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State Ownership Alternative

Ownership of the Alaska Railroad by the State of Alaska is the
second major alternative. It would be possible for the State to own
and operate the Railroad. However, several factors seem to favor
only State ownership and not State operation, if this alternative is
selected. Currently, there is no interest in state railroad opera-
tions. The State does not presently have the experience, knowledge,
or personnel required to operate the Railroad. In addition, most of
the basic reasons why the Railroad cannot be operated under federal
jurisdiction as one would operate a private railroad apply equally
to State operations. There would also be a tendancy for political
involvement in operational decisions. For these reasons, the con-
sultants for this project do not consider operation by the State to
be a viable or reasonable alternative. The discussion of this alterna-
tive is, therefore, confined to State ownership.

The State of Alaska could take title to the Alaska Railroad. Be-
fore making such a conmitment, however, it will be essential that legal
counsel for the State carefully examine the matter and determine the
necessary procedures, conditions, and process for acquisition. Un-
doubtedly there will be many legal questions. One such question is
the land issue, specifically related to the quality of the title in
light of the Alaska Native Claims Settlement Act of 1971. For example,
the Eklutna land decision clearly reserve the right-of-way and all
areas used for railroad operations. This decision transferred some $40
million or more in potential profits from land to Eklutna from the Rail-
road, thereby affecting the desirability of the property.

An alternative to direct purchase by the State could be the selec-
tion of the Railroad's land as a part of the withdrawal by the State
of federal land under the Alaska Statehood Act of 1958. It appears
that acquisition through selection by the State is a viable alternative
if the State determines that acquiring the Alaska Railroad is in its
best interest.

State ownership of ‘'«ailroad rights-of-way has become much more
common in the last few years, particularly by states which have faced
the loss of rail service due to railroad bankruptcy. While state owner-
ship interest started in the Northeastern United States because of
massive bankruptcies and abandonments, states in the Midwest and other
regions have more recently been faced with similar oroblems due primarily
to the Milwaukee and Rock Island problems.
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The chief advantage to Alaska of state ownership is the control
of the Railroad and the more effective integration of railroads as a
significant component of the State's total transportation system. With
state ownership, Alaska could not only plan for the integration of its
transportation system among the port, highway, barge and Marine Highway
system, but more importantly, the State could more easily implement its
transportation plans. As previously pointed out, public responsibilities
and state interest already extends to the other transportation modes so
essential io the future of the Alaska Railroad. State ownership would
provide the Governor, the Legislature, the Department of Transportation
and Public Facilities, and other state agency decision-makers with
the opportunity to actually make and carry out major significant capital
investment decisions between transportation modes. This decision-making
and full implementation responsibility relative to transportation could
be effectively used to reinforce state policies on land and natural
resource protection and development. In this manner the State could
assure local rail service to those areas where it is useful to stimulate
agricultural, commercial, industrial, and resource development.

An operational agreement could be negotiated with a suitable rail-
road operator with the necessary conditions thereby assuring rail users

with the level and quality of service the State wants and is willing,
to finance.

It is clear from examiniation of the financial records of the Rail-
road that capital and operating losses have occurred from time to time
in the past. The data also reveals the likelihood of additional losses.
There is evidence that revenue from the freight operations have been
necessarily used to subsidized the passenger operations. |If the State
assumes the ownership and operational responsibility for the Alaska
Railroad, Alaska must be prepared to cover any future capital and
operating losses.

This approach would also simplify the relationship between the State
and the federal government. The State is qualified to receive federal
financial assistance under the 803 program of the Railroad Revitaliza-
tion and Regulatory Reform Act (4R Act) of 1976 as amended unless the
Railroad has increased traffic of a magnitude that prevents it from
being considered a low density line. The State retains the option of
participation in the 803 program as long as it is eligible. Alaska
should carefully evaluate the difficulties, time, cost, and federal
involvement in considering participation in this Federal Railroad
Administration program. State participation in the 803 program requires



following FRA guidelines and obtaining plan and project approvals.

It should be noted that this FRA program was designed to assist rail-
roads, through the states, which were facing line abandonments of
uneconomic and marginal branch lines and not to accommodate system
growth. |If full advantage is to be \aken by Alaska of its opportunities
for economic, agricultural, and resource development, rail service to
areas not presently served remains an important consideration by the
State.

It should be noted that there are federal funds available for
branch line funding, redeemable preference shares, loans and other pro-
grams. A transfer of ownership from the federal government to the
State does not impair funding eligibility. Arrangements would also be
necessary for federal assistance through legislation relative to employee
benefits for the current federal employees of the Railroad.

Private Ownership and Operation Alternative

Several years ago, the Federal Railroad Administration expressed
some interest in the transfer of the Alaska Railroad from federal owner-
ship and operation to the private sector. At that time the State did
not have a Department of Transportation and Public Facilities, the
financial resources, or serious interest in State ownership. Expression
of interest by railroads in the continental states were sought. Some
private companies did express an interest in the possible acquisition
of the Railroad.-

Those private companies that were most serious carefully evaluated
the traffic (existing and potential), the cost of acquisition and
operation, and the return on investment. Based upon their analyses,
they decided that the return on their investment was insufficient to
warrant the financial commitment.

Changes in the traffic base of the Alaska Railroad such as major
coal export or mineral extraction and shipment could significantly
change the economics of the Railroad. Such changes would make the
Railroad more attractive to private investors.

This alternative must be viewed, however, from the State's per-
spective and not necessarily from the private enterprise view. There
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are sound arguments as to why the private sector should be encouraged
to own and operate the Railroad. Obviously, the private sector is much
more experienced and knowledgeable in railroad ownership and operations.
This private approach could potentially expand the public tax base
while minimizing the necessity for governmental employment increases.
Private companies have more fle xibility than public agencies in the
management of a business enterprise. In addition, decisions can be
made more rapidly in the private sector than in government.

If the Railroad were privately owned and operated, the role of the
State of Alaska changes. The State could become the regulator and not
the implementor. It will be more difficult to assure the integration
of the railroad with other transportation modes. Railroad expansion
w ill be based upon a more strict test of return on investment, profit,
and economic considerations.

The trade-off associated with this alternative seems to be private
investment capital, know-how, experience, and ability to rapidly re-
spond to changing markets and development in exchange for State or federal
control, implementation, public rail service, policy reinforcement,
public funds, and transportation system integration.

Public and Private Combination Alternative

The fourth alternative for the ownership and operation of the Alaska
Railroad involves a combination of public and private interests. Many
possible variations of this alternative appear viable depending upon
the relative roles, negotiations, compromises, and decisions. Since
the alternative variations are almost endless, it seems appropriate to
outline one approach that illustrates the possibilities and serves as
a point of departure for discussion purposes.

For purposes of discussion, it is assumed that the public would
own the land and facilities. The motive power, rolling stock, and
equipment could be owned either privately or by the public. Opera-
tional responsibilities are assumed to be by the private sector.

One approach within these parameters would be to have a Board
of Directors appointed by the Governor (perhaps for staggered terms
and confinned by the Senate or not). The Board would be made up of



businessmen and people knowledgeable about railroads. They could be
paid a reasonable stipend for serving and would be given this total

responsibility for oversight of the property and the administration

of the contract with the private operator. An example of this type

of approach is the USRA Board created by federal legislation.

Consideration would have to be given to the total number of Board
members. The responsibilities, authority, power and duties of the Board
tors. The responsibilities, authority, power and duties of the Board
would have to be carefully determined and articulated. If such a Board
is created, it seems appropriate to delineate its access to both public
and private funds. Creativity and innovation will be required in the
establishment of such an entity. Among the issues requiring attention
are the following: (1) operator incentives, (2) source of funds if
subsidy is required, (3) freight and passenger service levels and re-
sponsibilities, (4) labor provisions, (5) maintenance responsibilities
and funding, (6) responsibility for liability, (7) natural disaster
recovery, (8) equipment and facility acquisition and disposition, (9)
industrial development and property management responsibilities, (10)
accountability (to whom and when) and (11) institutional relationships
with marine owners and operators. This list is illustrative and not
exclusive.

The advantages of public ownership of the land and improvements
are numerous. The problem of land ownership disputes would be mini-
mized. There would be no problem of recovery of federal or state
funds expended on lines which were discontinued before the expiration
of their useful life. Public powers could be used, if necessary,
for expansion of the railroad system. The Railroad could more effec-

tively be integrated into the State's total transportation system,
system.

Private operations with incentives for excellence also has advan-
tages. It enables the railroad operations to be carried out by people
with relevant experience, training, and capability. Marketing could be
conducted in the way it is carried out within the private sector. Rail
service requirements could be incorporated into the operational agree-
ment and the users and public could be assured that service is at a
proper level by enforcement of the requirements. A reasonable profit
level needs to be achievable by the operator.

The public and private combination appears to be one viable alterna-
tive for the Alaska Railroad.
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brwty 24, 1981

Representative Bette M. Cato

House of Representatives -
Transportation Conaltcee

Pouch V

Juneau, Alaska 99811

Dear Ms. Cato:

House Bill Illumbar 12 ej pears to represent an Initial attempt to
address ths Issue of changing the status of the Alaska Railroad from
chat of a fadaral agency Co a state controlled entity. As such, It Is
an applaudable effort to redognir* the need for change and to take aome
typo of action prior co bavi(ug that change :Inpoeed from outi_Ildt.
However, In It* present fort* the bill does not directly address the
Issue that ie before the srd4c*. !IlIn particular, the following defects
appear to be present:

It tries to do toe much In a single pieco of legislation. It
establishes a body which has the authority to acquire, operate,
and expand the Al iivka Railroad end, through Its rote setting
power, becomes an economic regulation body;

/
it Is premature jf that It forecloses on a number of options
for dealing with he railroad which may be more attractive for
the state In tsrmfe of long-term operational considerations;

It does not addre io many of the problems of thci railroad
transfer vliich cap. be dealt with only on a legislative basis.

Each of these points deoerv a a bit mors detailed comment.

In eatnblichlng an aut]lorlty with the rather broud power to acquire,
operate, expand, and rcgul«(qce railroad operations In the state the bill
combines within a alngl. entity rcapon.lbllitlea which wlitl probeWy b.
in conflict. Acquisition of the prcocnt railroad la « function which
raoulrca both a good daal of planning and a «cn«itlvlty to rh. long-term
economic and political goal, which may ha hold for the railroad. Th*

n "oAn cod nogoti acea thl. tranofcr ahoald at th. .am. tine ha
desLolng tbs orgonlzatioiTthlch will operato the railroad to the best
advantage of the atatc. i/cannot do thin if it. form 1. already act
by legislative mandate. Likewise, an organization which Is required to
ay xugd. r., nf, £ thc manner of a private hunlncas (as Is implied
b~rthe hondlag ptoviolona cf th. bill) will 1-vlit_hly find itnelf in
conflict with the politico} policy aspects of both Its own operational
Md regulatory mandate, oaf with the political control Implied by the
board mcmborahlp. All of thcae nr... offer aeriouo opportunity for
potential conflict both wttjlJn th. rail authority and with .rt.mal
orgaolxstloim.
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In".ma sarlier review oi chin issum X ldentified at least fifteen
major policy consl/daratlcraa which must be addressed in j;aay change in
rail status within the atat< . These are u follows;

The utalus of rail-related. Imid* both In relationship to ANCSA
conveyances and t< the railroad"s operational and industrial
development requirements;

The status of pub:lc employe* unions, existing labor agree-
menf;*a employee blunfits and retirement programs, and employs
protaction condlt:one:

Design of an ownslship/operational structure which permits thn
railroad to seek nvaatmant capital;

Design of an own# ship/operational structure which avoids the
public/private cojf,licta now inherent in the marketing of the
railroad®"s srrvic*

IDmjign of an ovna]ship/operational structure which give manage-
m«nt the flexlbil ty to make entrepreneurial decisions and to
b*a accountable for thu outcomes of these decision*;

0 A determination o: whether passenger service isS necessary anm
If so, whether It Ila required to continue its operation;

0 A determination of whether the. railroad represents an appro—
priate mechanism for implementing state development policy
and, if ao, undor what types of financial, operational.
political, and economic conditions;

A determination o th/s present and historic financial statu*
of the railroad pi.rticulnrly as this Information relates to

the prospect of altractlag private capital, both equity and

debt; ~

Th# deolrabllity or uftefulneoo of establishing a state roll
rdvbulatory capabl ity;

T&e determinntlon of tjur ototun (federal, state, local) of
revcnuen and for “~esl and operating property after conveyance;

An asfliBesmtmc of lraffle potential for the railroad and Wr
Institutional x Ignaent might affect various traffic pos-
aibllltlea;

A determination O responslbillty and operational mechanisms
for auboldlea should oparating revenues not bo sufficient to
cover operation costs and capital renewal;
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The bill la It# present forex has selected a mesne for organising
soy future rail activity la the state without Investigating alternative
operational forma "which may be much more attractive options. There are
at least six wajor aJLternetive ways in which the. Alaska Railroad (and
any extensions ot other ecqilslclons) may he organised la the future,
None of these Is.clearly suparior to may of die others at this thu.
They era as follows:

Hointain the stattjs quo. That is, continue to function mm a
federal agency.

Reorganise as a fideral corporation. In for* tbia might be
aotasvhat similar to Canadian National Hallway.

Reorganise as a atate agency. This would give the railroad
somewhat the some statue as the Marine Highway System.

Reorganize n® m state corporation. Such an operation might be
similar to either the British Columbia Railway, the Ontario
Northland Hallway, or to any number of small operations
developed In the cfaatern and mid-western U.S. during the peat
five years.

Reorganize with a combination of scats ownership and private
operation. This vould glvs the stats ownership of soma
combination of the railroad*s real and operating assets while
m private sntreprc ncur would either entez Into m long-term
lease agreement ax contract to operate the property In a
manner similar to the arrangement betwson the Southern railway
and the city of Cdnclnnatl for operation of sefweral hundred
miles of line crwwd by that city.

Sull the railroad to e private firm Who would then function In
a manner similar io comparable operations elsewhere la the
country.

Clearly, theoa options can differ substantially in the range and
size of their Impacts upon be state. Thoy also would provide conoid-
crable variation In the sawUnt of state Investment required although
none of them would entirely eliminate state Involvement. Finally, the
organizational form which «volves will determine almost entirely the
degree to which reil declaicn mating in the stats will be political
rather than coramozciel. Thr 1important point Is that it is not yet
nsccsasry or in tbs ittau"fl bast Interest to foreclose on any of these

options.

w]*v
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An ana. "als 0." thit different possible lapactt of nrioua
Institutional arr.imjltBeDtt on potncUIl rail «sc<nil«aa;

An analysis of tbh<: impact on roll competitor.*. of various
Insltutioaal arras geaurot* for the railroad; and

Determination of ihich federal funding program* would or would
not be available tender different ownership/operational atrue-
Curas.

Many of tbeas aza not «ddr« >mod in the prtmeat bill and given the lack
of information on roost of the area*, It would be impossible to do so at
chi*. time.

In addition to the are: i» cantloued above It le Important to renumber
that anty future rail actlvily in the etate will be largely shaped by the
federal legislation which tiansfera control of the Alaska ftallxoad to
the state. Given this reel ty, | would suggest that the roost Important
direction that could be taitu at this point in time would be to eatablieh
«n organization which can n”~gotlste transference of the rallnosd, can
participate In the shaping <f the federal legislation, can Investigate
the (State®"s options in this matter, sod can assist the legislature Ix»
preparing suitable lIcgtolst on to address the organizational font of
future acate participation * well as other institutional and policy
matter™>. 1 would suggest tlat this organisation be set apart from
present state agencies duo \o the feet that its concerns would ncc-
aosarilj open many of their individual interests. For ouanpl*: the
Departments of Transportatl Oonroerce end Economic Development,

Datural Resources, Comounlt] end Regional Affair*, Attorney General end
labor all have concerns witl In their jurisdictions which would also be
involved in rail transfer qi)estlon8. An independent group would be
bettor able to coordinate tl ese concern* while still utilizing existing
programs. The roost importsit of thane existing programs Is the

rati piaiming work presently being done within the Department of Trans—
pot cation.

.Host importantly, by tiking chle approach, tbe state would preserve
all of ice options. While ¢ la clearly time to take action oa thle
matter, it is not yet approRelate to commit the state to m particular
and final course of action, House Bill 12 makes this conumltroent at a
time when there is irvmifflc ant .Information to determine whether it 1is
in the correct direction an< at a time whan the federal consideration la
unclear. In view of this 1 vould urge the members of the legislature to
adopt a course of action w& ch permits the etate to pley a major role in
shaping future rail matters while postponing the details of rail
operation, expansion, and X(fgulacitra until an appropriate time and
until the necessary informal lon has been assembled.
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Tb* transfer of th* Allsk. Railroad to scat* control r«pro**nt* *
major chang* In tb* tran*po: c system and Its Institutions. Undoubtedly
the most important change a:nee statehood pliced the highway cad airport
system within state jurisdit tion. It la important that thia change”
proceed in an orderly manna]l] with clear understanding of the opportunl-

. S99 liabilities of var: ou* courses of action. I hops these comaeata
have helped to furchyt thle ypgerstanding.

Sincerely,

John T. Cray
Assistant Professor of
Transportation

and expand the Al4tslc* Railroad and, through Its rate netting
power, becomes an economic regulation body;

It ia premature It that it forecloses on a number of option*
for dealing with :Ue rallrood which may be more attractive for
the state in t«rmp of long-term operational considerations;

It does not addreps many of the problems of rha railroad
transfer which c* 1 be dealt with only on a legislative basis.

Each of these points dcscrv a a bit mors detailed comment.
In establishing an nut aority with the rather broad power to acquire,

operate, expand’ and regula re railroad operations In the state tha bill
combines within a single entity responoibilltlea which will probably he

in conflict. Acquisition of the. present railroad is a function which
require** pboth a good deal oE planning and a sensitivity to tha long-ternm
economic and political goals which may b« held for the railroad. Th*

body which plan* and negotiates thi* transfer should at the «aom time be
dealgoing the organization Which will opsrata the railroad to the beat
advantage of the .state. It cannot do this if its form 1* already sec

by Isglslativa mandate. U keuiae, an organization which is required to
operate tha railrood in the murmur of 3 private business (a* 1* implied
by the bonding provisions cf the bill) will inevitably find Itself in
conflict with the politico} policy aspects of both ic* own operational
and regulatory mandates an* with the political control implied by the
boaTC mcmbotHhip. All of these areas offer serious opportunity for
potential conflict both wiChLn tha rail authority and with «*c«rnal

organizeCions.
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POUCH V. STATE CAPITOI
JUNEAU. ALASKA 99811
907-465-3B00

LECRRAINEAAFARS ARRCYY
MEMORANDUWM February 26, 1981
SUBJECT: Sectional analysis of Alaska Railroad
Authority Bill (Work Order Number 12-0866)
TO: Senator M. E. Dankworth
FROM: Randolph G. Berry

Legislative Counsel

In accordance with your request, the following 1is a
section-by-section analysis of your bill establishing the
Alaska Railroad Authority (Work Order No. 12-0093).

Sec.

1 of the bill:

Sec. 42.40.010 establishes the Alaska Railroad
Authority as a public corporation within the Department
of Transportation and Public Facilities.

Sec. 42.40.020 provides that the authority shall be
governed by a board of directors.

Sec. 42.40.030 sets out the membership of the board of
directors, the method of appointment, and qualifications
of the members.

Sec. 42.40.040 provides for a four year term of office
for directors and provisions for filling of vacancies.

Sec. 42.40.050 sets out procedures to be followed 1in
the event of a conflict of interest by a member of the
board of directors.

Sec. 42.40.050 provides for per diem and travel
expenses for the directors.

Sec. 42.40.070 establishes the quorum for the board of
directors.
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Sec. 42.40.080 provides that board meetings are public
meetings. <

Sec. 42.40.090 requires board to keep minutes of 1its
meetings.

Sec. 42.40.100 allows the board to employ a president
to manage the authority and sets out certain qualifi—
cations for the president.

Sec. 42.40.110 sets out the general powers of the
authority, 1including operating authority and financial
powers.

Sec. 42.40.120 provides that the authority shall
provide for the operation of the Alaska Railroad,
either operating the railroad itself or otherwise, and
allows the authority to expand the operations of the
railroad.

Sec. 42.40.130 provides that the board shall adopt and
issue regulations pertaining to its operations and the
operations of the railroad.

Sec. 42.40.140 requires the board to prepare and
distribute an annual report.

Sec. 42.40.150 requires an annual audit of the
authority by the legislative auditor or by an
independent auditor acceptable to the legislative
auditor.

Sec. 42.40.160 allows the authority to issue and sell
bonds and notes to provide money for corporation pur—
poses, including the operation, maintenance and
expansion of the railroad; provides that these bonds
and notes are payable from funds and assets of the
corporation; allows the authority to determine the
number, denomination and other matters relating to the
issuance of bonds and notes; allows the authority to
make pledges and guarantees with respect to the
security for the bonds and notes; the payment of
interest and principal, the redemption of the bonds,
and the establishment of special funds for payment or
redemption of the bonds or notes; and allows the



Senator M. E. Dankworth
Page 3
February 26, 1981

authority to make pledges with regard to the
appointment and powers of a trustee or trustees to
protect the interests of the holders of the bonds and
notes issued by the authority.

Sec. 42.40.170 requires the authority to retain the
services of an independent financial advisor when
negotiating for the private sale of bonds or notes.

Sec. 42.40.180 provides that pledges of assets or
revenue made by the authority as security for the
payment of principal or interest on bonds or notes are
binding on the authority.

Sec. 42.40.190 grants the holders of authority bonds or
notes, or trustees appointed to protect the holder"s
interests, to enforce the rights granted under this
chapter and pledges made under the trust agreement or
resolution of the board.

Sec. 42.40.200 provides that bonds and notes of the
corporation are negotiable instruments.

Sec. 42.40.210 provides that bonds and notes of the
authority are securities which are eligible for invest—
ment of state funds and qualify for investment of
reserves and other funds by insurance companies, banks
and other companies maintaining reserve accounts.

Sec. 42.40.220 allows the authority to issue refunding
bonds to replace previously issued and outstanding
bonds and notes of the authority.

Sec. 42.40.230 provides that the authority 1is not
allowed to pledge the taxing power of the state or
assets of the state other than the assets of the
authority.

Sec. 42.40.240 protects the officers and employees of
the authority from personal liability for the issuance
of bonds or notes by the corporation.

Sec. 42.40.250 grants tax exempt status to the
authority and to bonds and notes issued by the
authority.



Senator M. E. Dankworth
Page 4
February 26, 1981

Sec. 42.40.270 allows the board of directors to
dissolve the authority after provision for repayment of
all its bonds and notes, but requires legislative
approval of the dissolution.

Sec. 42.40.280 provides that personnel of the authority
are in the exempt state service.

Sec. 42.40.990 defines various terms used in the
previous sections.

Sec. 2 establishes the terms for initial members of the
board of directors appointed under sec. 42.40.030.

Sec. 3 provides for the board of directors of the Alaska
Railroad Authority to enter into negotiations with
representatives of the federal government for the transfer
of the Alaska Railroad to the authority.
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REPRESENTATIVE WHILE IN JUNEAU
H. PAPPY MOSS POUCH V
P.0. BOX 182 JUNEAU.ALASKA

99811

DELTA JUNCTION. ALASKA 99737
'907) 465-4990

(907) 893-4384 )
J&mtse of "Representatives

February 2h, 1981

The Honorable Bette Cato
Chairman
Transportation Committee

Dear Madam Chairman and Members of the Committee:

I would like to thank you for considering HB 12. the creation of the
Alaska Railroad Authority. This authority is formed for the purpose

of acquiring, constructing, operating, and maintaining railroads within
the state.

An efficient rail system within the state is essential for the development
of our renewable and non-renewable resources. In order for Alaska

to export coal, grain, minerals, and processed products, we must continue
to rely on our railroads. We must, in fact, coordinate this development
with railroad development.

An authority, n3 invisioned in this bill, will ensure that the state

can assume ownership of the Alaska Railroad, provide for line extension,
keep pace with changing railroad technologies, and oversee proper
maintenance and repair of the system.

It may not be the most glamorous undertaking of the 12th Legislature,
but if we prepare for the orderly transfer and operation of Alaska's

railroads, it will certainly be one of the most iinportand and visionary.

Sincerely
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House of Representatives

Pouch V
State Capitol

B ubLoess Juneau, Alaska 99811

MEMORANDUM- Regarding the Alaska Railroad
TO: Representative Brian Rogers

FROM: Patrick Lawler
Administrative Aide to Rep. Sutcliffe

Here®s a rundown of the sketchy information I"ve gathered about
the possible transfer of the Alaska Railroad to the State.

In addition to the bill cosponsored by you and Rep. Moss
creating an Alaska Rialroad Authority, Sen. Kertulla and Sen.
Dankworth have drafted a bill yet to be introduced which would,

I have been told, create a semi-autonomous corporation with a

board of directors similar in structure to the Alaska Energy Center.
This corporation would be empowered to own and operate the Alaska
Railroad.

Mark Hickey, the State Rail Plan Manager at DOT said that leg—
islative action towards the purchase or acquisition of the Alaska
Railroad would be, 1in his opinion, premature. He feels that the
State should first become aware of the full range of legal, admin—
istrative, technical, and especially financial aspects of the Railroad
before locking itself into any particular structure. He feels, 1in other
words, that we should keep our options open.

The Federal Railroad Administration is currently studying possible
means of disposing of its control of the Alaska Railroad. The Office
of Management and Budget of the Carter Administration recommended the
sale or tranfer of the railroad to the State of Alaska by 1983.

Reagan Administration officials have given their unofficial support
to these plans and Mark Hickey will meet with FRA officials concerning
the matter soon.

Again, according to Mr. Hickey, DOT 1is gearing up to study the
Alaska Railroad in detail, as well as possible options for state
ownership and operation of the Railroad. He feels that by the next
session of the Legislature his department will have the facts needed
to draft legislation. Mr. Hickey also pointed out that any transfer
of Alaska Railroad would require federal legislation and that any
action by the State should work in conjunction with this legislation.

The enclosed Rail Systems Study includes in Chapter 5 some of
the 1issues involved -in the operation of the Railroad.

Contacts about the subject are; Mark Hickey at DOT
Ron Walt, US Dept, of Transportatio
Juneau
Jessie Dodson at the Governors Offi
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«StatesNews Service

WASHINGTON- The Alaska
Raiirod should be transferred to the
State of Alaska or a private party by
1983, according to President Carlrer 3
proposed 1982 budget.

Tbe preliminary budget, which lists
Office of Management and Budget
recommendations for government
spending, suggests the railroad be sold
or transferred as part of a general
outline of transportation policy
priorities of the departing Carter Ad —
ministration. “

The Alaska Railroad is the only
federally owned railroad system in the
country. . - -

"Legislation is being proposed to
Congress that would provide for
takeover of the railroad, a Federal
Railroad Administration spokesman
confirmed today.

But the spokesman said it is doubtful
Congress will approve the transfer
during ,the current Congressional
session.

The Alaska Railroad has been run—

ning at a deficit since completion of the

Gt amyiD

Empire Washington Bureau
WASHINGTON,-The
railroad should be handed over to the
state or a private party b
cording to President Carter

1982 hudget.

departing President.
1phe L%I

aska Railroad is the only
federally owned rail system in the

country.

Alaska

proposed

IContinuedfrom pagel)

"trans-Alaska piepline in1976.

The railroad received $10.6 million
from the federal government for
capital expenditures, primarily
maintenance, in fiscal 1981. The
preliminary fiscal 1982 budget, which
begins next October, earmarks $7
million for the railroad 3 capital costs;
Operating expenses are paid from the
railroad Srevenues."

In meetings earlier this week, Sen.
Frank.Murkowski, R-Alaska,
suggested to Transportation Secretary-
designate.Drew Lewis that his

"Legislation is being proposed to
Congress that would provide for
takeover of the railroad,” a Federal
Railroad Administration spokesman
said Thursday, adding that Democrats
are not holding out great hopes of
The preliminary budget, which lists _Con(h;ressmnal approval of the transfer
Office of Management and Budget n t
recommendations for government ex-
penditures, suggests the railroad sale or
transfer as part of an outline of tran-
sportation policy priorities of the

iS session.

Trans-Alaska Pipeline in 1976,

cars.

~ The Alaska Railroad has been runn-
ing at a deficit since completion of the

The railroad received $106 million
from the federal government for
capital expenditures in fiscal 1981 in-
cluding $45 million for new passenger

department investigate turning the
railroad over to the state.

The Hammond administration says
the federal government has long
wanted to unload the Alaska Railroad
jvj the state and legislative proposals to
at least begin the process of taxing over
the railroad have the support of some
key legislators. ~

But Commissioner of Transportation
and Public FacilitiesBob Ward says he
believes the state should study the idea
indetail beforemaking a decision.

In the last fiscal year, the railroad
lost S4 million, down from a $million
lossthe year before. -

1982 earmarks $7 mi

the state.

Sen. Ted Stevens, R-/ aska. has in
the past supported transfer of the
railroad to the state, but is concerned
about the terms. A spokesman for
Stevens said he expressed his concerns

to the Reagan transition team.
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The preliminary budﬁet for fiscal
ion fo; the

railroad's capital costs. Operating costs
are paid from the railroad's revenues.
In meetings earlier this week. Alaska
Sen. Frank Murkowski suggested to
Secretary of Transportation-designate
Drew Lewis that his department in-
vestigate turning the railroad over to
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American federation of government Employees

LOCAL 183
LOCAL 183
AFFILIATED WITH THE AFL-CIO WASHINGTON, D.C. POST OFFICE BOX 35
ANCHORAGE, ALASKA 99510

TELEPHONE 272-8316

REFER TO FILE:

February 18, 1981

The Honorable Brian Rogers

St -te House of Representatives
Pouch V

Juneau, AK 99811.

Dear Mr. Rogers:

The American Federation of Government Employees, Local 183, being the
largest bargaining unit of The Alaska Railroad supports the idea of
State ownership of the Railroad.

Through the years we have had the experience of watching the Railroad
deteriorate to the point where it strains to fulfill its mission and
purpose. We have often been neglected and treated like an illegitimate
part of the Federal Government. We have had to listen to bureaucrats
in Washington, D.C. make the usual excuses as to why the line could

not be properly funded.

The Alaska Railroad is important to the State of Alaska, and in our
opinion Alaska can no longer afford this type of irresponsibility if
it expects to develop its mineral resources which are dependent upon
a heavy transportation system.

We are asking you to support with legislation the transfer of The
Alaska Railroad to State ownership so that we along with the other
citizens of Alaska can determine our own "destiny.

The people of Alaska, The Alaska Railroad, and the employees of The

Alaska Rail.road are worthy of this consideration. We believe that
now is the time to start in that direction.

TO DO FOR ALL THAT WHIiCH NUNS CAN DO F HIMSELF



DEPARTMENT OF TRANSPORTATION
FEDERAL RAILROAD ADMINISTRATION
WASHINGTON, D.C. 20590

RATOR 27 B80

The Honorable Ja% S. Hammond
Governor of Alaska

Juneau, Alaska 99801 GOVERNOR"S OFFICE
Dear Governor Hammond:

On July 24, 1980, officials from the Federal Railroad Admin-
istration including the General Manager of the Alaska Railroad
met in Juneau with”Mr. Bob Ward, Commissioner of Trans-
portation and Ms. Jessie Dodson from your office to discuss
the Alaska Railroad. Tne meeting provided an opportunity to
review a number of current and long range Railroad issues .
including the State's supPort for passenger service, the Rail-
road's etforts to cut costs and the fedeval goal of trans-
ferring the Rajlroad to State ownership. | ampleased that
this dialogue has be?un and am hopeful that itcan lead to. an
orderly resolution of our respective concerns. | am parti-
cularly encouraged by Commissioner Ward and Ms. Dodson's .
interest in the future of the Alaska Railroad and,their will-
ingness to begin active consideration of our proposals.

A summary of the subjects discussed at the meeting and our
proposal$ for State involvement follows.

0
0

State Support fdr Passenger Service

We appreciate the State decision to provide $Imillion in the
current budget to purchase a new passenger car for the Rail-
road. However, we request the State to“redirect this money so
that it can be used to pay for refurbishing passenger cars”on
the Anchorage-Fairbanks line rather than the purchase of one
new "Budd car" on the Whittier line. We have decided aPamst
the purchase of new self-propelled Budd cars in favor of con-
tinuing conventional Rassenger trains on both lines because of
the high cost and technical problems with the Budd cars for
use in Alaska. The Railroad has ?urchased eight ~additional
conventional pa_ssen(%er cars from the Southern™Railroad and
plans to refurbish these cars as well as existing equipment.
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We expect federal funds will be available to refurbish at most
eight cars and ask the State to provide $1 million to refur-
bish another four cars.  Once these cars are refurbished, the
Anchorage-Fairbanks service will be more reliable and eco-
nomical "to operate and extra cars will become available to
eplace the much older Whittier cars. Unless £3ie $1 million

n State funds can be redirected to assist in this effort, the

ailroad will be unable to refurbish sufficient cars to con-

inue existing service.  Maoreover, the Railroad will have to
refuse the State funds if they can only be.used to purchase a
Budd car. Acquisition of one Budd car would be inconsistent
with the deciston to continue conventional passenger train
service and the costs to operate and maintain_a single Budd
car would be Eroh|b|Uve._ | understand Commissioner Ward
agreed to seek a redirection of State funds as we requested,
and | urge your active support for this effort. In our view,
this approach will provide the optimum benefit for passengers
who use both the Anchorage-Fairbanks and the Whittier liné€s.

In addition to redirecting the available $1 million to refur-
bishing costs, we also request that the State provide funds to
cover the 1981 passenger service operating;losses that are
['estimated to be about $1 million. "[In the Past, the Railroad
has been able to make up_passenger losses from freight
revenues. However, the Railroad cannot continue this cross
subsidization of passenger service bhecause there has been a
steady decline in freight revenue since the Trans Alaska Pipe-
line was completed. |n 1980 a one-time federal subsidy of
5 million was provided for Bassenger operating losses, but
no fu.ids are included in the 1981 federal budqet for this ,
purpose. Unless the State makes up these losses in the coming
ear, the Railroad may be forced to drasticallycurtail
%assenger Service.

Al~askQ_Ra_[1_foad_Effof_ts__to Cu_t_Cos”s

Over the past few years the Railroad has taken many steps to
cut costs. For example, the number of employees has been
reduced to less than half the number employed during the peak
pipeline construction years and locomotiveS have been modified
to reduce fuel consumption. Duringthe meeting on July 24

two new actions to cut costs were éxplained. >

Beginning this winter, the Railroad will attach a single

gassenger car to a freight train for two round trips per week
etween Anchorage and Fairbanks. This will be a reduction
from the three-Car consist that o?erated last winter, but the

frequency of service will remain the same as last winter.. The
single passenger car will be cheaper to operate and it will be
moré than adequate to handle the low v/inter ridership.



In another effort to cut costs and remove t*he Rai lroad' from
activities that are not vital federal interests, a decision
has been made to terminate the present contract for prowdmg{
freight barqe service on the Tanana and Yukon Rivers. The ARR
plans to sell its river equipment, including a tu?boat_a_nd
several barges, and is willing to lease its” dock facilities
and other land holdings that may be needed for the State or a
private business to continue operating the barge service.

Proposed Transfer of the Alaska Railroad to State
Ownership

It has Dbeen the policy of the past three Administrations  to
cease federal operation of the Railroad by transferring it to
the State or a rlvate_buger. Private _companies have
expressed an interest in the Railroad in the past and several
concerns have recently contacted the General Manager. We.
suggest that this is a good time to ber serious “discussion
of "State take-over becalse (1) the Railroad is essentially an
intrastate railroad p
needs of the State,

rimarily” serving the freight and tourist
(% the State is” in a strohg »iseal con-
a

dition, and would be able to support the Railroadvs capital and
operating needs, and (3) the transfer process, which will
probably” take two to three years to implement, should begin
now while the Railroad is_in a slump before the natural gas
pipeline construction activity begins in a few years.
Commissioner Ward indicated that there has been some dis-
cussion within the State about eventual State acquisition of
the Railroad. | would hope that these discussions can now
lead to a decision to assume State responsibility for the
Railroad so that we can_ber the complex process of trans-
ferring ownership. | firmly believe it is in the State's
interest to actively [t)re,ss for State ownership at this time
for both the transportation needs of the State and to preserve
the public services that the Railroud provides in Alaska.

We look forward to continuing this important discussion and
are hopeful it will lead to 7ncreased State support for the

passenger service in the coming year as well as ultimate
transfér of the Railroad to State ownership. If | can be of
further assistance to _you or provide additional information,
lease let me know. Both the Alaska Railroad and Federal
ailroad Administration staffs are available to meet with and
assist State officials in this regard.

Sincerely,

Adminis trator



U.S._Departrrtent
of Transportation

RmAator THE ALASKA RAILROAD

Annual Report by The Secretary of Transportation
To The President For Transmittal To The Congress



Overview

THE ECONOMY

The Alaskan economy, at alow level following
completion of the trans-Alaska oil pipeline,
contracted still further during 1979. Construction was
down, vacancy rates for single family rental units
reached 25 percent in Anchorage, and the State
population dropped by several thousand persons.
Uncertainty over the Alaska lands issue has caused
corporations tb defer capital investments in the State.
Alaska, as it enters the 1980's, remains an
underdeveloped area.

The construction of a 4,800-mile natural gas
pipeline from Alaska's North Slope is an increasingly
likely prospect and would be the principal stimulant
of the economy in the 1980's. Because Alaska is rich
in natural resources other than petroleum, there are
other possibilities for expanding Alaska's economic
base. These include copper and coal mining, fishing
and seafood processing, forestry products, and
hydropower. In the near term, the State, using its
surplus oil revenues, is expected to increase the
funding of capital improvement projects in 1980.
Tourism, up 10 percent in 1979, continues to grow;
and commercial fishing, up 20 percent over 1978, also
promises to grow rapidly as the offshore-bottom
fishing industry develops.

In years past, traffic and revenues on The Alaska
Railroad have risen and fallen with the Alaskan
economy, and this pattern will continue. Because
there is no manufacturing activity in Alaska, and no
immediate prospects for its development, the
Alaskan economy will continue to fluctuate
throughout the 1980's. Alaska Railroad financial
results during the decade will reflect these
fluctuations.

THE RAILROAD

Fiscal year 1979 saw a continuation of the decline
in freight traffic (Table I) that began in 1977 following
the completion of the trans-Alaska oil pipeline. All
major commodities hauled in FY 1979 dropped from
FY 1978 (Table Il); as in FY 1978, the largest decline
was in petroleum products because the refinery
located near Fairbanks increased its bulk petroleum
market share and thereby lessened *he surrounding
area's dependence on shipments via the Railroad. If
the anticipated construction activity increases and an
export coal movement is started, FY 1980 should
reflect a modest upturn in freight traffic. No
substantial gains are expected in the long-haul traffic
to Fairbanks, however, until the gas pipeline project
begins.

Non-freight revenues increased, led by
passenger revenues which were up 35 percent. Non-
operating revenues were up 26 percent; and other

operating revenues increased 3 percent—from $3.3
million to $3.4 million. Total expenses were reduced
almost $2 million; but revenues primarily reflecting
the drop in freight traffic declined by nearly $4
million. These losses were incurred despite a 14-
percent reduction in employment. Increased labor
costs and material prices tended to offset the
personnel reductions and the higher tariffs.

TABLE I: RAILROAD STATISTICAL HIGHLIGHTS
1979 1978 %
ITEM FY FY" CHANGE
Total Revenues
(million § 252 29.1 - 134
Total Expenses‘.mllllon 9 318 336 - 55
Gain (Loss) an ion $):
Before Depreciation
(gross); 34 13 -1518
After Depreciation (net) 6.6 2433 - 453
Capital and Major
Maintenance Program
(million $) 94 36  +1611
Average No. Employees , 648 753 - 139
Freight: .
Revenue (rmllhon ) 182 23 -2
Revenue-Tons Carried 1
(million _ 18 22 -169
Revenue Ton-Miles
(million) . 257 330 - 21
Revenue per Ton-Mile
(cents) 71 7 + 14
Average Distance
Carried (miles) 142 152 - 66
Carloads Handled 36499 40357 - 10
Total Train-Miles
(thousand) 370 375 - 14
Passengers:
Re.venue.ﬁ.mllllon ) 16 12  + 353
Miles (million) 138 12 + 155
Cross Ton-Miles (million) 878 915 - 43



TABLE Il: FREIGHT TRAFFIC BY COMMODITY

1979 1978 %
COMMODITY Py B CHANGI
Revenue Tons Carried
gthousand):
and & Gravel 6375 7272 -123
Coal 5239 5933 -117
Manufactures & Misc. 2769 3078 -100
Petroleum, Oil,
Lubricants 2196 3739  -413
TOFC/COFC
(Plggyback[_) 88.7 995 -109
Products of Forests 55.2 678 -186
Products of Agriculture 71 82 -134
Total Tonnage 18089 21777 -169
Revenue Dollars
gthousands):
and & Gravel $1009 $ 972 +38
Coal 3207 3507 - 86
Manufactures & Misc. 6,738 8413 -199
Petroleum, O1l,
Lubricants 3877 6,362 -39.1
TOFC/COFC
(Piggyback) 2,327 2484 - 44
Products of Forests 886 1231 -280
Products of Agriculture 114 72 +58.3
Total Revenue $18158  $22991 -21.0

The Railroad's working ratio (expense/revenue,
excluding depreciation) was 123 percent, up from 110
percent in FY 1978. Although expenses of all three
operating departments—Transportation,
Engineering, and Mechanical—were $2 million less
than expenses incurred in FY 1978, the 2i-percent
drop in freight revenues more than offset the
economies.

The FY 1979 breakdown of revenues and
expenses by percentages isshown in Figure 1. Freight
revenues constituted 72 percent of total revenues,
with the remaining 28 percent accruing from other
than freight movements.

The capital and major maintenance program
rose sharply because of the $6.3 million
appropriation by Congress for repairs to the
Railroad’s Seward and W hittier dock facilities.

Table Ill shows revenues, expenses, gains
(losses), and cash Mow for each quarter ot fiscal years
1978-79. It reflects the declines in traffic which occur
during the winter months, and the increases which
occur during the summer months.

Although expenses are closely controlled and
monitored, the Railroad will probably not show a
profit until the construction equipment and material
for the natural gas pipeline start to move into Alaska.

TABLE I1l: QUARTERLY FINANCIAL RESULTS
FISCAL YEARS 1978-79
(Million dollars)

QUARTER  REVENUE EXPENSE (CL;oAs!’s\I) oo
FY 1978:
1 $71  $89  50-8 5(10
2 5.7 8] 2.6 1.8
3 71 84 13) (05
4 9.2 80 1.2 2.0
Total Oct. 1977-
Sept. 1978 $291  $336  $(45) 5(13)
FY 1979:
1 $54 $79  5(25) 517
> 57 77 20) (L2
3 67 82 15 (07
4 14 80 0.6 02
Total Oct. 1978-
Sept. 1979 $252  $318  $(6.6) $(34)

The Railroad is taking active measures to reduce
expenses further while continuing essential service
to the public. Rising costs will continue to have a
detrimental effect on the financial situation in FY
1980. The perennial deficits from passenger service
will be offset in FY 1980 by an agreement recently
signed by the Railroad and the State to cover losses
associated with the Whittier shuttle service, and by a
Federal appropriation which included $1.5 million
for the Anchorage-Fairbanks passenger service.

To build community and shipper awareness of
the Railroad, the Railroad, with tne support of the
State and the numerous communities along the
Railbelt, celebrated Alaska Railroad Week from
September 10 through 16. The following noteworthy
events took place: the Railroad ran special trains; a
poster was produced; officials gave speeches; an
Anchorage newspaper prepared a special section on
the Railroad; the Anchorage museum presented an
exhibit; and communities sponsored a variety of
special events.

Since the Government of the State of Alaska has
substantial surplus funds because of the growth of oil
revenues, the Federal Government believes that
ownership of The Alaska Railroad should be with the
State Government. The Federal Government believes
that The Alaska Railroad exists primarily for the
benefit of the residents and shippers in Alaska; they
need and deserve a much larger voice in determining
the role that they want the railroad to play.



REVENUES

LOCAL FREIGHT
38.7%

INTERLINE FREIGHT
2800y NON-OPERATING

OTHER
13.4%

PIGGYBACK 9.4%

PASSENGER 6.2%

EXPENSES

NON-OPERATING 0.6%,

INCIDENTAL 5.7%
TRAFFIC 1.;1%

GENERAL AND
ADMINISTRATION 12.5%

FIGURE 1: FY 1979 TOTAL REVENUES AND EXPENSES.
3



PROPOSED (Buchholdt)
LETTER OF INTENT

HB 12

A task force consisting of (1) the directors of the Alaska Railroad Authority;
(2) a representative from each of the departments of Commerce and Economic
Development, Natural Resources, Comnunity and Regional Affairs, Law, and
labor, the division of policy development and planning, and the University

of Alaska appointed by the head of each agency; and (3) three members of

the public appointed by the governor, shall study the options for transfer

of the Alaska Railroad to nonfederal control. The task force shall make

recoomendations to the legislature by March 1, 1982.

The Alaska Railroad Authority shall construct railroad facilities between
Fairbanks and Delta and shall plan railroad facilities between Delta and

the Alaskan and Canadian border.

Teh Alaska Railroad Authority shall consider the extension of railroad

facilities to the Beluga, Susitrui, and Matanuska-Susitna coal fields.

The Alaska Railroad Authority shall initiate discussions with the
representatives of the White Pass and Yukon Railroad concerning the

participation of the state in the ownership and control of that railroad.



Proposed Amendment: Delete Sec 6, pg 10; place in Sec. 44.87.030, pg 3

PURPOSE OF AUTHORITY (Hayes)



Proposed Amendment: Should amendment by Hayes to include Sec. 7, 8, & 9, pg 10
in letter of Intent fail, Zharoff proposes to include

the word "consider" after the word "shall"™ in the

aforementioned sections.



Proposed Amendment: Delete Sec. 1 (2); replace with Sec 1 (a) of HB 312 (Hayes)

Section 1. 1EGISIATIVE FINDINGS, (@) The legislature finds that there is

a vast potential in Alaska natural resources and that extension of the
Alaska railroad into natural resource areas is necessary for the achievement
of the goals of lower freight costs and long-term economic growth.
Development of natural resources in the state will be accelerated and
facilitated by the creation of an instrumentality of the state with power

to incur debt for construction, and with power to own and operate railroads.



Proposed Amendment: Pg 2, line 2, Membership of Authority: delete "or””
after industries add insert "regional corporations”

(Zharoff).



Sunset Provision in HB 12, as requested by Ceram.ttee of Tom Sofo, Legal Dept.

For ConnrLtte 3 Information: Sunset provision may included in the bill
in numerical sequence; amend AS 44.66.010 to include new paragraph for
the Alaska Railroad Authority. If Committee desires a sunset provision,

the Committee must determine date.
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House of Representatives

Pouch V
State Capitol

Business Juneau, Alaska 99811

MEMORANDUM- Regarding the Alaska Railroad
TO: Representative Brian Rogers

FROM: Patrick Lawler
Administrative Aide to Rep. Sutcliffe

Here®*s a rundown of the sketchy information 1"ve gathered about
the possible transfer of the Alaska Railroad to the State.

In addition to the bill cosponsored by you and Rep. Moss
creating an Alaska Rialroad Authority, Sen. Kertulla and Sen.
Dankworth have drafted a bill yet to be introduced which would,

I have been told, create a semi-autonomous corporation with a

board of directors similar in structure to the Alaska Energy Center.
This corporation would be empowered to own and operate the Alaska
Railroad.

Mark Hickey, the State Rail Plan Manager at DOT said that leg—
islative action towards the purchase or acquisition of the Alaska
Railroad would be, in his opinion, premature. He feels that che
State should first become aware of the full range of legal, admin—
istrative, technical, and especially financial aspects of the Railroad
before 1locking itself into any particular structure. He feels, in other
words, that we should keep our options open.

The Federal Railroad Administration is currently studying possible
means of disposing of its control of the Alaska Railroad. The Office
of Management, and Budget of the Carter Administration recommended the
sale or tranfer of the railroad to the State of Alaska by 1983.
Reagan Administration officials have given their unofficial support
to these plans and Mark Hickey will meet with FRA officials concerning
the matter soon.

Again, according to Mr. Hickey, DOT 1is gearing up to study the
Alaska Railroad in detail, as well as possible options for state
ownership and operation of the Railroad. He feels that by the next
session of the Legislature his department will have the facts needed
to draft legislation. Mr. Hickey also pointed out that any transfer
of Alaska Railroad would require federal legislation and that any
action Dby the State should work 1in conjunction with this legislation.

The enclosed Rail Systems Study includes in Chapter 5 some of
the issues involved -in the operation of the Railroad.

Contacts about the subject are; Mark Hickey at DOT
Ron Walt, US Dept, of Transportatic
Juneau
Jessie Dodson at the Governors Offi
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StatesNews Service

WASHINGTON- The Alaska
ailroad should be transferred to the
tate of Alaska or a private party by
383, according to President Cartrer 3
roposed 1982 budget.

TSe preliminary budget, which lists
ffice of Management and Budget
ecommendations for government
pending, suggests the railroad be sold
r transferred as part of a general
utline of transportation policy
riorities cf the deptuting Carter Ad —
ministration. * .

The Alaska Railroad is the only
ederally owned railroad system in the
ountry. -

"Legislation is being proposed
Congress that would provide for
akeover of the railroad, a Federal
lailroad Administration spokesman
:onf(rmed today .

But the spokesman said it is doubtful
Congress will approve the transfer
luring ,the current Congressional
session.

The Alaska Railroad has been run-
!ing at a deficit since completion of the
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<Continued from page 1)

"trans-Ala“"ska piepline in 1976.

The railroad received $10.6 million
from the federal government for
capital expenditures, primarily
maintenance, in fiscal 198l. Tbe
preliminary fiscal 1982 budget, which
bBgins next October, earmarks $F
million for the railroad 3 capital costs;
Operating expenses are paid from the
railroad Srevenues.

In meetings earlier this week, Sen.
Frank _Murkowski, R-Alaska,
suggested to Transportation Secretary-
designate .Drew Lewis that his

department investigate turning the
railroad over to the state.

The Hammond administration says
the federal government has long
wanted to unload the Alaska Railroad
on the state and legislative proposals to
at least begin the process of taking over
the railroad have the support of some
key legislators. *. ex -

But Commissioner of Transportation
and Public Facilities Bob Ward says he
believes the state should study the idea
indetail before making adecision.

In the last fiscal year, the railroad
lost $4 million, down from a $6million
lossthe year before.

Carter:

Empire Washington Bureau
WASHINGTON,-The Alaska
railroad should be handed over to the

state or a private party by 1983 ac-

cording to President Carter's proposed
1982 budget.

The preliminary budget, which lists
Office of Management and Budget

recommendations for government ex-

penditures, suggests the railroad sale or

transfer as part of an outline of tran-

sportation policy priorities of the
de$art|n/g President.

he Alaska Railroad Is the only
federally owned rail ‘system in the
country.

"Legislation is being proposed to
Congress that would provide for
takeover of the railroad,” a Federal
Railroad Administration spokesman
said Thursday, adding that Democrats
are not holding out great hopes of
Congressional approval of the transfer
In this session.

The Alaska Railroad has been runn-
ing at a deficit since completion of the
Trans-Alaska Pipeline in 1976

The railroad received $106 million
from the federal government for

capital expenditures in fiscal 198L in-

cluding $45 million for new passenger
cars.

Give railroad to state

The preliminar budﬁet for fiscal
1982 earmarks %7 million for the
railroad’s capital costs. Operating costs
are paid from the railroad’s revenues.

In meetings earlier this week. Alaska
Sen. Frank Murkowski suggested to
Secretary of Transportation-designate
Drew Lewis that his department in-
vestigate turning the railroad over to
the state.

Sen. Ted Stevens, R-Alaska. has in
the (just supported transfer of the
railroad to the slate, but is concerned
about the terms. A spokesman for
Stevens said he expressed bis concerns
to the Reagan transition team.
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Change in operational oversight within the Federal Govern—
ment.

1. Place Railroad into independent agency status
within U. S. Department of Transportation and no
longer under the Federal Railway Administration

2. Make Railroad a semi-independent federal corporation

State Ownership: " e

1. A division of the State Department of Transportation
and Public Facilities similar to Marine Highways.

2. A semi-independent State corporation.
Private Operation
1. Sole ownership

2. A regulated public utility



Amendments offered by Representative Pappy Moss:

HOUSE BILL NO. 12
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An act creating the Alaska Railroad Authority."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS UU is amended by adding a new chapter to read:

Chapter 87. ALASKA RAILROAD AUTHORITY

ARTICLE 1. CREATION AND ORGANIZATION

Sec. Ul4.87.010. ALASKA RAILROAD AUTHORITY CREATED. There 1is
created the Alaska Railroad Authority. The authority is a public
corporation of the state in the Department of Transportation and Public
Facilities, but with a separate and independent legal existence.

1 15 Sec. UU.87.015. MEMBERSHIP OF THE AUTHORITY. The authority
consists of a five member board of directors: four public members
appointed by the Governor and confirmed by the legislature in joint
session, one member to have experience in each of the following user
industries in Alaska: agriculture, minerals, petroleum, and tourism: AMD
The Commissioner of Transportation* the Commissioner of Revenue and

the Commissioner of Commerce and Economic Development shall serve as
ex-offic$£” non voting members of the authority.

Sec. UU.87.020. OFFICERS AND QUORUM. The board shall elect one
member as chairman. Other officers may be elected as the board
determines. The powers of the authority are vested in the board.

Three directors of the authority constitute a quorum. Action may be
taken and motions and resolutions adopted by the authority at a meeting
by the affirmative vote of at least three directors. The directors
serve without compensation, but they are entitled to the same travel
expenses and per diem provided by law for board members.

Page 2, line 8: develop a long range rail transportation plan for
Alaska to assist development of the states resources and provide for
inter-community transportation: and initiate dedication of corridor
rights-of-way over federal, state, and private lands in conformance

with the plan.



% Offered in the HOUSE: By: Rogers

To: HOUSE BILL No, u

SENATE BILL No,

Page:® _4 Line: 17

Delete ", the commissioner of revenue, and the commissioner
of commerce and economic development."”

Insert in its place "and two members of the public who
represent the petroleum, mining, agriculture, or
tourism industries or other railroad user groups.
The two public members shall be appointed by the
governor and shall serve staggered two-year terms."”



Alaska ~ tal |IEStslahtte

pbut¢e

TRANSPORTATION COMMITTEE

JUNEAU ALASKA

HB 12 An Act creating the Alaska Railroad Authority (Moss)

The Bill adds a new section to the Statutes, inserted between

the Alaska Municipal Bond Bank Authority Act and Alaska Industrial
Development Authority. The ARA establishes a three member

Board of Directors that designates the Commissioners of the
Department of Transportation and Public Facilities, Revenue,

and Commerce and Economic Development as members(no compensation
except travel and per diem expenses- standard).

Article 3 Financial Provisions
This article incorporates the general bonding authority
language that is standardized in all Authority Acts. The
following is an outline of the specific Sections:

Bonding Authority --standardized language with A0 yr maturity

Trust Inductures & Agreements

Validity of Pledge -intent to make pledge of bonds valid & binding
from time pledge 1is made

Nonliability of Bonds--no liability or accountability of authority
members. Bond indebtedness 1is the liability of the authority
only--not state or political subdivision

Pledge of State--Agrees not to impair,limit, or alter rights and
powers vested in authority; and bond holders; as well as
contracts made by authority with federal agencies.

Exemption from Taxation intent of this section is to lower interest
rate, 1improve bonding status. This sectipn basically states
that real & personal property, 1income, assets, & receipts of
the authority is declared the property of the political
subdivision of the state, and is exempt from all taxes and



HB 12 (cont"d.)

and special assessments of State (including bonds, except
for inheritance and estate taxes and taxes on transfers by
or in contemplation of death.

Bonds legal Investments for Fiduciaries--bonds of authority are
securities and fiduciaries may legally invest funds, including
capital in their control. Bonds of authority may also
be deposited with state and municipal entities for any purpose
that 1s or may be authorized.

Comments from Pappy Moss:

This bill will 1install an infrastructure (Commission) as

a preliminary to an eventual State owned & operated railroad.
Pappy has been working on this bill for approximately six
months and has extensive research and back-up materials prepared
for the Committee®"s hearings. He also mentioned that he has

had conversations with Frank Jones (head of the Alaska RailRoad)
and remembers that this Federal Agency was receptive to a
transfer of authority--but his comments were very general

and mentioned that he would have Pete (his A.A.) review the
notes from these discussions to provide a clearer indication

of what may lay ahead. Pappy"s office will also be preparing

a fiscal note during the coming week.

REgarding the fiscal, monies to establish bonding capability
negotiations.



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE )

FISCAIL, NOTE

I REQUEST i
Bill/Resolution No.. House Bill #12
Title An Act Creating the Alaska Railroad Authority
Requested by_ Representative P. Moss Date 2/10/81

1. FISCAL DETAIL
Agency Affected Department of Transportation & Public Facilities

Program Category Affected Transportation )

BRU, Program, or Subprogram(s) Affected Planning & Programming
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

TOTAL

FUNDING (Thousands of Dollars)

GmiRAJLEUNDL
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS
FULL TIME / . \
PART TIME — 8 —
TEMPORARY R /

. ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

Intent and purpose can be accomplished through existing funding and staff.

IV. DATE 2/13/81 PREPARED BY Dennis Dooley .
AGENCY “dot/pf

Original: Legislative Finance PHONE 465-2470

cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



Offered in the |-0.E By : ,._Roge«.
To: HOUE BILL No, 12
GNATE BILL No.

Page > _4 Line: 17

Delete ", the commissioner of revenue, and the commissioner
of commerce and economic development."”

Insert in its place "and two members of the public who
represent the petroleum, mining, agriculture, or
tourism industries or other railroad user groups.
The two public members shall be appointed by the
governor and shall serve staggered two-year terms.”
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House o f Representatives

; . Pouch v
Committe on Transportation State Capito)

Juneau, Alaska 99811
Rep. Bette Cato, Graimen (907) 465-4858

Alaska RailRoad

HB 12 (now in House Finance)

establishes state authority, with 5-members board including CctmrLssioner

of DOT/PF or designee and four members of the public appointed by Governor.
The purpose of the authority is to plan, finance, acquire, construct,

operate, maintain, or sell railroad facilities and contract to provide rail
service in the state as provided in bill.

Authority has bonding authority--Transportation conmittee strenthened considerably
the bonding section of HB 12.

Authority is required to furnish the governor and the legislature a comprehensive
report describing operations, income and expenditures for the preceding fiscal
year; annual audit is also prescribed.(Rail bill is now in drafting in D.C.—

j~yngress will pass bill this year for transfer-"--good news tip for media)

HJR 20, CSSJR. 18

Both resolutions are essentially the same.

HJR 20 is now in Senate "Transportation; CSSJR 18 is in House "Transportation.
The resolutions request the President to direct Secretary of Transportation
(in HJR 20) or the Secretary of Interior (CSSJR 18) to create a utility
corridor the extension of the Alaska Railroad to the Canadian border.

The resolutios generally portray that the corridor will provide an essential
international transportation lind, that both parties are similar in the

need for rail for further development, members of the Canadian government

have expressed a willingness for talks concerning an international rail
connection.

Resolution passed by Resource Development Council on April 9 regarding
Alaska Railroad (ARR) - attached.

Exportation issues: A

SunkEl of Korea -coal. Thailand and Japan also interested in coal for concrete






POLICY STATEMENT ON THE ALASKA RAILROAD
PROPROSED BY THE RAILROAD STUDY COMMITTEE

Based upon this committee®s study, the Resource Develop—
ment Council supports the following:

(1) That th~State of Alaska take”?ke necessary steps
toca&fSire ownership of the Alaska Railroad from
the federal government.

(2) That the Alaska Legislature enact legislation
establishing an autonomous authority, separate and
apart from existing state agencies, to act on
behalf of the State.

That the operation and management of the railroad
be~placed with a qualified private enterprise firm.

*2ftrov\  CUO



Aniotki Hall
P.O. Box 149
Galena, Alaska 99741 <
Telephone (907) 656-1281

%

MEMORANDUM

TO:

FROM:

SUBJECT:

DATE:

Senators and Representatives
Alaska State Legislature

City Manager Janies R. Filip

City of Galena Resolution No. 81-9

April 16, 1981

On behalf of Mayor Vernon White and members of the Galena
City Council 1 am pleased to enclose a copy of Resolution
No. 81-9 supporting State purchase and operation of the
Alaska Railroad.

The Council also supports extension of the Railroad to
the Yukon River Bridge crossing and retention of barge

operations on the river.

Thank you for considering these thoughts.



(StfrgfltBrfhnvft

Antotki Hall
P.O. Box 149
Galena, Alaska 99741
Telephone (907) 656-1281

RESOLUTION NO. 81-9

A RESOLUTION SUPPORTING THE
PURCHASE OF THE ALASKA
RAILROAD BY THE STATE OF ALASKA

WHEREAS, the Alaska Railroad has played a vital and continuing role in the
development of Alaska along its route, and;

WHEREAS, the United States government has indicated a willingness to sell
the railroad;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Galena
that members of the Alaska State Legislature are encouraged to provide
funds for the purchase and operation of the Alaska Railroad by the State
of Alaska including retention of the barge operations on the Yukon River
and extension of the railroad to the Yukon River Bridge site.

This resolution takes effect immediately upon passage and approval.

PASSED AND APPROVED by the City Council of the City of Galena, this 14th
day of April, 1981.

Vernon White
ATTEST: Mayor

P
City Manager/Clerk



HO_H=O-FEHRETENTAINGS

REPRESENTATIVE SALLY SMITH e 321 CHURCH STREET e FAIRBANKS, ALASKA ss701 ¢ IN JuNeau: PCUCH V ¢ JUNEAU, ALASKA BSStl

March 16, 1981

"R

Oscar L. Venable
330 Wedgewood, //7
Fairbanks, Alaska 99701

Dear Oscar,

Thank you for your letter supporting a state-owned
railroad. State ownership of the Alaska Railroad is
being discussed, but a bill has not been introduced
that would appropriate money to actually buy it.

You have made some very good points in your let.er,
and | thoroughly agree with your position. House Bill
12 and Senate Bill 221 have been introduced which would
establish an Alaska Railroad authority whose goal would
be to work with the federal government toward purchasing

the Alaska Railroad "House Bill 12 1is in the House Trans—
portation Committee and a copy of your letter has been
sent to Committee Chair Bette Cato. Senate Bill 221 is

in the Senate Transportation Committee so I"ve sent a
copy of your letter to Committee Chair Bill Ray as well.
Your letter will show public support to the Committee
members. IT you have further comments about these bills,
I urge you to contact Representative Cato and Sentaor Ray
at Pouch V, Juneau, 99811.

Thanks for taking the time to write and express your
opinion on this issue.

Sincerely,

Sally Smith

Alaska State Representative

cc: Rep. Cato
Sen. Ray
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ARCITITIJIENT

OfpgiEB m THE HOUSE: Bv:

Ta: « HOUSESILLHo. J2

Ot&m d

m SEttriE BILL to.

Pa«e: LjWe: _a

Delete Sections 1 through &

I""ert in its place:
* t

* Section 1. ALASKA RAILROAD NEGOTIATING COMMISSION.
(a) There 1is established in tbe Department of Transportation
and Public Facilities the Alaska Railroad Negotiating Commission.

(b) The Alaska Railroad Negotiating Commission consists
the following members: the commissioner of transportation and
public facilities or his designee and four public members
appointed by the governor who represent petroleum, mining,
agricultural, tourism industries, regional corporations or
other railroad user groups. A member of the commission must
be a resident and qualified voter of the state and shall comply
withtthe requirements of AS 39.50 (conflict of interest)
relating to members of state boards and commissions. Members
of the commission serve without compensation but are entitled
to per diem and travel expenses authorized by law for boards
and commissions.
fl<_4utic) The Alaska Railroad Negotiating Commission shall

s cussions with the federal government concerning Ll

the transfer of ownership of the Alaska Railroad to thglgkate

/or to private enterprise) and ~“concerning]! additional <"access to

other areas of Alaska not presently served by the Alaska

Railroad. The commission shall also discussions with
the federal, provincial and territorial governments of Canada

[as well as interested private parties]}concerning the incorporatior
of the Alaska Railroad into a transcontinental rail system.

The commission shall report its findings:"and recommendations
concerning the transfer of ownership to the legislature as soon

as possible or, if the legislature is not imspsftion at the



AMENDMENT

Offered in the FUE By :
To; cs HOE BILL No. 12 €in>
SENATE BILL No.

Line:

Page :

Amendment No. continued

time of the report, to each member of the legislature.

(d) The House Committee on Transportation and the
Senate Committee on Transportation shall have oversight
responsibilities for the on-going work of the Alaska
Railroad Negotiating Commission.



REPRESENTATIVE SALLY SMITH « 321 CHURCH STREET ¢ FAIRBANKS. ALASKA 99701

Bruce E. Carr
BOX 81023
Fairbanks,

Alaska 99708

Dear Mr. Carr:

Thank you for your
sition to a state-owned railroad.
the Alaska Railroad 1is being
not been introduced that wold
actually buy 1it.

message

You have made
definitely deserve
Senate Bill 221 have been 1introduced
tablish an Alaska Railroad Authority
be to work with the federal
if purchasing the Alaska
Bill 12 1is in the House
a copy of your Iletter has
Bette Cato. Senate Bill
tation Committee, so 1"ve
to Committee Chair Bill Ray as well.
will show public support to the
you have further comments
to contact Representative
Pouch V, Juneau, 99811.

consideration.

Railroad is

been

221 is 1in

Cato

Thanks for taking the time to

concerning your
State

considered,

appropriate

some very good points,
House

Transportation
sent to Committee
the
sent a copy

Committee

about these
and Senator

express

« IN JUNEAUI POUCH V « JUNEAU. ALASKA 99S1l

March 31, 1981

oppo —
ownership of
but a bill has

money to

and they
Bill 12 and
which would es—
whose goal would

government to determine

feasible.
Committee

House
and
Chair

Transpor —

letter

message

members.

bills, I urge

Ray at

Senate
of your
Your
I
you

your opinion.

Sincerely,

Sally Smith

Alaska

Cato
Pay

cc: Rep.

Sen.

State Representative



'MSG*81-00009745 PRTY 1 03/25/81  15:45:21 ORIG: LFOO IN= 0009 OUT= 00A4
= FROM: ANNIE IN FAIRBANKS T0: JIUNEAU INFO.
TARGET: LJH2 SUBJ: POM PAGE 0001

TO: REPS. BETTISWORTH, BROWN™ FANNING/ RANDOLPH, ROGERS AND SMITH _
SENS. BENNETT, FAHRENKAMP AND PARR

FROM: BRUCE E. CARR, BOX 81023, FAIRBANKS 99708 479-3747
= RE: STATE OF ALASKA BUYING THE ALASKA RAILROAD

| AM AGAINST THE STATE BUYING THE RAILROAD. GOVERNMENT SHOULD NOT BE IN
OMPETITION WITH PRIVATE ENTERPRISE. ~TRANSPORTATION [S THE LARGEST PRIVATE
EMPLOYER IN THE FAIRBANKS AREA AND THE RAILROAD COMPETES WITH AND TAKES
BUSINESS AWAY FROM THE PRIVATE TRUCKING COMPANIES. BUS COMPANIES. SHIP AND
. é(I)RMLPIQTEng(R)MPANIES. THE TAXES PRIVATE ENTERPRISE PAYS SUBSIDIZES THEIR

5.C



*~0gggED (Ductfoeidt)
IETIER CF INTENT
HB 12

A task force consisting of (1) the directors of the Alaska Railroad Authority;
(2) a representative from each of the departments of Coomerce and Economic
Development, Natural Resources, Comnunity and Regional Affairs, Law, and
Labor, the division of policy development and planning, and the University

of Alaska appointed by the head of each agency; and (3) three members of

the public appointed by the governor, shall study the options for transfer

of the Alaska Railroad to nonfederal control. The task force shall make

reconmendations to the legislature by March 1, 1982.

The Alaska Railroad Authority shall construct railroad facilities between
Fairbanks and Delta and shall plan railroad facilities between Delta and

the Alaskan and Canadian border.

Teh Alaska Railroad Authority shall consider the extension of railroad

facilities to the Beluga, Susitna, and Matanuska-Susitna coal fields.

The Alaska Railroad Authority shall initiate discussions with the
representatives of the White Pass and Yukon Railroad concerning the

participation of the state in the ownership and control of that railroad.



Proposed Amendment: Delete bee b, pg 10; in bee. 44.87.030, pg 3

PURPOSE OF AUTHORITY  (Hayes)



Proposed Amendment: Should amendment by Hayes to include Sec. 7, <1, & 9, pg 10
in Letter of Intent fail, Zharoff proposes to include

the word "consider" after the word "shall" in the

aforementioned sections.



Proposed Amendment: Delete Sec. 1 (2); replace with Sec 1 (@) of HB 312 (Hayes)

Section 1. LEGISLATIVE FINDINGS, (@) The legislature finds that there is

a vast potential in Alaska natural resources and that extension of the
Alaska railroad into natural resource areas is necessary for the achievement
of the goals of lower freight costs and long-term econ;mic growth.
Development of natural resources in the state will be accelerated and

facilitated by the creation of an instrumentality of the state with power

to incur debt for construction, and with power to own and operate railroads.






Sunset Provision in HB 12, as requested by Committee of Tom Sofo, Legal Dept.

For Conmitte™s information: Sunset provision may included in the bill
in numerical sequence; amend AS 44.66.010 to include new paragraph for
the Alaska Railroad Authority. If Conmittee desires a sunset provision,

the Committee must determine date.
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PLEASE NOTE: THE FOLLOWING PAGES WERE TREATED

AS A UNIT IN THE ORIGINAL DOCUMENT



line 17 - Delete ™, the commissioner of revenue, and the
commissioner of commerce and economic development.™
and insert in its place "and four members of the
public who represent the petroleum, mining, agri—
culture, or tourism industries or other railroad

( user groups. The four public members shall be

appointed by the governor and shall serve staggered
four-year terms.”

line 20 -before "member"™ 1insert "public",

ine 21 and 2k - change "two"™ to "three".

ine 27 -Delete entire section and insertinits place new
section "Qualifications, powers, andduties of
officers and directors.”™ (See attachment A.)

line 6 - Delete entire section and insert in its place
"PURPOSE OF THE AUTHORITY. The purpose of the
authority is to plan, acquire, construct, operate,
and mainatain, or sell railroad facilities in the
state, as provided for by law."

page 3
after line 13 - insert
"(15) recommend to the legislature
(A) methods of expanding and improving
railroad facilities in the state, and
(B) financing proposals if the authority
finds that a project cannot be financed
by revenue bonds of the authority.

(16) develop a long-range state rail transportation
plan to assist development of the state’s
resources and provide for transportation
between communities.”

Include new sections:
Annual audit
Limitations on issuance of bonds by the authority
Annual report
Appropriations and reports
Public records; open meetings *
(See attachment B.)

Include new section:

"Section 2. (a) A task force, consisting of the directors

of the Alaska Railroad Authority, representatives of the
Commerce and Economic Devel —

opment mNatural Resources, Community and Regional Affairs,
Law, and Labor, £the Division of Planning and.jth™-Dpypl nprnpnt
of Policy"]! and the University of Alaska”'sKall consider al.
the options for transfer of the Alaska Railroad to non-
federal control. The task force shall present.its recom- 5
mendations to the legislature on or before ApSa-1 1, 1982. pcio
(b) The Alaska Railroad Authority shalhftonstruct railroad
facilities between Fairban&k and Delta and shall plan If
railroad facilities between Delta and the Alaska border. 7



(c) The authority shall initiate discussions with the
principals of the Whitepass and Yukon Railroad- concerning
state participation in the ownership and control of that
railroad.

(d) The,&uthority shall consider additional railroad
extensions™ within*~tKe"Ttatef"and shall report its findings
and recommendations to the legislature.

(e) The authority may purchase rolling stock, terminals,
and any associated storage and transportation facilities,
including but not limited to grain and coal handling
facilities, as are needed to fulfill its purposes.

&y jThe"authurlty-shal-1- ini-t-iaFe~dedn ratdon af-eerrdrdor
ni~ht " f way~"over- federal-- s™4”eVv.and*r=xvame--4andrsi.

ft

(ytSluff-



§ 44.83.040 Alaska Statutes 84.8300

Sec. 44.83.040. OfficersjmtLquorum. The director shall elect w*
ofthe directors at largg”~chairman and other officers they dclerrmr*
desirable.The powprloftheauth)rity are vested in thedirector*,
three directoryjfthe authority onstitute a quofiunrAction mny I*
taken and mdtions and resolut ons adoptptPby/the authority at t

meetingby/heafTirmativevoteol& Uoasfthreedirectors.Thedirectcr* .

ofthe authority serve without compensation, but they shall reccivr i)*
Borne travel pay and per diem as provided by law for board membn
(8 1ch 278 SLA 1976; am § 3 ch 156 SLA 1978)

Effect of amendment. — The 1978 large" for "public members™ in Or <»*
amendment substituted "directors at  sentence.

Sec. 44.83.045. Qualifications, powers,, and duties of officm
and directors, (a) The directors at large must be residents and
qualified voters of Alaska and shall comply with the requirement!«
AS 39.50 (conflict of interests). The directors at large shall «nt
four-year terms. The four original directors at large have terms ofce*.
two, three, and four years, respectively.

(b) A vacancy in a directorship occurring other than by expirntu* ¥
a term shall be Tilled in the same manner as the original uppoinlrwut
but for the unexpired portion of the term only.

(c) The authority shall employ un executive director who may.**.)
the approval ofthe authority, employ additional staffas ncceMjrj h
addition to its staff of reqular employees, the authority mny cnr-t/i«*
for and engage the services of legal und bond counsel, conmhimu
experts, and financial and technical advisors the authority
necessary for the purpose of conducting studies, inmtipti'™*
hearings, or other proceedings. The board of directors shall
the compensation of the executive director. The executive din*"'*
the authority is subject to the provisions of AS 39.25. (8 H4ch I'4 ft.*

1978)

Sec. 44.83.050. Staff.
Repealed by 8§ 23 ch\ 156 SLA 1978.

1
Editor'd note, -*HtITrqlBnlud section
derived from S L'm 270, SI,A 197G.

/ Article 2>RurH>s<rTtn3 Powers.

Suction
90. Power conlrucU end tb*
UtiliticH Commt'Oin

Section

70, l'urpouo of the uuthorily
80. Piiwurw of the authority

144.83.080

State Goveiinment

constructing, acquiring, financing and operating power pr
facilities limited to fossil fuel, wind power, tidal, geo
hydroelectric, or solar energy production and waste
conservation facttttiesTuT1ch 278BLA1976; am 8 5 ch 156 SI

Effect of amendment. — The 1978 "hydroelectric and fossil fuel |

imtndmon| substituted the _Ianguafqe projects” at the end of the secti
thinning "power production fucililics” for /

See. 44.83.080. Powers of the juithority. In furtherant

corporate purposes, the authoritvjias the following powers in;
to its other powers: /

tl) to sue and bo sued,; /

(2) to have a seal and after it ot pleasure;

<Al to make and altdr bylaws for its organization and i
management; /

(4) to make ‘rule/ and regulations governing the exercis
corporate powers; [

(5) to acquire, whether by construction, purchase, gift or let
to improve, equip, opbrqgte, and maintain power projects;

(6) to issue bonds to cafry-uiut any of its corporate purpo:
pwcra, including the acquisition DKconstruction of a projec
v*ncd or leased, as lessor or lessee, byHhe authority, or by t
;«rwn, or the acquisition of any interest m a project or any r
n parity ofa project, the establishment or fnpreasc ofreserves to
ir to pay the bonds or interest on them, a/d the payment ofali

or expenses of the authority InCident to and necessc
"e.irnicnt to carry out its corporate ourposes and powers;

’<to fidl, lease as lessor or lessee, exchange, donate, conv
*tcaml>er in any manner by rnorlgage or by creation of any
A anty interest, real or personal property owned by it, or in wh
*« »n interest, when, in the Judgment of the authority, the acti
" -W.hornnco of its corpora/' purposes;

* to accept gifts, grants /r lonns from, and enter into contrnc

transactions regarding them, with any person;

' to deposit or invest Rs funds, subject to agreements *

“soifibildora;

M toenter into contracts with the United States or any person,

«tfwt to the laws of the United States and subject to concurrent
**"filature, with a foreign country or its agencies, for the finnnc
‘e'Auction, acquisition, operation and maintenance of ull or any |

®‘ 1'i'uer project, cither inside or outside the state, and for the sal
wAHIUjjOn of DOIVmM 1f»*/\rs. n

JE— '1*



844.83.190 844 .B3.2v,

(2) repair or~*construcWi of

"3) desi~tta“cquisition-or construction riecessa"ry"to complete
project for which bonds have been issued. (824 ch 83 SLA 19R0i

Sec. 44.83.190. Annual audit. The authority shall have its
cial records audited annually by a certified public accountant. T:*
legislative auditor may prescribe the form and content ofthe financu]
records of the authority and shall have access to these records at cn
time. 81 ch 278 SLA 1976) n

Sec. 44.83.191. Limitations on issuance of bonds by tf*
authority. The authority may not issue bonds except after 60 chv*
notification of its intent to issue bonds isgiven to the governor and t&
the legislature, if the legislature is in session, or to the Legislate
Budget and Audit Committee, ifthe legislature isnot in session, € 24
ch 83 SLA 1980)

Sec. 44.83-195. Operation of "projects, (@ When a project u
operated by the authority, the authority shall enter into"'ohe or non
contracts for thp-sSTtTbf electrical/power from the,project. A contract
entered int “under this section™hall requirements of AS
44.83.0S /

(bl/rf, at the expi/ation of a”edntract entered/into by the authoritj
urijrer (a) of this section, rptfenues earned by the authority under th*

imtract exceed expartBt?s of the authority for the project, an amount
equal to the excess shall bejused,by the authority t.o\reduce rates cr
improve services to consumers served by the power project. (824 ch S3
SLA 1980)

Sec. 44.83.200. Annual report. Before March 1 of each year, the
authority shall submit to the governor and the legislature i
comprehensive report describing operations, income and expenditure*
for the preceding 12-month period. (8 1 ch 278 SLA 1976)

Sec. 44.83.210. Appropriations and
standing any other provision in this chapter, the authority is subject to
the provisions of the Executive Budget Act (AS 37.07).

(b) The authority shall, by the 15th day of each regular legislative
session, present to the legislature a report detailing project status,
original costs and projected costs, particularly highlighting any cojj
in excess of the original cost estimates submitted for each project wher.
that project was originally approved by the legislature. (8 1 ch 278 SLA
1976; am 819 ch 156 SLA 1978)

Effect of amendment. — The 1978
amendment rewrote this section

Sec. 44.83.220. Public records; open meetings. The provisions*
AS 09.25.110 - 09.25.120 and AS 44.62.310 - 44.62.312 apply tot-*

authority. The authority shall publish a proposed agenda of its
meetings and afTord the public an opportunity to be heard in accord—

ance with AS 44.62.312. (8 1 ch 278 SLA 1976)

VVt>"-vrra s **

reports, (@ Notwith—

*44 .83.224 State (

authority. The authority shall
jneetings and afford the public i
.ace with AS 44.62.312. & 1 ch

Sec. 44.82"2A"Long-term >
Commerce and Ecoribmic Deve
shall, after public heatings, prej
energy plan. The plan/and its ai
die commissioners of/the depart
government for review and to <
approval, the plair shall be subm
February 1 of”ach year. The ]
include

(D an "end-use”’study examili
amount of energy used and the ;

(@ an energy development
thermal, electricM and transport
lowest reasonableVost, includi
consistent with acceptable stan>
consideration as practicable to al
based on nuclear/fuels) which ar
promote the efficient use of facil:
conservation g/al”and the consi<

(3) an energy conservation cor

(A) conservation goals for
identifying the region for which
energy to which the goals are aj

(B) specific methods and mear
paragraph;

(4 a component tor emerge
applicable during times of emerj

(5) a report on areas or subjei
demonstration projects involvin
energy sources, ami energy cons
525 ch 83 SLA >980)

Effect of amendment. — The 198
Andment rewron? the section.
Editor’s note. -4 As 44.83.180, referre

Sec. 44.83/230. Definitions,
requires otherwise,

o "authority” means the A
mis chapter;

f2) "bonds" means bonds, notes
~“ued under this chapter;



AMENDMENT

Offered in the HOUSE: By : Ken Fanning

To :_ pransnortati on Cornm®. HOUSE BILL No, _ «

SENATE BILL No,

Page: _j Line:

Line 6 - as provided for [by law] in this Act.

Include new section

kOt5j\ Section 2 (@ A task force [and] the University of Alaska and
v * three members of the private sector, appointed by the Governor.
(® .... The Alaska Railroad Authority shall submit

recommendations fo the legislature and construct railroad facilities
between Fairbanks and Delta.

yfc new subsection (f) - subsections a, br c, and d of this section
require legislative approval prior to any final action.



net{grdrg ?di” %/sMgrltation
and State Af?a| S

BY MOSS,ROGERS,BROWN AND

IN THE HOUSE BETTI SWORTH
2 HOUSE BILL NO. 12
3] IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TWELFTH LEGISLATURE - FIRST SESSION
5 A BILL
g For an Act entitled: "An Act creating the Alaska Railroad Authority."

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

irr

8 * Section 1. AS 44 is amended by adding a new chapter to read:

9 CHAPTER 87. ALASKA RAILROAD AUTHORITY.

10 ARTICLE 1. CREATION AND ORGANIZATION.

1 Sec. 44.87.010. ALASKA RAILROAD AUTHORITY CREATED. There 1is

12 created the Alaska Railroad Authority. The authority is a public cor—
13 poration of the state in the Department of Transportation and Public -
14 Facilities, but with a separate and independent legal existence.

16 Sec. 44.87.015. MEMBERSHIP OF THE AUTHORITY. The authority con—
16 sists of the following board of directors: the commissioner of trans—
17 portation and public facilities, tha commissioner of revenue, and the
18 commissioner of commerce and economic development.

19 Sec. 44.87.020. OFFICERS AND QUORUM. The board shall elect one
20 member as chairman. Other officers may be elected as the board deter—
21 mines. The powers of the authority are vested 1in the board.

22 directors of the authority constitute a quorum. Actionmay be taken
23 and motions and resolutions adopted by the authority at a meeting by
24 the affirmative vote of at least two directors. The directors serve
25 without compensation, but they are entitled to the same travel expenses
26 and per diem provided by law for board members.

27 Sec. 44.37.025. STAFF. The authority shall employ an executive
28 director who may employ additional staff as necessary. In addition to
29 its staff of regular employees, the authority may contract for and

-1- HB 12



engage the services of the bond counsel, consultants, experts, and
financial advisors it considers necessary for the purpose of developing
information, or conducting studies, investigations, hearings, or other
proceedings.
ARTICLE 2. PURPOSE AND POWERS.
Sec. 44.87.030. PURPOSE OF THE AUTHORITY. The purpose of the
biaM. p# -taU.
authority 1is to acquire, construct, operate f.ivj maintain railroad
facilities in the state® M
Sec. 44.87.035. POWERS OF THE AUTHORITY. In furtherance of its

corporate purposes, the authority may

(1) sue and be sued}

(2) have a seal and alter it at pleasure}

(3 make and alter bylaws for its organization and internal
management}

(4) adopt regulations governing the exercise of its corporate
powers j

(5) acquire by construction, purchase, gift or leas<i facili—
ties in the statej

(6) improve, equip and operate railroad facilities in the
state]j

(7) issue revenue bonds for the acquisition, construction,
or improvement of railroad facilities in the statei

® sell, lease as lessor or lessee, exchange, donate,
convey or encumber by mortgage or by creation of any other security
interest, real or personal property owned by it, or in»which it has an
interest, when, 1in the judgement of the authority, the action is in
furtherance of its corporate purposes}

(9) accept gifts, grants or loans from, and"enter into con—

tracts with a federal agency or an agency of the state, a municipality,
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a private organization or other source;

(10) deposit or invest its funds, subject to agreements with
bondholders;

(1) contraer with any persgn for the improvement, construe-
tion, acquisition, operation and maintenénce of its railroad facilities,
or for the security of bonds issued by the authority;

(12) establish, levy, and collect fares and other charges for
the use of its railroad facilities;

(13) enter 1into contracts'or agre;ments with respect to the
exercise of any of its powers, and do all things necessary to carry out
its corporate purposes and exercise the powers granted in this chapter;

(14) exercise the power of eminent domain in accordance with
AS 09.55.250 - 09.55.410.

ARTICLE 3. FINANCIAL PROVISIONS.

Sec. 44.87.040. BONDS OF THE AUTHORITY, (@) The authority may
issue bonds 1in accordance with AS 44.87.035(7) on which the principal
and interest are payable

(1) exclusively from the income or other money derived from
its railroad facilities; or

(2) from its income and receipts or other assets generally,
or a designated part of them.

(b) Bonds shall be authorized by resolution of the authority, ana
shall be dated and shall mature as the resolution may provide, except
that no bond shall mature more than 40 years from the date of its
issue. Bonds shall Pear %nterest at the rate or rates, be in the
denominations, be in the form, either coupon or registered, carry the
registration privileges, be executed in the manner, be payable in the
medium of payment, at the place or places, and be subject to :he terms

of redemption which the resolution or a subsequent resolution may
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10
11

12

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

2?

provide.

(c) All bords, regardless of form or character, shall be negoti—
able instruments for all the purposes of the Uniform Commercial Code.

(d) All bonds may be sold at public or private sale in the manner,
for the price or prices, and at the time or times which the authority
may determine.

(e) The superior court has Jurisdiction to hear and determine
actions or proceedings relating to the authority, including actions or
proceedings brought by or for the benefit or security of a holder of
its bonds or by a trustee for or other respresentative of the holders.

Sec. 44.87.045. TRUST INDENTURES AND TRUST AGREEMENTS. In the
discretion of the authority, an issue of bonds may be secured by a
trust indenture or trust agreement between the authority and a corporate
trustee (which may be a trust company, bank, or national banking
association, with corporate trust powers, located inside or outside the
state) or by a secured loan agreement or other instrument or undur a
resolution giving powers to a corporate trustee by means of which the
authority may

(1) make and enter into any covenants and agreements with
the trustee or the holders of the bonds which the authority may deter—
mine to be necessary or desirable, including, without Ilimitation,
covenants, provisions, limitations and agreements as to

(A) the application, investment, deposit, use and dis—
position of the proceeds of the bonds of the authority or of money
or other property of the authority or in which it has an interest;

) the terms and conditions upon which additional
bonds of the authority may be issued;

(2) pledge, mortgage or assign money, leases, agreements,

property or other assets of the authority; and
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€) provide for any other matters which affect the security
or protection of the bonds.

Sec. 44.87.050. VALIDITY OF PLEDGE. It is the intention of the
legislature that a pledge made in respect of bonds be valid and binding
from the time the pledge is made; that the money or property so pledged
and thereafter received by the authority be immediately subject to the
lien of the pledge without physical delivery or further act} and that
the 1lien of the pledge be valid and binding as against all parties
having claims of any kind in tort, contract or otherwise against the
authority irrespective of whether the parties have notice. Neither the
resolution, trust agreement nor any other instrument by which a pledge
is created need be recorded or filed under the provisions of the
Uniform Commercial Code to be valid, binding or effective against the
parties.

Sec. 44.87.055. NONLIABILITY ON BONDS. (@) Neither the members
of the authority nor a person executing the bonds is liable personally
on the bonds or subject to personal liability or accountability by
reason of the issuance of the bonds.

(b) The bonds issued by the authority do not constitute an
indebtedness or other liability of the state or of a political sub-—
division of the state, except the authority, but are payable solely
from the income and receipts or other funds or property of the
authority. The authority may not pledge the faith or credit of the
state or of a political subdivision of the state (except the authority)
to the payment of a bond and the issuance of a bond by the authority
does not directly, indirectly or contingently obligate the state or a
political subdivision of the state to levy or pledge any form of

taxation to the payment of a bond.

Sec. 44,87.060. PLEDGE OF THE STATE. () The state pledges to
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and agrees with the holders of bonds issued under this chapter that the
state will not Ilimit or alter the rights and powers vested in the
authority by this chapter to fulfill the terms of any contract made by
the authority with the holders. The state also pledges to and agrees
not to impair the rights and remedies of the holders until the bonds,
interest on them, interest on unpaid installments of interest on thenm,
and all costs and expenses 1in connection with any action or proceeding
by or on behalf of the holders, are fully met and discharged.

(b) The state pledges to and agrees with a federal agency that
loans or contributes money for railroad facilities of the authority,
that the state will not limit or alter the rights and powers vested in
the authority by this chapter to fulfill the terms of any contract made
by the authority with the federal agency.

(c) The authority 1is authorized to include the pledge and agree—
ment of the state contained in (a) and (b) of this section, insofar as
it refers to holders of bonds of the authority, in a contract with the
holders, and insofar as it relates to a federal agency, iIn a contract
with a federal agency.

Sec. AA.87.065. EXEMPTION FKOM TAXATION. The real and personal
property of the authority and its assets, income and receipts are de—
clared to be ptoperty of a political subdivision of the state and,
together with the railroad facilities under the jurisdiction of the
authority is exempt from all taxes and special assessments of the state
or a political subdivision of the state. The bonds of the authority
are declared to be issued by a political subdivision of the state for
an essential public and governmental purpose and the bonds, and the
interest on them, the income from them and the transfer of the bonds,

and all assets, and income pledged to pay or secure the payment of the

bonds, or interest on them, are exempt from taxation by or under the
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12

13

14

15

16

17

18

19

20

21

22

23

24

25

20

27

28

25

authority of the state, except for inheritance and estate taxes and
taxes on transfers by or in contemplation of death.

Sec. 44.87.070. BONDS LEGAL [INVESTMENTS FOR FIDUCIARIES. The
bonds of the authority are securities in which all public officers and
bodies of the state and all municipalities, all insurance companies and
associations and other persons carrying on an insurance business, all
banks, bankers, trust companies, savings banks, savings associations,
including savings and loan associations and building and loan associa-
tions, 1investment companies and other persons carrying on a banking
business, all administrators, guardians, executors, trustees and other
fiduciaries, and all other persons who are or who may be authorized to
invest in bonds or other obligations of the state, may properly and
legally invest funds deluding capital in their control or belonging to
them. The bonds of the authority are also securities which may be
deposited with and may te received by all public officers of this state
and all municipalities for any purpose for which the deposit of bonds
or other obligations of the state is or may be authorized.

ARTICLE 4. GENERAL PROVISIONS.
Sec. 44.87.075. DEFINITIONS. In this chapter
(¢)) "authority™ means tVie Alaska Railroad Authority}
(2) "board™ means the board of directors of the authority}
(3 "railroad facilities” includes rights-of-way, trackbed,
engines, cars, freight and passenger terminals, and any other facili—

ties or equipment used for the operation of a railroad.

—/- KB 12
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THE LEGISLATURE OF THE STATE OF ALASKA
« TWELFTH LEGISLATURE

FISCAL NOTE

sitl/resolution 1o, HB 12 (Moss. Rogers, Brown ana Bettisworth)

rite AN Act creating the Alaska "Railroad Authority -
requested OV Representative Moss Date 279781

FISCAL DETAIL

Agency Affected DOT/PF o .

Program Category Affected Commissioner's_Office _
BRU, Program, or Subprogram(s; Affected Transportatlon

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85  .FY 86
100 PERSONAL SERVICES 190.5 293.7
200  TRAVEL 18.0 21.0
300  CONTRACTUAL 218.0 218.0
400  COMMODFTTFS (See Footiote #1)
200 ERUIPMENT 4.0 1.5
000  LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.
TOTAL 4305 5342

FUNDING (Thousands of Dollar?.)
ceneraL Funo (See Footnote #2) 430.5 534.2
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS
FULL TIME 3 5
PART TIME

TEMPORARY

ANALYSIS (See Fiscal Note Preparation Instructions, Section IlI)

ASSUMPTIONS/EXPENDITURE BREAKDOWNS:

A) All cost estimates are in FY 81 dollars.

B) Eﬁpenditures will not commence prior to FY 82. (The Act carries no
effe

ctive dace.)
C) 100 Personal Services FY 82
Position Range Salary ~ Overhead (77%) Total
Executive Director 24 49,200 37,800 87,000
Ef<ecut|ve Secretary 10 18,700 14,400 33,100
Planner V 21 39,800 30,600 70,400
: $190,500
IV. DATE.. 2/19/81 PREPARED BY . Mark S. Hickey
Original: Legislative Finance PHONE 465-2470

cC;

Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80



FISCAL NOTEE HB 12 An Act creating the Alaska Railroad Authority
PACE TWO

100 Personal Services (cont.): FY 83
Position Range Salary  Overhead (77%) Total
Executive Director 24 03,100 40,900 94,000
Executive Secretary 10 20,300 15,600 39,900
Planner V 21 43,200 33,300 16,500
Planner |1 17 32,300 24,988 27,200
Clerk Typist Il 07 17,000 131 30,100
$293,700

These positions reflect the authority noted in the legislation allowing the
(Executﬁ)ve Director to em&o aéBHmXaP staf % as necessary. The stapg rowth

In FY 83 is based on the assumptmn of increased duties followmg organ|zat|onal
structuring In the FY 82 year.)

D) 200 Travel: FY 82

Quarterly meetmg f the board of directors, with an assumption of two
additional officérs elected by the board (average attendance = ):
Round-trip air fare 0 $300 x 6 = $1,800
Two days per diem 0 $67 per day x 6 = $800
Incidental meeting expenses = $100

Total per meeting = $2,700 x 4 meetings = $10,800
Additional travel requirements of board and staff:
12 trips per year 0 $600 air fare and per diem = $7,200

FY 82 Total= $18,000

FY 83 travel budget rgflects a small increase due to additional staff
and greater dutiés: $21,000

E) 300 Contractual: FY 82 and 83
Office Space Rental: 1,000 net square feet @ $18 annual nsf cost = $18,000
Bond counsel and consultant requirements: $200,000  Total: $218,000 per year

(These latter contractual reﬂuwements reflect the authority noted in the

Ieg|s ation and are based on the assumption of reeded expértise to estaplish

gpropnate bondmg authorities and the organizational format of this
public “corporation.)

F) 500, Equjpment: Minor expenditures for the necessary business machines are
?ndmat%dpunder this category y



FISCAL NOTE HB 12 An Act creating the Alaska Railroad Authority
PACE THREE

FOOTNOTES:

act e t|mates are provided ubsequent, fiscal years because of
h?e 3{ In redlchg O’eve‘s o? res%on3|b|F|ty b%yond |n|t|aF
or anlzatlona ?tructﬁlrln of the authorlt |t can be exgecte that
expenditures WI| at least remain equivalent with the FY 83 Tevel, with
Eh necessarsy ¢ustments for mantmn and degendm on fu ure] action
y the Legislature, actual expenditures may he considerably er.

2 The Ie%lslatlon does not ﬁddress a s;t)e(:lflc source of undlng for the
establish é this public corporation r]se uent Z the™f |rst| two
ears o unding are depicted under the Genera c e ory thoug

no fundin |sFownunerteFeera ‘:B? ?teor f‘ P gl

and oPera |0na a33|stance grants availa the Federa Rallroad A mm

|str 0 epartment 0f Trans ortat|on to.aid local rail oPeratlons

OTPF IS currentl the receipient of rail planning funds, which fepresents

the maAor source of funds of DOT/PF's rail s*ud|es However while it is

ag arent that | h|s public. corpora%mn IS [] d, it WI become ”] Bdmm
ator of these funds, it is doubtful that t e State o Alaska Woud e
allowed to use these funds other than for tech n|ca ra| rﬁ)gannm

result, these fungs %re not depicted as a source of funding for ghe contractual
requirements noted above.



REQUEST ‘)" wVTVBBHIfVBBAff7.? 15

. . House Bill #12
Bill/Resolution No.
Title An Act Creating the Alaska Railroad Authority

Requested by Representative P. Moss Date 2/10/81

n. FISCAL DETAIL
Agency Affected Department of Transportation & Public Facilities

Program Category Affected Transportation

BRU, Program, or Subprogram(s) Affected Planning & Programming

(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 80 .FY 81 FY 82 FY 83 FY 85

100 PERSONAL SERVICES
200 TRAVEL

300 CONTRACTUAL

400 COMMODITIES

500 EQUIPMENT
600 LAND & STRUCTURES

700 GRANTS. CLAIMS. ETC..

TOTAL

-FUNDING (Thousands of Dollars)

GENERAL FUND / y S
FEDERAL FUNDS / / / y

OTHER (Specifv Fund Source) . / / X
. . / /
. /

POSITIONS

FULLTIME.
.PART TIME, Z A
TEMPORARY 7 z

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

i
Intent and purpose can be accomplished through existing funding and staff.

Dennis Doole on
IV. DATE 2/13/81 _PREPARED BY Y “Uivy £°T
DOT/PF
ABENCY 465-2470
Original: Legislative Finance PHONE
. cc: Budget.and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79) =



MEMORANDUM January 9, 1981

T0: Lee Gorsuch
FROM: John Gray

SUBJECT: Policy Questions Requiring Examination Prior to a Change in
Institutional Status of the Alaska Railroad

There now exists a fairly high probability that the Alaska Railroad
will undergo some form of change in its institutional framework over the
course of the next two to four years. Thisexpectation 1is based on the
perception by federal decision makers that:

e The Alaska Railroad no longer serves its «-_tinal function (a
frontier development tool) but has become a component in a
more mature transport and economic system;

» The state now possesses the resources to assu-ne responsibility
for the operation and, if necessary, subsidization of the
railroad;

eMid- to long-term traffic prospects suggest that private

capital might find some degree of involvement in the railroad
increasingly attractive; and

| > #
The railroad would be capable of providing more effective
support to both public and private objectives under a revised
organizational and institutional structure.

*

Clearly, the types uf changes which could evolve from the modi—
fication which these perceptions represent could have considerable
influence on both federal and state transport policy and the potential
for utilization of the railroad as a development tool by or in the
state. To understand the bredth of the possible changes it is first
necessary to identify the issues which are critical to the parties
potentially involved and how various scenarios of the railroad"s future
could influence these issues.

The consultant®s report to the Department of Transportation and
Public Facilities on the preliminary phase of the Statewide Rail Systems
Study identified a number of questions requiring consideration prior to
decision making on this issue. These, and a number of others listed
below, include:



The status of rail-related lands both in relationship to ANCSA
convejrances and to the railroad s operational and industrial
development requirements;

The status of public employee unions, existing labor agree—
ments, employee benefits and retirement programs, and employee
protection conditions;

Design of an ownership/operational structure which permits the
railroad to seek investment capital;

Des®"gn of an ownership/operational structure which avoids the
public/private conflicts now inherent in the marketing of the
railroad™s services;

Design of an ownership/operational structure which give
management the flexibility to make entrepreneurial decisions
and to be accountable for the outcomes of these decisions;

A determination of whether passenger service is necessary and,
if so, whether it is a public good which should be subsidized
if the railroad is required to continue its operation;

A determination of whether the railroad represents an appro—
priate mechanism for implementing state development policy
and, if so, under what types of financial, operational,
political, and economic conditions;

A determination of the present and historic financial status
of the railroad particularly as this information relates to

the prospect of attracting private capital, both equity and

debt;

The desirability or usefulness of establishing a state rail
regulatory capability;

The determination of tax status (federal, state, local) of
revenues and for real and operating property after conveyance;

An assessment of traffic potential for the railroad and how an
institutional realignment might affect various traffic pos—
sibilities;

A determination of responsibility and operational mechanisms
for subsidies should operating revenues not be sufficient
to cover operation costs and capital renewal;



0 An analysis of the different possible impacts of various
institutional arrangements on potential rail extensions;

© An analysis of the impact on rail competitors of various
institutional arrangements for the railroad; and

o] Determination of which federal funding programs would or would
not be available under different ownership/operational struc—
tures.

While many of these questions have already been identified none
have undergone any detailed examination. Although there are fifteen
areas of interest identified abcve they seem to group themselves into
several broad categories each of which is somewhat interrelated to
the others.

The first and central of these concerns the ownership, operational,
and political form of any scheme for rail status revision. This form
may place important limitations on the scope of management decision
making flexibility, responsiveness to state policy making and the
ability to operate the railroad in a manner acceptable to the various
potentially interested parties. A variety of options appear to be
available including:

Maintain the status quo. That is, continue to function as a
federal agency.

Reorganize as a federal corporation. In form this might be
somewhat similar to Canadian National Railway.

Reorganize as a state agency. This would give the railroad
somewhat the same status as the Marine Highway System.

Reorganize as a state corporation. Such an operation might

be similar to either the British Columbia Railway, the

Ontario Northland Railway or to any number of small operations
developed in the Eastern and Mideastern U.S. during the past
five years.

0 Reorganize with a combination of state ownership and private
operation. This would give the state ownership of some
combination of the railroad"s real and operating assets
while a private entrepreneur would either enter into a long—
term lease agreement or contract to operate the property in
a manner similar to the arrangement between the Southern
Railway and the city of Cincinnati for operation of several
hundred miles of line owned by that city.

0 Sell the railroad to a private firm who would then function

in a manner similar to comparable operations elsewhere in
the country.



Clearly, these options can differ substantially in the range and
size of their impacts upon the state. They also would provide consid—
erable variation in the amount of investment by the state (although none
of them would necessarily entirely eliminate state involvement). Finally,
the form chosen for the railroad would determine almost entirely the degree
to which rail decision making in the state would be political rather
than commercial.

A second group of the decision questions might be termed insti—
tutional. These include the labor, lands, regulatory, federal relation—
ship and, to some degree, the intermodal competition questions. While
these are related to the structural matters outlined above, they are
grouped separately since they have substantial portions which are
applicable to any of the forms noted above. Their solutions may also
take several forms in any one of the cases noted above. These may also
be among the most difficult questions to answer since they tend to
involve a variety of rather vocal political constituencies.

The final set of areas are those involving finance and traffic.
Clearly, they cannot be separated from the structural matters outlined,
however, much of the content of these questions can be relevant to any
of the potential forms. As such, they may serve as descriptive base—
lines against which to evaluate alternatives. Much of the background
for these areas already exist in two documents:

. "The Preliminary Statewide Rail Systems Study™
. "The Alaska Railroad - Future Freight Markets"
The latter item would require a good deal of updating.

The principal area which is lacking is a solid understanding of the
railroad®s financial structure. I would suspect that much of the account—
ing data which one might need to compare the ARR operations with those
of other carriers will not exist since the railroad has been required to
maintain its books on the basis of federal government accounting practices
rather than industrial practices. Additionally, valuing existing capital
assets could be very difficult because of the railroad"s federal status.
However, it will be necessary to perform such an evaluation, particularly
if private capital is to be brought into the concept.

I would suggest that the following study procedure would pro—
duce most quickly results of value to decision makers. It is based on
the premise that the central element in the analysis is the structural
ownership/operational form that would result from the decision making.
The first step would appear to be the careful and complete definition of
each of the potential structural forms including any subtypes. These
definitions whould then be compared to eaeh-of-the- firf-teen-quations-
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each of the fifteen questions raised earlier. To as great.an extent as
possible, these relationships should be quantified, however, this is
clearly not possible in all of the areas. In some cases qualitative
assessment will be necessary v?ith, if possible, some thought given to

a (relatively) subjective weighting of alternatives. As mentioned,

many of the institutional matters may require considerations outside a
specific structural form and should thus be evaluated and defined in the
same manner as the forms with the results then used to judge the inter—
action of institutional alternatives with structural forms.

For strict decision making purposes, it is not usually of great
value to have large volumes of detailed quantitative information.
Therefore, 1 believe that the final product should be in the form of a
matrix with the structural forms on one axis and decision questions
(or sub-questions) on the second axis. The contents of each matrix
location would be a weighting factor which would compare the quality
of the forms in addressing the question. It would probably not be
appropriate to suggest a best solution (although it would be possible
to do so) rather, it would be more useful to indicate a best course
of action in regards to each question. The text would be both a
qualitative and quantitative analysis which would support the entries
in the matrix.

Finally, 1 would emphasize that any work in this area should be
coordinated with the continuing DOTPF rail planning program. This
information and contacts available through their office are much more
extensive than we could possibly develop within a reasonable timeframe.
Further, individuals in that office have been involved in various
aspects of this work for almost six months and have begun to develop a
good deal knowledge in the field. They would also probably be involved
in any plan of execution that in any way concerned an expenditure of
state funds for the capital or operating acquisition or subsidies and
would, 1in any case, be a part of intermodal planning efforts related
to the railroad.



