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Sponsor Statement

HB 298
“An Act relating to authorizing the Alaska Railroad Corporation
to lease land within certain terminal reserves for a period up
to 55 years.”

At the request of the Alaska Railroad Corporation, | have introduced House Bill 298, extending the
length of time die Alaska Railroad Corporation (ARRC) can lease lands within its Anchorage,
Fairbanks, Seward and Healy terminal reserves from the current 35 years to 55 years.

This change in statute will help cultivate economic, development in communities along the Railbelt
by making commercial and residential development on Alaska Railroad lands more viable. On any
existing ARRC lease with a term longer than 35 years, an option to extend leases beyond that rime
includes a termination clause. This clause allows the ARRC to terminate any lease after 35 years in
the event the land is needed for railroad purposes.

W hile the 35-year lease limitis adequate for most o f ARRC's tenants, it is an obstacle in leasing lands
to large commercial and residential developers who need to secure long-term financing for their
investments. Financial lenders arc reluctant to invest in large-scale projects requiring substantial
equity participation when there is no guarantee the land will be available beyond 35 years. It will
also make ARIIC's leasing practices more consistent with other stale age .icies. Both the University
ofAlaska and the DepartmentofNatural Resources can lease land for up to 55 years.

The proposed extension of allowable lease term is supported by the following businesses, individuals
and organizations: Anchorage Historic Properties. Anchorage Neighborhood Housing Services, Mel
Tipton (Ship Creek tenant and commercial developer), Seward Ship’s Drydock, Inc., Dowl
Engineers, Nortinim Bank, AIDEA, Yukon Fuel, Kantishna Holdings, Inc., A&A Construction and
Development, Inc., the Anchorage Chamber of Commerce, City of Seward, Anchorage Assembly,
and Fairbanks Chamberof Commerce. | urge your supporto fthis legislation.



al® ka state Legislator]®

Session:
Alaska Stati: Capitoi.
Juneau, AK 99801-1182

Chair:

Labor and Commerce PHONE: (907) 465-3783
Fax: (907) 465-2293

Member: Represent.iiivc_l.is:i_Murk(nvskif'legis.staic'.ak.iis

Interin:
716 West 4tii Avenue

Legistative Council Anchorage, AK 99501-2133

Joim hrmes Serice: REPRESENTATIVE LISA MURKOWSKI Phane: Bu7) 2650174

Government Hill « Elmentlorl « East Anchorage

M ilitary and Veterans A ffairs
COMMUNITY AND REGIONAL AFFAIRS

To: Representative Vic Kohring, House Transportation Chairman
From: Representative Murkowski,
Date: January 22, 2002

Re: House Bill 298

Please schedule House Bill 298 “an Act relating to legislative approval of certain land leases by the
Alaska Railroad Corporation,” for House Transportation as soon as possible.

This bill extends the length oftime the Alaska Railroad Corporation can lease lands within certain
terminal reserves from the current 35 years to 55 years.

Included with the requestis:
1) HB 298

2) Work Draft CS HB 298
3) Sponsor Statement

4) Supporting information

Thank you for your consideration.
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House Bill 298, Railroad Leasing Policy
Frequently Asked Questions

How much land does the Alaska Railroad own?

The Alaska Railroad Corporation (ARRC) owns approximately 36,000 acres
of real estate.

Total right-of-way acres = 12,415

Total "'resenve” acres = 23,813

Of the 23,813 acres of reserve lad, 17,970 are available for lease, which
represents about 49 .6% of the land owned by the Railroad. The remaining
5,843 acres within the reserves isused for operating purposes including
yards, tracks etc. The Railroad has approximately 260 tenants scattered from
Fairbanks to Seward and even inValdez.

Why are the Anchorage, Fairbanks, Seward, and Healy terminal
Reserves the only lands subject to the lease extension?

While the Alaska Railroad would prefer the fledbility to lease dl of its reserve
lands for longer terms, the reserve lands identified in this legislation are those
most apt to draw large commercial and residential projects, and therefore
more deserving of legislative attention.

These four reserves represent about 36 percent of the Railroads land
available for lease.

What is considered reserve land?

"Reserve" ia federal term of at- inthis case krefers to land origirally set
aside or “‘reserved” by the federal government for use of the Alaska Railroad.
These lands are larger parcels (Ie. not a skinny right-of-way strip) sited n
strategic locations for both operational and non-operational purposes. These
uses have historically included ral, yards, railroed fecilities and lease by third
parties. Most of the railroads lands available for lease lie in these contiguous
land areas called resenves.

What are considered rail right-of-way and operating lands?

More than half of ARRC & land isdedicated to supporting and maintaining the
corporation”s primary activity - freigit and passenger transportation services.
These lands encompass the railroad’s 200-foot right-of-way (100 feet on
either side of the trak) as well as lands containing spurs, industrial track,
yard, dock, and depot fecilities.



W hat is the total acreage of land affected by this legislation?

Approximate available acres available lor lease in August 2001

Anchorage: 587 lease acres, 187 vacant
Fairbanks: 260 lease acres, 160 vacant
Healy: 5,541 lease acres, 4,097 vacant
Seward: 64 lease acres, 26 vacant

Does this legislation affect ROW leases?

This legislation does not affect right-of-way and other operating lands that lie
within the reserve areas. Most operating lands are located inour reserves.
Right-of-way lands are rarely leased, and even then are restricted to terms of
less than 18 yegrs to avpid Ig'ggering certain onerous provisions in the federal
transfer act. (WNAL Provision 5

Why were the leases originally set at 35 years before being subject to a
termination clause?

The answer isnot clear. Discussions regarding the lease terms and rates
took place in legislative work sessions that were not officially recorded
meetings. These sessions took place during the time the Railroad was being
transferred from the federal government to the State of Alaska and the Alaska
Railroad Corporation enabling legislation was being drafted.

At the time of transfer there was much debate regarding the development of a
consistent and reasonable policy for leasing railroed lad. People involved n
discussions during the transfer time dontremember a specific reason for
reducing the maximum lease length for railroed land but said the decision
could have been influenced by the folloving issues.

At the time of transfer, there was a pending lawsuit from the “Alaska Railroad
Leaseholders Association’”’many who asserted that certain leases were
sweetheart deals and others were rot. There were concerns within the
legislature and adninistration that the railroads practice was to issue long-
term leases at retal rates that were below Fair Market Value (FW). Lastly,
there was considerable sentiment inthe legislature to privatize the railroad
within a fairly short time, which might well have fueled the desire for shorter
lease terms. Out of these concems, came a statutory requirement for Fair
Market Value leases and legislative approval for any lease longer than 35

years.



W ho supports this bill?

The proposed extension of allonable lease terms to 55 years s supported by
the following businesses, individuals and organizations:

Anchorage Historic Properties A&A Construction and Development

Anchorage hborh Housing Alaska State Chamber of Commerce

Mel T| Qﬁ\ aé) e SlneSS Anchorage Chamber of Commerce
Iro City of Seward

Seward Ships Drydock Anchorage Assembly

Dowl Engineers Fairbanks Chamber of Commerce

Northrim Bank Denali Borough

AIDEA

Yukon Fuel

Kantishna Holdings

Who opposes this bill?

As of December 2001, there has been no expressed opposition to this
proposal .

What commercial and residential developments are driving this
legislation?

= Ship Creek Development inAnchorage

= Chena Landings Development i Fairbanks

< Anchorage Neighborhood Housing project using HUD financing that
requires a 50-year lease.

= Major hotel, restaurant, office space, retail space or commercial
development such a convention center.

Wasn't legislation recently passed allowing for longer leases in Healy?

House Bill 344 was passed during the 2000 legislative session giving the
Railroad fledability to issue a lease in the Tri-Valley subdivision in excess of 35
years without reserving the right to terminate the lease the land isneeded
for railroed purposes. The long-term lease affecting the Tri-Valley subdivision
enabled families in Healy to qualify formore affordable loans. This kil applied
only to the Tri-Valley subdivision area and not to the entire Railroad Healy

Reserve.
How does a lease differ from a permit?

Leases give tenants the exclusive use of the property, precluding even
railroed use. [Iffor five or more years in length, they must be approved by the
Alaska Railroad Corporation Board of Directors. Public notice must be given



# .

before a lease Is issued, and the Boards action approving or disapproving s
taken at a public meeting.

Permits are a non-exclusive rigit to be on railroed lad. They run the gamut
from short-tem entries by people like sun/eyors or customers needing
temporary storage space, to longer, more intensive uses like utillities,
roadways, pipelines or fiber gptics fadlities. Typically, more than half of our
permits can be cancelled on short notice, are issued for less than five yeals,
and are for uses not involving a significat investment of cgpital. These kinds
of permits do not require Board approval or public notice. However, permits
that represent a considerable investment by the permittee or are of a nature
that makes them functionally Irrevocable (such as a public uality lire) do
require public notice. The most sighificant of these are “torridor permits”,
where the user irstalls a logitudinal faality taking advantage of the rigit-of-
way as a utlitycorridor. These not only require public notice and Board
approval, but also are also longer term and charge a FMV rate of
compensation.

How is the public assured proper input in the Railroad's long-term
leasing decisions?

< All Alaska Railroad Board of Directors meetings are open to the public
and offer an opportunity for public comment. These meetings are
advertised at least five days inhadvance nat leasst three newspapers of
general ciraulation along the Railelt. The Railroad typically advertises
in the Anchorage Daily News, Fairbanks News Miner and Seward

Phoenix Log.

< All leases are subject to a public notice process: Previously issued
leases that don talter use are subject to a minimum 15-day public
notice period. Property that has not been leased before or isbeing
leased again but with changed zoning s subject to a minimum 30-day
public notice period. The notice ispublished na local newspaper (or
posted na public location Fthere isno newspaper). Kinvites comment
up to the expected date of Board action.
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Alaska State Chamber of Commerce

Priority 2002 - 22
Authorization for the Alaska Railroad tc lease land

The Naska Sate Chamber of Corrrnerce LIS | Admrnrstratron Legislature to srtrgport a
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FHnancial Ienders are reI 0], arge-scale projects requiring substantial equity when
there IS no quarant w(r)ll%]gavari bq &alor%S eqncr bgr?g\ er 0%

: would allow corrpanres to amortize cebt over a Ionger span of trme Increase financing
Options.
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ADOPTED

November 1 2001

BY ML by o
Pamela La Bolle Helvi Sandvik
Presiden Charr



Anchorage 'StaroftheNorth
Chamberof Commerce

A Resolution Supporting Legislation
Authorizing the Alaska Railroad to Lease Land for 55 years
Resolution 01/02 - 04

WHEREAS leg |sIat|on authorizing the Alaska Railrgad Corporatton (ARRC) to
lease land or55| years WI|| cultivate economic devel oPment In Alaska communities
along the ra|Ib t by making commercial and residential development on ARRC lands

more feasible; and

WHEREAS, ARRC's current statutory limit is a 35- }éear lease. Proposed
Ie%slatlon would amend AS 42.40.285 (4) enabling the Alaska Railroad Co _Poratton
gto ease lands W|th|n ItS Anchornge a|rbanks eward and H eaz erminal

eserves for Up to 55 years rather than 35 years without first gaining legiSlative

approval; and

WHEREAS, the Alaska Railroad owns 36,000 acres of land. Of that, the proposed
legislation would app X to approximately 8,000 acres of reserve fand: some 300 acres in
Seward, 1000 acres in Anchorage, 6,000 acres in Healy and 450 acres in Fairbanks: and

WHEREAS, today, ARRC can extend leases be ond rs onIy if it subjects
the lessee to atermination clause defined by AS 4240285 (4 e clause states ARRC
can terminate any lease with a ferm in excess 0 35 years |n the event the land is needed
for railroad purposes after the initial 35 years; and

WHEREAS, financial lenders are reluctant to lend on large-scale projects
requmngssubstanttal equity when there is no guarantee the land will be avaifable
beyond 35 years; and

WHEREAS, ARRC's statutory constraints limit the ability for developers of
large-scale commercial and residential projects to secure financing because
certain banking regulations require ground lease maturity to exceed loan
maturity by 10years; and

At hAee Qi) o o %]gﬁg ) 070201 EAX(G0) 72007
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. WHEREAS, when developers provide significant infrastructure or operational
Improvements, it is beneficial to have a lengthenéd lease term allowing companies to
amortize deht over alonger span of time; and

. WHEREAS increasin? the lease term to 55 years would increase financing
options and, therefore, investor interest; and

WHEREAS, this change would result in increased business activity on railroad
Property by makm? Improverments more attractive to investor/users. This also creates
ong term benefits o the surrounding communities by providing an economic and tax

hase: and

WHEREAS, the proposed legislation would make ARRC's Ieasin% practices
more consistent with other state agericies. The University of Alaska and the Department
of Natural Resources can both lease land for up to 55 years: and

NOW THEREFORE BE IT RESOLVED, that the Anchorage Chamber of
Commerce views legislation aythorizing ARRC to lease [and for 55 years as an
Important step towar prom,otln% economic development in railbelt communities
where certain high value Railroadl lands are currently underdeveloped.

BE IT RESOLVED, that the Ancharage Chamber of Commerce supPorts and
seeks to assist ARRC in obtaining IIe:g|,sIat|ve approval to lease land for up to 55 years in
its Seward, Anchorage, Healy and Fairbanks Reserve Lands.

Approved this 2ulday of November 2001

Eric Britten, 2001-2002 Chair
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CITY OF SEWARD, ALASKA
RESOLUTION 2001-136

?(OLUTION OF THE CITY COUNCIL OF THE CITY OF SEW%FE([,)A\

=IT1
So
()]
—
>
—
(@)
=
=
(e
_I
.
@)
-
~
=
()
_I
I
m
>
|
>

\WHEREA Iegrsatron author érn eI aska R agr)orfa‘% (rt]rl)nrggrgtronshee rar%e(t)tlr?/ase and

for 5 years will cultivat
comrzrecei‘ra? and residential development n ARRC Iands more feasid e
WHEREAS ARRC scurrent statutory limit js @ 35-Vear lease. Proposed leg l)c%anatron would

42 t ARRC 10 lease lands within its Anchorage, Fal Sewar

) Terr4r10n pto 55years?gt'?r than 35yearsrrAv|ntﬁout st garnrngk?eg
WHEREAS todaX ARRC can extend lesses sUbject to atermrnatron clause
The dause st esARRC term ate Ieesewr atermin excess

4240
deﬁ3n5ed ﬁ the evert trrg land IS needkd for railroad purposes after the initial 3 years; and
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WHEREAS ARRC's statutory constrarnts limit the abrlrty or di\l/elopers of large-scale
00 ro and residential )PCre%gcts 0 seoure financin oertarn ng fequlations Tequire
ground lease maturtty to exceed loan maturity by 10 years, and

WHEREAS, when developers provide sigpificant infrastructure or operationgl improvements,
itis benefroat to have a lengine Fegse term gllov(\:ranné corrpan?rtes 0 ar%errze bt over a longer

span of time; and

WHEREAS, mcreagn(? ng the lease term to 55 years would increase financing options and,
therefore, investor interest

WHEREAS, tnis change would result in increased business activity on railroad prope
ing improvements, rore att%ctrve {0 ?r?vestor/users This also creates%ong term berFr)e Ps troy tﬁ%

surront%]nd Ing communities by providing an economic and tax base; and

WHEREAS, the pri %J]rmd iSlation would meke ARRC's Iem% (ractices more consistent
with other state University of Alaska and the Department of Natural Resources can

both lease fand fof' up




CITY OF SEWARD, ALASKA
RESOLUTION 2001-136

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

_ Section 1. The City of Seward views legislation authorizing ARRC to lease land for 55 years
ﬁsﬂﬂ rtant stept E}(romotln econdrgrcﬁ%?evel pment in Tailbelt communities where cgr?gn
ign valUe raiiroad lancs ar currentR/u eloped.

ction 2. The City of Seward supports and seeks to assist ARRC in obtaining legislative
ﬁgﬁ(rjgv {0 lease land fortzp to 5 years i%s Seward, Anchorage, Healy ana Fajrbar%ﬁ Ve

Section . This resolution shall take effect immediately upon its adoption.

PASSED AND APPROVED hy the City Council of the City of Seward, Alaska, this 22nd
day of October, 2001

THE CITY OF SEWARD, ALASKA

Cc.K J

Edgar Blatchford, Mayor
AYES: Blatchford, Brossow, Branson, Calhoon, Clark, Orr, Shafer

NOES:
ABSENT: None
ABSTAIN: None

ATTEST:
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Yukon Fuei Company

7941 Smdbwaod Pl
Anchorage, AK 99607
Tot (90 777-6606
Fax;(907)777-5650
mxw.ytXtanfuaLccm

Morcy, Anil 32001
M Jamoa Kbtz Voo Presicient Redl Edtate

Alaska Railroad

327 W Ship Ccaek Ave

P.O. Box 107500
Anchorage, AK 99510-75C0

Dear M, Kbtz

e o TR B Dl R e s oy

Tors: I’h‘?&édun ! Arace oo aonpary becaseviewd teatle toanorizear
55 fedlg‘\%oumhsletten thbvinhepto afioathe Rallrcedltoexandits teese contradts beyarnd

Yourstuly.
M Bl Werege

1)



A & A CONSTRUCTION & DEVEL.OPIVENT, INC.

202 East TrentAvenue, Suite -400, Spokane, Washington 99202 (509) 624-1170fax (509) 624-1255
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Very Truly Yours,
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CORPORATE COUNSEL
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Northrtm Bank

Customer First S«rvteo

April 26, 2001

Chnsn gf‘rson

Pgasi gR %rporanon

AC orage aska 00610-/500 VIA FACSIMILE 265-2450

Dear Chris:

| amwriting £0 support your eff toarrmdAS42402 4) allowing Alaska Rallroad

Corporat{o éAR tor\gese Iangqsr =) :

This change wou mec) edter flexibility for Ienderﬁ Uire g

ease matr ?W f E }igy

,mprovemely f aItrg%t%eto m%l uﬁm Whic slnui% resutm%Se

activity onrailroad property.

%le er-term grounﬂ leases i I| easefmancm nvesto nterest and business

velopment.”“Northrim Bank tully supports youre

Vice President
3111 C Street » P.O. Box 241489 PHONE 907/562-0062
Anchorage, Alaska 99524-1469 600/478/2265

FAX: 907/582-1756

Uwrcarn ic « &fuP Opportunity Lend?/



Bayview Commercial Building, LLC
619°E. Ship Creek We., Suite 250
Anchorage, Alaska 99501
Phone 907-279-7654
Fax 907-278-0685

April 23,2001

dent Redl Estate
§ ration
venue
aska

Anchorage 99510-7500
Dear Mr. Kubitz:

Astheovvn r of rrmere BUI| Iocated ip Creek Aven
PR g o Bl 2
nen allro 1ee es still remal ng S e
estn ng ﬁf %)ers

te aval elnor er einvest and find |nanC| #to o m/estrrents
V\/e support your e orts to extend your lease term from 35 t0 5

Wa%lf(yh%\u/e any questions orwould like to discuss this further, please call me a 279 7654,

Sincerely,
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SEWARD SHIP'SDRYDOCK,INC.

P.O. Box 944 — Tel: (907) 224-3198
Mile 7 Nash Road Tel: (907) 224-5640
Seward, Alaska 99664-0944 Fax: (907) 224-5376
April 24, 2001
Jm Kubrtz Vice president Real Estate
Nas a ﬁrlroa orporation
?ree venue
Anchorage Alaska 99510-7500
Dear Mr. Kubitz,
.y, L V-
theovvnrothreeco Fevvardlwo exten ort to the efforts to
ggtarn e satron (0 eﬂeﬂgﬂrr]eﬁsan% termso tﬂ 53(3 q( &e Po% %Jrg) ora&ron rom
years to 36 years.—2 < gl A
T0 obtain financin and make maror investments on Alaska Rarlroad property this extension s
critical to busi developers. 2 4 L

\We are extremely supportive of your efforts in this obtaining thrs legislation.

Sincerely, G

JaneaT Pruitt
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St Real Estate Leasing

Dear Mr. Kubitz:

devefggn%rr?t &V(\)lj'vlerg R] r ouglho nees | (DOWL), deals with a large number of developers and

been |nvo|ved ith man r01 CtS_on jand. H|s rically, most evelopers haw
Qes Qo VY] S theqlaurat 0 oithe X ﬂ) }[b %E@éag%? ana
éar ave been

?ﬁeo %o 0 He
L ra%ﬁ“g g Y e
L0n %re um %eﬁﬂ aﬂt quep Ataﬂ% te e& no un Arllr?n%;g)es ec:N||
V\/ner eve Opers are o prow 3 S|gn cant |n truct r%p %on mprovements. ” p
0 nttre ARRCco |der55ear|ea% [ itS pr ertleﬁ l liev te
enf) aasgg W{Hcen Ve w rorno%ma,l a[)f r,gg%)rou out the railbelt
resuI ng In favor. economlc growtn an amore inanciall

e%len]ac\ée any specific questions or need additional information, please contact me at your

MM%%%%B
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Wnchorog« Niighborfiood Housing Services, Inc.

e

April 20, 2001

Ms. Karen J. Morrissey
Director of Real Estate

327 W. Ship Creek Avenue
Anchorage, Alaska 99501

Dear Ms. Monissey:

On behalf of Anchorage Neighborhood Housing Services, Inc., | would like to express
our SLgHJOf'[ of the Alaska Railroad Corporation’s efforts to obtain legk lation that would
extend the land lease term from 35 years to 55 years.

Anchorage Neighborhood HousinP Services, Inc. is working on the de' €lopment of 3 20
unit senior housing complex on Alaska Railroad property located in tﬁ sGovernment Hill
area. The housing would be developed utilizing Housing and Urban p e v eopment

fH UD) 202 senior housing funds. HUD requiréments for site control require a 50-year
ease period in order to be'eligible for financing. Therefore, changes m die land lease
term are crucial to the development of future senior housing in Gov-emment Hill

community.
We are highly supportive of your efforts in obtaining this legislation.

Sincerely,

Mary Jane Michael
CEO and. Executive Director

AghborWodcs*
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Mr. James W KANTISHNA

Kubitz
Vice Presrden ReaIt Estate & Project Planning o e

i\ncho fgze Aﬁask\éeaggm

April 23
Re: Lease term or length

Iﬁave recently learned that the Alaska Railroad Corporation (ARC) is considering the
extension oﬂ Xse termqengtﬁ rrom ig years 10 8@ yearsIO ) d

king t |
rTnhe{JSo rrsparrajgrcrttsg%ngﬁrcg arr(r) gsal that will be applauded by everyone seeking to develop any

The financial markets Yvrllb ex eedrn rece trv tosuc nrncreaﬁe In tebrm Ie(srrr;I ?
the[a |t|onaLterm allows ortea no cprta at would not r arl
available for the shorter term and IS S eadde security a 55 year Iease Offers.
r\ﬂajor pro cts devel pesrn r Irke Eurotunnel PLC, creators of the rail Irnlﬁunder
eEngIr Channe unne |zed he Ion er.terms 1o ﬁgre%ate the .equivalent of
fr anc |t over |cdpatrn% an d that is chusrge
@eh'rh §pee rﬂ%rn"”.ks ¢ Caanat?nms%%eor G, T Reian B sac iy
ngpan'c] E]drmaurgﬂ gcotla H] P
The extended lease term is no}lrmrted to Europeo Asabut so IS u%l\zedr all parts of
NAFTA 10 sefure nancr(srgv rir major %ectst Bavet apanl ﬁ eg eratrn
return overa on er perio hhe creatin gterm enefts tP ecomm nIties ely
eveloped in. P c3ses, t erntent S to treate a local qultur da mainstay Indus
thr economg/ Ia ace Where severa
economic stability.

generations will work and prosper. " It Is ca e
| strongly urge you to adopt this very good, “Common Sense”, policy at the earliest
opportunity.

fielcL4 gacaalnjkn.net
“The Denali Railway System - Park Access For The 21st Century*
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ALASKA INDUSTRIAL DEVELOPMENT

AND EXPORT AUTHORITY /
f ENERGY AUTHORITY

613 WEST NORTHERN LIGHTS BLVD. + ANCHORAGE, ALASKA 99503 + 907/269-3000 . FAX 907 / 269-3044
TOLL FREE (ALASKA ONLY) 888/ 300-8534

Axil 23, 2001

Chris Anderson

Leasing Supervisor

Alaska Railroad Corporation
PO Box 107500

Anchorage, AK 99510-7500

VIA FACSIMILE 265-2450
Dear dris:

This kter 5 In support of Alaska Railroad Corporation™s (ARC) effarts to amend AS
42.40.285(4), which would allovARC to lease lad for a period of up to 55 years without priar
legislatine approval .

As you are aware, Alaska Irdstrial Development and Bqort Authority (AIDEA) provides
firacial assistance t© Alaskan businesses through a lcen participation program, whereby
AIDEA purchases a portion of a lcen originated by a firacial rstittticn.  The  berefit of this
program i long-term firacing, up t©40 years for cartain projects, and fixad interest rates.

As the statute aurrently reads, ifAIDEA was to participate ina project that galrfied fora 40-year
tam, the maximum lease term would preclude AIDEA from establishing a 40-year term.
Cunent AIDEA regulations require the term of a ground lease to extend 10 years beyond the
term of the loen.

A change to the statute as ARC proposes would provice the fledaillity needed for AIDEA tO
participate in dl types of projects on ARC  leased la.

Please ltme know iflcan be of any further assistance.
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Date: L3J3 -~ L
¢ Submitted by: %@WE
Prepared by: 0 y

For reading: November 13, 2001

ANCHORAGE, ALASKA
AR NO. 2001-328

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING
SENATE BILL 209, AUTHORIZING THE ALASKA RAILROAD TO LEASE LAND FOR

55 YEARS.

WHEREAS, a proposed hill -Senate Bill 209 -would authorize the Alaska Railroad
Corporation (ARRC) to lease land for 55 years; and

WHEREAS, this proposed Ilegislation will aultivate development in Alaska
communities along the raillelt by making commercial and residential development on
ARRC lands more fessible; and

WHEREAS, ARRC % current statutory Ilimit is a 35-year lease - the proposed
legislation would amend AS 42.40.285(4) enabling the ARRC to lease lands within its
Anchorage, Fairbanks, Seward, and Healy Terminal Reserves for up to 55 years rather

than 35 years without firstgaining legislative approval ; and

WHEREAS, today, ARRC can extend leases beyond 35 years subject to a
termination clause defined by AS 42.40.285(4) - the clause statesARRC can terminate
any lease with a term In excess of 35 years inthe event the land s heeded for railroed
purposes after the initial 35 years; and

WHEREAS, financial lenders are reluctant to lend on large-scale projects requiring
substantial equity when there isno guarantee the land will be available beyond 35 years;
and

WHERE/ 2, ARRC % statutory constraints limit the abillity for developers of large-
scale commercial and residential projects to secure financing because certain banking
regulations require ground lease maturity to exceed loan maturity by 10 years; and

WHEREAS, when developers provide significait infrastructure or operational
improvements, & is beneficial to have a lengthened lease term allowing companies to
amortize debt over a longer span of time; and

WHEREAS, increasing the lease term to 55 years would increase financing options
and, therefore, investor interest; and



WHEREAS, this change would result in increased business activity on railroad
property by making improvements more attractiveto irivestor/users. This also creates long
term benefits to the surrounding communities by providing an economic tax base.

NOW, THEREFORE, the Anchorage Municipal Assembly resolves:

Section 1: That the Assembly supports Senate Bill 209 authorizingARRC to lease
land for 55 years.

Section 2: That the Assembly views this legislation as an important step toward
promoting economic development in railkeltcommunities where certain high value railroad

lands are currently underdeveloped.

PASSED AND APPROVED by the Anchorage Assembly this \8” day of
yJVvi\ , 2001,

ATTEST:
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CS FOR HOUSE BILL NO. 293( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION
BY
R
Sponsors): REPRESENTATIVE MURKOW SKI
ABILL
FOR AN ACT ENTITLED
"An Act relating to authorizing the Alaska Railroad Corporation to lease land within
certain terminal reserves for aperiod of up to 55 years."

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

* Section 1. AS 42.40.285 is amendled to react
Sec. 4240285, Legislative approval required.  Unless the legislature

approves the action by law, the corporation may not
(1) excnange, donate, sell, or otherwise convey its entire interest in

land;
(2) Issue honds,
(3) extend railroad lines; this paragraph does not apply to a spur,
Industrial, team, switching, or side track;
(4) lesseland
(A) within a terminal reserve located at Anchorage,
Fairbanks, Seward, or Healy for a period in excess of 55 \cars unless the

| CSIB2g !

New Text Underlined [DELETED TEXT BRACKETED]
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corporation reserves the right to terminate the lease if the land is neeged
for railroad purposes; or
(B) outside of a terminal reserve listed under (A) of this
paragraph for a period in excess of 3 years unless the corporation reserves
the right to terminate the lease if the land is needed for railroad purposes,
(5) apply for or acoept a grant of federal land within @ municipality

before approving an action under this paragraph, the legisiature must determine that
the federal land is reguired for essential railroad purposes; this paragraph dues not
apply to the application for or acceptance of agrant of federal land associated with

CSIIB 298( )

(A) the Anchorage-Wasilla line change project on Elmendorf
Air Force Base and Fort Richarason;

(B) the Fairbanks intermodal rail yard expansion project;

(C) a conveyance of rail properties of the Alaska Railroad
under the original Alaska Railroad Transfer Act of 1982 &s set out in Title VI,
P.L. 97-468; in this Subparagraph, “rail properties of the Alaska Railroad" hes
the meaning given in 45 US.C. 1202(10).

-
New Text: Underlined (DELETED TEXT BRACKETED]



STATE OF ALASKA

FISCAL NOTE

Fiscal Note Number:

2002 LEGISLATIVE SESSION Bill Version: HB 298
() Publish Date:

Revision Date/Time (Note if correction):  01/30/2002 Dept. Affected: ARRC

Title An Act relating to Legislative Approval ‘B R U

of Railroad land leases Component

Sponsor Representative Murkowski

Requester House Transportation Component No.

Expenditures/Revenues

(Thousands of Dollars)

Note: Amounts do notinclude inflation unless otherwise noted below.
OPERATING EXPENDITURES

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL

Estimate of any current year
Check this box (X) if funding

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

|

FY 2003  FY2004 FY2005 FY2006  FY 2007 FY 2008
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 | 0.0 0.0 0.0 0.0
) 0.0 0.0 0.0 0.0 0.0 0.0
(Thousands of Dollars)
0.0 0.0 0.0 0.0 0.0 0.0
FY2002) cost:

or this bill is included in the Governor's FY 2003 budget proposal: |

(Attach a separate paqo ifnecessary)

HB 298 will not have a fiscal impact on the State of Alaska. This change in statute will make large
commercial and residential development on Alaska Railroad lands more viable by making it easier for the

Railroad to lease lands that are currently underdeveloped in Seward, Anchorage, Healy and Fairbanks.

Prepared by:

Wendy Lindskoog, Director of External Affairs

Phone 907-265-2498
e/Time 1/30/02 10:59 AM

Division
Approved by;
Agency

(Fotsd 9L VB

Alaska Railroad Corporation

Deborah B. Sedwick, Commissioner
Department of Community & Economic Development

Date

1/30/2002
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