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Alaska Railroad Corporation

P.C. BOX 107500 ANCHORAGE, ALASKA 99510-7500
327 W. SHIP CREEK AVENUE, ANCHORAGE, ALASKA 99501

To: The Honorable Peggy Wilson
. Chair, House Transportation Committee
From: Phyllis Johnson, ARRC VP/General Counsel

Regarding: HB 127 - Question regarding Alaska Railroad Transfer Act Provision for
~ Retaining Railroad Revenues '
Date: March 16, 2009

"l understand that a question arose during last week’s House Transportation -

Committee hearing on HB 127 regarding certain language in the federal Alaska
Railroad Transfer Act (ARTA), 45 U.S.C. 1201 et seq. That statute contains the
following provision regarding the revenues generated by the railroad:

Revenues generated by the State-owned railroad, including any amount
appropriated or otherwise made.available to the State-owned railroad,

_shall be retained and managed by the State-owned railroad for railroad
and related purposes. [45 U.5.C. 1207(a)(5)]

A committee member asked what legal memoranda or opinions might exist regarding
the interpretation of this provision. To the best of my knowledge and that of my
staff, there are none. The language is straightforward and we have never had
occasion to address this question.

Unfortunately, there is little guidance in the form of legislative history either. The
Senate Committee Report dated June 22, 1982 for an earlier draft of the transfer
legislation contains the following statement: .

Subsection (a) [this draft was organized differently from the version that
eventually passed] specifies that the state-owned railroad shall retain and
manage its own revenues. The purpose of this provision is to avoid the
need for annual appropriations by the State for the railroad. [Senate
Committee on Commerce, Science, and Transportation, Report to
Accompany S. 1500, Alaska Railroad Transfer Act, Report No. 97-479, at p.
20] '

Thank you for the opportunity to provide information on this subject.
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COMMENTS ON HB 127
Executive Summary
Submitted by the Alaska Railroad Corporation (ARRC)

Reasons why placing ARRC under the Executive Budget Act (EBA)} is a bad idea:

Will cause ARRC to lose the flexibility needed to respond to business opportunities.
Changes in railroad business require the ability to respond quickly with capital
investment and/or operating increases when customers or circumstances demand
it, a condition no other state entity such as AHFC or AIDEA must contend with. The
proposed bill will make it very difficuit to respond to market opportunities in a timely
fashion.

Will cause concerns by ARRC's major customers/lenders (e.q. Flint Hills, UsibeMli
Coal Mine, Lynden, TOTE, Princess, Holland America, Wells Fargo Bank) as to its
ability to perform under existing long term contracts. Passage of this bill may also
constitute an impairment of contract rights in violation of Article |, Section 15 of the
Alaska Constitution. ARRC's existing agreements do not contain language
conditioning ARRC's duty to perform on its receipt of sufficient appropriations from
the Iegislat{te, as is the case in a typical state contract.

ARRC's current fiscal year is the calendar year. Its business is highly seasonal, and
moving to the state fiscal year would split the business season, something no
prudent business person would do.

By assuming substantial actual control over the financial and legal obligations of
ARRC, the state may subject itself to full liability for ARRC's operations. The more
control you assert over an entity, the more likely it is that you will be held
responsible when things go wrong.

May violate the federal Alaska Railroad Transfer Act (ARTA) which specifically
provides that ARRC is to retain control of its funds. This provision was inserted in
ARTA to prevent the state from repeating the mistakes that caused the federally
owned railroad to lose money in almost every year of its 60-year history. A major
reason that the federal railroad lost money was that all of its funds had to be
appropriated under the federal budget process which deprived the railroad of the
flexibility needed to respond quickly to business opportunities and prevented it
from obtaining needed capital to maintain or improve service.

EBA process adds time and cost without adding value.
Bill seeks to fix something that is not broken. Putting ARRC under the EBA has

been brought up numerous times by various parties since ARRC’s creation. In each
instance, the current “business” model was determined to be the superior choice.

HB 127 Bullets
03/10/09
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DETAILED COMMENTS ON HB 127
Submitted by the Alaska Railroad Corporation (ARRC)

Loss of Flexibility Needed to React to Business Changes

. Changes in railroad business require the ability to respond qguickly with capital
investment and/or operating increases.

Unlike other public corporations such as AHFC and AIDEA, which are not primarily
operating entities, ARRC operates a muitifaceted freight and passenger transportation and
real estate business that require it to be responsive to the needs of Alaska citizens and
businesses in order to be successful. The railroad industry in America is engaged in a
capital intensive business that has experienced significant changes in customers'
requirements, and therefore significant changes in its infrastructure, equipment and
technology. Quick action is often required to respond to customers’' needs and to seize
business opportunities. For ARRC, this translates into the need for the flexibility to make
business decisions unencumbered by rigid yearly appropriation schedules. For example, a
decision to acquire new high capacity hopper cars was made during negotiations regarding
export coal, in order to make ARRC's coal customer more competitive in the world markets,
as well as improve service to other customers. Because this occurred during the middle of
a fiscal year, it would have been difficult if not impossible to respond in a timely manner had
it been necessary to seek administrative and legislative approval.

Effect on Borrowing and Contracts

) The proposed bill may impair ARRC’s ability to perform its legal obligations
under long term contracts and loan agreements.

The proposed bill does not address several legal problems that may arise if ARRC is
subjected to the EBA. First, ARRC has been operating as a business for the past 24 years
and has incurred legal obligations under existing long term contracts to provide a wide
variety of transportation services to customers under constantly changing market conditions.
ARRC also has several long term loan agreements that require ARRC to make periodic
interest and principal payments. Norne of these agreements contains language conditioning
ARRC's duty to perform on its receipt of sufficient appropriations from the legislature, as is
the case in a typical state contract. Even if ARRC retains all its revenues, if it cannot
expend them except in strict accordance with a legislatively approved annual budget, our
existing customers/tenders may have valid concerns about its continuing ability to perform
as their contracts require and may assert that their contract rights have been impaired in
violation of Article |, Section 15 of the Alaska Constitution.

Second, putting ARRC under the EBA may create a risk that ARRC'’s existing long
term debt could be called. All of ARRC's loan agreements contain provisions that allow the
lender to declare a default and/or accelerate the ioan if, as a result of changed
circumstances, the lender deems itseif insecure. Our lenders may have a legitimate reason
to be concerned about ARRC's ability to repay their loans if the corporation is subjected to
the EBA because there is littte ARRC can do to assure them that the Legislature will
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appropriate enough money to ARRC to make the payments required on their loans.

Third, ARRC must sometimes borrow funds to enable it to fulfill its contract
obligations. While this bill leaves intact several provisions regarding borrowing by ARRC,
placing the corporation under the EBA may jeopardize the borrowing ability of the
corporation. It may be difficult for ARRC to assure its creditors that the legislature will
appropriate sufficient money, or approve line entries in its budget, to pay the debt service on

their loans.

Fourth, even if ARRC can overcome the non-appropriation risk, borrowing will likely
be more costly. ARRC is able to borrow money at a lower interest rate than other tax
exempt entities such as the State because ARRC currently meets the definition of a "small
debt issuer" under Section 235 of the Internal Revenue Code. This provision allows banks
to deduct approximately 80% of their carrying costs on lcans to ARRC, which has in the
past resulted in an interest rate that is 80-100 basis points lower than the usual tax exempt
rate. If ARRC is subjected to the EBA, its finances would no longer be considered separate
from the State's and it will no longer qualify for this important benefit. As a result, ARRC's
cost of borrowing could increase markedly.

In short, subjecting ARRC to the EBA will limit ARRC's ability to enter into future long
term contracts with its customers and lenders because every agreement it negotiates will
have to have the caveat at the end "SUBJECT TO LEGISLATIVE APPROPRIATION.” if we
cannot assure our customers that we will have the funds and the authority to spend them to
perform the services they require, they are likely to go elsewhere.

Effect of State Fiscal Year

° ARRC's business is highly seasonal, and moving to the state fiscal year would
split the business season.

Business activity in Alaska is highly seasonal. Subjecting ARRC to the EBA will
require it to change from its current calendar year as fiscal year, to the state fiscal year that
ends on June 30. While there does not appear to be a specific mandate to this effect, the
requirement to participate in the governor's budgeting process and seek legislative
approvals will necessitate such a change. Prudent businesses close their fiscal year at the
end of a business cycle, not during its busiest time. The railroad's "busy season" ends
around November 1, and the calendar year is therefore the most appropriate fiscal year for
ARRC. Not only would the state fiscal year artificially bifurcate the business year, but it
would require the corporation to spend considerable time participating in the budgeting
process at the same time it is gearing up to expand operations in May. This is not an
efficient use of resources.

Effect on Liability

* By assuming substantial actual control over the financial and legal obligations
of ARRC, the State will likely subject itself to full liability for ARRC's
operations.
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A major purpose of setting up an "enterprise fund" such as ARRC is to shield the
State from liability in the event the enterprise goes under or incurs a catastrophic liability.

- ARRC has been a defendant in numerous lawsuits since its creation, and the State of

Alaska has never been made a party as a resuit of ARRC's actions, nor called upon to
answer in damages in any of these cases. Obviously, the language of AS 42.40.500 and
the arm’'s length nature of the corporation’s past refationship with the State have had the
intended effect and spared the State these liabilities. This is not iikely to continue once the
State injects itself so substantially into the railroad's business decision-making process.
Simply put, the more control you exercise over an entity, the more likely you are to become
liable for the entity’s obligations.

Violation of Alaska Railroad Transfer Act, 45 USC 1201 et seq. (ARTA)

. The Transfer Act specifically requires that ARRC retain control of its funds and
budget. The federal government could raise this violation of ARTA as a breach in its
contract with the State of Alaska transferring the railroad.

Section 1207 of ARTA mandates that the revenues generated by ARRC be "retained
and managed by the State-owned railroad for railroad and related purposes”. This provision
was inserted in ARTA to prevent the state from repeating the mistakes that caused the
federally owned raiiroad to lose money in almost every year of its 60 year history. A major
reason that the federal railroad lost money was that ail of its funds had to be appropriated
under the federal budget process which deprived the railroad of the flexibility needed to
respond quickly to business opportunities and prevented it from obtaining needed capital to
maintain or improve service.

This bill could infringe on that "management” right in several respects. For example,
inclusion of ARRC under the EBA could have the effect of prohibiting the corporation from
hiring additional employees or expending any money or incurring other obligations unless
these items were included in an operations plan approved by OMB, which must in turn
comport with a budget approved by the legistature. See AS 37.07.080(d). If ARRC receives
excess funds from its operations (beyond what is expected and accounted for in its
approved budget), it must convince the administration to propose a revision to the
Legislative Budget & Audit Committee and possibly wait 45 days before expending the
money. See AS 37.07.080(h). Not only does this run afoul of “management” rights provided
in ARTA, but it also provides another example of the potential loss of business if ARRC is
brought under the EBA. One can foresee a muititude of business opportunities or potential
employees that will not wait the time required to obtain such approvals and, accordingly, be
lost to the corporation.

As noted below, there does not appear to be any requirement that all of the money
generated by ARRC be paid into the state treasury. However, in light of the "appropriation"
language used in the bill, the bill's intent is not entirely clear. If the design is for ARRC
revenues either (1) to be "state funds” which are then appropriated back to the corporation
or (2) to be held by the corporation but only expended pursuant to an approved budget, then
the corporation no longer has the "management” rights required by Section 1207 of ARTA.
In addition, if all of ARRC's revenues are not either appropriated back to the corporation or
approved to be used in the corporation's budget, part of ARRC's revenue could be used to
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fund a program or project that is totally unrelated to the railroad. This too would violate the
mandate of ARTA Section 1207.

EBA Process Adds Time and Cost Without Adding Value

. Participating in the budgeting process as proposed will substantially increase
the costs of doing business. It is unreasonable to expect the customers to
bear this additional cost.

Subjecting ARRC to the EBA will add an unnecessary layer of expense and time
consuming government bureaucracy to what is currently a profitable and self-sustaining
asset. Numerous provisions throughout the EBA impose procedures with considerably
different focus and detail than ARRC currently develops, such as the "agency program,”
“financial plan” and "operations plan." In addition, involvement of additional layers of
governmental agencies (OMB, LB&A, etc.) to business sector decision-making will delay the
process and therefore result in less flexibility to react to business climate changes. All of
these add significant costs to ARRC'’s operations without adding any value. These costs will
ultimately be paid by raitroad customers or, worse still, by the corporation in the form of lost

opportunity.

Inconsistency of Approach

. The inconsistencies found in the bill illustrate the difficulty in separating the
financial management of the corporation from the operational management left
to ARRC,

The bill expressly subjects ARRC's revenues to legislative control by making the
corporation subject to the EBA. Yet, it does not change the primary legislative purposes
embedded throughout the Alaska Railroad Corporation Act that require the corporation (1)
to be exclusively responsible for management of the financial and legal obligations of the
Alaska Railroad, (2) to carry out its responsibilities on a "self-sustaining basis," and (3) to
provide for the “prudent operation of the railroad according to sound business management
practices.” The bill requires ARRC to “"request, in accordance with AS 37.07, appropriations
from the legislature to carry out the provisions of this chapter’. Under this bill, ARRC will
have to seek an annual appropriation for all expenditures of the corporation, with all the
accompanying budget, operations plan and other documents that are generated in the
governor's budgeting process. However, the EBA itself does not require ARRC revenues to
be paid into the general governmental treasury” and it is unciear whether the bijll
contemplates this result. If ARRC is to retain its receipts, it is inconsistent to require the
corporation to seek appropriations for operating and other expenditures.

" Another section of the Public Finance title, AS 37.05.146, provides that ARRC receipts
are not general fund receipts. Without any other section of that title being made applicable
to ARRC, there is apparently no requirement that corporation funds be paid over to the state
treasury.
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Conclusion: HB 127 Seeks to Fix Something That is Not Broken

The most perplexing issue about HB 127 is that the impetus for the bill isn't coming
from the citizens or businesses served by the railroad, or from the communities being
served. Nor is it supported by any research or studies such as those provided by the
Harvard Business School and University of Alaska Institute for Social and Economic
Research that led the 13" Legislature to adopt the current business model that exempts
ARRC from the EBA. The railroad as it exists today has provided Alaska with the best of all
possible worlds-- the State owns the asset but has none of the liability associated with its
operations, the railroad pays its own way as well as making a profit, and it operates an
essential transportation service without any burden on the taxpayers. In short, the Alaska
Railroad is working just fine as it is currently structured. It makes no sense to make so
sweeping a change without any demonstrable reason.
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HB 127 COMMENTARY
IS IT TIME TO RESTRUCTURE THE ALASKA RAILROAD CORPORATION?

HB 127 seeks to make a fundamental change in the operation of Alaska
Railroad Corporation (ARRC) despite the fact that the current operational structure has
worked very well for the past 24 years and has produced substantial benefits for the
State of Alaska since the State acquired the Alaska Railroad from the Federal
Government in 1885. In ARRC as currently formulated, the State has a well-run, self-
sustaining transportation instrumentality that provides safe, economical, and efficient
transportation to residents, businesses, visitors, and military installations in the State.
In the past 24 years since transfer, ARRC has been profitable for 20 of those years,
made hundreds of millions of dollars in capital improvements to the railroad’s track
infrastructure, facilities and railcar/locomotive fleet and has grown to have an asset
value approaching $1 billion. All of this was accomplished without ongoing State

appropriations.

The enormous success of the present ARRC model did not occur by accident.
Rather, it was the result of an essential policy decision made by the decision makers
within the State of Alaska after several years of studies, debate, discussions and
careful consideration as to the type of entity that would operate the railroad under state

ownership.
Alaska Railroad Perspective: Government Agency or Business?

During the 60 years prior to the transfer of the Alaska Railroad to the State in
1985, the Federal Government operated the railroad primarily from a governmental
perspective as a typical, inefficient federal bureaucracy within the Federal Railroad
Administration (FRA) that required yearly injections of tax payer dollars to meet its
operating and capital expenses. Historically, the role of the railroad was subject to
considerable confusion. At various times it was a frontier development tool, a part of
the national defense system, a vehicle for implementing federal poiicies, a resource
recovery mechanism, a repository for surplus federal material, a means of social
service delivery and, on occasion, a market place raiiroad. The lack of a clear set of
goals placed a severe limitation on the railroad’'s ability to satisfy any one of these
purposes adequately. As a consequence, except for a few years during World War 1|
and the pipeline construction, the Alaska Railroad lost money every year.

Moreover, because the Alaska Railroad was subject to the federal capital
budget/appropriation process, it was never able to obtain sufficient capital money to
fund such necessary items as annual cross-tie replacement, track surfacing, major
equipment repair/refurbishing, new equipment acquisitions, building repair, etc. The
Federal Government always seemed to have better, more politically motivated things
to do with its money. As a result of the lack of capital investment, the physical plant of
the railroad deteriorated, operating expenses increased and service levels declined.
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At the time of transfer, there was an estimated $100,000,000 in deferred maintenance
associated with the property.

By 1979, it became apparent that the Alaska Railroad had become a fiscal and
political liability for the FRA and it approached the State of Alaska with a proposal to
transfer the railroad to the State. The State responded that while it regarded the
railroad as an integral part of Alaska’s transportation infrastructure, it was hesitant to
involve itself directly in the operation of the railroad which had historically operated at
significant annual losses. In 1980, the State commenced an in-depth assessment of
the multitude of issues related to the transfer proposal. It retained experts to advise it
and commissioned reports and studies to be prepared as to what would be the best
organizational alternative for the Alaska Railroad under state ownership, one that
would not perpetuate the financial failures of the federally owned railroad.

With this goal in mind and based upon input from several experts, the State
made the critical policy decision that a state owned railroad had to be governed by a
business orientation rather than a government agency perspective in order to prevent
the railroad from becoming entrenched as another state bureaucracy. Based upon
studies prepared by such entities as the Harvard Business School and the University
of Alaska Institute of Social and Economic Research, the State decision makers
determined that each potential organizational structure should be measured by the
extent to which it satisfied the following criteria:

1. Freedom from—and equal legal standing with—government to take
advantage of management and market opportunities.

2. Ability to access and obtain private and public capital funds.

3. Management freedom for the railroad’s operational decisions within
established policies.

4. Clear-cut lines of management responsibility and accountability for decisions
which are made.

5. Marketing freedom within established policies and budgetary constraints.

6. Clear decision-making authority without a cumbersome and bureaucratic
process.

7. Management capability to make long-term commitments within established
policies.

8. Management freedom to negotiate solutions to problems and to take
advantage of service opportunities.

9. industrial development capability on railroad land.
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10. Performance-based personnel management including the direct ability to ~
hire, fire, promote, train, supervise and direct required railroad employees.

11. Ability to provide financial and other incentives for performance.

Using the above criteria, the 13th Alaska Legislature determined that the
organizational structure that would provide the best chance for a viable state owned
railroad was a public corporation that (1) would be exclusively responsible for the
management of the financial and legal operations of the Alaska Railroad, (2) would
have the ability to raise capital from the private sector, (3) would carry out its
responsibilities on a self-sustaining basis, and (4) would provide for prudent operation
of the railroad according to sound business management practices, i.e. the Alaska
Raiiroad Corporation as it is currently structured under AS 42.40. The 13th Alaska
Legislature specifically exempted ARRC from the Executive Budget Act in order to
satisfy the abovementioned organization criteria and to assure that the railroad would
have the flexibility to operate from a business perspective.

Proposed HB 127 seeks to place ARRC under the Executive Budget Act. If
adopted, this legislation will turn the railroad into a line agency of the State that will be
unable to respond quickly to business opportunities and may even have to compete for
state operating and capital funds with other agencies. This organizational structure
was expressly rejected by the 13th Legislature because the same limitations and
problems encountered by the Alaska Railroad as a federal agency would also be
present with the railroad as a state agency.

The in-depth assessment of the Alaska Railroad conducted during the five
years before transfer determined that the majority of the federally owned railroad’s
financial problems were due to the requirement that the railroad follow federal
budgeting procedures rather than allowing its management to develop operating and
capital programs on the same basis as a privately owned railroad. Specifically, the
federal budget procedures requirement caused the following problems:

1. Obtaining needed capital appropriations was difficult and usually political,
providing the Alaska Railroad with little assurance that required funds would
be available when needed. The funding by appropriation mechanism made
it impossible for the railroad to realistically plan and budget for more than a
year in advance. The lack of needed capital also caused the railroad’s
physical plant to deteriorate, which increased operating costs and made it
more difficult for the railroad to compete for new business.

2. Eliminated the flexibility management needed to take advantage of new
business opportunities. Alaska's economic activity is dynamic, which means
that rail service needs the ability to change frequently during a fiscal year.
Under the funding by appropriation mechanism, the federally owned railroad
lost numerous business opportunities because, needing congressional
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major

appropriations, it could not make business commitments quickly enough to
meet the potential customer’s needs.

3. Compliance with the bureaucratic federal budget procedures created an
expensive and time consuming burden on the Alaska Railroad. The railroad
was required to spend time trying to force its operation into a format that
was designed for federal agencies. This resulted in a substantial amount of
nonproductive time being expended in preparing reports, budget submittals,
etc. that had no significant management value.

Considerable State Oversight Exists in Current Business Mode!

Although the exemption of ARRC from the Executive Budget Act solved the
problems that plagued the federally owned railroad, the 13th Legislature

nonetheless recognized that because the raiiroad was publicly owned, it was important
to maintain significant State oversight over ARRC's operation and management
practices. This oversight is accomplished by the following requirements:

1.

HB 127
3/10/09

The ARRC Board of Directors is responsible for providing an annual report of
the operations and financial condition of the corporation to the Governor,
making it available to the legislature as well.

The ARRC Board of Directors is responsible for initiating both a financial and
performance audit each year. As required by statute, the financial audit is
performed by an independent certified public accountant. Copies are provided
to the Governor and the Legislature each year. In addition, a recognized
railroad management expert conducts the annual performance audit to ensure
ARRC is managed and operated effectively and efficiently.

ARRC must file an oversight report with the Legislature and Governor before it
undertakes expansion, reduction, or diversification of train services that
represents a significant and permanent change in service level.

Legislative approval is required for certain corporate actions, such as disposing
of the Railroad's entire interest in land, leasing land for longer than 55 years, or
selling tax exempt bonds.

The Legislative Budget and Audit Committee regularly reviews ARRC's
operation and management practices.

ARRC's procurement procedures are required to be substantially equivalent to
state procurement requirements.

ARRC employees and directors are subject to the Executive Branch Ethics Act.
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8. The Commissioners of the Alaska Department of Transportation and Public
Facilities and the Department of Commerce, Community and Economic
Development both serve on ARRC’s board of directors.

9. ARRC'’s spill prevention and response plans are filed with and regulated by the
state. ARRC is required by state law to show sufficient financial responsibility

to respond to spills.

10. ARRC must provide public notice before entering into leases or other disposals
of an interest in land.

Conclusion

The rationale for exempting ARRC from the Executive Budget Act is as valid
today as it was 24 years ago. In exempting ARRC from the Executive Budget Act, the
13th Legislature understood the need for the state-owned railroad to operate as an
independent business, free from political concerns and the unnecessary cost of
bureaucratic attachments. They understood that railroad business, safety, and
environmental decisions have to be made based on the facts and merits of the
situation, and not unnecessarily biased or encumbered by political considerations.
They understood that dependence on appropriations from the State would
automatically siow down day-to-day decision-making in a very complex and dynamic
transportation business where customers depend on the railroad’s ability to respond

quickly to market demands.

In short, the ARRC business model, as it exists today, works very well and, as a
result, ARRC has never requested State dollars for its operation. We firmly believe
that the Legislature should be proud that this business is providing a valuable service
to Alaska's economy, satisfying its customers, and paying its own way. The Alaska
Legislature should not undermine ARRC's continuing viability by injecting the
Executive Budget Act into its operations. ARRC needs to be at the very top of its
game if it is to someday support a new pipeline, Department of Defense development,
growing tourist numbers, a future need for commuter rail support, and/or expansion
into Canada or ultimately north beyond Fairbanks. HB 127 threatens that readiness to
take on growth and development within the state, a hallmark of ARRC’s history and

track record.
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Rebecca Rooney

From: Wendy Lindskoog [LINDSKOOGW@akrr.com]
Sent: Friday, March 06, 2009 5:41 PM

To: Rep. Peggy Wilson

Cc: Patrick Gamble

Subject: Pat Gamble's letter to Rep. Stoltze

Attachments: Representativr Stoltze March 6, 2009.pdf

Representative Wilson: 1 hope this e-mail finds your husband doing well. Mr. Gamble asked that I forward you
a copy of the letter we sent to Representative Bill Stoltze. Mr. Gamble is hoping to provide his testimony on HB
127 in person on March 17th. We wili both be in town that day for a Senate Finance hearing as well. He will
also try to call in to the hearing on March 12th if his schedule allows. I have asked your staff to provide me the
call in number. See you in Juneau soon,

Wendy Lindskoog

Assistant Vice President Corporate Affairs
907-265-2498

lindskoogw@akir.com
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Exacutive Office
Telephone: 907-265-2403
Facsimile: 307-265-2312

March 6, 2009

The Honorable Bill Stoltze
Representative

State Capitol, Room 515
Juneau, AK 99801

Dear Representative Stoltze:

Your staff probably mentioned that | called Wednesday to be sure | clearly |
understood your rationale for introducing House Bifl 127 which places the Alaska |
Railroad under the Executive Budget Act. Another reason for my phone call was
to express concern about the scheduled hearing in House Transportation
regarding this bill on March 12, 2009, a day | am unable to attend.

I will be in Washington D.C. from March 9" through the 13" meeting with various
governmental agencies including the Department of Defense, Federal Railroad
Administration, and the Corps of Engineers, as well as all three members of our
Congressional Delegation. Since it was our understanding that the Juneau
hearing for HB 127 would likely occur on March 17", 1 had arranged my
appointment schedule accordingly. Under normal circumstances i am happy to
rearrange my calendar to accommodate hearing changes in Juneau.
Unfortunately, | cannot reschedule this particufar trip to Washington D.C.

As | am sure you have aiready determined, placing the Alaska Railroad under the
Executive Budget Act would fundamentally change the way the railroad was
intended to operate by the legislature that approved the Corporation Act (AS
42.40). It would entail a careful and comprehensive rewrite of the Act in order to
make very clear the way in which the Executive Budget Act would enhance the
existing Railroad model and make it a better operating business enterprise of the
State. | think we could all agree that is not a trivial matter to be dealt with in
haste. Which brings me to my point.

327 W. Ship Creek Avenue N MAILING ADORESS i TEL 507.205.2300 FAX 607.765.2416
Anchorige, Alaskd g5y P.G. Box 167500 Anchorage, Alaska, 99510-7500 i AlashaRailroad.com
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Representing the Alaska Railroad as its President and CEQ, | feel strongly that |
need {o attend this major State policy discussion in person before the House
Transportation committee and future committees the bill may be scheduled in. |
believe it is imperative during the legislative hearings to dialogue face to face
with fegislators on this important matter, rather than by teleconference. | have
requested that the House Transportation Committee Chair consider rescheduling
this bill for March 17", or a future date, in recognition of the value our personal
dialogue would bring to these landmark deliberations. | would appreciate your
support in this request.

it is my hope that we can assist your efforts to examine this proposition. Once
they are presented my staff and | are standing by to address your specific
concerns,

Regards, .S
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Patrick K. Gamble
President and CEQO
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Rebecca Rooney

From: Rep. Bill Stoltze

Sent: Monday, March 09, 2009 11:37 AM
To: Patrick Gamble

Cc: Rep. Peggy Wilson

Subject: RE: PDF

Mr. Gamble.

I understand your interest in delaying this legislation. I am sorry it took you so long
to try to contact me directly I have certainly received NUMEROUS messages and contacts
from individuals who were contacted by members of your organization ( just about every
route but the direct one- calling me!) The most casual observor can note that you have no
shortage of high level railroad officials who can participate in the first meeting, in the
first committee of referral on what will be the 52nd day of the 90 day session. The call
on scheduling is certainly up to Chair Wilson, but I favor having the 1st hearing at the

earliest date possible

From: Patrick Gamble [Gamblep@akrr.com]
Sent: Friday, March 06, 2009 5:45 PM
To: Rep. Bill Stoltze

Subject: PDF
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