes law . The se rv ice s of a journey 
level A ttorney IV will be required.

STATE OF A L A S K A  _ BILL NO. HB 136

1996 LEGISLATIVE SESSION

Page 2 of 2



9-LS0438\G

CS FOR HOUSE IHLL NO. 136(TRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION 

BY THE HOUSE TRANSPORTATION COMMITTEE

O ffe re d :
Referred:

Sponsor(s): REPRESENTATIVE MARTIN

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the sale or the Alaska Railroad; and j.roviding Tor an

2 effective date."

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

4

5

6

7

8 

9

K)

11

12

13

« !

• Section 1. SALE OF THE ALASKA RAILROAD, (a) The governor shall issue by 

October I. 1996, a request for proposals to purchase the Alaska Railroad and all other assets 

of the Alaska Railroad Corporation that arc necessary or convenient for the operation of the 

railroad.

(b) By February 15. 1997, the governor shall enter into an agreement to sell the 

Alaska Railroad to the most responsive offeror who agrees to

(1) continue operation of the radroad for a minimum of 20 years following the 

date of sale of the Alaska Railroad;

(2) accept assignment of all contracts, including collective bargaining 

agreements and retirement obligations and agreements with connecting carriers, shippers, or 

other persons concerning services, operation, property, and facilities of the Alaska Railroad

• I*
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1 ji Corporation, entered into by the Alaska Railroad Corporation and in effect on the date of the

2 sale of the Alaska Railroad, provided that the contracts arc assignable under tenns of the

3 contract or that the other parties to the contract consent to the assignment; and

4 (3) purchase the Alaska Railroad for an amount that exceeds either the fair ,

5 market value of the Alaska Railroad and the assets of the Alaska Railroad Corporation that

6 are necessary or convenient for the operation of the railroad or the amount that the State of

7 Alaska has expended to obtain, maintain, and subsidize the Alaska Railroad and the Alaska

8 Railroad Corporation.

9 (c) An agreement to sell the Alaska Railroad under this Act is subject to approval by

10 the legislature. Upon entering into an agreement to sell the Alaska Railroad, the governor

11 shall immediately submit the agreement to the legislature for review during a regular session

12 of the legislature. The legislature may disapprove the agreement by a concurrent resolution.

13 if the agreement is not disapproved by the legislature before the adjournment of the regular

14 session during which the agreement was submitted, the agreement is approved. An agreement

15 to sell the Alaska Railroad that has been disapproved by (he legislature or that has not been

10 submitted to the legislature for review tinder this subsection is void.

17 (d) The Alaska Railroad Corporation may not enter into a contract or other agreement

IS that has the effect or purpose of substantially diminishing the value or marketability of the

19 Alaska Railroad.

20 (c) Notwithstanding other provisions ot this Act. the Stale of Alaska shall retain an

21 easement for transportation, communication, and transmission purposes on all land within the

22 right-of-way of the Alaska Railroad received by the state under the Alaska Railroad Transfer

23 Act of 1982 (P.L. 97-468. Title VI; 96 Stat. 2556).

24 (0 The governor shall contract for preparation of a report on the fair market value of

25 the Alaska Railroad and all other assets of the Alaska Railroad Corporation that arc necessary

26 or convenient for the operation of the railroad by a qualified railroad appraiser. The results

27 of the jppraisal shall Ik submitted to the legislature by the 10th legislative dav ot the first

28 Session of the Twentieth Alaska State Legislature. A contract for the appraisal under this

29 section is exempt from AS 36.30.

30 (g) The governor shall report to the legislature by the 10th legislative da> of the first

31 Session of the Twentieth Alaska State Legislature regarding the procedures established fo' and

I

i
c su it i.v.1 n t\ i -2-
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1 the progress toward the sale of the Alaska Railroad as mandated by this Act.

2 (h) Upon the completion of the sale of the railroad, die governor shall dissolve the

3 Alaska Railroad Corporation. Real property of the Alaska Railroad Corporation that is

4 identified as not necessary or convenient for the operation of the railroad under see. 2 of this

5 Act shall be transferred to, and managed by, the Department of Natural Resources upon

6 dissolution of the Alaska Railroad Corporation.

7 (i) The governor shall adopt regulations under AS 44.62 to implement this Act.

S (j) The sale of the Alaska Railroad under this Act is not subject to AS 36.30 or

9 AS 42.40.

10 • Sec. 2. IDENTIFICATION OF ALASKA RAILROAD CORPORATION ASSETS, (a)

11 By August I, 1996, the governor shall identify all assets, real and personal and tangible and

12 intangible, of the Alaska Railroad Corporation and classify those assets as necessary or

13 convenient for the operation of the railroad or as other assets of the corporation. The

14 governor shall submit the report to the Legislative Budget and Audit Committee.

15 (b) The Legislative Budget and Audit Committee may recommend amendments to the

16 identification or classification of assets listed in the report.

17 * See. 3. This Act takes effect immediately under AS 01.10.070(c).

• 3* CSI111 I36(TRA)
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4/9/96

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

CS FOR HOUSE BILL NO. 136( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINETEENTH LEGISLATURE - SECOND SESSION

IJY

Offered:
Referred:

Sponsor/s): REPRESENTATIVE MARTIN

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the sale of the Alaska Railroad; and providing Tor an 

effective date."

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

Section 1. SALE OF THE ALASKA RAILROAD, (a) The governor shall issue by 

October I. 1996. a request for proposals to purchase the Alaska Railroad and all other assets 

of the Alaska Railroad Corporation that are necessary or convenient for the operation of the 

railroad.

(b) By February 15. 1997. the governor shall enter into an agreement to sell the 

Alaska Railroad to the most responsive offeror who agrees to

(1) continue operation of the railroad for a minimum of 20 years following the 

date of sale of the Alaska Railroad;

(2) accept assignment of all contracts, including collective bargaining 

agreements and retirement obligations and agreements with connecting carriers, shippers, or 

other persons concerning services, operation, property, and facilities of the Alaska Railroad

•I- CSIUJ 136( )
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Corporation, entered into by the Alaska Railroad Corporation and in effect on the date of the 

sale of the Alaska Railroad, provided that the contracts arc assignable under terms of the 

contract or that the other parties to the contract consent to the assignment; and

(3) purchase the Alaska Railroad for an amount that exceeds either the fair 

market value of the Alaska Railroad and the assets of the Alaska Railroad Corporation that 

are necessary or convenient for the operation of the railroad or the amount that the State of 

Alaska has expended to obtain, maintain, and subsidize the Alaska Railroad and the Alaska 

Railroad Corporation.

(c) An agreement to sell the Alaska Railroad under this Act is subject to approval by 

the legislature. Upon entering into an agreement to sell the Alaska Railroad, the governor 

shall immediately submit the agreement to the legislature for review during a regular session 

of the legislature. The legislature may disapprove the agreement by a concurrent resolution. 

If the agreement is not disapproved by the legislature before the adjournment of the regular 

session during which the agreement was submitted, the agreement is approved. An agreement 

to sell the Alaska Railroad that has been disapproved by the legislature or that has not been

submitted to the legislature for review under this subsection is void.

(d) The Alaska Railroad Corporation may not enter into a contract or other agreement 

that has the effect or purpose of substantially diminishing the value or marketability of the 

Alaska Railroad.

(c) Notwithstanding other provisions of this Act. the State of Alaska shall retain an 

easement for transportation, communication, and transmission purposes on all land within the 

right-of-way of the Alaska Railroad received by the state under the Alaska Railroad Transfer

Act of 19S2 (P.L. 97-468, Title VI; 9b Slat. 2556).

(0 The governor shall contract for preparation of a report on the fair market value of 

the Alaska Railroad and all other assets of the Alaska Raiiroad Corporation that are necessary 

or convenient for the operation of the railroad by a qualified railroad appraiser. The results 

of the appraisal shall be submitted to the legislature by the 10th legislative day of the First 

Session of the Twentieth Alaska State Legislature. A contract for the appraisal under this 

section is exempt from AS 36.30.

(g) The governor shall report to the legislature by the 10th legislative day of the First 

Session of the Twentieth Alaska State Legislature regarding the procedures established for and

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

D S lin  136( ) .2.
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the progress toward the sale of the Alaska Railroad as mandated by this Act.

(h) Upon the completion of the sale of the railroad, the governor shall dissolve the 

Alaska Railroad Corporation. Real property of the Alaska Railroad Corporation that is 

identified as not necessary or convenient for the operation of the railroad under see. 2 of this 

Act shall be transferred to, and managed by, the Department of Natural Resources upon 

dissolution of the Alaska Railroad Corporation.

(i) The governor shall adopt regulations under AS 44.62 to implement this Act.

(j) The sale of the Alaska Railroad under this Act is not subject to AS 36.30 or

AS 42.40.

* See. 2. IDENTIFICATION OF ALASKA RAILROAD CORPORATION ASSETS, (a) 

By August 1, 1996, the governor shall identify all assets, real and personal and tangible and

i itangible. of the Alaska Railroad Corporation and classify those assets as necessary or

convenient for the operation of the railroad or as other assets of the corporation. The 

governor shall submit the report to the Legislative Budget and Audit Committee.

(b) The Legislative Budget and Audit Committee may recommend amendments to the 

identification or classification of assets listed in the report.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

•3- C S H B  136( )
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W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

CS FOR HOUSE BILL NO. 136( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINETEENTH LEGISLATURE - SECOND SESSION

15 V’

Offered:
Referred:

Sponsor(s): REPRESENTATIVE MARTIN

A BILL 

FOR AN ACT ENTITLED 

"An Act mandating the sale of the Alaska Railroad; and providing for an 

effective date."

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

* Section 1. SALE OF THE ALASKA RAILROAD, (a) The governor shall issue by 

July 1, 1997, a request for proposals to purchase the Alaska Railroad and all other assets of 

the Alaska Railroad Corporation. The governor shall evaluate each proposal to purchase the 

Alaska Railroad as to whether the offeror will continue to operate the railroad after the sale 

and whether the proposal assures that the state will receive the amount of money it has spent 

in connection with the railroad.

(b) By January I, 1999, the governor shall enter into rn agreement to sell the Alaska 

Railroad to the most responsive offeror.

(c) The governor shall contract for an appraisal of the fair market value of the Alaska 

Railroad and all other assets of the Alaska Railroad Corporation by a qualified railroad 

appi.iiser. The results of the appraisal shall be submitted to the legislature by the IOth

-1- CSHB LW )
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legislative day of the First Session of the Twentieth Alaska State Legislature. A contract for 

the appraisal under this section is exempt from AS 36.30.

(d) The governor shall report to the legislature by the 10th legislative day of each 

regular session of the Alaska State Legislature regarding the procedures established for and 

the progress toward the sale of the Alaska Railroad as mandated by this Act.

(e) Upon the completion of the sale of the railroad, the governor shall dissolve the 

Alaska Railroad Corporation.

(0 The governor may adopt regulations under AS 44.62 to implement this Act.

(g) The sale of the Alaska Railroad under this Act is not subject to AS 36.30 or 

AS 42.40.

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

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

CSIlli !36( ) -2-
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TERRY MARTIN
CHAIRMAN 

BUDGET & AUDIT COMMITTEE
MEMBER 

HOUSE FINANCE COMMITTEE

REPRESENTATIVE MAY 15-JAN 15 258-8169 
716 W. 4T1I. SUITE 650 

ANCHORAGE, AK 995<M

JAN 15-MAY 15 465-37)0 
STATE CAPITOI, 

JUNEAU, AK 99801-1182

HOME 333-6990 
355 DONNA DRIVE. *11 
ANCHORAGE, AK 99504

S E C T I O N A L  A N A L Y S I S  
C S H B  1 3 6  ()

"An A ct m an d atin g  the sa le  o f  the A lask a  Railroad."  

S ection  1.

(a) Slates that the governor shall issue a request by October 1, 1996, for 
proposals to purchase the Alaska Railroad and all other assets of the Alaska 
Railroad Corporation necessary or convenient for operation of the railroad.

(b) Requires that by February 15, 1997, the governor will enter into an 
agreement for the sale with the most responsive offeror that agrees:

(1) to continue operation for 20 years;
(2) accepts all contracts including collective bargaining and retirement 

obligations, provided the contracts are assignable and the other 
parties agree;

(3) purchase the railroad and assets at an amount exceeding 
fair market or an amount that the State has expended to obtain, 
maintain and subsidize the Alaska Railroad and ARRC.

(c) Requires legislative approval after agreement has been made between 
governor and offeror. If agreement is not disapproved by the legislature before
adjournment of the regular session, approval is confirmed. Disapproval requires
passage of a concurrent resolution.

(d) Prohibits the ARRC from substantially diminishing the value or 
marketability of the Alaska Railroad through any contract or agreement.

(e) M aintains State retention of easem ents for transportation, 
communications, and transmission purposes on all land within the right-of-way 
of the AR received under the Alaska Railroad Transfer Act of 1982.

(f) Requests governor to prepare a report on the fair market value of the 
I and its assets by a qualified railroad appraiser and submit to the legislature.by

(/TtgMfl the 10th day of the First Session of the Twentieth Legislature. ^

f r 6*  _ - > *

(A laska js& rte ^E egiskh ire



(g) Requests the governor to report on the procedures and progress of the
sale by the 10th day of the First Session of the Twentieth Legislature.

(h) Requests the governor to dissolve the ARRC upon completion of the sale
and transfers unidentified (unsold) real property to DNR management.

(I) Requires the governor to adopt regulations implementing legislation.

(J) Provides that the sale is not subject to the State Procurement Code (AS
36.30) or the Alaska Railroad Corporation (AS 42.40).

S ec tio n  2.

(a) Requires the governor to identify all ARRC assets and classify those assets 
necessary for the operation of the railroad accordingly by August 1, 1996. 
Requires submittal of the report to the LB&A Committee.

(b) A llow s the LB&A Committee to amend the identifier 's or 
classifications of assets in report.

S ec tio n  3.

Requires the Act to take effect immediately.
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H B 136

"An Act m and atin g  the sa le  o f  the A lask a  R ailroad .”

U nder the Alaska Railroad T ransfer Act of 1983, the Alaska Railroad was 
transferred to the State of Alaska on January 6, 1985. W ithin ten years of the 
date of transfer, railroad-owned land could have been purchased by a private 
entity , subject to restrictions on the State by the federal governm ent. The 
provision preventing disposal of the land expired on January 7,1995.

In view that the federal restrictions on transfers have ceased to apply, this is an 
opportune tim e to work w ith current private b idders at selling the Alaska 
Railroad. With that line of thought, HB 136 provides the m echanism  through 
which the process of the sale can be initiated. The parameters, which are set in 
the bill, d istinguish  a clear re la tionsh ip  betw een the governor and  the 
legislature w ith regards to the bidding, overview and sales process.

In reference to the reasoning and justification of the sale, the bottom  line is 
that the State’s powers should not be broadened in such a m anner that private 
enterprise activity is infringed upon. Past profit disclosures by the railroad 
have show n significant earnings through real estate transactions. As for the 
transportation operations, which is realistically the underlying purpose for the 
ARRC's inception, there have been significant losses reported in  the last 6 
years.

An audit by Mercer Management C onsulting of Lexington found "the ARRC 
m anagem ent to be som ew hat fragm ented , w ithou t a team focus, and 
apparently comfortable with the status quo", as stated in the Alaska Journal of 
Commerce. In add ition , business c lien te le  of the railroad, as w ell as 
com peting enterprises have expressed concerns towards the ARRC (a state 
ow ned corporation), possessing the ability  to generate revenues through real 
estate payments. Hence, it is time to privatize this arm of state governm ent,^ 
allow ing private bidders to purchase the organization, thereby allow ing oqr 
free market system to flourish, while successfully reducing another segm ent of 
our oversized governmental bureaucracy. *'
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"An Act m an d atin g  the sa le  o f  the A lask a  Railroad."

S ectio n  1.

States that the governor shall issue a request by July 1 ,1997, for proposals to 
purchase the Alaska Railroad and all o ther assets of the Alaska Railroad 
Corporation. Requires that the governor w ill evaluate the proposals and will 
oversee that the State receives adequate compensation.

By January 1 ,1999, the governor will enter into an agreement for the sale w ith 
the m ost responsive offeror. In addition, the governor shall contract w ith an 
appraiser and the report subm itted will be distributed to the legislature by the 
10th day of the First Session of the Twentieth Alaska State Legislature. During 
each legislative session, by the 10th legislative day he shall give a report 
regarding the progress of the sale. Upon the com pletion of the sale, the 
governor shall dissolve the Alaska Railroad Corporation.

S ec tio n  2.

Requires the Act to take effect immediately.
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October 4 ,1 9 9 5

President Drue Pearce
71 6  West 4th Avenue, Suite 500
Anchorage, Alaska 99501-2133

Dear President Pearce:

I am writing to you to indicate my strong interest in purchasing The A, .ka Railroad 
Corporation (ARRC). I am simultaneously sending a copy of this letter to e Chairman 
of the railroad, Governor William Sheffield, and asking his advice on how we should 
proceed to achieve this goal.

My interest in ARRC stem s from my broad interest and involvement in transportation 
logistics and my feeling that upgraded and modernized systems can contribute greatly to 
a  region’s  economy. At present I am the principal owner of Montana Rail Link, a  major 
regional railroad, that has brought upgraded transportation service to the State of 
Montana and materially enhanced the local economy. I am also heavily involved in tug 
and barge activities in the Pacific Northwest and British Columbia and extending into 
Alaska.

My specific reason for this proposal stems from my deep interest in the economic 
development of Alaska. It is my feeling that the State's economy could benefit greatly 
from an improved and modernized railway system and I am prepared to commit to an 
upgrading of the railroad. I can also envision that with the involvement of Canadian 
interests we can work towards the construction of a  railroad that connects Alaska with the 
lower states and ultimately into a PanAmerican Railway system. It is clear to me that a 
worldwide Global IntemodaJ System is taking shape and I believe it is essential for the 
economy of Alaska that the State become an integral part of the network.

BACK-UP



President Drue P e a r c s

O c tober 4 , 1 9 9 5

P a g e  2

I w o d b  like to c e  d e a r  from the ou tse t that my in terest lie s primarily in the transportation 
a sp e c ts  o t ARRC an a  utiSzing ail of the Company’s  a s se ts  to enhance operation of the 
sy stem . I a n  prepared to comm it to investing to upgrade the railroad and to work with 
the SL&b  Government to p lan for se rv ice  le ve ls  that will facilitate the S tate 's econom ic 
deve lopm en t My vssion for the railroad en com passe s im aginative passenge r service 
o fferings arc rea l e s ta te  deve lopm ent activ ities that will help build the tourist trade a s well 
a s  e tS dec t f r a g r t  se rv ice  incorporating the most up-to-date intermoaal concepts.

I w ou ld refisn th e  opportunity to d is c u s s  th is proposal with each  of you and answer any 
question s you m ay have . I am  prepared to ded ica te  the ana ly tica l and financial resources 
n ece ssa ry  fcr the eva lua tion  and consummation of the proposed transaction . My staff 
an d  adv iso rs have ex ten s ive  acquisition experience in the transportation industry and are 
confident th& v*e can  m ove qu ick ly in eva lua ting ARRC. I look forward to hearing from 
you .

Sircerety,
f .*

Dennis Washington
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STATE OF ALASKA
(907) 465-3867 or 465-2450
FAX (907) 465-2029 240 Main Strut. Sake 500
M ail Slop 3101 Juneau. Alaska 99801-2101

M E M O R A N D U M  November 9, 1992

Alaska Railroad Transfer Act: Restriction on the sale of the 
Alaska Railroad (Work Order No. 18-LS0177)

Representative Terry Martin 
ATTN: Tom Anderson

George U te rm o h le^ /
Legislative Counsel

This memorandum summarizes the provision of the federal Alaska Railroad Transfer 
A cl (P.L. 97-468, Title VI) that restricts the ability of the legislature to sell the state- 
owned Alaska Railroad.

The Alaska Railroad Transfer Act became law January 14,1983. The Act set out the 
terms under which the Alaska Railroad would be transferred to the State of Alaska. 
Ownership of the railroad was transferred to the state January 6, 1985.

The federal Act contains two provisions restricting the ability of the state to profitably 
dispose of the railroad within certain time periods following the transfer of the 
railroad to the state. One of those provisions has already expired; the other provision 
will expire in a few more years.

If, within ten years after the date of transfer to the State —  , the Secretary 
finds that all or part of the real property transferred to the State under this 
title ,. . . ,  is converted to a use that would prevent the State-owned railroad 
from continuing to operate, that real property . . .  shall revert to the United 
States Government, or (at the option of the State) the State shall pay to the 
United States Government an amount determined to be the fair market value 
of that property at the time its conversion prevents continued operation of the 
railroad.

SUBJECT:

TO:

FROM:

P.L. 97-468, sec. 610(a); 45 U.S.C. 1209(a).
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Representative Terry Martin 
November 9, 1992 
Page 2

The apparent purpose of this provision is to discourage the state from disposing of 
railroad land in a manner that will cause the state-owned railroad to cease operation 
during the first ten years following the transfer. It is unclear as to what events would 
cause this provision to become operative. The phrase "prevent the State-owned 
railroad from continuing to operate" is particularly unclear. Does the phrase refer 
just to disposals of real property that would prevent the entire railroad from 
operating or just part of the railroad, such as between Anchorage and Whittier or 
Fairbanks and Eielson Air Force Base? Does this provision prevent the disposal of 
revenue producing land not used for the actual operation of the railroad if the dis­
posal would endanger the long term financial viability of the railroad or docs it refer 
only to disposal of land actually used for railroad operations?

It is evident that this provision virtually precludes any transfer of the railroad to 
private ownership that included a transfer of railroad land, because the transfer of 
the railroad to private ownership would prevent the state-owned railroad from 
continuing to operate. Though this provision is triggered only by the disposal of real 
property and thus could be avoided by not disposing of real property, it is difficult to 
envision anyone wanting to buy the railroad if they did not also get the land and 
buddings used by the railroad.

The ambiguity of this provision places a cloud over any disposal of railroad land until 
January 7, 1995 when this provision expires.

I am providing this information to you so that you arc aware of this temporary 
impediment to profitable disposal of the Alaska Railroad.

If I can provide further assistance, please advise.

GU:gc
92*508.glc



'We lost $2 million in transportation and earned about $4 million in real estate’
By Rm* Rapdalt 
Maitta Journal of Com.rara

Alaska ii Railroad Corp., on trick in 1992 with a12.3 million profit and much, much more, could do even bet­ter in the yean ahead, says railroad chief Bob Hatfield "If you look at our t.'iiirportat,on business, we cither win ir lose about 12 million every year,* Hatfield told :n«mbera of the Resource Develop­ment Couna) Jan. 28."We lost 12 million in 1992 on the transportation tide and earned about 14 millioa on the real estate side. We believe art can make the transporta­tion side profitable, particularly m our passenger service, which ia so dear to becoming profitable.*Also in 1992, Alaska Railroad Corp. co-ventured a new hotel, launched a major redevelopment project, nearly broke even on its passenger service*, offered a helping hand to Alaska's beleaguered coal reporter end man­aged to eilend a lix-year profits streak, netting 12.3 million.Behind tha scenes, the state-owned railroad** managers overhauled sev-

The atxil team loond a dramatic 
improvement in the railroad's man­
agement compared with a year ago." *y,

Alaska Haisroed kiln near IHfeeM Cool Mme fu  W  H f v«s f\*m

erel key departments. hired a now operations chief, pared ita work force and tackled other tough problems Yet tha results of a recent indepen. d<.n. management audit and Hatfield suggest the transportation company can do even better.According to performer* audito' Mercer Management Consulting of Lecrgtm, Mass, * .. the moat im­portant challenge facing the railroad involves maintaining the soundness of (its) markets end its eiisting sources of profitable traffic end devel­oping new sources ufprofitable traffic at the some time.*Mercer said ita audit team (bund a dramatic improvement in the railroad's management compared with conditions a year eai tier. “Then,I Mercer found the ARRC ma nagemenp to be somewhat fragmented, without a team focus, and apparently eomJ forcible with tha statue qua,* the con­sultant wrote in a 59-page draff re­port.Competition is compelling change at the Alaska Railroad."Even though we re the only rail­

road of significance in Alaska, we're in an enormously competitive envi­ronment,* H stfield said "We're mov­ing enough petroleum for a pipeline, which has been pointed out to us We compete with Sea-Land, which also Is a customer. . . We're concerned that air freight will nibble at the edges of the railroad's business,* be said Hatfield said developing Alaska's resources is part of the railroad's mis­sion. but hanging on to tha business it already has is o more immedi­ate challenge.He cited recent diffi­culties of customers Suneel Corp. and U ibelli Coal Mina, which currently export coal to Korea from the Interior and account for 11 percent of the railroad’s annual revenue. Al­though demand forenergy worldwide . is up, coal prices have declined in recent years Coai exports from Indo­nesia, South Africa, Australia, Canada and other U.S. competitors are vying for a piece of the Korean aiarkat.There's a limit to whut (we) three playersinthccoalexporungbiainast . can take.* Hatfield said, lyjt year, we lost 23 million, and w» didn't take it in even hits.Tf Suneel ceases ita operation, the Korean Wishbone Hill coel project would be threatened,* he said. "Coal exports in the Pacific Rim is lika base­ball — If you're already in the game, you can play through Us the end, but if you're on the sidelines, ifi nearly 1 impossible to got back into the game ’ I Both Mercer's audit and Hatfield | cited concern about tho significant decrease in 1992 in drilling equip­ment and other oil field supplies bo­ms ehippad la the North Slope.Not all railroad markets an erod­ing. Hatfield said timber traffic ia

increasing and should equal or ex­ceed last year's 500 million board feet shipped in 199JNewer, more fuel-efficient care would make tho company more com­petitive, he said. The company plans to spend 314 million on capital equip­ment this year.Among the railroad's other chal­lenges: *'• Talkeetna residents are starting x refer indum to prohibit use of weed killers on state land, but efforts to xroid using weed killers beyond a certain point are not practical, Hatfield said• Two bills introduced in the Legis-' jUire call for the governor to sell tho railroad because it ia a state-owned company competing in the private sector. .The effect of such a roovo ia ax-

.tremeiy unsealing for our employee*.. customers and the hamka,* Hatfield .said "We'regoing t? sit down to i ego- Lata a contract with Mapco toon. Imagine the effect those bills can have on those negotiations*Moreover, the .ailroad's $21 mil­lion debt burden would present sig­nificant difficulties for a buyer, be said; However, efforts to bring poli­tico back into the railroad's suiere of intiuencatnth such legislation could end up sea png away potential ftyure customers such as Idemitsu Kman, the Korean osmer of Wishbooc Hill. Said Hatfield: There n no way a! transportation company can survive without being extremely focused on (the tasks at hand. *We could end up j losing our focue on business if we g« into the social engineering required . to deal with things lika this*

A



9072501456 RLPSKfl RR EXEC CFC BOO P93 PFR 03 ‘36 Il;50

Position Paoer

This proposed legislation requests the Governor to Issue requests for proposals 
to purchase the Alaska Railroad Corporation.

It further mandates the Governor to evaluate each proposal to determine 
whether each will continue to operate the Railroad after the sale and whether 
the proposal assures that the state will receive the amount of money it has spent 
in connection with the Railroad.

Analysis

What the proposed bill does not say is exactly what is for sale and what sort of 
process will be established for the State to negotiate a sale agreement with a 
potential buyer.

In the best interests of both the State of Alaska and the Alaska Railroad we 
believe certain ground rules should be established by the Legislature. A great 
number of questions arise in all areas of the Railroad's business. For examy I?, 
could the new owner purchase all of the real estate; would the new owner be 
required to operate unprofitable segments of business such as passenger 
service during winter months to remote areas of the rail corridor ? Will the new 
owner be required to service future state-funded expansions of the rail system?

Marketing

What will assure at least informal State oversight of anti-competitive railroad 
operations under private ownership? Would the new owner be required to be 
responsive to serving local freight and municipal needs? To what extent will a 
privately-owned Railroad participate in unprofitable traffic flows based solely 
upon 'economic development and jobs"?

Passgnoer Service

Will the State retain control of rail passenger service along the existing rail 
corridor? Will it be economically feasible for the new owner to operate a 
passenger service? Will the State subsidize any loss which the new owner may 
endure? Will the State regulate rates for passenger service? What level or 
frequency of passenger service will the State require of the new owner?
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Employees
Would the now owner be required to honor existing employee labor 
agreements?

Appraisal Costs

In its present form, the proposed legislation does not address who pays for the 
appraisal costs if it is determined by the Legislature and Governor that the 
Alaska Railroad is to be sold to a private operator. As a matter of background, 
the U.S. Government expended approximately S I.7 million to determino the fair 
market value of Railroad's operations, its physical plant, real ostate assets, 
operating Inventory and certification of its financial records prior to Its transfer to 
the State from Federal ownership. Likewise, tho State of Alaska spent 
approximately $2.0 million for acquisition facilities assessments, legal advice, 
analysis of the USRA (United States Railway Association) evaluation and the 
Transfer Report.

In summary, the Alaska Railroad Corporation does not have available funds to 
pay for this kind of expense. All of the Corporation's earned net operating 
funds aro critical to both the operation and capital improvements of Tho Railroad. 
Historically, all net income has been reinvested into maintaining the rail 
corridor, equipment and operations. Even if the State funds the appraisal 
directly, the potential cost is a matter that should be taken into account at this 
early stage of legislative consideration.
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U.S. FREIGHT RAILROADS OWNED BY STATE OR LOCAL GOVERNMENTS IN 1805

RAILROAD STATE

Railroad Cc»u. AK
Atoanoosc County Corrvrur ty Railroad IA
BMirfCrt 5 Mcrtfcud Ranfoad NC
Brcwnavue & R'0 Grande Ind. Râ road TX
CAS Rj'lxac Cctocraticn PA

Carter R*iroad MO
Cen-rai d  T«rn RaAway 4 Na. gatci TN
Ctu&COthe-BrtiniwCX Pa*l Mjiftl AutT. MO
C<ty d Pinevao Ra way OR
Cdora *i te-ard Riu'roae QA

CoDrrfcia Tenmfial MC
F vrt Cocoa' A Barve'cy Rataas Cc ĉany SC
E utcrr. Short Parf'und VA
Great R<v*f Railroad MS
UunttviAa A Madbon Ccurty RR Aufronry AL

erte Rock Per Ra/'oad AR
long iskano Pal Read MY
Madden HR .D*. Cry d  Mad ten P Adh IN
Maw OPaa-ii PuOic Bdl Rairsad LA
NiOokK Badger Nometn Aatrsad. Inc. Wl

North CoaU Ra'rcod CA
?<mvJ O 'tJt VaJty Rat'oed //A
Ttona. Peon* Hogna A Wartm RP. H
Port B anvfie Aaurad MS
Per d  Pair Bcac- O-tfd Ra way FI

Por. ot “•#i'r'SC* 9a> R*i oac OR
Port Hoy* Raiioac SC
Port T#>mnai Ra-Vood ot Seuih Car r̂a sc
Pod DUvet Comm el Cro/vran. 5 C sc
Ourcy Bay T*»mrai Cc w

Sat u»n Cay Sourem RMrvad OT
Savannah State tVefca R» teaJ OA
s«mo Par Patread. me MO
South Btancr. Va’. y fUtaad WV
South B^«*V Pa/oray NY

Tacoma Mjr<«ai (W* ere Rato*: WA
Termnai RaAway Aatvru State ftsdu AL

TYPE 
OF RR EMPLOYEES CARLOADS

REVENUE
RANGE

Reg 550 72225 <0< 250 M
SAT a 2C2 0 5 M
Local 14 6,361 0 5 M
SAT 16 10.414 0 5 M
34T S 457 0 5 M

SAT 20 7.766 0 5 M
SAT 3 1x 0 0 5 M
SAT 5 3 0 5M
Local to 1250 0 5 M
ucal 4 3.399 0 5 M

SAT 3 3*0 0 5 M
Local 11 4.041 0 5 M
Local 38 7,494 0 5M
SAT 2 83 c SM
Local 0 342 0 5 M

SAT 5 5.261 0 5 M
Local 25 11,568 5 10 M
Loca 4 294 0 5 M
SAT 96 16.474 0 5 M
Local 17 287 0 5 M

Local *5 4.500 0 5 M
lecai 11 3.238 0 5 M
SAT 0 395 0 5 M
SAT G 1 184 0 5 M
SAT 0 2.S7S 0 5 M

SAT 32 6343 9 5 M
LOU 2 1.548 0 SM
SAT U fC 525 0 SM
SAT 11 t  654 0 5 M
I Orti! ■1 J-’S 0 SM

SAT 2 1.400 0 SM
SAT 22 33.646 0 SM
SAT 0 24 0 5 M
Local 1? 4.305 0 SM
SAT 2 25 0 SM

SAT 51 57.649 s 10 M
SAT A3 5 10M

ftCKfit* Aa*«a5Cn 0* A/nero*n FlUrtHi Pr&HlC* US FLykryXX
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