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SB 308
3/17/06

C om m erce

C om po n e n t A laska  R a ilroad  C orpo ra tion

S po n so r
R e q u e s te r

T ra n spo rta tion
T ra n spo rta tion C o m po n e n t No

E x p e n d i tu r e s / R e v e n u e s (Thousands of Dollars)
N ote ' A m oun ts  do no! inc lude  in fla tion  un less o therw ise  no ted  below.
O P E R A T IN G  E X P E N D IT U R E S FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

P ersona l S ervices
T rave l

C on trac tua '
S upp lies
E qu ipm en t

Land 8  S tructu res

G ran ts  £  C la im s
D ebt S e rv ice  (P rinc ipa l and In te rest)

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  E X P E N D ITU R E S

C H A N G E  IN R E V E N U E S  ( ) 0.0 0.0 0.0 0.0 0.0 0.0
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1004 GF
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M a rk  th is  b o x  (X) i f  fu n d in g  fo r  th is  b i l l  is  in c lu d e d  in  th e  G o v e rn o r 's  FY 2007 b u d g e t p ro p o s a l:  

P O S IT IO N S

F u ll-tim e
P a d -tim e
T e m p c a ry

A N A L Y S IS : (Atlacn  a separate pane rf necessary)

Trie Aiasxa Railroad Corporation (ARRC) is a public corporation supported by revenues generated through its freight, passenger and 
rea: estate services ARRC does not receive state subsidies for operations or capital improvements

Thu leg s:ation authorizes the Alaska Railroad Corporation to issue revenue bonds to finance rail transportation projects that qualify for 
federal financial participation, and provides lor an etlect've date

ARRC w.i issue up tc $165 m illion in ta*-e»emp! revenue bones suppoded by fede ra l Irons i! Adm inistration (FTA) formu a funds to 
finance FTA-«iigibie ran transportation projects focused on accelerating trie Railroads main line track and bridge rehabilitation program 
Dobt service lor me bonds would come from a portion (c inen tiy estimated between 30^» - 50V) of ARRC's annual FTA formula funds 
AJ, costs related to issuing the bonds will bo paid from the bond proceeds and are Included in the $105 million authorization
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Request Legislative Approval

ARRC desires to issue one or more 
series of capital grant receipts 
revenue bonds or notes, in 
aggregate not to exceed $165 million



Rehabilitate Mainline 
Substandard or Potentially Unsafe 
Track
• Single most important purpose for 

the use of federal funds

• Top capital investment effort and #1 
priority since 1996... $220 million 
already invested
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• 100% CWR from Anchorage to Fairbanks 
(355 miles)

• 85,000 concrete ties on curves less than 
6 degrees (32 miles)

• Wooden ties all upgraded to 35-year cycle
• All ballast reset
• Complimented by ARRC Bridge Program... 
$30 million

• Complimented by ARRC Collision 
Avoidance Program... $13 million



WHY?

• Consistent with #1 priority
• Faster “take” of safety benefits and risk reduction 
of non-human factors

• Continued mitigation effort
—  More than 600 passenger trains per year
—  800 million gal. refined product/hazardous materials 

(30,000 carloads)
—  60% = hazardous cargo proportion

• Builds clarity and budget discipline into capital 
program
—  Debt service schedule drives yearly capital 

apportionment

• Accelerates eventual outcome by as much as 
10 years



• SAFETEA-LU makes it possible
• Formula Funds increased 6-fold
• No undue risk to railroad or state
• Consistent with corporate priority
• Materials costs escalating annually
• Growing passenger train demand requires 
nothing less

• Desire to get pre-pipeline work done ASAP
• No impact to previous capital plan



/

Proposed Financing
4

• $165 million authorization requested
• Currently planning three bond sales over next 
six years
— Maximum annual debt service: $19.1 million or 
49% of available FTA/match for year

• ARRC Board approval required for each 
project and bond sale



Debt Service as a Percent of Formula Funds/iviatch
/ .*

Percent of FTA Formula Funds/Match Used for Debt Svc



• Joint Elimination
• Mainline Traffic Density History
• Joint Elimination Graph
• ARRC Tie Age Distribution Graph



• ARRC has 80,000 joints in need of 
replacement in the next 5 years

• Pre 1985 Joints (2 4 hole bars) fail 
with accumulated tonnage

• Failures begin at about 150 Million 
Gross Tons (MGT)

• Almost all joints fail by 300 MGT
• Joints are eliminated by welding rail 

into Continuous Welded Rail (CWR)



Mainline Traffic Density History

Location Annual MGT’s 
(Million Gross Tons)

Accumulated MGT’s 
1950-2005

Portage to Anchorage
3 110

Anchorage to 
Matanuska 15 325

Matanuska to Healy
8.5 187

Healy to Fairbanks
8.5 210

13



Joint Elimination Needed
,  a  i :________

• Joint 
batter 
causes 
broken rail

• ARRC has 
excessive 
numbers 
of joint 
breaks
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ARRC Tie Age Distribution

1 to 10 11 to 20 21 to 30 31 to 40 Over 40

Tie Age in Years



A L A S K A  STATE LEGISLATURE 
TRANSPORTATION COMMITTEE

C om m ittee  M em b ers
S e n a t o r  M u g g in s ,  C h a i r m a n  
S e n a t o r  C o w d e r y ,  V i c e - C h a i r  
S e n a t o r  T h e r r i a u l t  
S e n a t o r  K o o k o s h  
S e n a t o r  F re n c h

S ta te  C a p i to l ,  R o o m  417 
J u n e a u  A K  99801-1182 

907-405-3878 
Fax: 907-465-3265

3/14/06

S ponsor S ta tem ent

SB 308 “An Act authorizing the Alaska Railroad Corporation to issue revenue 
bonds to finance rail transportation projects that qualify for federal financial 
participation; and providing for an effective date.”

Senate Bill 308 will authorize the Alaska Railroad to issue up to $165,000,000 in tax 
exempt bonds backed by Federal Transit Administration (FTA) formula funds received 
annually by the Railroad. Bond proceeds will be used to finance FTA-eligible rail 
transportation projects focused on accelerating the Railroad's mainline track and bridge 
rehabilitation program by as much as ten years.

The Alaska Railroad corridor between Anchorage and Fairbanks handles more than 600 
passenger trains per year and over 30,000 carloads of fuel and other hazardous 
materials annually. Accelerating the Railroad’s track and bridge rehabilitation program in 
this corridor is important for the following reasons:

• Greatly enhances safety. Investment in this corridor will substantially reduce 
derailments caused by track failure.

• Increases capacity and speed important to meet growing passenger demand.
• Enhancing passenger capacity and safety allows the railroad to better support 

gas pipeline construction and other freight services.
• Reduces maintenance upkeep and operating cost.
• Consistent with the Railroad's tt 1 corporate priority to improve safety through 

track and bridge rehabilitation.
• Provides for stability, clarity and capital budget discipline.

Specifically, in the Anchorage to Fairbanks corridor, the program will result in 100% 
continuous welded rail to reduce "joint batter” which can load to broken rail that causes 
derailments. Concrete ties and new 141 pound welded rail will be placed on all curves 
over six degrees to increase stability. Wood lie installment will create a tie replacement 
cycle which would not exceed 10 years (allowing for a replacement rate of 25% to 30% 
per year each 10 years).

In no event will the general credit of the state or Railroad be pledged for the repayment 
of these bonds. AS.42.40 requires that all liabilities incurred by the Alaska Railroad



shall be satisfied “exclusively" from the assets or revenue of the Alaska Railroad and 
not the State.

Debt payment for the bonds will come from a portion (between 30% to 50%) of the FTA 
formula funds which are statutorily mandated by Federal law and received annually by 
the Railroad. Issuing debt backed by FTA formula funds is authorized through FTA 
regulation and has already been used by other rail transit authorities in the lower 48 
states.

While the Alaska Railroad will have the flexibility to issue the bonds in a single issuance 
or in several issuances, the current plan is to issue bonds in 2006, 2009 and 2012 with 
each issuance having a 12-year payoff schedule. The Alaska Railroad Board of 
Directors is required to approve each bond issuance and associated projects.

While mainline track and bridge refurbishment is the main project identified for this 
program, a portion of the bond proceeds will also be used for FTA-eligible technology 
upgrades and passenger equipment.

S tu ff  C on tac t:
Dchornl) C n i n d m a n n  4 6 5 -4 7 1 1



Alaska State Legislature
Senate  Majority Web: www.akrepublicans.org

S p o n s o r: T ra n sp o rta tio n

C u r re n t  V e rs io n : S B  308

C o n ta c t :  D eb  G rundm ann , 4 6 5 -3 8 7 8

Fact Sheet for: S ena te  Bill 308

S h o r t  Title: ALASKA RAILROAD REVENUE BONDS

S u m m a ry :
■ Permits the Alaska Railroad to issue up to 5165.000,000 in tax exempt revenue 

bonds to pay for mainline track and bridge rehabilitation projects, technology 
upgrades and passenger equipment.

■ Prevents the general credit o f  the state and the Alaska Railroad from being pledged 
for the repayment for the bonds.

• Paid for by Federal Transit Administration funds received annually by the Alaska 
Railroad.

Benefits:
■ Accelerates the railroad's mainline track and bridge rehabilitation program by up to 

ten years.
■ Increases safety by decreasing track Failure that can lead to derailments.
• Increases passenger capacity and railroad speed.
• Reduces maintenance and operating expenses.
■ Enhances passenger capacity and safety and the railroad's ability to handle gas 

pipeline construction and existing freight services.

B ackground:
• The Alaska Railroad supports Alaska's growing tourism industry and will play a 

critical role in the North Slope natural gas pipeline because it will be used to 
transport construction materials. SB 308 permits the Alaska Railroad to improve 
passenger service and safety and prepare for gas pipeline construction by allowing 
the railroad to accelerate substantial improvements to the main line between 
Anchorage and Fairbanks. A continous welded rail b tween the two cities will be 
installed to reduce the number and frequency o f  derailments. The bonds will be 
paid o ff  with revenue earned by the Alaska Railroad.

t .id  Shunt Koviuon Oatu Thuridny, M ardl 1C, C00G 03 57 PM

http://www.akrepublicans.org


F R A N K  H. M U R K O W S K I, G O V E R N O R

DEPARTMENT OF REVENUE / 333 WILLOUGHBY AVENUE. 11TH FLOOR
/ PO BOX 110-105
/ JUNEAU. ALASKA 99311-0-105
/ PHONE (907)465-2350

TREASURY DIVISION / FAX (907)465-2394

I

M arch 14, 2006

Alaska Railroad Corporation 
Bill O ’Leary
VP F inance/C hief Financial Officer 
327 W. Ship Creek Avenue 
Anchorage, AK 99501

Dear Mr. O ’Leary:

The Alaska D epartm ent o f  Revenue has reviewed Senate Bill 308 and House Bill 491 and 
concluded that this legislation’s passage will have no impact on the State’s credit rating or 
bonding capacity.

The proposed legislation authorizes the Alaska Railroad Corporation (Corporation) to issue up to 
5165 million in revenue bonds of the Corporation. This proposed issuance will he secured by a 
specific pledge o f  revenues o f  the Corporation to investors. There are no State credit 
enhancem ents or security features contem plated  for the bond issuance. In fact, the proposed 
legislation includes the statement that "in no event shall the general credit of  the Alaska Railroad 
Corporation or the state be pledged for the repayment o f  these bonds” .

I he Alaska Railroad Corporation Act. AS 42.40.500. dearly  states that a liability incurred by the 
corporation shall he satisfied exclusively from the assets or revenue of the Corporation and no 
creditor or other person has a right o f  action against the state because o f  a debt, obligation, or 
liability ol the corporation. AS 42.40 .690  also clearly states that the state and its political 
subdivisions are not liable for the debts o f  the corporation anil that any bonds issued h\ the 
Corporation are payable solely from the revenue or assets of the corporation and do not 
constitute a debt, liability, or  obligation of the stale or a pledge ol the faith and credit ol the state,

The existing statute, the proposed legislation, and the intended structure for Senate Bill 308 and 
House Bill 491 proposed debt, ensure that this bond issuance will not have any effect o n  the

4 CMJOI
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