




SENATE FINANCE COMM UTE17 REPORT
9 • \

DATE: 4/7/95 FURTHER:

DATE TURNED INTO OFFICE: __

The Finance Committee considered SENATE BILL NO. 64 

Dissolution of the Alaska Railroad Corporation and providing for a successor corporation; efd.

and recommends:/
[ v T  be rep laced  with 

f ] adopt p rev ious

CS

[ | attached amendment(s)

[ | adopt Letter o f  Intent by 

| J further referral to t h e ___

Senate  Bill:
• f J same title 

( V-ZSLA  j ^ n e w  title
House Bill:

.(__________ ) | | same title
f ] technical change 
| j new: SCR"____

Committee

Committee

SIGNING OTIIE,7 RECOMMENDATIONS

NEW FISCAL NOTE(S):
Department Date Zero Fiscal

PREVIOUS FISCAL NOTE(S):*
Department Dale Zero Fiscal

f | APPROPRIATION -  no fiscal note ‘ include fiscal notes accompanying Oovcrnor’s bill



STATE OF ALASKA BILL NO. CSSB 64 (Fin)
1996 LEGISLATIVE SESSION • * PUBLISH DATE

F I S C A L N O T E

REQUEST: 
Revision Date: 
Title:

Sponsor:
Requestor:

4/9/96 Affected Agency:
Relating to sale of the

DC&EO

BRU: Alaska Railroad

Alaska Railroad

S(TRA)
Senate Finance

Components:

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY 97 FY 9 8 FY 9 9 FY 2000 FY 2001 FY 2002
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING 900. 0

CAPITAL )

REVENUE

General Fund 
Federal Fund 
Ak.RR.Receipts 
TOTAL

900.0
900. 0

POSITIONS:
Full-Time
Part-Time
Temporary

0 0 0 0 0 0
0 0 0 0 0 0

0 0 0 0 0 0

Estimated FY 96 Impact:

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY)

Prepared By:
Senator Rick Halford, Co-chair 
Senate Finance Committee

Date: 4/9/96
Phone: 465-4958
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IN TH E LEGISLATURE OF THE STATE O F ALASKA

Sponsors): SENATE TRANSPORTATION COMMITTEE

A B IL L  

F O R  AN A C T  E N T IT L E D  

"A n  A ct re la tin g  to  th e  sale  o f the A laska R a ilro a d ; a n d  p rov id ing  fo r  an 

effective d a te ."

B E IT  E N A C T E D  BY  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A LA SK A :

* S ection  1. SA LE OF TH E ALASKA RAILROAD, (a) The governor shall issue by 

O ctober I, 1996, a request for proposals to purchase the A laska Railroad and all other assets 

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

railroad.

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

A laska Railroad to the m ost responsive offeror who agrees to

(1) continue operation of the railroad for a m inim um  o f 20 years following the 

date o f sale o f the A laska Railroad;

(2) accept assignm ent of all contracts, including collective bargaining 

agreem ents)and agreem ents with connecting carriers, shippers, or o ther persons concerning 

services, operation, property, and facilities o f the A laska R ailroad Corporation, entered into

-1- ______
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by the A laska Railroad Corporation and in effect on the date of the sale of the Alaska

R ailroad, provided that the contracts are assignable under terras 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 

m arket value of the Alaska Railroad and the assets o f the A laska Railroad Corporation that 

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

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

R ailroad Corporation. J ^

(c) An agrepntent to sell t**t Alaska Railroad under this Act is subject to approval by 

the legislature.jjtfhe governor sh a^ su b m it the agreement to the legislature for review during 

a regular session o f the legislature. The legislature may disapprove the agreem ent by a

concurren t resolution. If the agreem ent is not disapproved by the legislature before the 

adjournm ent of the regular session during which the agreement was submitted, the agreement 

is approved. An agreem ent 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 o f substantially dim inishing the value or m arketability o f the 

A laska Railroad.

(c) Notw ithstanding other provisions o f this Act, the State o f A laska shall retain an 

easem ent for *ransportation, com munication, and transmission purposes on all land within the 

right-of-w ay o f the Alaska-Railroad received by the state under the Alaska Railroad Transfer 

A ct o f 1982 (P.L. 97-468, T ide  VI; 96 Star. 2556).

( 0  The governor shall contract for preparation o f a report on the fair m arket value of 

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

c r  convenient for the operation o f the railroad by a qualified railroad appraiser. The results 

o f the appraisal shall be subm itted to the legislature by the 10th legislative day of the First 

Session o f the Twentieth A laska State Legislature. A contract for the appraisal under this 

section is exem pt 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 Slate Legislature regarding the procedures established for and

GSSB 64( ) *2.___________________
TtX C Undwrl intd [DELETED TEXT BRACKETED I
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the progress tow ard the sale of the Alaska Railroad as mandated by this Act.

(h) U pon the completion of the sale o f the railroad, the governor shall dissolve the 

A laska R ailroad Corporation. Real property of the Alaska Railroad Corporation that is 

identified as not necessary or convenient for the operation of the railroad under sec. 2 o f this 

A ct shall be transferred to, and managed by, the D epartm ent o f Natural Resources upon 

disso lu tion  o f the Alaska Railroad Corporation.

(i) T he governor shall adopt regulations under AS 44.62 to im plem ent this Act.

(j) T he sale o f the A laska Railroad under this Act is not subject to AS 36.30 or 

AS 42.40.

♦ S e c .  2. IDENTIFICATION  OF ALASKA RAILROAD CORPORA TION  ASSETS, (a) 

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

in tangib le, o f the A laska Railroad Corporation and classify those assets as necessary or 

co nven ien t for the operation o f the railroad or as other assets o f the corporation. The 

governor shall subm it the report to the Legislative Budget and A udit Comm ittee.

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

identification or classification of assets listed in the report.

♦ S ec. 3. This Act takes effect immediately under AS 01.10.070(c).

N** T « j r t  UndmrlLamd (DELETED TEXT BMCKETED]
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FISCAL NOTE
STATE OF ALASKA
19% LEGISLATIVE SESSION
Revision D ate : ___________________
T itle :

B ILL  NO. CSSB 64 (FIN)

Dept. A ffe c te d : O ffice  o f the  G overnor
E xecutive O pera tions"A n  A c t  re la ting  to  the sale o f the A laska Railroad; BRU: 

and prov id ing fo r an e ffe c tiv e  d a te ."____________________________________C om ponen t: E xecu tive O ffice
Sponsor:
Requester:

Senate T ransp o rta tio n  C om m ittee
Senate F inance C om m ittee

Expenditures/Revenues

COM PONENT SERIAL NO. 

(Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 10 0 FY 01 FY 02

PERSONAL SERVICES
TRAVEL
C O NTRAC TU AL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
G RANTS, C LAIM S
MISCELLANEOUS
TO TAL OPERATING

I C APITAL EXPENDITURES-

CHANGE IN REVENUES I

FUND SOURCE (Thousands o f Dollars)
1C02 Federal R eceipts
1 0 0 3  GF M atch
1 0 0 4  GF
1 0 0 5  G F/Program  Receip ts 
1037  G F/M enta l H ealth  
O ther
TO TAL

Estim ate  of any cu rre n t year (F Y 96) cos t: 

POSITIONS

5

FULL-TIME
PART-TIM E
TEMPORARY

ANA LY SIS : (A tta c h  a separa te  page if necessary)

No d irect fisca l im pact on the O ffice  o f the G overnor - see a ttached analysis

. . . .  . _  . . . . .  . k . ' X  . .

A / / /

Prepared by: 
D iv is ion:

M ichae l A . N m ch , A d m in is tra tiv e  D irecto r
A d m in is tra tiv e  S erv ices

A pproved by C om m iss ione r: 
A gency: _________

J im  A yers , Ch-cf o f S ta ff J

Phone: _ 
Date: _

Date:

465-3876
4/10/96

4 / 1 0 / 9 6
O ffice  o f the  G overnor

PREPARER TO PROVIDE A LL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For fu rth e r  U ittrib u tio n  in fo rm n h o n , cull th e  G o v e rn o r 's  le(;ml<itivr> O ffice
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SB 64 A nalysis:

SB 64 m andates  the sale o f  the Alaska Railroad by the Governor. Costs associated  with:

contracting  for an appraisal o f  the fair market value o f  die railroad;

identify ing and classifying all A laska Railroad C orporation  assets;

developing  and adopting any regulations necessary for private operation  o f  the 
railroad and im plem entation o f  the sale;

rev iew  and determ ination o f  the m inim um  purchase price necessary  to ensure that 
the state will receive the am ount o f  m oney spent in connection  w ith  the railroad;

develop ing  a request for and evaluating proposals for purchase  o f  the railroad;

and, developm ent o f  a sales agreem ent transferring ow nersh ip  o f  the assets, 
contractual agreements, and obligations o f  the Railroad C orporation  to a private 
entity;

would have no direct fiscal impact on the Executive Office. H owever, various Executive 
Branch agencies  w ould  be directed to carry out the m andates o f  SB 64 on b e h a l f  o f  the 
G overnor, and  these agencies could incur significant costs. T he  various agencies  should 
be identified and subm it the necessary fiscal notes for partic ipation in the sale process.
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CS FO R SENATE BILL NO. 64(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

CV THE SENATE FINANCE COMMITTEE

Offered:
Referred:
Sponsor(s): SENATE TRANSPORTATION COMMITTEE

A BILL

FO R AN A CT EN TITLED

1 "A n  Act re la ting  to the sale o f the A laska R ailroad ; and  provid ing  for an

2 effective d a te ."

3 BE IT  EN A C TED  BY T H E  LEG ISLA TU RE O F  T H E  ST A T E  O F  ALASKA:

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

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

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

7 railroad.

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

9 Alaska Railroad to the most responsive offeror who agrees to

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

11 date o f  sale of the Alaska Railroad;

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

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

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

-1-
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Corporation, entered into by the Alaska Railroad Corporation and in effect on the date of the 

sale o f  the Alaska Railroad, provided that the contracts are 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
I

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
i

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
l! . ,

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

Alaska Railroad.

(e) Notwithstanding other provisions of this Act, the State o f  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
j

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

(f) 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 Railroad 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

CSSB 64{FIN) -2-
TV.v- U n d e r l i n e d  [DELETED TEXT BRACKETED]
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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 sec. 2 of this 

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

dissolution o f  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.

* Sec. 2. IDENTIFICATION OF ALASKA RAD.ROAD CORPORATION ASSETS, (a) 

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

intangible, 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).

L
-3- CSSB 64(FIN)
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FISCAL NOTE
STATE OF ALASKA
1995 LEGISLATIVE SESSION

BILL

I V
* /

S b S i- Q  /c
No. /
B ill V ers ion :
(S ) Pub lish  Date :

R e v is io n  D a te i  
Trtte:

_ D*pt A f fc c t t d : .
Aii Act Relating trufch&jlaaolatiaa BRVJ:

of Che Alaska Railroad C n rn n ra rin n . . Componm;
Sport* or: 

Requester: component ssuaiTno.

OPSAATWlG EXPfNDTTUAM FY &6 FY97 . PYJS FY 99 FY 0 0 PY 01
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAJM8
MISCELLANEOUS.

,

TOTAL OPERATING o,0 0 .0 0.61 0 .0 ___ _ 10

i h J f ' M B M i ! _ J_  ___ 1 .. J

—_Sa£Z8a

FUND SOURCE _(Th<jv*cnds Off Dollar*)
1002  federal Receipts
1003 GF Mitch
1004 GF
1008 GF/Pfogrem Receipt* 
1008 GF7MHT1A 
tw *
TOTAL O.Q_ o.o_ 0 .0 0 .0 L -  .9,9
EstlmeM of eny current ye*r (FY95) cast: 5 
POSITIONS
PULL-TIME 
PART -TIM! 
TEMPORARY
ANALYSIS: (Attach i  « pw iu i papc If neoeyary)

The costs to sell and appraise the Alaska Railroad Corporation are unknown.

During the 1984-1985 process to sell the Alaska Railroad to the State of Alaska* 

the U. S. Government spent an extimated $1.7 million for various studies, appraisals, 

and financial assessments. The State of Alaska expended an estimated $2.0 million 

for acquisition assessments, facilities assessments, legal advice, analysis of 
USRA evaluation and transfer report.

Prepared by: 
Oivieien:

Approved by 

Agency:

Ji. .maflingflmr. Date i 

Dale:

Phone:9 0 7 - ^ 6 5 - j ^ L

Robert S.~UatTitTfa/ j£. ^

nVPAKGR TO PROVIDE ALL DOTRWUTION GOVERNON'S LEGISLATIVE OFFICE
fu r further olatnoudon information, coil tho Gcvwnor** l*o lila ov«  Office

(A*v 10/V4) 96fi«nc.xU/0KA Pege of
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A M E N D M E N T

OFFERED IN THE SENATE 

TO: CSSB 64(TRA)

Page I, line 14, following "coloration":

Insert "as provided under sec. 4 of this Act"

RECE IVED

APR 1 0
BY SENATOR RIEGER

SENATE FINANCE 
COMMITTEE 

Amendment Number:__(_1

2 Insert "as provided under sec. 4 of this Act" ^Dat

Logged In By:" —

3 Page 2, following line 9:

4 Insert a new subsection to read:

5 "(g) The records of the Alaska Railroad Corporation, including records

6 received by the corporation as a result of the transfer of the federally owned Alaska

7 Railroad to the State of Alaska, are state property subject to the disposition under this

8 subsection and other applicable law not contrary to this subsection. Upon the transfer

9 of the liabilities and assets of the Alaska Railroad Corporation to the successor

10 corporation under sec. 4 of this Act,

11 (1) notwithstanding AS 40.21, those records necessary for the

12 continuing operation of the successor corporation, as determined by the Alaska

13 Railroad Corporation, shall be transferred to the successor corporation for its use; if

14 the records transferred to the successor corporation are no longer needed by the

15 successor corporation, or if the successor corporation is dissolved or otherwise ceases

16 to exist, the records shall be returned to the state for disposition under this subsection;

17 (2) those records not transferred to the successor corporation under (1)

18 of this subsection and those records returned to the state by the successor corporation

19 are subject to disposition under AS 40.21 and other applicable state law."

20 Page 3, line 6:

21 Delete "The"

22 Insert "Except as provided under sec. 1(g) of this Act, the"

•I-



Alaska State Legislature
Smic CiipitolSciuiior Steve Rieger. Chair /-V  S>N

Senator Robin Tuvlor, Vice Chair
Room n ib

Senator Lvda Green ft?*— . nna„,■ \ iF uV yf j, I I Juneau. Alaska 90801
senator A1 Adnms f •\» tV *  v /Senator Georgiunnu Lincoln

Senate Committee on Transportation

(907) 41)5-4921

M E M O R A N D U M  A pril  7, 1995

TO: S enate  Rick H a lfo rd ,  C o-C ha ir
S ena te  F inance  C o m m it te e  RECEIVED

FR O M : S en a to r  S teve R ieger, C h a i rm a n  U  ^ NtUU
S en a te  T ra n s p o r ta t io n  C o m m it te e  ‘

RE: H e a r in g  R eques t fo r  SB 64

S enate  Bill 64 "An A ct re la t in g  to the d is s o lu t io n  of the  A lask a  R a i lroad  
C o rp o ra t io n  a n d  p ro v id in g  for a successo r c o rp o ra t io n ;  a n d  p ro v id in g  fo r  an  
effective da te"  w as  in t ro d u c e d  by  the  S enate  T r a n s p o r ta t io n  c o m m it te e  a n d  is n o w  
in the  Senate  F inance C om m ittee .  I w o u ld  a p p re c ia t iv e  y o u r  fav o rab le  
co n s id e ra t io n  for a Senate  F inance  h e a r in g  on  th is  bill.



Alaska State Legislature
Senator Steve R icger. C ha ir 

Senator Robin T ay lo r, Vice C ha ir 

senator Lydu Green 
Senator A1 A tlnn is 
Senator G eorg iam ui L inco ln

Senate Committee on Transportation

State Capitol 
Room Sib
Juneau. Alaska 99801 
(907) •Kin-4921

S p o n s o r  S ta te m e n t  o n  SB 64

RECE IVED

APK  b RtC’fl

SB 64 is in te n d e d  to be  a s te p  to w a rd  p r iv a t iz a t io n  o f  the A laska  Railroad. It 
crea tes  a capita l s t ru c tu re  for the  A laska  R a i lro ad  C o rp o ra t io n  in  w h ic h  o w n e rs h ip  
is r e p re s e n te d  b y  sh a res  of stock. T he stock  can th e n  be  tran s fe r red  to  p r iva te  
o w n e r s h ip  th ro u g h  sale.

T h e  s ta te 's  o w n e rs h ip  of the  A laska  R ailroad  has  c rea ted  a d ifficu lt s i tu a tio n  
b o th  for the  s ta te  a n d  for the  m a n a g e m e n t  o f  the  ra i l ro ad .  B usiness dec is ions  m a d e  
by  the  ra i l ro a d  in a c o m p e ti t iv e  e n v i ro n m e n t  a re  crit ic ized  by  o th e r  b us inesses  as 
u n fa i r  c o m p e ti t io n  a n d  the le g is la tu re  is a s k e d  to in te rv en e ,  in effect second -  
g u e s s in g  the ra i l ro ad 's  decisions. T he  ra i l ro ad  for its p a r t  is n o t  d e v e lo p in g  its 
h o ld in g s  to the ir  fu lles t  ex ten t,  for e x a m p le  in  th e  ra i l ro ad 's  po licy  o f  n o t  tak ing  
e q u i ty  p o s it io n s  in n o n - l ra n sp o r ta t io n - re la te d  b u s in ess .  In effect, a s  long  as ’he 
A laska  R ailroad  is in s ta te  o w n e rs h ip  it is subject to political conce rns  as w ell as 
b u s in e s s  ju d g e m en t .

T h e  re su l t  is a s i tu a t io n  in w h ich  the A laska  R ailroad  is n o t  m a x im iz in g  its 
po ten tia l .

SB 64 will n o t  in itself p r iv a t iz e  the ra i l ro ad .  H o w e v e r  the  c h a n g e  in capital 
s t ru c tu re  s h o u ld  g re a t ly  facilitate the  tran s fe r  to p r iv a te  o w n e rsh ip .  As the 
p e rc e n ta g e  of p r iv a te  o w n e rs h ip  inc reases ,  the  ra i l ro a d  will b eco m e  m o re  like a 
p r iv a te  bus iness .  O nce  a m a jo r i ty  o f  the  sh a re s  a re  in p r iv a te  h a n d s ,  the  trans it ion  
to a b u s in e s s  e n t i ty  will e ssen tia lly  be com ple te .
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"An Act relating to the dissolution of the Alaska Railroad Corporation and providing for a 
successor corporation; and providing for an effective date."
Gfipgr?! Comme n ts

The Senate Transportation Committee Substitute for Senate Bill No. 64 addresses rrwny of the 
specific concerns raised by the Alaska Railroad Corporation (ARRC). We appreciate the 
Committee's efforts in ihis regard.

The ARRC Boar J of Directors has not adopted a formal position on the proposed legislation. 
Under the Alas'.a Railroad Corporation Act (ARCA), we understand it is our responsibility to 
operas the railroad as a self-sustaining entity pending its eventual transfer into the private 
sector. Whether to pnvatize the Alaska Railroad, and how best to achieve this goal, involve 
important issues. It has generally been our view that these issues are more appropnately the 
purview of the legislature and governor.

CSSB 64 (TRA) represents a thoughtful approach to achieve the goal of establishing a viable 
private sector entity to own and operate the railroad. Whether it will work (ie., whether the 
stock shares will be marketable) is unknown The legislature may want to analyze this 
question in detail before setting into motion the dissolution of the current state-owned 
corporation.

Iru$tee_£pncec.t

Another issue to note relates to the operation and management of the railroad during the 
interim period between establishing the new corporation and disposing of the stock shares.
The ARRC previously suggested using a trust mechanism with a qualified financial institution 
as one method to consider. Under this approach, the appointed trustee would be under a 
fiduciary obligation to control the stock in the best interests of the new successor corporation 
and would also be required to actively seek a buyer for the stock. The trust agreement could 
also provide that the governor would have the final approval of any sale of the stock.

Section 3(d) was added in the CS as a way to allow examination of the trustee concept. 
However, as presently structured it will take a subsequent act of the legislature to take this 
step if recommended by the examination The trustee approach may offer the best chance for 
t.ie new entity to operate independently with the minimum amount of interference. The ARRC 
respectfully suggests more consideration of the trustee idea as this bill moves through the 
legislature, perhaps with the addition of specific and pertinent sale conditions designed to 
att' act potential buyers.

I trust this responds to the request for a position paper on the CS The ARRC stands ready to 
continue working with the legislature on this matter.



Suqqas tad  chanqa to  A—nd g g n t to  CSSB 64 (TRA)

Pago 1, linos 11-19, delobe and inaaxrt as indicated below:

"(1) notwithstanding AS 40.21, those records necessary 

for the continuing operation of the successor corporation, 

as determined by the Alaeta Railroad Corporation, shall be 

tranaferred to the successor corporation for its use or the 

use of any successor to that carBOraLiQE; if the records 

transferred to the successor corporation are no longer 

needed by [THE] any successor corporation [OR IF THE 

SUCCESSOR CORPORATION IS DISSOLVED OR OTHERWISE CEASES TO 

EXIST], the records shall be returned to the state for 

disposition under this subsection;

(2) those records not transferred to the successor 

corporation under (1) of this subsection and those records 

returned to the state by [THE] gpy successor corporation are 

subject to disposition under AS 40.21 and other applicable 

state law."
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S U B J E C T :

TO:

FROM:

Corporate Structure o f  .Alaska Railroad 
(Work Order No. 9-LS0579AA)

Senator Steve Rjeger

George U te rm o h le /^ /
Leaisiative Counsel

r e c e i v e d  

APR l  0 RECTI

This memorandum accompanies the bill that you requested reiating to the corporate structure 
of the .Alaska Raiiroad.

The biil mandates that the board of directors o f  the Alaska Railroad Corporation incorporate 
a new private corporation under the .Alaska Corporations Code (AS 10.06). This new 
corporation, the successor corporation, will replace the current Alaska Railroad Corporation. 
Thirty days alter the election of the board of directors o f  the successor corporation, the assets 
and liabilities o f  the Alaska Railroad Corporation will be transferred to the successor 
corporation and the .Alaska Railroad Corporation (AS 42.40) will be repealed.

The draft biil establishes a mandate and the authority to dissolve the .Alaska Raiiroad 
Corporation in favor of a successor corporation. However, the bill establishes only the barest 
framework for the complicated transactions that will be necessary to achieve the purposes o f  
the bill. Broad discretion is delegated to the board of directors o f  the .Alaska Raiiroad 
Corporation and the Governor to implement this bill.

In exchange for transferring certain assets of the .Alaska Raiiroad Corporation to the 
successor corporation, the state receives all shares o f  stock issued in the successor 
corporation. The successor comoration is to be a private corporation subject to ail laws that 
apply to private corporations, including taxation and antitrust laws. The successor 
corporation is not a state agency, pubiic corporation, or other state entity. The state's 
ownership o f  shares in the successor corporation does not make it a public corporation any 
more than state investment in shares of IBM makes IBM a pubiic corporation.

Though the successor corporation is not a public corporation, the state, as shareholder, will 
he liable for any liabilities of the corporation that exceed the value o f  its assets if such a 
situation should ever occur wmie the state still holds shares in the corporation. Also,
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numerous rights and obligations bestowed upon persons by virtue o f  their status as 
shareholders in a corporation under AS 10.06 will fall upon the state.

The bill provides that the successor corporation shall pay dividends to shareholders if. on the 
last day or the corporation's fiscal year, the state holds more than 50 percent of the initial 
shares issued in the corporation. The dividend must equal or exceed 30 percent of the 
corporation’s net earnings for the fiscal year.

If  I may be o f  further assistance, please advise.

GUtklb
95-022.ldb
Enclosure
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