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State Ownership A lte rna t ive

Ownership o f  the Alaska Railroad by the State o f A laska is  the 
second major a lt e rn a t iv e .  I t  would be poss ib le  f o r  the State to own 
and operate the R a i lro ad . However, several facto rs  seem to favor 
on ly  State ownership and not State ope ra t ion , i f  th is  a l te rn a t iv e  is  
se lected . Current ly , there is  no in te re s t  in  state  r a i l r o a d  opera­
t io n s . The State does not presently  have the experience , knowledge, 
or personnel requ ired to operate the R a i lro ad . In  a d d it io n ,  most o f  
the basic reasons why the Ra ilroad cannot be operated under federa l 
j u r is d ic t io n  as one would operate a p r iva te  r a i l r o a d  app ly  e q u a l ly  
to State operat ions . There would a lso be a tendancy fo r  p o l i t i c a l  
involvement in  operationa l dec is ions . For these reasons, the con­
su ltants fo r  th is  p ro ject do not consider operat ion  by the State to 
be a v ia b le  or reasonable a l te rn a t iv e .  The d iscuss ion o f  th is  a lte rn a­
t iv e  i s ,  the re fo re , confined to State ownership.

The State o f  Alaska could take t i t l e  to the Alaska R a i lro a d . Be­
fore making such a conmitment, however, i t  w i l l  be essent ia l tha t le ga l 
counsel fo r  the State c a re fu l ly  examine the matter and determine the 

A  necessary procedures, c ond it ions , and process fo r  a c q u is it io n .  Un-
^  doubtedly there w i l l  be many le ga l questions . One such question is

the land issue , s p e c i f ic a l ly  re la ted  to the q u a l i t y  o f  the t i t l e  in  
l i g h t  o f  the Alaska Native Claims Settlement Act o f  1971. For example, 
the Eklutna land dec is ion c le a r ly  reserve the r ight-of-way and a l l  
areas used fo r  r a i l r o a d  operat ions . This dec is ion  trans fe rred  some $40 
m i l l i o n  or more in  potentia l p ro f it s  from land to Eklutna from the R a i l­
road, thereby a f fe c t in g  the d e s i r a b i l i t y  o f the property .

An a lte rn a t iv e  to d ire c t  purchase by the State could be the se lec­
t ion  o f the Ra i lroad 's  land as a part o f  the w ithdrawal by the State 
o f  federal land under the Alaska Statehood Act o f  1958. I t  appears 
that a c qu is it io n  through se lect ion  by the State is  a v ia b le  a lte rn a t iv e  
i f  the State determines that acqu ir ing  the Alaska Ra ilroad is  in  i t s  
best in te re s t .

State ownership o f  ' •a i lroad  rights-of-way has become much more 
common in  the la s t  few years , p a r t ic u la r ly  by states which have faced 
the loss o f r a i l  service due to r a i l r o a d  bankruptcy. Wh ile  state owner­
sh ip in te re s t  started in  the Northeastern United States because o f 
massive bankruptcies and abandonments, states in  the Midwest and other 
regions have more recently been faced w ith  s im i l a r  oroblems due p r im a r i ly  
to the Milwaukee and Rock Is land  problems.
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The ch ie f  advantage to Alaska o f  state ownership is  the control 
o f  the Ra ilroad and the more e f fec t iv e  in te g ra t io n  o f  r a i l r o a d s  as a 
s ig n i f ic a n t  component o f  the State 's  tota l t ransporta t ion  system. With 
state ownership, Alaska could not on ly  plan fo r  the in te g ra t io n  o f  i t s  
transportat ion  system among the p o r t , highway, barge and Marine Highway 
system, but more im po rtan t ly , the State could more e a s i ly  implement i t s  
transportat ion p la n s . As p rev ious ly  pointed ou t , p ub l ic  r e s p o n s ib i l i t ie s  
and state in te re s t  a lready extends to the other transpo rta t ion  modes so 
essentia l i.o the fu tu re  o f  the Alaska R a i lro ad . State ownership would 
provide the Governor, the L e g is la tu re , the Department o f  Transportation 
and Public F a c i l i t i e s ,  and other state agency decision-makers w ith  
the opportun ity to a c tu a l ly  make and carry out major s ig n i f ic a n t  c ap ita l 
investment dec is ions between transportat ion modes. This decision-making 
and f u l l  implementation r e s p o n s ib i l i t y  r e la t iv e  to transpo rta t ion  could 
be e f fe c t iv e ly  used to re in fo rce  state p o l ic ie s  on land  and natura l 
resource protection and development. In  th is  manner the State could 
assure loca l r a i l  serv ice to those areas where i t  is  usefu l to st imu late  
a g r ic u l t u r a l ,  commercial, i n d u s t r ia l ,  and resource development.

An operationa l agreement could be negotiated w ith  a s u it a b le  r a i l ­
road operator w ith the necessary condit ions thereby assur ing  r a i l  users 
w ith  the leve l and q u a l i t y  o f  serv ice the State wants and is  w i l l i n g ,  
to f inance .

I t  is  c le a r  from exam in iat ion o f  the f in a n c ia l  records o f  the R a i l­
road that cap ita l and operat ing losses have occurred from time to time 
in  the past. The data a lso  reveals the l ik e l ih o o d  o f  a d d it io n a l losses . 
There is  evidence tha t revenue from the f re ig h t  operations have been 
necessarily  used to subsid ized the passenger operat ions . I f  the State 
assumes the ownership and operationa l r e s p o n s ib i l i t y  fo r  the Alaska 
R a i lro ad , Alaska must be prepared to cover any fu ture  c ap ita l and 
operating losses .

This approach would a lso s im p l i fy  the re la t io n s h ip  between the State 
and the federal government. The State is  q u a l i f ie d  to receive federal 
f in a n c ia l  assistance under the 803 program o f the Ra ilroad  R e v ita l iz a ­
t ion  and Regulatory Reform Act (4R Act) o f 1976 as amended unless the 
Ra ilroad has increased t r a f f i c  o f a magnitude that prevents i t  from 
being considered a low dens ity l i n e .  The State re ta ins  the option o f 
p a r t ic ip a t io n  in  the 803 program as long as i t  is  e l i g i b l e .  Alaska 
should c a re fu l ly  evaluate the d i f f i c u l t i e s ,  time, cost, and federal 
involvement in  cons ider ing p a r t ic ip a t io n  in  th is  Federal Ra ilroad 
Adm in istrat ion program. State p a r t ic ip a t io n  in  the 803 program requires



fo l low in g  FRA gu ide l ines  and ob ta in ing  plan and p ro jec t  app rova ls .
I t  should be noted that th is  FRA program was designed to a s s is t  r a i l ­
roads, through the states , which were fac ing  l in e  abandonments o f  
uneconomic and marginal branch l in e s  and not to accommodate system 
growth. I f  f u l l  advantage is  to be \aken by Alaska o f  i t s  opportun it ies  
fo r  economic, a g r ic u l t u r a l ,  and resource development, r a i l  serv ice to 
areas not presently  served remains an important cons ide rat ion  by the 
State .

I t  should be noted that there are federa l funds a v a i la b le  fo r  
branch l in e  fund in g , redeemable preference shares , loans and other pro­
grams. A trans fe r  o f  ownership from the federal government to the 
State does not im pa ir  funding e l i g i b i l i t y .  Arrangements would a lso  be 
necessary fo r  federal assistance through le g is la t io n  r e la t iv e  to employee 
bene fits  f o r  the current federa l employees o f  the R a i lro ad .

P r ivate Ownership and Operation A lte rna t ive

Several years ago, the Federal Ra ilroad Adm in is trat ion  expressed 
some in te re s t  in  the trans fe r o f  the Alaska Ra ilroad from fede ra l owner­
sh ip  and operation to the p r iva te  sector. At that time the State d id  
not have a Department o f Transportation and Public  F a c i l i t i e s ,  the 
f in a n c ia l  resources, or serious in te re s t  in  State ownership . Expression 
o f  in te re s t  by ra i lro ad s  in  the continenta l states were sought. Some 
p r iv a te  companies d id  express an in te re s t  in  the poss ib le  a c q u is it io n  
o f  the Railroad.-

Those p r iv a te  companies that were most serious c a r e fu l ly  evaluated 
the t r a f f i c  (e x is t in g  and p o te n t ia l ) ,  the cost o f a c q u is it io n  and 
opera t ion , and the return on investment. Based upon th e ir  ana lyses , 
they decided that the return on th e ir  investment was in s u f f ic ie n t  to 
warrant the f in a n c ia l  commitment.

Changes in  the t r a f f ic  base o f the Alaska Ra ilroad  such as major 
coal export or mineral extract ion  and shipment could s ig n i f ic a n t ly  
change the economics o f the R a i lro ad . Such changes would make the 
Ra ilroad more a t t rac t ive  to p r iva te  investors .

This a lte rn a t iv e  must be viewed, however, from the State 's  per­
spective and not necessarily  from the p r iva te  ente rp r ise  v iew . There
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are sound arguments as to why the p r iv a te  sector should be encouraged 
to own and operate the R a ilro ad . O bviously , the p r iv a te  sector is  much 
more experienced and knowledgeable in  r a ilr o a d  ownership and ope ra tions . 
This p r iv a te  approach could p o te n t ia lly  expand the p u b lic  tax base 
w h ile  m in im iz in g  the necessity fo r  governmental employment inc reases . 
P rivate  companies have more f l e x i b i l i t y  than p u b lic  agencies in  the 
management o f a business e n te rp r is e . In  a d d it io n , dec is ions can be 
made more ra p id ly  in  the p r iv a te  sector than in  government.

I f  the R a ilroad  were p r iv a te ly  owned and operated , the ro le  o f the 
State o f  Alaska changes. The State could become the re g u la to r  and not 
the implementor. I t  w i l l  be more d i f f ic u l t  to assure the in te g ra t io n  
o f the ra ilr o a d  w ith  other transpo rta tion  modes. R a ilroad  expansion 
w i l l  be based upon a more s t r ic t  test o f  return  on investment, p r o f i t ,  
and economic cons ide ra tions .

The trade-o ff associated w ith  th is  a lte rn a t iv e  seems to be p r iv a te  
investment c a p it a l ,  know-how, experience , and a b i l i t y  to r a p id ly  re­
spond to changing markets and development in  exchange fo r  State o r federa l 
c o n tro l, im plem entation , p u b lic  r a i l  s e rv ic e , p o lic y  re in forcem ent, 
p ub lic  funds , and transpo rta tion  system in te g ra t io n .

Public and P rivate  Combination A lte rna tive

1

The fou rth  a lte rn a t iv e  fo r  the ownership and operation  o f the Alaska 
Ra ilroad invo lves a combination o f p u b lic  and p r iv a te  in te re s ts . Many 
poss ib le  v a r ia t io n s  o f  th is  a lte rn a t iv e  appear v ia b le  depending upon 
the re la t iv e  ro le s , n e go t ia t io n s , compromises, and de c is io n s . Since 
the a lte rn a t iv e  v a r ia t io n s  are almost end less , i t  seems app rop ria te  to 
o u t lin e  one approach that i l lu s t r a te s  the p o s s ib i l i t ie s  and serves as
a po in t o f departure fo r  d iscussion purposes.

For purposes o f d iscuss ion , i t  is  assumed th a t the p u b lic  would
own the land and f a c i l i t i e s .  The motive power, r o l l in g  stock , and
equipment could be owned e ith e r p r iv a te ly  o r by the p u b lic . Opera­
t io na l re s p o n s ib i l it ie s  are assumed to be by the p r iv a te  sector.

One approach w ith in  these parameters would be to have a Board 
o f D irectors appointed by the Governor (perhaps fo r  staggered terms 
and confinned by the Senate or n o t) . The Board would be made up o f
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businessmen and people knowledgeable about r a ilr o a d s . They could be 
pa id  a reasonable stipend fo r  serv ing and would be g iven  th is  to ta l 
r e s p o n s ib i l it y  fo r  ove rs igh t o f  the property and the a d m in is tra t io n  
o f  the contract w ith  the p r iv a te  operator. An example o f  t h is  type 
o f approach is  the USRA Board created by federa l le g is la t io n .  .

Consideration would have to be g iven to the to ta l number o f  Board 
members. The r e s p o n s ib i l it ie s , a u th o r ity , power and d u t ie s  o f  the Board 
to rs . The r e s p o n s ib i l it ie s , a u th o r ity , power and du tie s  o f  the Board 
would have to be c a re fu lly  determined and a r t ic u la te d . I f  such a Board 
is  c rea ted , i t  seems app rop ria te  to de lineate  it s  access to both p ub lic  
and p r iv a te  funds . C re a t iv ity  and innovation w i l l  be requ ired  in  the 
establishm ent o f  such an e n t it y . Among the issues re q u ir in g  a tte n t io n  
are the fo l lo w in g : (1 ) operator in cen tive s , (2 ) source o f  funds i f
subsidy is  re q u ire d , (3 ) f r e ig h t  and passenger serv ice  le v e ls  and re­
s p o n s ib i l i t ie s , (4) la b o r p ro v is io n s , (5) maintenance r e s p o n s ib i l it ie s  
and fu n d in g , (6 ) r e s p o n s ib i l it y  fo r l i a b i l i t y ,  (7) natu ra l d is a s te r  
recovery, (8 ) equipment and f a c i l i t y  a c q u is it io n  and d is p o s it io n , (9) 
in d u s t r ia l development and property management r e s p o n s ib i l i t ie s ,  (10) 
a ccoun tab ility  (to  whom and when) and (11) in s t it u t io n a l re la t io n s h ip s  
w ith  marine owners and operato rs . This l i s t  is  i l l u s t r a t iv e  and not 
e xc lu s ive .

The advantages o f  p u b lic  ownership o f the land and improvements 
are numerous. The problem o f land ownership d isputes would be m in i­
m ized. There would be no problem o f recovery of fede ra l o r s ta te  
funds expended on l in e s  which were d iscontinued before the e x p ira t io n  
o f t h e ir  usefu l l i f e .  Pub lic  powers could be used, i f  necessary, 
fo r expansion o f the ra ilr o a d  system. The R a ilroad  could more e ffec­
t iv e ly  be in tegrated  in to  the S tate 's to ta l transpo rta t io n  system, 
system.

P rivate operations w ith  incentives fo r exce llence a ls o  has advan­
tages . I t  enables the r a ilr o a d  operations to be c a rr ie d  out by people 
w ith  re levant experience , t r a in in g , and c a p a b i l it y . M arketing could be 
conducted in  the way i t  is  carried  out w ith in  the p r iv a te  se c to r . R a il 
service requirements could be incorporated in to  the o pe ra t io n a l agree­
ment and the users and p ub lic  could be assured tha t se rv ice  is  at a 
proper le ve l by enforcement o f  the requirements. A reasonable p r o f it  
le ve l needs to be ach ievab le by the operator.

The p u b lic  and p r iva te  combination appears to be one v ia b le  a lte rn a ­
t iv e  fo r the Alaska R a ilro ad .
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1 u n f i t s  a n d  r e t i r e m e n t  p r o g r a m s ,  a n d  e m p l o y s  

: o ne :

D e s i g n  o f  a n  o w n s  

r a i l r o a d  t o  s e e k

l s h i p / o p e r a t i o n a l  s t r u c t u r e  w h i c h  p e r m i t s  t h n  

n v a a t m a n t  c a p i t a l ;

D e s i g n  o f  a n  o w n #’ 

p u b l i c / p r i v a t e  cojf, 

r a i l r o a d ' s  srrvic*

IDmjign o f  a n  o v n a  

m « n t  t h e  f l e x l b i l  

b*a a c c o u n t a b l e  f o r

s h i p / o p e r a t i o n a l  s t r u c t u r e  w h i c h  a v o i d s  t h e  

l i c t a  n o w  i n h e r e n t  i n  t h e  m a r k e t i n g  o f  t h e

] s h i p / o p e r a t i o n a l  s t r u c t u r e  w h i c h  g i v e  m a n a g e -  

t y  t o  m a k e  e n t r e p r e n e u r i a l  d e c i s i o n s  a n d  t o  

t h u  o u t c o m e s  o f  t h e s e  d e c i s i o n * ;

A  d e t e r m i n a t i o n  o: w h e t h e r  p a s s e n g e r  s e r v i c e  i s  n e c e s s a r y  a m  

I f  so, w h e t h e r  I t  I l a  r e q u i r e d  to c o n t i n u e  i ts o p e r a t i o n ;

A  d e t e r m i n a t i o n  o f  w h e t h e r  the. r a i l r o a d  r e p r e s e n t s  a n  a p p r o­

p r i a t e  m e c h a n i s m  f o r  i m p l e m e n t i n g  s t a t e  d e v e l o p m e n t  p o l i c y

a n d ,  i f  a o ,  u n d o r

p o l i t i c a l ,  a n d  e c o n o m i c  c o n d i t i o n s ;

A  d e t e r m i n a t i o n  o  

o f  t h e  r a i l r o a d  

t h e  p r o s p e c t  o f  a  

d e b t ;  ~

tb/s p r e s e n t  a n d  h i s t o r i c  f i n a n c i a l  s t a t u *  
r t i c u l n r l y  a s  t h i s  I n f o r m a t i o n  r e l a t e s  t o  

1 t r a c t l a g  p r i v a t e  c a p i t a l , b o t h  e q u i t y  a n d
pi.

o rT h #  d e o l r a b l l i t y  

r4v/5 u ! a t o r y  c a p a b l

T & e  d e t e r m i n n t l o n  

r e v c n u e n  a n d  f o r

A n  asfliBesmtmc o f  

I n s t i t u t i o n a l  x> 
a i b l l l t l e a ;

A  d e t e r m i n a t i o n  O

w h a t  t y p e s  o f  f i n a n c i a l ,  o p e r a t i o n a l .

uftefulneoo o f  e s t a b l i s h i n g  a  s t a t e  r o l l  

ity;

o f  tjur o t o t u n  (fed e r a l ,  s t a t e ,  l o c a l )  o f  

^ e s l  a n d  o p e r a t i n g  p r o p e r t y  a f t e r  c o n v e y a n c e ;

I r a f f l e  p o t e n t i a l  f o r  t h e  r a i l r o a d  a n d  W r  

l g n a e n t  m i g h t  a f f e c t  v a r i o u s  t r a f f i c  p o s -

r e s p o n s l b i l l t y  a n d  o p e r a t i o n a l  m e c h a n i s m s  

f o r  a u b o l d l e a  s h o u l d  o p a r a t i n g  r e v e n u e s  n o t  b o  s u f f i c i e n t  t o  

c o v e r  o p e r a t i o n  c o s t s  a n d  c a p i t a l  r e n e w a l ;
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T h e  b i l l  l a  I t #  p r e s e n t  

s o y  f u t u r e  r a i l  a c t i v i t y  l a  

o p e r a t i o n a l  f o r m a  "which m a y  

a t  l e a s t  s i x  w a j o r  aJLterneti 

a n y  e x t e n s i o n s  o t  o t h e r  e c q i l  

N o n e  o f  t h e s e  Is. c l e a r l y  s up 

T h e y  e r a  a s  f o l l o w s :O

R e o r g a n i s e  a s  a  fi 

aotasvhat s i m i l a r

forex h a s  s e l e c t e d  a  m e s n e  f o r  o r g a n i s i n g  

t h e  s t a t e  w i t h o u t  I n v e s t i g a t i n g  a l t e r n a t i v e  

b e  m u c h  m o r e  a t t r a c t i v e  o p t i o n s .  T h e r e  a r e  

v e  w a y s  i n  w h i c h  the. A l a s k a  R a i l r o a d  ( a n d  

s l c l o n s )  m a y  h e  o r g a n i s e d  l a  t h e  f u t u r e ,  

a r i o r  t o  m a y  o f  d i e  o t h e r s  a t  t h i s  t h u .

H o  i n  t a i n  t h e  stattjs q u o .  T h a t  is, c o n t i n u e  t o  f u n c t i o n  m m  a  

f e d e r a l  a g e n c y .

R e o r g a n i s e  a s  a  at 

s o m e w h a t  t h e  s o m e

R e o r g a n i z e  n® m  st 

s i m i l a r  t o  e i t h e r  

N o r t h l a n d  H a l l w a y ,  

d e v e l o p e d  I n  t h e  

f i v e  y e a r s .

a t e  a g e n c y .  T h i s  w o u l d  g i v e  t h e  r a i l r o a d  

s t a t u e  a s  t h e  M a r i n e  H i g h w a y  S y s t e m .

a t e  c o r p o r a t i o n .  S u c h  a n  o p e r a t i o n  m i g h t  b e  

t h e  B r i t i s h  C o l u m b i a  R a i l w a y ,  t h e  O n t a r i o  

o r  t o  a n y  n u m b e r  o f  s m a l l  o p e r a t i o n s  

cfaatern a n d  m i d - w e s t e r n  U . S .  d u r i n g  t h e  p e a t

R e o r g a n i z e  w i t h  a  

o p e r a t i o n .  T h i s  v 

c o m b i n a t i o n  o f  the 

m  p r i v a t e  s n t r e p r c  

l e a s e  a g r e e m e n t  ax 

m a n n e r  s i m i l a r  t o  

a n d  t h e  c i t y  o f  C: 

m i l e s  o f  l i n e  c r w w

S u l l  t h e  r a i l r o a d  

a  m a n n e r  s i m i l a r  i 

c o u n t r y .

c o m b i n a t i o n  o f  s c a t s  o w n e r s h i p  a n d  p r i v a t e  

o u l d  g l v s  t h e  s t a t s  o w n e r s h i p  o f  s o m a  

r a i l r o a d *  s r e a l  a n d  o p e r a t i n g  a s s e t s  w h i l e  

n c u r  w o u l d  e i t h e r  e n t e z  I n t o  m  l o n g - t e r m  

c o n t r a c t  to o p e r a t e  t h e  p r o p e r t y  I n  a  

t h e  a r r a n g e m e n t  b e t w s o n  t h e  S o u t h e r n  r a i l w a y  

l n c l n n a t l  f o r  o p e r a t i o n  o f  sefweral h u n d r e d  

d b y  t h a t  city.

t o  e  p r i v a t e  f i r m  W h o  w o u l d  t h e n  f u n c t i o n  I n  

o  c o m p a r a b l e  o p e r a t i o n s  e l s e w h e r e  l a  t h e

C l e a r l y ,  t h e o a  o p t i o n s  

s i z e  o f  t h e i r  I m p a c t s  u p o n  

c r a b l e  v a r i a t i o n  I n  t h e  s a w  

n o n e  o f  t h e m  w o u l d  e n t i r e l y  
o r g a n i z a t i o n a l  f o r m  w h i c h  «rv 

d e g r e e  t o  w h i c h  r e i l  d e c l a i c  

r a t h e r  t h a n  coramozciel. T h r  

n s c c s a s r y  o r  i n  t b s  ittau'fl 

o p t i o n s .

d e r a l  c o r p o r a t i o n .  I n  f o r *  t b i a  m i g h t  b e  

C a n a d i a n  N a t i o n a l  H a l l w a y .t o

c a n  d i f f e r  s u b s t a n t i a l l y  i n  t h e  r a n g e  a n d  

b e  s t a t e .  T b o y  a l s o  w o u l d  p r o v i d e  c o n o i d —  

U n t  o f  s t a t e  I n v e s t m e n t  r e q u i r e d  a l t h o u g h  

e l i m i n a t e  s t a t e  I n v o l v e m e n t .  F i n a l l y ,  t h e  

o l v e s  w i l l  d e t e r m i n e  a l m o s t  e n t i r e l y  t h e  

n  m a t i n g  in t h e  s t a t s  w i l l  b e  p o l i t i c a l  

i m p o r t a n t  p o i n t  I s  t h a t  i t  i s  n o t  y e t  

b a s t  I n t e r e s t  t o  f o r e c l o s e  o n  a n y  o f  t h e s e

'•■'J '■» J *  v-
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A n  ana. ' a l s  O.' tbit

I n s t i t u t i o n a l  arr.

d i f f e r e n t  p o s s i b l e  l a p a c t t  o f  n r i o u a  

imjltBeDtt o n  p o t n c U l  r a i l  « s c < n i l « a a ;

A n  a n a l y s i s  o f  tb<: 

I n s l t u t i o a a l  arras s;

D e t e r m i n a t i o n  o f  

n o t  b e  a v a i l a b l e  

C u r a s .

M a n y  o f  t b e a s  a z a  n o t  « d d r «  > 

o f  i n f o r m a t i o n  o n  roost o f  t  

chi*. t i m e .

are: i»

i m p a c t  o n  r o l l  competitor.*. o f  v a r i o u s  

geaurot* f o r  t b e  r a i l r o a d ;  a n d

i h i c h  f e d e r a l  f u n d i n g  p r o g r a m *  w o u l d  o r  w o u l d  

tender d i f f e r e n t  o w n e r s h i p / o p e r a t i o n a l  a  t r u e —

■od i n  t h e  p r t m e a t  b i l l  a n d  g i v e n  t h e  l a c k  

a r e a * ,  I t  w o u l d  b e  i m p o s s i b l e  t o  d o  s o  a th e

I n  a d d i t i o n  t o  t h e  

t h a t  anty f u t u r e  r a i l  a c t l v i  

f e d e r a l  l e g i s l a t i o n  w h i c h  t 

t h e  s t a t e .  G i v e n  t h i s  r e e l . 

d i r e c t i o n  t h a t  c o u l d  b e  t a  

« n  o r g a n i z a t i o n  w h i c h  c a n  n  

p a r t i c i p a t e  I n  t h e  s h a p i n g  

t h e  (State's o p t i o n s  i n  t h i s  

p r e p a r i n g  s u i t a b l e  l c g t o l s t  

f u t u r e  a c a t e  p a r t i c i p a t i o n  

m a t t e r * .  1  w o u l d  s u g g e s t  

p r e s e n t  s t a t e  a g e n c i e s  d u o  

a o s a r i l j  o p e n  m a n y  o f  t h e i r  

D e p a r t m e n t s  o f  T r a n s p o r t a t l  

D a t u r a l  R e s o u r c e s ,  C o m o u n l t ]  

l a b o r  a l l  h a v e  c o n c e r n s  witl 

i n v o l v e d  i n  r a i l  t r a n s f e r  q  

b e t t o r  a b l e  to c o o r d i n a t e  tl 

p r o g r a m s .  T h e  roost i m p o r t  s i . 

r a  ti pi a i m i n g  w o r k  p r e s e n t l y  

p ot c a t i o n .

c a n t l o u e d  a b o v e  I t  l e  I m p o r t a n t  t o  r e n u m b e r  

1 y  i n  t h e  e t a t e  w i l l  b e  l a r g e l y  s h a p e d  b y  t h e  

i a n s f e r a  c o n t r o l  o f  t h e  A l a s k a  f t a l l x o a d  t o  

ty„ I  w o u l d  s u g g e s t  t h a t  t h e  roost I m p o r t a n t  

a t  t h i s  p o i n t  i n  t i m e  w o u l d  b e  t o  e a t a b l i e h  

^ g o t l s t e  t r a n s f e r e n c e  o f  t h e  r a l l n o s d ,  c a n  

t h e  f e d e r a l  l e g i s l a t i o n ,  c a n  I n v e s t i g a t e  

m a t t e r ,  s o d  c a n  a s s i s t  t h e  l e g i s l a t u r e  lx» 

o n  t o  a d d r e s s  t h e  o r g a n i z a t i o n a l  f o n t  o f  

w e l l  a s  o t h e r  i n s t i t u t i o n a l  a n d  p o l i c y  

a t  t h i s  o r g a n i s a t i o n  b e  s e t  a p a r t  f r o m  

t h e  f e e t  t h a t  i t s  c o n c e r n s  w o u l d  n c c —  

i n d i v i d u a l  i n t e r e s t s .  F o r  o u a n p l * :  t h e  

Oonroerce e n d  E c o n o m i c  D e v e l o p m e n t ,  

e n d  R e g i o n a l  A f f a i r * ,  A t t o r n e y  G e n e r a l  e n d  

I n  t h e i r  j u r i s d i c t i o n s  w h i c h  w o u l d  a l s o  b e  

i)estlon8. A n  i n d e p e n d e n t  g r o u p  w o u l d  b e  

e s e  c o n c e r n *  w h i l e  s t i l l  u t i l i z i n g  e x i s t i n g  

t o f  t h a n e  e x i s t i n g  p r o g r a m s  I s  t h e  

b e i n g  d o n e  w i t h i n  t h e  D e p a r t m e n t  o f  T r a n s ­

it u

< f

*

tl

\ o

.Host i m p o r t a n t l y ,  b y  t 

a l l  o f  i c e  o p t i o n s .  W h i l e  

m a t t e r ,  i t  i s  n o t  y e t  a p p r o  

a n d  f i n a l  c o u r s e  o f  a c t i o n ,  

t i m e  w h e n  t h e r e  i s  irvmiff I c  

i n  t h e  c o r r e c t  d i r e c t i o n  an< 

u n c l e a r .  I n  v i e w  o f  t h i s  1 

a d o p t  a  c o u r s e  o f  a c t i o n  w &  

s h a p i n g  f u t u r e  r a i l  m a t t e r s  
o p e r a t i o n ,  e x p a n s i o n ,  a n d  X 

u n t i l  t h e  n e c e s s a r y  informal

i k i n g  c b l e  a p p r o a c h ,  t b e  s t a t e  w o u l d  p r e s e r v e  

c l a  c l e a r l y  t i m e  t o  t a k e  a c t i o n  o a  t h l e  

R e l a t e  to c o m m i t  t h e  s t a t e  t o  m  p a r t i c u l a r  

H o u s e  B i l l  1 2  m a k e s  t h i s  conumltroent a t  a  

a n t  . I n f o r m a t i o n  t o  d e t e r m i n e  w h e t h e r  i t  i s  

a t  a  t i m e  w h a n  t h e  f e d e r a l  c o n s i d e r a t i o n  l a  

v o u l d  u r g e  the m e m b e r s  o f  t h e  l e g i s l a t u r e  t o  

c h  p e r m i t s  t h e  e t a t e  t o  p l e y  a  m a j o r  r o l e  i n  
w h i l e  p o s t p o n i n g  t h e  d e t a i l s  o f  r a i l  

(fgulacitra u n t i l  a n  a p p r o p r i a t e  t i m e  a n d  
I o n  h a s  b e e n  a s s e m b l e d .
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T b *  t r a n s f e r  o f  t h *  A l l s k .  R a i l r o a d  to s c a t *  c o n t r o l  r « p r o * * n t *  *  

m a j o r  c h a n g *  I n  t b *  tran*po: c s y s t e m  a n d  I t s  I n s t i t u t i o n s .  U n d o u b t e d l y  

t h e  m o s t  i m p o r t a n t  c h a n g e  a: n e e  s t a t e h o o d  p l i c e d  t h e  h i g h w a y  c a d  a i r p o r t  

s y s t e m  w i t h i n  s t a t e  j u r i s d i t  t i o n .  I t  l a  i m p o r t a n t  t h a t  t h i a  c h a n g e ^  

p r o c e e d  i n  a n  o r d e r l y  manna] w i t h  c l e a r  u n d e r s t a n d i n g  o f  t h e  o p p o r t u n l -  

. .***? l i a b i l i t i e s  o f  var: o u *  c o u r s e s  o f  a c t i o n .  I  h o p s  t h e s e  c o m a e a t a
u n d e r s t a n d i n g .

S i n c e r e l y ,

h a v e  h e l p e d  t o  f u r c h y t  t h le

a n d  e x p a n d  t h e  A l  

p o w e r ,  b e c o m e s  a n

4ts1c* R a i l r o a d  a n d ,  t h r o u g h  I t s  r a t e  n e t t i n g  

e c o n o m i c  r e g u l a t i o n  b o d y ;

I t  i a  p r e m a t u r e  

f o r  d e a l i n g  w i t h  

t h e  s t a t e  i n  t «

l|t t h a t  i t  f o r e c l o s e s  o n  a  n u m b e r  o f  o p t i o n *  

:Ue r a l l r o o d  w h i c h  m a y  b e  m o r e  a t t r a c t i v e  f o r  

r m p  o f  l o n g - t e r m  o p e r a t i o n a l  c o n s i d e r a t i o n s ;

I t  d o e s  n o t  a d d r e p  

t r a n s f e r  w h i c h c *  l

E a c h  o f  t h e s e  p o i n t s  d c s c r v

I n  e s t a b l i s h i n g  a n  n u t  

o p e r a t e ,  e x p a n d ,  a n d  r e g u l a

d e a l g o i n g  t h e  o r g a n i z a t i o n  
a d v a n t a g e  o f  t h e  .state. It 

b y  I s g l s l a t i v a  m a n d a t e .  U  

o p e r a t e  t h a  r a i l r o o d  i n  the 

b y  t h e  b o n d i n g  p r o v i s i o n s  c

J o h n  T. C r a y  

A s s i s t a n t  P r o f e s s o r  o f  

T r a n s p o r t a t i o n

s m a n y  o f  t h e  p r o b l e m s  o f  r h a  r a i l r o a d  

b e  d e a l t  w i t h  o n l y  o n  a  l e g i s l a t i v e  b a s i s .

a a  b i t  m o r s  d e t a i l e d  c o m m e n t .

a o rity w i t h  t h e  r a t h e r  b r o a d  p o w e r  t o  a c q u i r e ,  

re r a i l r o a d  o p e r a t i o n s  I n  t h e  s t a t e  t h a  b i l l  

c o m b i n e s  w i t h i n  a  s i n g l e  e n t i t y  r e s p o n o i b i l l t l e a  w h i c h  w i l l  p r o b a b l y  h e  

i n  c o n f l i c t .  A c q u i s i t i o n  o f the. p r e s e n t  r a i l r o a d  i s  a  f u n c t i o n  w h i c h  

require** b o t h  a  g o o d  d e a l  o E  p l a n n i n g  a n d  a  s e n s i t i v i t y  t o  t h a  l o n g - t e r m  

e c o n o m i c  a n d  p o l i t i c a l  g o a l s  w h i c h  m a y  b «  h e l d  f o r  t h e  r a i l r o a d .  T h *  

b o d y  w h i c h  p l a n *  a n d  n e g o t i a t e s  t b i *  t r a n s f e r  s h o u l d  a t  t h e  « a o m  t i m e  b e
w h i c h  w i l l  o p s r a t a  t h e  r a i l r o a d  t o  t h e  b e a t  

c a n n o t  d o  t h i s  i f  i t s  f o r m  1 *  a l r e a d y  s e c  
k e u i a e ,  a n  o r g a n i z a t i o n  w h i c h  i s  r e q u i r e d  t o  

m u r m u r  o f  3 p r i v a t e  b u s i n e s s  (a* 1 *  i m p l i e d  

f  t h e  b i l l )  w i l l  i n e v i t a b l y  f i n d  I t s e l f  i n  

c o n f l i c t  w i t h  t h e  p o l i t i c o }  p o l i c y  a s p e c t s  o f  b o t h  i c *  o w n  o p e r a t i o n a l  

a n d  r e g u l a t o r y  m a n d a t e s  an* w i t h  t h e  p o l i t i c a l  c o n t r o l  i m p l i e d  b y  t h e  

b o a T C  m c m b o t H h i p .  A l l  o f  t h e s e  a r e a s  o f f e r  s e r i o u s  o p p o r t u n i t y  f o r  

p o t e n t i a l  c o n f l i c t  b o t h  w i C h L n  t h a  r a i l  a u t h o r i t y  a n d  w i t h  « * c « r n a l  

o r g a n i z e C i o n s .
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M E M O R A N D U M February 26, 1981

SUBJECT:

TO:

FROM:

Sectional analysis of Alaska R a i l r o a d  
Authority Bill (Work Order Number 12-0866)

Senator M. E. Dankworth

Randolph G. Berry 
Legislative Counsel

In accordance with your request, the following is 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 di r e c t o r s .

Sec. 42.40.030 sets out the membership of the b o a r d  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 in 
the event of a conflict of interest by a mem b e r  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 b o a r d  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 its 
m e e t i n g s .

Sec. 42.40.100 allows the board to employ a president 
to manage the authority and sets out certain q u a l i f i­
cations for the president.

Sec. 42.40.110 sets out the general powers of the 
authority, including operating authority and financial 
p o w e r s .

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 
r a i l r o a d .

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 
audi t o r .

Sec. 42.40.160 allows the authority to issue and sell 
bonds and notes to provide money for corporation p u r­
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
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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 ret a i n  the 
services of an independent financial advisor w h e n  
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 i n struments.

Sec. 42.40.210 provides that bonds and notes of the 
authority are securities which are eligible for i n v e s t­
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 is 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.
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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 a u t h o r i t y  
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 A l a s k a  
Railroad Authority to enter into negotiations with 
representatives of the federal government for the transfer 
of the Alaska Railroad to the authority.



A k s k a  '^legislature

REPRESENTATIVE
H. PAPPY MOSS

P .O .  BOX  182 
D EL TA  J U N C T IO N .  A LASKA  99737 

(907) 893-4384

WHILE IN JUNEAU 
P O U C H  V  

J U N E A U .A L A S K A  
99811 

'907) 465-4990
J & m t s e  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 y ou 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



I •
House of Representa tives

Official B u b  Loess

Pouch V  

State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M -  R e g a r d i n g  the Ala s k a  Railroad

TO: R e p r e s e n t a t i v e  Brian Rogers 

P a t r i c k  Lawl e r
A d m i n i s t r a t i v e  Aide to Rep. S u t c l i f f e

FROM:

Here's a r u n d o w n  of the sketchy infor m a t i o n  I've gathered about 
the p o s s i b l e  t r a nsfer of the A l a s k a  R a i l r o a d  to the State.

In addit i o n  to the bill cosponsored b y  you and Rep. Moss 
creating an A l a s k a  R i a l r o a d  Authority, Sen. K e r t u l l a  and Sen.
D a n k w o r t h  have d r a fted a bill yet to b e  i n t roduced w h i c h  would,
I have b e e n  told, create a semi-autonomous c o r p o r a t i o n  w i t h  a 
board of directors similar in structure to the A l a s k a  Ener g y  Center.
This c o r p o r a t i o n  w o u l d  be empowered to own and o p e rate the A l a s k a  
Railroad.

M a r k  Hickey, the State Rail Plan M a n a g e r  at D O T  said that l e g­
islative acti o n  towards the purchase or a c q u i s i t i o n  of the A l a s k a  
R a i l r o a d  w o u l d  be, in his opinion, premature. He feels that the 
State should first b e c o m e  aware of the full r a n g e  of legal, a d m i n­
istrative, technical, and especially financial aspects of the R a i l r o a d  
b e f o r e  locking its e l f  into any particular structure. He feels, in other 
words, that w e  should keep our options open.

The Federal R a i lroad A d m i n i s t r a t i o n  is currently studying p o s s i b l e  
means of di s p o s i n g  o f  its control of the A l a s k a  Railroad. T h e  Off i c e  
of M a n a g e m e n t  and Budget of the Carter A d m i n i s t r a t i o n  r e c o m m e n d e d  the 
sale or tranfer of the railroad to the State of A l a s k a  by 1983.
R e a g a n  A d m i n i s t r a t i o n  officials have gi v e n  their u n official support 
to these plans and M a r k  Hickey w i l l  m e e t  w i t h  F R A  officials c o n c e r n i n g  
the m a t t e r  soon.

Again, a c c o r d i n g  to Mr. Hickey, D O T  is g e a ring up to study the 
A l a s k a  R a i l r o a d  in detail, as w e l l  as p o s sible options for state 
ownership and op e r a t i o n  of the Railroad. He feels that by the next 
session of the Legis l a t u r e  his department w i l l  h a v e  the facts n e e d e d  
to draft legislation. Mr. Hickey also pointed out that any t r a n s f e r  
of A l a s k a  R a i l r o a d  w o u l d  require federal l e g i s l a t i o n  and that any 
action by the State should w o r k  in conj u n c t i o n  w i t h  this legislation.

The e n c losed Rail Systems Study includes i n  C h a pter 5 some of 
the issues involved -in the operation of the Railroad.

Contacts about the subject are; M a r k  H i c k e y  at DOT
R o n  Walt, US Dept, of T r a n s p o r t a t i o  

J u n e a u

J e s s i e  D o d s o n  at the G o v e r n o r s  Offi
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Carver ouagei 
urges transfer 
o fA R R  by 1983

•States News Service 
W A S H I N G T O N — T h e  Alaska 

Raiirod should be transferred to the 
State of Alaska or a private party by 
1983, according to President Carlrer’s 
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

(See RAIL, page 11)

IContinued from page I )
' trans-Alaska piepline in 1976.

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’s capital costs; 
Operating expenses are paid from the 
railroad’s revenues."

In meetings earlier this week, Sen. 
F r a n k . 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 
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 Facilities Bob Ward says he 
believes the state should study the idea 
in detail before making a decision.
In the last fiscal year, the railroad 

lost S4 million, down from a $6 million 
loss the year before. -

E m p ir e  W ashington Bureau 
W A S H IN G T O N ,- T h e  A la s k a  

ra ilroad  sho u ld  be handed over to the 
state or a p r iva te party by 1983, ac­
co rd ing  to P res iden t C a rte r ’s proposed 
1982 budget.

T h e  p re lim in a ry  budget, w h ich  lists 
O ff ic e  of M anagem ent and Budget 
recom m endations for government ex­
pend itu res , suggests the ra ilroad sa le or 
transfer as part o f an o u t lin e  of tran ­
s p o r ta t io n  p o lic y  p r io r it ie s  of the 
departing P res ident.

T h e  A laska R a ilro ad  is the on ly 
federa lly  owned ra il system in  the 
country.

" L eg is la t io n  is be ing proposed to 
Cong ress tha t w o u ld  p ro v id e  for 
takeover of the ra ilroad ,"  a F ede ra l 
R a ilro ad  A dm in is tra tio n  spokesman 
said Thursday , add ing  that Democrats 
are not ho ld ing  out great hopes of 
Congress iona l approva l of the transfer 
in th is  session.

T h e  A laska R a ilro ad  has been runn ­
ing at a d e f ic it  s in ce  com p le t io n  of the 
Trans-Alaska P ip e lin e  in  1976.

T he  ra ilroad rece ived $10.6 m il l io n  
from  the  fed e ra l g o ve rnm en t for 
cap ita l expend itures in  fisca l 1981, in ­
c lu d in g  $4.5 m il l io n  for new  passenger 
cars.

T h e  p re lim in a ry  budget for fisca l 
1982 ea rm arks  $7 m il l io n  fo ;  th e  
ra ilroad's cap ita l costs. O pera t ing  costs 
are p a id  from  the ra ilroad's revenues.

In  m eetings ea r lie r this w eek . A laska 
Sen. F ra nk  M urkow sk i suggested to 
Secretary o f Transportation-designate 
D rew  L ew is  that h is  departm ent in ­
vestigate tu rn ing  the  ra ilroad ove r to 
the state.

Sen. Ted  Stevens, R-/ aska. has in 
the  past supported transfer o f the 
ra ilroad  to the state, but is concerned 
about the terms. A  spokesman for 
Stevens said h e  expressed h is  concerns 
to the R eagan  trans ition team .



. .Washington — President Carter’s ~ proposed 19S2 fiscal budget calls for • ny the sale or transfer of the Alaska 
S5 Railroad by 19S3 and attempts to "• block reconstruction of the Alaska 
::: Highway.

The spending plan; released î̂ Kay, says Alaska is the only state 
f la t benefits from the two transpor­tation systems. It also says the state can afford to bankroll the railroad. 

(See related story, page A-8)
“The benefits from operating the Alaska Railroad are largely concen­

trated in that state, making contin­
ued federal funding inappropriate," ' 
the document says. "Moreover, the v 
state has sufficient funds with which • to - support and improve the rail­road's operation.” . . .
The Alaska Railroad is operated by the federal government under a’ 

law enacted in 1914. The 1982 budget „ 
for the railroad is 57 million, down - LV' from nearly $10.7 million in 1981.' ■ ' J 
Alaska Railroad Assistant Man- j*. ager Amie Polanchek said today the 

' railroad has technically been up for *•' sale since the early 1970s. • . • :■
' “It's really nothing other'than a ' .; : continuing question that comes up,’
h a  c o M  *------------- *- •nesaid. "It’s just the’f̂ dê wve'rii-. b**be®n“âm p n f ' c  . l -.v t :,- . r . . .  - • -w-- A S  U1

Tnŵ rtfiinks they should receive for ....It,” he explained.
Carter’s budget now moves to Congress is expected to be revised 

by the incoming Reagan administra­tion.
Earlier this week, incoming Tran- sportation Secretary Drew Lewis 

promised to work with the Alaska congressional delegation and the 
state on the possible transfer of the 
railroad from the federal govern­
ment to r.tate control. The commit­
ment came at a hearing of the Sen­
ate Environment and Public Works Committee. 'T ’ *
Carter's budget notes that freight tonnages will continue below the 

peak achieved during construction of 
the Alaska pipeline, but that the rail­
road hopes to achieve some increase in 1982.
-, The railroad made its last official 
.“profit" during the pipeline years of 1977-78, Polanchek explained Since then, the system has been showing a 
paper loss due to depreciation of the physical plant* and the railroad’s 
steady reinvestment of funds into improvements. ?' % . . -— But fiscal 1981, said P o lan chek ,

_ .4,   ......jureuf ̂  As in the past, Carter's budget I£ ment’s policy that they would like to ̂]so tries to bar'the congressionaliy ‘ see the railroad transferred to the •’ authm-i-jpH ---«  ptatA
r:~  State. .. ... .  . .  . 0.- ...

Past attempts to sell the line to private railroad corporations have been unsuccessful. •
• I’Someday it may happen but it’s 
Ig to take legislation by both the federal government and the state 

government. A lot of things will have to be worked out."
Polanchek had no idea of the gov­

ernment’s asking price for its only railroad. "It’ll depend on the legisla­tion and what the federal

authorized reconstruction of the • Alaska Highway by not including any funds for the project
The 1973 Federal-Aid Highway 

Act authorize# $58.7 million for the 
reconstruction of the Alaska High­
way from the Alaskan border to Haines Junction, Canada, and the 
Haines Cutoff Highway from Haines 
Junction to the south Alaskan border.

tThe costs of the project have sky- J rocketed to $180 billion. 1iA — * --- bad
(Continued from page A-l)
"No appropriation is being re­quested for 1982 because the benefits 

from construction of the highway ac­
crue primarily to one state — Alaska, the budget says.
In other items of interest to Alaska, the budget seeks:
— $36.6 million for the office of 

Federal Inspector.of the Alaska gas 
line to coordinate the Issuing of per­
mits, carry out environmental and engineering reviews and conduct 
field surveillance on the project. 
This represents and increase from the fiscal 19S1 total of S21.5 million.
— S3.5 million for the Alaska 

Power Administration, which oper­
ates and markets hydroelectric power from two federal projects in: the stale — Eklutna near Anchorage 

; and Snettisham near Juneau. This is 
up from S3 million in fiscal 1931.
— $2 .2 billion for Coast Guard op­erations in fiscal 1982, up from $2 bil­

lion last year. The money would be
.used for search and rescue opera-...

tions, maintenance "of navigation aids, ice breaking, ’ prevention and 
cleanup of marine pollution, and in­spections of offshore drilling rigs.
The money would allow the re­

placement of three aging cutters, the 
purchase of 41 Jet surveillance air­craft and 90 new rescue helicopters.
The Carter adminslration wants to defer until 1983 major efforts to 

improve and modernize several 
Coast Guard training and shore fa­cilities, but it supports increases in 
pay and benefits for Coast Guard personnel in 1982.
— $7.1 billion for Comprehensive . nployment and Training Act pro­

grams nationwide, including 5 3 .8 bil­lion for public service employment 
(an increase of S7 million from 1931),S3 billion for general training and 
employment (a S144-mlllion in­
crease), and $314 million to support;,-" 
job placements in the private ser.tuulV::':
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American federation o f government Employees
LOCAL 183

AFFILIATED WITH THE AFL-CIO WASHINGTON, D.C.
L O C A L  183 

P O S T  O F F I C E  B O X  35 
A N C H O R A G E ,  A L A S K A  99510

T E L E P H O N E  272-8316

R E F E R  T O  F I L E :

Febr u a r y  18, 1981

T h e  Honorable B r i a n  Rogers 

St -te House of Represen t a t i v e s  

Pouch V

Juneau, A K  99811.

D e a r  Mr. Rogers:

T h e  A m e r i c a n  F e d e r a t i o n  of Government Employees, Local 183, being the 

largest b a r g a i n i n g  u n i t  of T he A l a s k a  R a i l r o a d  supports the idea of 

State o w n e r s h i p  o f  the Railroad.

T h r o u g h  the years we have h a d  the experience of w a t c h i n g  the Railroad 

deteriorate to the p o i n t  where it strains to fulfill its m i s s i o n  and 

purpose. W e  have often been neglected a nd t r e a t e d  like an illegitimate 

part o f  the F e d e r a l  Government. W e  have h ad to listen to bureaucrats 

in Washington, D.C. ma k e  the usual e x c uses as to w h y  the line could 

not be properly funded.

T h e  A l a s k a  R a i l r o a d  is important to the State of Alaska, and in our 

o p i n i o n  A l a s k a  c a n  no longer afford this type of i r r e s ponsibility if 

it expects to d e v e l o p  its mineral resources which are d e pendent upon 

a h e a v y  tran s p o r t a t i o n  system.

W e  are asking you to support with l e g i s lation the transfer of The 

A laska Railroad to State owne r s h i p  so that we along with the other 

citizens of A l a s k a  can determine our own 'destiny.

T h e  p e o p l e  of Alaska, The Alaska Railroad, and the employees of The 

A l aska Rail.road are w orthy of this consideration. We believe that 

now is the time to start in that direction.

T O  D O  F O R  A L L  T H A T  W H i C H  N U N S  C A N  D O  F H I M S E L F



D E P A R T M E N T  O F  T R A N S P O R T A T IO N  
F E D E R A L  R A I L R O A D  A D M I N I S T R A T I O N

W A S H IN G T O N ,  D .C .  20590

O F F I C E  O F  
T H E  A D M IN I S T R A T O R 27 B80

The  H o n o r a b l e  J a y  S .  Hammond .
G o v e r n o r  o f  A l a s k a
J u n e a u ,  A l a s k a  9 9 8 0 1  GOVERNOR'S O FFIC E

D e a r  G o v e r n o r  Hammond:
On J u l y  2 4 ,  1 9 8 0 ,  o f f i c i a l s  f r o m  t h e  F e d e r a l  R a i l r o a d  Adm i n ­
i s t r a t i o n  i n c l u d i n g  t h e  G e n e r a l  Manag e r  o f  t h e  A l a s k a  R a i l r o a d  
me t  i n  J u n e a u  w i t h  M r .  Bob  Wa r d ,  C o m m i s s i o n e r  o f  T r a n s ­
p o r t a t i o n  a nd  Ms .  J e s s i e  D o d s o n  f r o m  y o u r  o f f i c e  t o  d i s c u s s  
t h e  A l a s k a  R a i l r o a d .  Tne  m e e t i n g  p r o v i d e d  an  o p p o r t u n i t y  t o  
r e v i e w  a number  o f  c u r r e n t  and  l o n g  r a n g e  R a i l r o a d  i s s u e s  
i n c l u d i n g  t h e  S t a t e ' s  s u p p o r t  f o r  p a s s e n g e r  s e r v i c e ,  t h e  R a i l ­
r o a d ' s  e f f o r t s  t o  c u t  c o s t s  and  t h e  f e d e r a l  g o a l  o f  t r a n s ­
f e r r i n g  t h e  R a i l r o a d  t o  S t a t e  o w n e r s h i p .  I am p l e a s e d  t h a t
t h i s  d i a l o g u e  ha s  b egun  and am h o p e f u l  t h a t  i t  c a n  l e a d  t o  a n
o r d e r l y  r e s o l u t i o n  o f  o u r  r e s p e c t i v e  c o n c e r n s .  I  am p a r t i ­
c u l a r l y  e n c o u r a g e d  by  C o mm i s s i o n e r  Wa r d  and Ms .  D o d s o n ' s  
i n t e r e s t  i n  t h e  f u t u r e  o f  t h e  A l a s k a  R a i l r o a d  a n d , t h e i r  w i l l ­
i n g n e s s  t o  b e g i n  a c t i v e  c o n s i d e r a t i o n  o f  o u r  p r o p o s a l s .
A summar y  o f  t h e  s u b j e c t s  d i s c u s s e d  a t  t h e  m e e t i n g  a nd  o u r  
p r o p o s a l s  f o r  S t a t e  i n v o l v e m e n t  f o l l o w s .

S t a t e  S u p p o r t  f d r  P a s s e n g e r  S e r v i c e
We a p p r e c i a t e  t h e  S t a t e  d e c i s i o n  t o  p r o v i d e  $1 m i l l i o n  i n  t h e
c u r r e n t  budge t  t o  p u r c h a s e  a new p a s s e n g e r  c a r  f o r  t h e  R a i l ­
r o a d .  H o w e v e r ,  we r e q u e s t  t h e  S t a t e  t o  r e d i r e c t  t h i s  mon e y  s o  
t h a t  i t  can be u s e d  t o  pay  f o r  r e f u r b i s h i n g  p a s s e n g e r  c a r s  on 
t h e  A n c h o r a g e - F a i r b a n k s  l i n e  r a t h e r  t h a n  t h e  p u r c h a s e  o f  one  
new "Budd  c a r "  on t h e  W h i t t i e r  l i n e .  We h a v e  d e c i d e d  a g a i n s t  
t h e  p u r c h a s e  o f  new s e l f - p r o p e l l e d  Budd c a r s  i n  f a v o r  o f  c o n ­
t i n u i n g  c o n v e n t i o n a l  p a s s e n g e r  t r a i n s  on b o t h  l i n e s  b e c a u s e  o f  
t h e  h i g h  c o s t  and  t e c h n i c a l  p r o b l e m s  w i t h  t h e  B udd  c a r s  f o r  
u s e  i n  A l a s k a .  The  R a i l r o a d  has  p u r c h a s e d  e i g h t  a d d i t i o n a l  
c o n v e n t i o n a l  p a s s e n g e r  c a r s  f r o m  t h e  S o u t h e r n  R a i l r o a d  and  
p l a n s  t o  r e f u r b i s h  t h e s e  c a r s  as  w e l l  a s  e x i s t i n g  e q u i p m e n t .



We e x p e c t  f e d e r a l  f u n d s  w i l l  be a v a i l a b l e  t o  r e f u r b i s h  a t  m o s t  
e i g h t  c a r s  and a s k  t h e  S t a t e  t o  p r o v i d e  $1 m i l l i o n  t o  r e f u r ­
b i s h  a n o t h e r  f o u r  c a r s .  Once  t h e s e  c a r s  a r e  r e f u r b i s h e d ,  t h e  
A n c h o r a g e - F a i r b a n k s  s e r v i c e  w i l l  be m o r e  r e l i a b l e  a n d  e c o ­
n o m i c a l  t o  o p e r a t e  and  e x t r a  c a r s  w i l l  become  a v a i l a b l e  t o

G
r e p l a c e  t h e  much o l d e r  W h i t t i e r  c a r s .  U n l e s s  £3ie $1 m i l l i o n  
i n  S t a t e  f u n d s  c a n  be r e d i r e c t e d  t o  a s s i s t  i n  t h i s  e f f o r t ,  t h e  
R a i l r o a d  w i l l  be u n a b l e  t o  r e f u r b i s h  s u f f i c i e n t  c a r s  t o  c o n ­
t i n u e  e x i s t i n g  s e r v i c e .  M o r e o v e r ,  t h e  R a i l r o a d  w i l l  h a v e  t o  
r e f u s e  t h e  S t a t e  f u n d s  i f  t h e y  c an  o n l y  b e . u s e d  t o  p u r c h a s e  a 
Budd c a r .  A c q u i s i t i o n  o f  o ne  Budd c a r  w o u l d  be  i n c o n s i s t e n t  
w i t h  t h e  d e c i s i o n  t o  c o n t i n u e  c o n v e n t i o n a l  p a s s e n g e r  t r a i n  
s e r v i c e  and  t h e  c o s t s  t o  o p e r a t e  and m a i n t a i n  a s i n g l e  Budd  
c a r  w o u l d  be p r o h i b i t i v e .  I  u n d e r s t a n d  C o m m i s s i o n e r  W a r d  
a g r e e d  t o  s e e k  a r e d i r e c t i o n  o f  S t a t e  f u n d s  a s  we r e q u e s t e d ,  
and I  u r g e  y o u r  a c t i v e  s u p p o r t  f o r  t h i s  e f f o r t .  I n  o u r  v i e w ,  
t h i s  a p p r o a c h  w i l l  p r o v i d e  t h e  op t imum b e n e f i t  f o r  p a s s e n g e r s  
who u s e  b o t h  t h e  A n c h o r a g e - F a i r b a n k s  a nd  t h e  W h i t t i e r  l i n e s .
I n  a d d i t i o n  t o  r e d i r e c t i n g  t h e  a v a i l a b l e  $1 m i l l i o n  t o  r e f u r ­
b i s h i n g  c o s t s ,  we a l s o  r e q u e s t  t h a t  t h e  S t a t e  p r o v i d e  f u n d s  t o  
c o v e r  t h e  1981  p a s s e n g e r  s e r v i c e  o p e r a t i n g ; l o s s e s  t h a t  a r e  

/ ' e s t i m a t e d  t o  be a b o u t  $1 m i l l i o n .  I n  t h e  p a s t ,  t h e  R a i l r o a d  
has  b een  a b l e  t o  make  up p a s s e n g e r  l o s s e s  f r o m  f r e i g h t  
r e v e n u e s .  H o w e v e r ,  t h e  R a i l r o a d  c a n n o t  c o n t i n u e  t h i s  c r o s s  
s u b s i d i z a t i o n  o f  p a s s e n g e r  s e r v i c e  b e c a u s e  t h e r e  h a s  b e e n  a 
s t e a d y  d e c l i n e  i n  f r e i g h t  r e v e n u e  s i n c e  t h e  T r a n s  A l a s k a  P i p e ­
l i n e  was c o m p l e t e d .  I n  1 98 0  a o n e - t i m e  f e d e r a l  s u b s i d y  o f  
$ 1 . 5  m i l l i o n  was p r o v i d e d  f o r  p a s s e n g e r  o p e r a t i n g  l o s s e s ,  b u t  
no f u . i d s  a r e  i n c l u d e d  i n  t h e  1981  f e d e r a l  b u d g e t  f o r  t h i s  
p u r p o s e .  U n l e s s  t h e  S t a t e  makes  up t h e s e  l o s s e s  i n  t h e  c o m i n g
y e a r ,  t h e  R a i l r o a d  may be  f o r c e d  t o  d r a s t i c a l l y  c u r t a i l
p a s s e n g e r  s e r v i c e .

Al^askQ_Ra_[l_£oad_Ef£o£_t s__to_Cu_t_Cos  ̂  s

Ov e r  t h e  p a s t  f ew y e a r s  t he  R a i l r o a d  has  t a k e n  many  s t e p s  t o  
c u t  c o s t s .  F o r  e x a m p l e ,  t he  number  o f  e m p l o y e e s  h a s  b e en  
r e d u c e d  t o  l e s s  t h a n  h a l f  t h e  number  emp l o y e d  d u r i n g  t h e  p e a k  
p i p e l i n e  c o n s t r u c t i o n  y e a r s  and l o c o m o t i v e s  h a v e  b e e n  m o d i f i e d  
t o  r e d u c e  f u e l  c o n s u m p t i o n .  D u r i n g  t h e  m e e t i n g  o n  J u l y  2 4 ,
two new a c t i o n s  t o  c u t  c o s t s  we r e  e x p l a i n e d .  >
B e g i n n i n g  t h i s  w i n t e r ,  t h e  R a i l r o a d  w i l l  a t t a c h  a s i n g l e  
p a s s e n g e r  c a r  t o  a f r e i g h t  t r a i n  f o r  two r o u n d  t r i p s  p e r  we e k  
b e t we e n  A n c h o r a g e  a nd  F a i r b a n k s .  T h i s  w i l l  be a r e d u c t i o n  
f r o m  t h e  t h r e e - c a r  c o n s i s t  t h a t  o p e r a t e d  l a s t  w i n t e r ,  b u t  t h e  
f r e q u e n c y  o f  s e r v i c e  w i l l  r ema i n  t h e  same as  l a s t  w i n t e r .  Th e  
s i n g l e  p a s s e n g e r  c a r  w i l l  be c h e a p e r  t o  o p e r a t e  a n d  i t  w i l l  be  
mo r e  t h a n  a d e q u a t e  t o  h a n d l e  t he  l ow v / i n t e r  r i d e r s h i p .
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I n  a n o t h e r  e f f o r t  t o  c u t  c o s t s  and  r emov e  t*he R a i  1 r o a d ‘ f r o m  
a c t i v i t i e s  t h a t  a r e  n o t  v i t a l  f e d e r a l  i n t e r e s t s ,  a  d e c i s i o n  
h a s  b e e n  made t o  t e r m i n a t e  t h e  p r e s e n t  c o n t r a c t  f o r  p r o v i d i n g  
f r e i g h t  b a r g e  s e r v i c e  on t h e  T a n a n a  a nd  Yu k o n  R i v e r s .  T h e  ARR 
p l a n s  t o  s e l l  i t s  r i v e r  e q u i p m e n t ,  i n c l u d i n g  a t u g b o a t  a n d  
s e v e r a l  b a r g e s ,  and i s  w i l l i n g  t o  l e a s e  i t s  d o c k  f a c i l i t i e s  
and  o t h e r  l a n d  h o l d i n g s  t h a t  may be  n e e d e d  f o r  t h e  S t a t e  o r  a  
p r i v a t e  b u s i n e s s  t o  c o n t i n u e  o p e r a t i n g  t h e  b a r g e  s e r v i c e .

P r o p o s e d T r a n s f e r  o f  t h e  A l a s k a  R a i l r o a d  t o  S t a t e
O w n e r s h i p

I t  h a s  b e en  t h e  p o l i c y  o f  t h e  p a s t  t h r e e  A d m i n i s t r a t i o n s  t o  
c e a s e  f e d e r a l  o p e r a t i o n  o f  t h e  R a i l r o a d  by  t r a n s f e r r i n g  i t  t o  
t h e  S t a t e  o r  a p r i v a t e  b u y e r .  P r i v a t e  c o mp a n i e s  h a v e  
e x p r e s s e d  an  i n t e r e s t  i n  t h e  R a i l r o a d  i n  t h e  p a s t  a n d  s e v e r a l  
c o n c e r n s  h a v e  r e c e n t l y  c o n t a c t e d  t h e  G e n e r a l  M a n a g e r .  We 
s u g g e s t  t h a t  t h i s  i s  a g o o d  t i me  t o  b e g i n  s e r i o u s  d i s c u s s i o n  
o f  S t a t e  t a k e - o v e r  b e c a u s e  ( 1 )  t h e  R a i l r o a d  i s  e s s e n t i a l l y  a n  
i n t r a s t a t e  r a i l r o a d  p r i m a r i l y  s e r v i n g  t h e  f r e i g h t  a n d  t o u r i s t  
n e e d s  o f  t h e  S t a t e ,  ( 2 )  t he  S t a t e  i s  i n  a s t r o n g  » i s e a l  c o n ­
d i t i o n  and w o u l d  be a b l e  t o  s u p p o r t  t h e  R a i l r o a d vs c a p i t a l  a n d  
o p e r a t i n g  n e e d s ,  and ( 3 )  t h e  t r a n s f e r  p r o c e s s ,  w h i c h  w i l l  
p r o b a b l y  t a k e  two t o  t h r e e  y e a r s  t o  i m p l e m e n t ,  s h o u l d  b e g i n  
now w h i l e  t h e  R a i l r o a d  i s  i n  a s l ump  b e f o r e  t h e  n a t u r a l  g a s  
p i p e l i n e  c o n s t r u c t i o n  a c t i v i t y  b e g i n s  i n  a f ew  y e a r s .
C o m m i s s i o n e r  Wa r d  i n d i c a t e d  t h a t  t h e r e  has  b een  s ome  d i s ­
c u s s i o n  w i t h i n  t h e  S t a t e  a b o u t  e v e n t u a l  S t a t e  a c q u i s i t i o n  o f  
t h e  R a i l r o a d .  I  w o u l d  h ope  t h a t  t h e s e  d i s c u s s i o n s  c a n  now 
l e a d  t o  a d e c i s i o n  t o  a s s ume  S t a t e  r e s p o n s i b i l i t y  f o r  t h e  
R a i l r o a d  so  t h a t  we can  b e g i n  t he  c o mp l e x  p r o c e s s  o f  t r a n s ­
f e r r i n g  o w n e r s h i p .  I f i r m l y  b e l i e v e  i t  i s  i n  t h e  S t a t e ’ s 
i n t e r e s t  t o  a c t i v e l y  p r e s s  f o r  S t a t e  o w n e r s h i p  a t  t h i s  t i m e  
f o r  b o t h  t h e  t r a n s p o r t a t i o n  n e ed s  o f  t h e  S t a t e  a n d  t o  p r e s e r v e  
t h e  p u b l i c  s e r v i c e s  t h a t  t h e  R a i l r o u d  p r o v i d e s  i n  A l a s k a .
We l o o k  f o r w a r d  t o  c o n t i n u i n g  t h i s  i m p o r t a n t  d i s c u s s i o n  and  
a r e  h o p e f u l  i t  w i l l  l e a d  t o  i n c r e a s e d  S t a t e  s u p p o r t  f o r  t h e  
p a s s e n g e r  s e r v i c e  i n  t h e  c om i ng  y e a r  a s  w e l l  as  u l t i m a t e  
t r a n s f e r  o f  t h e  R a i l r o a d  t o  S t a t e  o w n e r s h i p .  I f  I  c a n  be  o f  
f u r t h e r  a s s i s t a n c e  t o  y ou  o r  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n ,  
p l e a s e  l e t  me know.  B o t h  t h e  A l a s k a  R a i l r o a d  a nd  F e d e r a l  
R a i l r o a d  A d m i n i s t r a t i o n  s t a f f s  a r e  a v a i l a b l e  t o  m e e t  w i t h  a n d  
a s s i s t  S t a t e  o f f i c i a l s  i n  t h i s  r e g a r d .

S i  n c e r e l y ,

Admi n i s  t r a t o r
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Overview

THE ECONOM Y
The Alaskan economy, at a low level fo llow ing 

completion of the trans-Alaska oil pipeline, 
contracted still further during 1979. Construction was 
down, vacancy rates fo r 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 
o f the economy in the 1980's. Because Alaska is rich 
in natural resources other than petroleum, there are 
other possibilities fo r expanding Alaska's econom ic 
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 w ill continue. Because 
there is no manufacturing activity in Alaska, and no 
immediate prospects for its development, the 
Alaskan economy w ill continue to fluctuate 
throughout the 1980's. Alaska Railroad financial 
results during the decade w ill reflect these 
fluctuations.

THE RAILROAD
Fiscal year 1979 saw a continuation of the decline 

in freight traffic (Table I) that began in 1977 follow ing 
the completion of the trans-Alaska oil pipeline. All 
major commodities hauled in FY 1979 dropped from 
FY 1978 (Table II); 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 pe rcen t— from $3.3 
million to $3.4 million. Total expenses w ere  reduced 
almost $2 million; b u t revenues prim arily reflecting 
the drop in freight traffic declined  by nearly $4 
million. These losses w ere incurred  desp ite  a 14- 
percent reduction in em ploym ent. Increased labor 
costs and material prices ten d e d  to  offset the 
personnel reductions and th e  h igher tariffs.

TABLE I: RAILROAD STATISTICAL HIGHLIGHTS

IT E M 1979 1978 %
FY FY C H A N G E

To ta l R e ve nu es
(m illio n  $) 25.2 29.1 - 13.4

To ta l Expenses (m il lio n  $) 31.8 33.6 - 5.5
G a in  (Loss) (m illio n  $):

B efore D e p r e c ia t io n
(gross); (3.4) (13) -151.8

A fter D e p r e c ia t io n  (net) (6.6) (43) - 45.3
C a p ita l and  M a jo r

M a in te n a n c e  P rogram
(m illio n  $) 9.4 3.6 +161.1

A verag e  N o . Em p lo y e e s  , 648 753 - 13.9
F re ig h t:

R e v e n u e  (m illio n  $) 18.2 23 - 21
Revenue-Tons C a r r ie d  1

(m illio n ) 1.8 2_2 - 16.9
R e v e n u e  T on-M iles

(m illio n ) 257 330 - 22.1
R e v e n u e  p e r  T o n- M ile

(cents) 7.1 7 + 1.4
A verag e  D is ta n ce

C a r r ie d  (m iles) 142 152 -  6.6
Car lo ad s  H a n d le d 36,499 40357 - 10

Tota l T ra in-M iles
(thousand) 370 375 - 1.4

Passengers:
R e v e n u e  (m illio n  $) 1.6 1.2 + 35.3
M ile s  (m illio n ) 13.8 12 + 15.5

Cross Ton- M iles  (m illio n ) 878 915 - 4.3

1



TABLE II: FREIGHT TRAFFIC BY COM M ODITY

C O M M O D IT Y 1979
FY

1978
FY

%
C H A N G I

R e v e n u e  Tons C a r r ie d
(thousand):
Sand & G ra ve l 637.5 727.2 -12.3
C o a l 523.9 593.3 -11.7
M an u fa c tu re s  & M is c . 276.9 307.8 -10.0
P e tro le um , O i l ,

L ubr ican ts 219.6 373.9 -41.3
T O F C / C O F C

(Piggyback) 88.7 99.5 -10.9
P roducts  o f Forests 55.2 67.8 -18.6
P roducts  o f A g r ic u ltu r e 7.1 8.2 -13.4

To ta l T o n n a g e 1,808.9 2,177.7 -16.9

R e v e n u e  D o lla rs
(thousands):
Sand & G ra ve l $ 1,009 $ 972 + 3.8
C o a l 3,207 3,507 - 8.6
M anu fa c tu re s  & M is c . 6,738 8,413 -19.9
P e tro le um , O i l ,

L ubr ican ts 3,877 6,362 -39.1
T O F C / C O F C

(Piggyback) 2,327 2,484 - 4.4
P roducts o f Forests 886 1,231 -28.0
P roducts o f A g r ic u ltu r e 114 72 +58.3

To ta l R e v e n u e $18,158 $22,991 -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 departm ents—Transportation,
Engineering, and M echanical—were $2 million less 
than expenses incurred in FY 1978, the 2‘i-percent 
drop in freight revenues m ore than offset the 
economies.

The FY 1979 breakdown of revenues and 
expenses by percentages is shown 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 m aintenance 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 III 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 summ er months.

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

TABLE III: QUARTERLY FINANCIAL RESULTS 
FISCAL YEARS 1978-79  

(M illion dollars)

Q U A R T ER REVENUE  EXPENSE GAIN
(LOSS)

C A S H
F LO W

FY 1978:
1 $7.1 $ 8.9 SO-8, 5(1.0)2 5.7 8J (2.6) (1 .8)
3 7.1 8.4 (1-3) (0.5)
4 9.2 8.0 1.2 2.0
T o ta l O c t . 1977- 

S ep t. 1978 $29.1 $33.6 $(45) 5(1.3)
FY 1979:

1 $ 5.4 $ 7.9 5(2.5) 5(1.7)2 5.7 7.7 (2-0) (1 .2)
3 6.7 8.2 (1-5) (0.7)
4 7.4 8.0 (0.6) 0.2
T o ta l O c t . 1978-

Sept. 1979 $25.2 $31.8 $(6.6) $(3.4)

The Railroad is taking active m easures to  reduce 
expenses further while continuing  essential service 
to the  public. Rising costs will con tinue  to  have a 
detrim ental effect on the  financial situation  in FY 
1980. The perennial deficits from  passenger service 
will be offset in FY 1980 by an ag reem en t recently  
signed by the Railroad and th e  State to  cover losses 
associated with the W hittier shuttle  service, and by a 
Federal appropriation which included $1.5 million 
for the Anchorage-Fairbanks passenger service.

To build community and sh ipper aw areness of 
the Railroad, the Railroad, w ith tne su p p o rt of the  
State and the num erous com m unities a long  the 
Railbelt, celebrated Alaska Railroad W eek from  
Septem ber 10 through 16. The following no tew orthy  
events took place: the Railroad ran special trains; a 
poster was produced; officials gave sp eech es; an 
Anchorage newspaper p repared  a special section  on 
the Railroad; the Anchorage m useum  p resen ted  an 
exhibit; and communities sponsored  a variety of 
special events.

Since the Governm ent of the  State of Alaska has 
substantial surplus funds because of th e  grow th  of oil 
revenues, the Federal G overnm ent believes that 
ow nership of The Alaska Railroad should  b e  with the 
State Governm ent. The Federal G overnm ent believes 
that The Alaska Railroad exists primarily fo r the  
benefit of the residents and shippers in Alaska; they 
need and deserve a much larger voice in determ in ing  
the role that they want the  railroad to  play.

2



L O CA L  FR E IG H T
38.7%

INTERL IN E  FRE IGHT  
24.0% y N O N - O P ER A T IN G  

\  8.3%

O TH ER
13.4%

REVENUES

P IG G YB A CK  9.4%

PASSENGER 6.2%

EXPENSES

N O N - O P E R A T IN G  0.6%, 

IN C ID E N T A L  5.7% 

T R A FF IC  1.;!%

GENERAL  A N D  
A D M IN IS T R A T IO N  12.5%

FIGURE 1: FY 1979 TOTAL REVENUES AND EXPENSES.
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PROPOSED (B uchho ld t)
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 (H ayes)



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.

I



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

Section 1. IEGISIATIVE FINDINGS, (a) 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’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 Committee desires a sunset provision, 

the Committee must determine date.
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House of Representatives

Official Business

M E M O R A N D U M -  R e g a r d i n g  the A l a s k a  R a i l r o a d  

TO: R e p r e s e n t a t i v e  Br i a n  Rogers

FROM: P a t r i c k  Lawler
A d m i n i s t r a t i v e  A i d e  to Rep. Sutcliffe

Pouch V  

State Capitol 

Juneau, Alaska 99811

Here's a r u n d o w n  of the sketchy information I've gathered about 
the p o s s i b l e  transfer of the A l a s k a  R a i l r o a d  to the State.

In a d d ition to the bill cosponsored by you and Rep. M o s s  
c r e a t i n g  an Alas k a  Rialroad Authority, Sen. Kertulla and Sen.
D a n k w o r t h  have drafted a bill yet to be introduced w h i c h  would,
I have b e e n  told, create a s emi-autonomous corporation w i t h  a 
b o a r d  of directors similar in s t r ucture to the A l a s k a  E n e r g y  Center.
T h i s  c o r p o r a t i o n  w o u l d  be empowered to own and operate the A l a s k a  
Railroad.

M a r k  Hickey, the State Rail P l a n  Manager at D O T  said that l e g­
isla t i v e  act i o n  towards the p u r c h a s e  or a c q uisition of the A l a s k a  
R a i l r o a d  w o u l d  be, in his opinion, premature. He feels that che 
St a t e  should first b e c o m e  aware of the full range of legal, a d m i n­
istrative, technical, and e s p ecially financial aspects of the R a i l r o a d  
b e f o r e  locking itself into any p a r t i c u l a r  structure. H e  feels, in other 
words, that we should keep our options open.

T h e  Fede r a l  R a i l r o a d  A d m i n i s t r a t i o n  is currently s t u d y i n g  p o s s i b l e  
m e a n s  of d i s posing of its control of the Alaska Railroad. T h e  O f f i c e  
of Management, and Budget of the Carter A d m i n i s t r a t i o n  r e c o m m e n d e d  the 
sale or tranfer of the railroad to the State of A l a s k a  by 1983.
R e a g a n  A d m i n i s t r a t i o n  officials h a v e  given their u n o f f i c i a l  support 
to these plans and M a r k  H i c k e y  w i l l  m e e t  w i t h  FRA officials c o n c e r n i n g  
the m a t t e r  soon.

Again, according to Mr. Hickey, DOT is gearing up to study the 
A l a s k a  R a i l r o a d  in detail, as w e l l  as possible options for state 
ow n e r s h i p  and op e r a t i o n  of the Railroad. He feels that by the next 
s e s s i o n  of the L e g islature his department will h a v e  the facts needed 
to draft legislation. Mr. H i c k e y  also pointed out that any t r a n s f e r  
of A l a s k a  Railroad w o u l d  require federal legislation and that any 
a c t i o n  by the State should w o r k  in conjunction w i t h  this legislation.

T h e  enclosed Rail Systems Study includes in C h a p t e r  5 some of 
the issues involved -in the o p e r a t i o n  of the Railroad.

Contacts about the subject are; M a r k  Hickey at D O T
R on Walt, US Dept, of Transportatic

J u n e a u

Jessie D o d s o n  at the G o v e r n o r s  Offi



lj u r i v i  u L L U '£$

irges transfer
0 A R R  b 1983

States News Service 
W A S H I N G T O N — The Alaska 
ailroad should be transferred to the 
tate of Alaska or a private party by 
383, according to President Cartrer’s

RAIL,..
<Continued from page 1)

roposed 1982 budget.

' trans-Ala'ska piepline in 1976.
The railroad received $10.6 million 

from the federal government for 
capital expenditures, primarily 
maintenance, in fiscal 1981. Tbe

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 to 

Congress that would provide for 
akeover of the railroad, a Federal 
lailroad Administration spokesman 
:onf (rrned today.
But the spokesman said it is doubtful 

Congress will approve the transfer 
luring , the current Congressional 
session.
The Alaska Railroad has been run- 

ling at a deficit since completion of the•  (See RAIL, page 11)
- ,  ,* ... » »

preliminary fiscal 1982 budget, which 
begins next October, earmarks $716 sins _     f
million for the railroad’s capital costs; 
Operating expenses are paid from the 
railroad’s revenues.

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. '. •»« -
But Commissioner of Transportation 

and Public Facilities Bob Ward says he 
believes the state should study the idea 
in detail before making a decision.
In the last fiscal year, the railroad 

lost $4 million, down from a $6 million 
loss the year before.

C a r t e r :  G i v e  r a i l r o a d  t o  s t a t e
E m p ir e  Washington Bureau 

W A S H IN G T O N ,- T h e  A l a s k a  
ra ilroad  shou ld  be handed over to the 
state o r a p r iva te  party by 1983, ac­
cord ing to P res ident Carter's proposed 
1982 budget.

T h e  p re lim in a ry  budget, w h ich  lists 
O ff ice  of M anagem ent and Budget 
recom m enda tions  for governm ent ex­
pend itures , suggests the ra ilroad sa le  or 
transfer as part of an ou tlin e  of tran­
s p o r ta t io n  p o lic y  p r io r it ie s  o f the 
departing  P res ident.

T h e  A laska R a ilroad  Is the on ly 
federa lly  ow ned  ra il ‘system in the 
country.

" L eg is la t io n  is b e ing  proposed to 
Cong ress tha t w o u ld  p ro v id e  for 
takeover of the ra ilroad ,"  a F ede ra l 
R a ilro ad  A dm in is tra tio n  spokesman 
said Thursday , add ing that Democrats 
are not h o ld in g  out great hopes of 
Congress iona l approva l of the transfer 
In th is session.

T h e  A laska R a ilro ad  has been runn ­
ing at a d e f ic it  s ince com p le t io n  of the 
Trans-Alaska P ip e lin e  in  1976.

T h e  ra ilroad rece ived $10.6 m il l io n  
from  the fede ra l g o ve rnm en t fo r 
cap ita l expend itures in  fisca l 1981, in ­
c lu d in g  $4,5 m il l io n  for new  passenger 
cars.

T h e  p re lim in a ry  budget for fisca l 
1982 ea rm arks  $7 m il l io n  fo r th e  
ra ilro a d ’s cap ita l costs. O pera t ing  costs 
are p a id  from  the ra ilro a d ’s revenues.

In  m eeting s  ea r lie r  this w eek . A laska 
Sen. F ra nk  M urkow sk i suggested to 
Secretary of Transportation-designate 
D rew  L ew is  that h is  departm ent in ­
vestigate tu rn ing  th e  ra ilroad  over to 
the state.

Sen. T e d  S tevens, R-Alaska. has in  
the (just supported transfer of the 
ra ilroad  to the s la te , but is concerned 
about the terms. A spokesman for 
Stevens sa id  he expressed b is  concerns 
to the R eagan  trans it ion  team .

^  '*P



, Washington —  President Carter’s

the'sale or transfer of the Alaska Railroad by 19S3 and attempts to 
block reconstruction of the Alaska Highway.
The spending plan; released 

ĵ fday, says Alaska is the only state ^Hat benefits from the two transpor­
tation systems. It also says the state 
can afford to bankroll the railroad. 
(See related story, page A-8)
“The benefits from operating the 

Alaska Railroad are largely concen­
trated in that state, making contin­ued federal funding inappropriate,”

• the document says. "Moreover, the state has sufficitr.: fur.ds with which 
to support and improve the rail­road’s operation." • •
The Alaska Railroad is operated.1___* i - •

. . . . . . I .  UUHIU u ic jf  aiiuwJU / c u e iv e  t o rit," he explained.
Carter's budget now moves to Congress is expected to be revised 

by the incoming Reagan administra­tion.
Earlier this week, incoming Tran­

sportation Secretary Drew Lewis 
promised to work with the Alaska 
congressional delegation and the 
state on the possible transfer of the railroad from the federal govern­
ment to state control. The commit­
ment came at a hearing of the Sen­
ate Environment and Public Works Committee.
Carter's budget notes that freight tonnages will continue below the 

peak achieved during construction of 
the Alaska pipeline, but that the rail­
road hopes to achieve some increase inI982.‘:>.'v
The railroad made its last official

.  WU !•! t/yu ia ib u
by the federal government under a' (me rauroaa maae its last official law enacted in 1914. The 19S2 budget , “j TOfit" during the pipeline years of 
for the railroad is $7 million, down 1 1977-78, Polanchek explained. Since from nearly $10.7 million in 1981. J then, the system has been showing a 
Alaska Railroad Assistant Man- paper loss due to depreciation of the ager Amie Polanchek said today the physical plant-and the railroad's railroad has technically been up for ' steady reinvestment of funds into sale since the early 1970s. /.v, :*
"It’s really nothing other than a'continuing question that comes up," ____ _o . .

he said. 'Tt's just the federal govern- ̂  As in the past, Carter’s budget \ 
merit's policy that they would like to ̂ 5 0  tries to bar'the congressionaby ‘ see the railroad transferred to the authorized reconstruction of the 
state. • Alaska Highway by not including anyPast attempts to sell the line to funds for the project.'

improvements.
_ But fiscal 1931, said Polanchek, has been “a good year.”

private railroad corporations have been unsuccessful. ■
« "Someday it may happen but It’s 
tig to take legislation by both the 
era! government and the state 

government. A lot of things will have to be worked out."
Polanchek had no idea of the gov- . emment’s asking price for its onJy 

railroad. "It’ll depend on the legisla­
tion and what the federal govem-

The 1973 Federal-Aid Highway Act authorize# $58.7 million for the 
reconstruction of the Alaska High­
way from the Alaskan border to 
Haines Junction, Canada, and the 
Haines Cutoff Highway from Haines 
Junction to the south Alaskan border. ,
The costs of the project have sky- -1 1rocketed to $180 billion. 1 '(See RAILROAD, page A-3) i

re-
(Continued from page A-l)

"N o  ap p ro p r ia t io n  is  b e in g  __ 
quested fo r 19S2 b ecau se  the b en e f its  
f rom  co n s tru c t io n  of the  h ig hw a y  a c ­
c ru e  p r im a r ily  to o n e  sta te — 
A la ska , the  budget says.
In oilier items of Interest to Alaska, the budget seeks:
— $36.6 million for the office of 

Federal Inspector.of the Alaska gas 
line to coordinate the Issuing of per­
mits, carry out environmental and 
engineering reviews and conduct 
field surveillance on the project. This represents and increase from 
the fiscal 1981 total of $21.5 million.
— $3.5 million lor the Alaska 

Power Administration, which oper­
ates and markets hydroelectric 
power from two federal projects in the state — Eklutna near Anchorage 
and Snettisham near Juneau. This is 
up from $3 million in fiscal 1931.
— $2 .2 billion for Coast Guard op­erations in fiscal 1932, up from S2 bil­

lion last year. The money would be
. used for search and rescue opera­

tions, maintenance "of navigation 
aids, ice breaking, prevention and 
cleanup of marine pollution, and In­spections of offshore drilling rigs.
The money would allow the re­placement of three aging cutters, the 

purchase of 41 jet surveillance air­craft and 90 new rescue helicopters.
The Carter adminstration wants to defer until 1333 major efforts to 

improve and modernize several 
Coast Guard training and shore fa­
cilities, but it supports Increases in 
pay and benefits for Coast Guard personnel in 19S2.
— $7.1 billion for Comprehensive Employment and Training Act pro­

grams nationwide, Including $3 .8 bil­
lion for public service employment 
(an Increase of $7 million from 1931). $3 billion (or general training and 
employment (a $144-million in­crease), and $314 million to 
job placements In the private



State Ownership: ' ------- -----

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

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



Amendments offered by Representative Pappy Moss:

HO U S E  BIL L  NO. 12 

IN T HE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION 

A  BILL

F o r  an Act entitled: "An act creating the A laska R a i l r o a d  A u t h o r i t y . "

B E  I T  ENACTED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS UU is amended b y  adding a new c h a p t e r  t o  read: 

Chapter 87. A L A S K A  RAILROAD A U T H O R I T Y  

A R T ICLE 1. CREATION A N D  ORGANIZATION 

Sec. Ul4.87.010. A L A S K A  RAILROAD AUTHORITY CREATED. There is 

created the A laska Railroad Authority. The authority is a p u b l i c  

corporation of the state in the Department of T r a n s p o r t a t i o n  a n d  Public 

Facilities, but with a separate and independent legal existence.

I 1 5  Sec. UU.87.015. M E M B E R S H I P  OF THE AUTHORITY. T he a u t h o r i t y

consists of a five m e mber b o a r d  of directors: four p ublic m e m b e r s

appointed b y  the Governor and confirmed b y  the legislature in joint 

session, one member to have experience in each of the f o l l o w i n g  us e r  

industries in Alaska: agriculture, minerals, petroleum, and tourism: A M b

The Commissioner of T r a n s p o r t a t i o n * the Commissioner of R e v e n u e  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 b o a r d  shall elect one 

m e m b e r  as chairman. Other officers m a y  be elected as the bo a r d  

determines. The powers of the authority are vested in the board.

Three directors of the authority constitute a quorum. A c t i o n  m a y  be 

taken and motions and resolutions adopted b y  the a u thority at a m e e t i n g  

by the affirmative vote of at least three directors. The directors 

serve without compensation, but they are entitled to t he same t r a v e l  

expenses and per diem provided b y  l aw for board members.

Page 2, line 8: develop a long range rail t r a n s p ortation plan for

A l a s k a  to assist development o f  the states resources and p r o v i d e  for 

inter-community transportation: and initiate dedication o f  corr i d o r

rights-of-way over federal, state, and private lands in c o n f o rmance 

w i t h  the plan.



%  O f f e r e d  in t h e  H O U S E :  B y :  R o g e r s

T o : __________________________________H O U S E  B I L L  N o ,  u

S E N A T E  B I L L  No, _________

P a g e :. _ 4 _________________________  L i n e : 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."

H 70

m



JUNEAU ALASKA

A l a s k a  ^ t a L  | l E S t s I a h t t E
V-

p b u & e

TRANSPORTATION COMMITTEE

HB 12 A n  Act creating the Alaska Railroad Authority (Moss)

The Bill adds a n e w  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 AO yr maturity 

Trust Inductures & Agreements

Validity of Pledge -intent to make pledge of bonds valid & binding 

from time pledge is made 

Nonliability of Bonds--no liability or accountability of authority 

members. Bond indebtedness is the liability of the authority 

only--not state or political subdivision 

Pledge of State--Agrees not to imp a i r ,l i m i t , 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, improve bonding status. This sectipn basically states 

that real & personal property, income, 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 is or may be authorized.

Comments from Pappy Moss:

This bill will install 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.



T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A
'E L E V E N T H  LEGISLATURE 

FISC A I, N O T E

I. R E Q U E S T  

Bill/Resolution No.. 

Title_______________

House Bill #12

An Act Creating the Alaska Railroad Authority

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

II. F I S C A L  D E T A I L
Agency Affected____________Department of Transportation & Public Facilities

Program Category Affected Transportation _

B R U ,  Program, or Subprogram(s) Affected Planning & Programming

(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

T O T A L

F U N D I N G  (Thousands of Dollars)

G m i R A J L E U N D L
F E D E R A L  F U N D S

O T H E R  (Specify Fund S o u rce)_____

P O S I T I O N S

F U L L  TIME ______  / ______sz. ____ V* -

PART TIME I ' / X .
TEM PORARY . ............. /

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

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

IV. D A T E __
2/13/81

 P R E P A R E D  B Y

A G E N C Y  ______

P H O N EOriginal: Legislative Finance 

cc: Budget and M a n agement

Prime Sponsor (First Legislator N a m e d )

Dennis Dooley

"d o t / p f

465-2470

■fee»r

33-001  (Rev. 12/79)



O f f e r e d  i n  t h e  HOUSE: B y : , . _ R o g e « .

To:____________________ HOUSE BILL No, i 2.-
SENATE BILL No. _____

P a g e :. _ 4 _________________________  L i n e : 17

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

9
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."

H 70
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House o f  Representatives

Rep. Bette Cato, Chairman

C o m m i t t e  o n  T r a n s p o r t a t i o n
Pouch V  

State Cap ito) 
Juneau , A laska 99811 

(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

SunEl 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 D e v e l o p­
ment Council supports the following:

(1) That t h ^ S t a t e  of Alaska take^?ke necessary steps 
toc a&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.

•u) A i w a ,  c f *
*2ftrOv\ CUO

U  Ov6



Aniotki Hall 
P.O. Box 149

Galena, Alaska 99741 <
Telephone (907) 656-1281

M E M O R A N D U M

O  n

TO: Senators and Representatives
Alaska State Legislature

FROM: City Manager Janies R. Filip

SUBJECT: City of Galena Resolution No. 81-9

DATE: April 16, 1981

On behalf of Mayor Vernon White and members of the Galena 
City Council I 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.



( S t f r g f l t B r f h n v f t

A nto tk i H a ll 
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



M a r c h  1 6 ,  1 9 8 1

R E P R E S E N T A T IV E  S A L L Y  S M IT H  • 321 C H U R C H  S T R E E T  • FAIRBANKS, ALASKA S S 7 0 I  • IN JUNEAU: P C U C H  V  • J U N E A U ,  ALASKA B S S tl

HOUSE OF REPRESENTATIVES

' ■ AR 1 7

O s c a r  L. V e n a b l e  

3 3 0  W e d g e w o o d ,  //7 

F a i r b a n k s ,  A l a s k a  9 9 7 0 1

D e a r  O s c a r ,

T h a n k  y o u  f o r  y o u r  l e t t e r  s u p p o r t i n g  a s t a t e - o w n e d  

r a i l r o a d .  S t a t e  o w n e r s h i p  o f  t h e  A l a s k a  R a i l r o a d  is 

b e i n g  d i s c u s s e d ,  b u t  a b i l l  h a s  n o t  b e e n  i n t r o d u c e d  

t h a t  w o u l d  a p p r o p r i a t e  m o n e y  to a c t u a l l y  b u y  it.

Y o u  h a v e  m a d e  s o m e  v e r y  g o o d  p o i n t s  i n  y o u r  l e t . e r ,  

a n d  I t h o r o u g h l y  a g r e e  w i t h  y o u r  p o s i t i o n .  H o u s e  B i l l  

1 2  a n d  S e n a t e  B i l l  2 2 1  h a v e  b e e n  i n t r o d u c e d  w h i c h  w o u l d  

e s t a b l i s h  a n  A l a s k a  R a i l r o a d  a u t h o r i t y  w h o s e  g o a l  w o u l d  

b e  to w o r k  w i t h  t h e  f e d e r a l  g o v e r n m e n t  t o w a r d  p u r c h a s i n g  

t h e  A l a s k a  R a i l r o a d  ' H o u s e  B i l l  12 is i n  t h e  H o u s e  T r a n s ­

p o r t a t i o n  C o m m i t t e e  a n d  a c o p y  o f  y o u r  l e t t e r  h a s  b e e n  

s e n t  to C o m m i t t e e  C h a i r  B e t t e  C a t o .  S e n a t e  B i l l  2 2 1  is 

i n  t h e  S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e  so I ' v e  s e n t  a 

c o p y  o f  y o u r  l e t t e r  to C o m m i t t e e  C h a i r  B i l l  R a y  a s  w e l l .  

Y o u r  l e t t e r  w i l l  s h o w  p u b l i c  s u p p o r t  to t h e  C o m m i t t e e  

m e m b e r s .  If y o u  h a v e  f u r t h e r  c o m m e n t s  a b o u t  t h e s e  b i l l s ,

I u r g e  y o u  to c o n t a c t  R e p r e s e n t a t i v e  C a t o  a n d  S e n t a o r  R a y  

a t  P o u c h  V, J u n e a u ,  9 9 8 1 1 .

T h a n k s  f o r  t a k i n g  t h e  t i m e  to w r i t e  a n d  e x p r e s s  y o u r  

o p i n i o n  o n  t h i s  i s s u e .

S i n c e r e l y ,

S a l l y  S m i t h

A l a s k a  S t a t e  R e p r e s e n t a t i v e

c c :  R e p .  C a t o

S e n .  R a y



^ ^ p-*-csL*cJl.t

J

" b L  - A  £ X x - ^ V e r j » — ,* ^ £ L * x .  ^ O - K $ O  , <$- < L A M ~± JUu c  - t .

*  •■ w ,  t l o u y i O  c l - J ^ M / h .

L a *  , - ^ - i a t c ^ t Z .

y J l w ~ c ( L / & * - e Q y  s l ^ s u - r u c J L ^3l Cl— U A ,

O— - ^ o c t t -  /js Z L &

AS-
~ t j £/ u



A R C i l l J I E N T

O f p g i E B  m  T H E  H O U S E :  B v : _______________________________

Ta: «   HOUSE SILL Ho. J2

■ S E t t r i E  B I L L  t o .  ___________________________

Pa«e: l    LjWe: _a__

Delete Sections 1 through 7-.

I'^ert in its place:

* r*
* Section 1. ALASKA RAILROAD N E G O T I A T I N G  COMMISSION.

(a) There is established in tbe Department of Transportation 

and Public Facilities the Alaska Railroad N e g otiating Commission.

(b) The Ala s k a  Railroad Nego t i a t i n g  Commission consists of 

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, t o u rism industries, regional corporations or 

other r a i lroad user groups. A m e m b e r  of the commission must 

be a resident and qualified voter of the state and shall comply 

w i t h t t h e  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 d i e m  and travel expenses authorized by law for boards 

and commissions.

fl<.4utic) The Alas k a  Railroad N e g o t i a t i n g  Commission shall 

Ott&n* d i s c u s s i o n s  with the federal government concerning ■ ty'1
UJ. 'I

the transfer of ownership of the Alaska Railroad to the state 

/or to private enterprise) and  ̂ concerning]! additional •"access to 

other areas of Alas k a  not presently served by the Alaska 

Railroad. The commission shall also discussions w i t h

the federal, provincial and territorial governments of Canada 

[a.s well as interested private parties]}concerning the incorporatior 

of t h e’Al a s k a  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



A M E N D M E N T

By : _________

.HOUSE BILL No. 12 <Fin>
SENATE BILL No. ________

L i n e : _____________

Amendment N o . continued

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

(d) The House Committee on T r ansportation and the 

Senate Committee on Transportation shall have oversight 

responsibilities for the on-going w o r k  of the Alaska 

Railroad Negotiating Commission.

Offered in the HOUSE: 
To; cs

P a g e :



REPRESENTATIVE SALLY SMITH • 321 CHURCH STREET • FAIRBANKS. ALASKA 9 9 7 0 1  • IN JUNEAUi POUCH V • JU N EA U . ALASKA 9 9 S 1 I

B O X  8 1 0 2 3

F a i r b a n k s ,  A l a s k a  9 9 7 0 8  

D e a r  M r .  C a r r :

T h a n k  y o u  f o r  y o u r  m e s s a g e  c o n c e r n i n g  y o u r  o p p o ­

s i t i o n  to a s t a t e - o w n e d  r a i l r o a d .  S t a t e  o w n e r s h i p  of 

t h e  A l a s k a  R a i l r o a d  is b e i n g  c o n s i d e r e d ,  b u t  a b i l l  h a s  

n o t  b e e n  i n t r o d u c e d  t h a t  w o l d  a p p r o p r i a t e  m o n e y  to 

a c t u a l l y  b u y  i t.

Y o u  h a v e  m a d e  s o m e  v e r y  g o o d  p o i n t s ,  a n d  t h e y  

d e f i n i t e l y  d e s e r v e  c o n s i d e r a t i o n .  H o u s e  B i l l  1 2  a n d  

S e n a t e  B i l l  2 2 1  h a v e  b e e n  i n t r o d u c e d  w h i c h  w o u l d  e s ­

t a b l i s h  a n  A l a s k a  R a i l r o a d  A u t h o r i t y  w h o s e  g o a l  w o u l d  

b e  to w o r k  w i t h  t h e  f e d e r a l  g o v e r n m e n t  to d e t e r m i n e  

i f  p u r c h a s i n g  t h e  A l a s k a  R a i l r o a d  is f e a s i b l e .  H o u s e  

B i l l  1 2  i s  in t h e  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e  a n d  

a c o p y  of y o u r  l e t t e r  h a s  b e e n  s e n t  to C o m m i t t e e  C h a i r  

B e t t e  C a t o .  S e n a t e  B i l l  2 2 1  is in t h e  S e n a t e  T r a n s p o r ­

t a t i o n  C o m m i t t e e ,  s o  I ' v e  s e n t  a c o p y  of y o u r  l e t t e r  

to C o m m i t t e e  C h a i r  B i l l  R a y  a s  w e l l .  Y o u r  m e s s a g e  

w i l l  s h o w  p u b l i c  s u p p o r t  to t h e  C o m m i t t e e  m e m b e r s .  If 

y o u  h a v e  f u r t h e r  c o m m e n t s  a b o u t  t h e s e  b i l l s ,  I u r g e  y o u  

to  c o n t a c t  R e p r e s e n t a t i v e  C a t o  a n d  S e n a t o r  R a y  at 

P o u c h  V, J u n e a u ,  9 9 8 1 1 .

T h a n k s  f o r  t a k i n g  t h e  t i m e  to e x p r e s s  y o u r  o p i n i o n .

M a r c h  31, 1 9 8 1

B r u c e  E. C a r r

S i n c e r e l y ,

S a l l y  S m i t h

A l a s k a  S t a t e  R e p r e s e n t a t i v e

c c :  R e p .  C a t o

S e n .  P a y
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TO :  R E P S .  B E TT IS W O R T H , BROWN^ FANN ING /  RANDOLPH, ROGERS AND SM ITH _
S E N S .  BENNETT ,  FAHRENKAMP AND PARR

FROM: BRUCE E .  CARR ,  BOX 8 1 0 2 3 ,  FA IRBANKS  9 9 7 0 8  4 7 9 - 3 7 4 7  7

= R E :  STATE OF ALASKA BUY ING  THE ALASKA RA ILROAD f

I  AM AGAINST THE STATE BUY ING  THE RA IL RO A D .  GOVERNMENT SHOULD NOT BE IN  
5 C O M PET IT IO N  W ITH P R IV A T E  E N T E R P R I S E .  TRANSPORTAT ION I S  THE LARGEST PR IV A TE  
, ; EMPLOYER IN  THE FA IR BAN KS  AREA AND THE RA ILROAD COMPETES WITH AND TAKES 

B U S IN E S S  AWAY FROM THE PR IV A T E  TRUCK ING COMPAN IES .  BUS  COMPANIES .  S H I P  AND 
I .  A I R L I N E  COM PAN IES .  THE TAXES P R IV A T E  E N T E R P R IS E  PA YS  S U B S I D I Z E S  T H E IR  S

COM PET ITO R .



•^OgggED (Ductfoeidt) 

IET IER  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; 

PURPOSE OF AUTHORITY

in bee. 44.87.030, pg 3 

(Hayes)



Proposed Amendment: Should amendment by Hayes to include Sec. 7, < 

in Letter of Intent fail, Zharoff proposes to

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

aforementioned sections.

!, & 9, pg 10 

include

the



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

Section 1. LEGISLATIVE FINDINGS, (a) 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.





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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P L E A S E  N O T E :  T H E  F O L L O W I N G  P A G E S  W E R E  T R E A T E D  

A S  A  U N I T  I N  T H E  O R I G I N A L  D O C U M E N T



page 1
line 17 - Delete ", the commissioner of revenue, and the

commissioner of commerce and economic development." 
and insert in its place "and four m e m b e r s  of the 
public w h o  represent the petroleum, mining, a g r i­
culture, or tourism industries or other r a i l r o a d  

( user groups. The four public m e m bers shall be
appointed by the governor and shall serve staggered 
four-year terms." 

line 20 - before "member" insert "public",
line 21 and 2k - change "two" to "three".
line 27 - Delete entire section and insert in its place n e w

section "Qualifications, powers, a n d  duties of
officers and directors." (See a t t achment A.)

page 2
line 6 - Delete entire section and insert in its pl a c e  

"PURPOSE OF THE AUTHORITY. The purp o s e  of the 
a uthority is to plan, acquire, construct, operate, 
and mainatain, or sell railroad facilities in the 
state, as p r o vided for by law."

page 3
after line 13 - insert

"(15) r e c ommend to the legislature
(A) meth o d s  of expanding and im p r o v i n g  
railroad facilities in the state, and
(B) financing proposals if the authority 
finds that a project cannot b e  financed 
b y 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 t r ansportation 
b etween 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 E c o n o m i c  D e v e l­

opment ,■ Natural Resources, Community and R e g i o n a l  Affairs,
Law, and Labor, £the Division of P l a nning and.jth^-Dpypl nprnpnt 
of Policy']! and the University of Alaska^ 'sK a l l consider al. 
the options for transfer of the Alaska R a i l r o a d  to non- 
federal control. The task force shall present.its recom- 5 
mendations to the legislature on or before ApSa-l 1, 1982. pcio
(b) The Alaska Railroad Authority shalhftonstruct railroad
facilities b e t ween Fairban§k and Delta and shall plan If
railroad facilities between Delta and the A l a s k a  border. 7



(c) The authority shall initiate discussions w i t h  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 r a i l r o a d  
extensions' within'^tKe^Ttatef'and shall report its findings 
and recommendations to the legislature.
(e) The authority m a y  purchase rolling stock, terminals, 
and any associated storage and transportation facilities, 
including but n o t  limited to grain and coal h a n d l i n g  
facilities, as are n e e d e d  to fulfill its purposes.
(<f y jThe"authurlty— shal-1— in-i-t-i aFe^dedn ratdon a f — eerrdrdor 
ni^ht^^f^way~'over- federal-,— s^4^eVv.and^r±vame--4andrsi.

f t

(ytSluff-



§ 44.83.040 A laska Statutes § 44.83 0:o

Sec. 44.83.040. O ff ic e rs jm tL q u o ru m . The director shall elect w* 
of the directors a t  l a r g g ^ c h a i r m a n  and o ther officers they dclerrmr* 
desirab le .T he p o w p r lo f th e a u th ) r i ty  are  vested in  thedirector*, 
th ree  d i r e c to ry jf th e  au th o rity  o n stitu te  a quofiunrAction mny I* 
taken  and m dtions and  reso lu t ons adop tp tP by/the  authority at t 
m eetingby/heafT irm ativevoteol& U oasfthreedirectors.T hedirectcr*  . 
of the au tho rity  serve w ithou t com pensation, bu t they shall reccivr i)* 
Borne travel pay and per diem  as provided by law  for board membn 
(§ 1 ch 278 SLA 1976; am  § 3 ch 156 SLA 1978)

E ffe c t o f  am e n dm e n t . — T he  1978 large" for "pub lic members'* in Or <»* 
am endment substituted "directors a t sentence.

Sec. 44.83.045. Q u a lif ic a tio n s , pow ers ,, a n d  du tie s  of officm 
a n d  d ire c to r s , (a) T he directors a t  large  m ust be residents and 
qualified voters of A laska and  shall comply w ith  the requirement!«/ 
AS 39.50 (conflict o f in terests). The directors a t  large shall « n t  
four-year term s. The four original d irectors a t  large have terms ofce*.
two, th ree, and  four years, respectively.

(b) A vacancy in a d irectorship  occurring o ther than by expirntu* 1/ 
a  term  shall be Tilled in  the sam e m anner as the  original uppoinlrwut
bu t for the unexpired portion of th e  term  only.

(c) The au tho rity  shall employ un executive director who may.**'.) 
the approval of the au tho rity , employ additional staff as ncceMjrj h 
addition to its  s ta ff  o f reg u la r employees, the authority mny cnr-t/i«* 
for and engage th e  services of legal und bond counsel, c o n m h im u  

experts, and financial and technical advisors the authority 
necessary for the  purpose of conducting studies, in m tip ti'"*  
hearings, or o ther proceedings. T he board of directors shall
the com pensation o f the  executive director. The executive din*'"* 
the au tho rity  is subject to th e  provisions of AS 39.25. (8 -I ch l!4 ft.*

1978)__________________________________________________________

S ec. 44.83.050. S ta ff .
Repealed by § 23 ch 156 SLA 1978.

\
1

Editor'd note, -^HtlTrqlBnlud section 
derived from S L 'm  270, SI,A 197G.

/  A r t ic le  2>Rur|H>s<rTtn3 Pow ers.
Section Suction
70, I'urpouo of the uuthorily 90. Power conlrucU end tb*
80. Piiwurw of the authority ____________ UtiliticH Commt'Oin

144.83.080 S t a t e  G o v e i i n m e n t

constructing, acquiring , financing and operating  power pr 
facilities lim ited to fossil fuel, wind power, tidal, geo 
hydroelectric, o r solar  energy production and  w aste 
conservation facttttiesTuT 1 ch 278BLA 1976; am 8 5 ch 156 SI

Effect of am en dm e n t . — The 1978 "hydroelectric and fossil fue l | 
im tndmonl substituted the language projects" a t the end of the secti 
th in n in g  "power production fu c ili l ic s ” for /

See. 44.83.080. P o w e rs  o f  th e  ju ith o r i ty . In fu rtheran t 
corporate purposes, the  au th o ritv jia s  the  following powers i n ; 
to its other powers: /

tl) to sue and bo sued; /
(2) to have a seal and afte r i t  o t pleasure;
<31 to m ake and a ltd r bylaw s for its organization and i 

management; /
(4) to m ake ‘r u l e /  and regulations governing the  exercis 

corporate powers; [
(5) to acquire, w hether by construction, purchase, gift or let 

to improve, equip, opbrqte, and m ain ta in  power projects;
(6) to issue bonds to cafry-uiut any of its corporate purpo: 

pwcra, including the acquisition DKconstruction o f a projec 
v*ncd or leased, as lessor or lessee, byHhe au th o rity , or by t 
;«rwn, or the acquisition of any  in terest m a project or any r 
n parity of a project, the estab lishm ent or fnpreasc of re se rve s  to 

ir to pay the bonds or in terest on them , a /d  the  paym ent o f ali
or expenses of the au th o rity  incident to and  necessc 

"'•.irnicnt to carry  out its corporate ourposes and powers;
’< to fidl, lease as lessor or lessee, exchange, donate, conv 

*tc«ml>er in any m an n er by rnorlgage or by creation of any  
^ ’•snty interest, rea l or personal property owned by it, or in wh 
*« »n interest, when, in the Judgment of the au tho rity , the acti 
" -W.hornnco of its co rp o ra /' purposes;

*' to accept gifts, g ran ts  / r  lonns from, and e n te r into contrnc 
transactions regard ing  them , w ith any person;

,|' to deposit or invest Rs funds, subject to agreem ents * 
'aoifibildpra;

M to enter into contracts with the U nited S ta tes or any  person, 
•tfwt to the laws of the U nited S ta tes and subject to concurrent 
** " fila tu re , with a foreign country or its  agencies, for the  finnnc 
‘•'Auction, acquisition, operation and m ain tenance of ull or any | 
■* ‘ 1'i'uer project, c ith e r inside or outside the  s ta te , and for the  sal
•■WHlttUjjOn of D O lV m 1 f»*/\r». n  —-------------- -  ’  1 *



§ 44.83.190

(2) repair o r ^ c o n s t r u c W i  of

^ 3 ) desi^tt^a'cquisition-or construction riecessa'ry"to complete 

project for which bonds have been issued. (§ 24 ch 83 S L A  19ROi

§ 44.B3.2v,

Sec. 44.83.190. A n n u a l  audit. T h e  authority shall have its 

cial records audited annually by a certified public accountant. T:* 

legislative auditor m a y  prescribe the form a n d  content of the financu] 

records of the authority and shall ha v e  access to these records at c n  

time. (§ 1 ch 278 S L A  1976) ^

Sec. 44.83.191. Limitations o n  issuance of b o n d s  by tf* 

authority. T h e  authority m a y  not issue bonds except after 60 chv* 

notification of its intent to issue bonds is given to the governor and t& 

the legislature, if the legislature is in session, or to the Legislate 

Budget and Audit Committee, if the legislature is not in session, t} 2 4 

ch 83 S L A  1980)  .

Sec. 44.83-195. O p e r a t i o n  of 'projects, (a) W h e n  a project u 

operated by the authority, the authority shall enter into'"ohe or n o n  

contracts for thp-sSTtTbf electrical/power from the,project. A  contract

'under this section^hall requirements of AS
/

entered int 

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. (§ 24 ch S3

S L A  1980)

Sec. 44.83.200. A n n u a l  report. Before M a r c h  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. (§ 1 ch 278 S L A  1976)

Sec. 44.83.210. Appropriations a n d  reports, (a) Notwith­

standing a n y  other provision in this chapter, the authority is subject to 

the provisions of the Executive Budget Act ( A S  37.07).

(b) T h e  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 coj'j  

in excess of the original cost estimates submitted for each project wher. 

that project w a s  originally approved by the legislature. (§ 1 ch 278 SLA 

1976; a m  § 19 ch 156 S L A  1978)

E ffect o f am endm en t. — The 
amendment rewrote this section

1978

Sec. 44.83.220. Public records; o p e n  meetings. The provisions*^ 

A S  09.25.110 —  09.25.120 and A S  44.62.310 —  44.62.312 apply to t-*

authority. T h e  authority shall publish a proposed agenda of its 

meetings and afTord the public an opportunity to be heard in accord­

ance with A S  44.62.312. (§ 1 ch 278 S L A  1976)

•I-x

* 44.83.224 S t a t e  (

authority. T h e  authority shall 

jneetings a n d  afford the public i 
.ace with A S  44.62.312.’(§ 1 ch

Sec. 4 4 . 8 2 ^ 2 A ^ L o n g - t e r m  > 
Commerce and Ecoribmic De v e  

shall, after public heatings, prej 

energy plan. T h e  plan/and its ai 

die commissioners of/the depart 

government for review a n d  to • 

approval, the plair shall be s u b m  

February 1 of ̂ a c h  year. T h e  ] 

include

(1) an "end-use” study examii 

amount of energy used a n d  the ;

(2) 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 / a l ^ a n d  the consi<

(3) an energy conservation cor

(A) conservation goals for 

identifying the region for which 

energy to w hich the goals are aj

(B) specific m e thods a n d  m e a r  

paragraph;

(4) a c o m p o n e n t  tor emerge 

applicable during times of emerj

(5) a report on areas or subjei 

demonstration projects involvin 

energy sources, a m i  energy cons 

5 25 ch 83 S L A  >980)

Effect of am en d m en t. — The 198 
^ n d m e n t  rewron? the section.

E ditor’s note. -4  As 44.83.180, referre

Sec. 44.83/230. Definitions, 

requires otherwise,

(1) "authority" m e a n s  the Als 

mis chapter;

f2) "bonds" m e a n s  bonds, notes 

^ u e d  under this chapter;

v v t> ” -v rra  s ’,* *



A M E N D M E N T

O f f e r e d  i n  t h e  H O U S E :  B y : _  Ken Fanning_________

T o : _ pransnortati on Cornm^. ____ H O U S E  B I L L  No, _ « ____________________

S E N A T E  B I L L  No, ____________ _

P a g e : __j _______________________  L i n e :_________________________

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

Include new section

k 0 t 5 j \  Section 2 (a) A task f o r c e   [and] the University of Alaska and
V  * three members of the private sector, appointed by the Governor.

(b) .... The Alaska Railroad Authority shall submit 
recommendations fo  the legislature and construct railroad facilities 
between Fairbanks and Delta.

yfc new subsection (f) - subsections a, b r c, and d of this section 
require legislative approval prior to any final action.
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In t ro d u ced : 2 /4 /8 1
R e fe r r e d :  T ra n sp o r ta t io n  
and S ta te  A f f a i r s

B Y  MOSS,RO G E R S , B R O W N  A N D

I N  THE H O U S E  BETTI SWORTH

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 44 is amended by adding a new chapter to read:

CHAPTER 87. ALASKA RAILROAD AUTHORITY.

ARTICLE 1. CREATION AND ORGANIZATION.

Sec. 44.87.010. ALASKA RAILROAD AUTHORITY CREATED. There is 

created the Alaska Railroad Authority. The authority is a public cor­

poration of the state in the Department of Transportation and Public • 

Facilities, but with a separate and independent legal existence.

Sec. 44.87.015. MEMBERSHIP OF THE AUTHORITY. The authority con­

sists of the following board of directors: the commissioner of trans­

portation and public facilities, tha commissioner of revenue, and the 

commissioner of commerce and economic development.

Sec. 44.87.020. OFFICERS AND QUORUM. The board shall elect one -  

member as chairman. Other officers may be elected as the board deter­

mines. The powers of the authority are vested in the board.

directors of the authority constitute a quorum. Action may be taken

and motions and resolutions adopted b y  the authority at a meeting by 

the affirmative vote of at least two directors. The directors serve 

without compensation, but they are entitled to the same travel expenses 

and per diem provided by law for board members.

Sec. 44.37.025. STAFF. The authority shall employ an executive 

director who may employ additional staff as necessary. In addition to 

its staff of regular employees, the authority may contract for and

. -1- HB 12
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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 is 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

statej

(7) issue revenue bonds for the acquisition, construction, 

or improvement of railroad facilities in the statei

(8) 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, in 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,

-2- HB 12



a private organization or other source;

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

bondholders;

(11) contract with any person for the improvement, construe-
* * ; 

tion, acquisition, operation and maintenance of its railroad facilities,

or for the security of bonds issued b y  the authority;

(12) establish, levy, and collect fares and other charges for 

the use of its railroad facilities;
* ' * * * , t

(13) enter into contracts or agreements 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, (a) The authority may 

issue bonds in 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 bear interest at the rate or rates, be in the
» i

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

-3- HB 12



* .

1 provide.

2 (c) All bords, regardless of form or character, shall be negoti­

3 able instruments for all the purposes of the Uniform Commercial Code.

4 (d) All bonds may be sold at public or private sale in the manner,

5 for the price or prices, and at the time or times which the authority

6 may determine.

7 (e) The superior court has Jurisdiction to hear and determine

8 actions or proceedings relating to the authority, including actions or

g proceedings brought b y  or for the benefit or security of a holder of

10 its bonds or by a trustee for or other respresentative of the holders.

1 1 Sec. 44.87.045. TRUST INDENTURES AND TRUST AGREEMENTS. In the

12
discretion of the authority, an issue of bonds may be secured by a

13
trust indenture or trust agreement between the authority and a corporate

14
trustee (which may be a trust company, bank, or national banking

15
association, with corporate trust powers, located inside or outside the

16
state) or by a secured loan agreement or other instrument or undur a

17
resolution giving powers to a corporate trustee by means of which the

18
authority may

19
(1) make and enter into any covenants and agreements with

20
the trustee or the holders of the bonds which the authority may deter­

21
mine to be necessary or desirable, including, without limitation,

22
covenants, provisions, limitations and agreements as to

23
(A) the application, investment, deposit, use and dis­

24
position of the proceeds of the bonds of the authority or of money

25
or other property of the authority or in which it has an interest;

26
(B) the terms and conditions upon which additional

27
bonds of the authority may be issued;

28
(2) p l e d g e , mortgage or assign money, leases, agreements,

2? property or other assets of the authority; and

-4- HB 12



(3) 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 lien 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. (a) 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. (a) The state pledges to

-5- HB 12



and agrees with the holders of bonds issued under this chapter 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 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 them, 

and all costs and expenses in 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 is 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, in a contract 

with a federal agency.

Sec. A A . 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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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, investment 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 d e l u d i n g  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

(1) "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.

-7- KB 12
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P L E A S E  N O T E ; T H E  PR E C E D IN G  PA G ES H E R E  TREATED 

A S A U N IT  IN  T H E  O R IG IN A L  DOCUMENT,



"  •

• .St a t p I pniQ h t imp

TRANSPORTATION COMMITTEEHFARINGS
•SC'S

DATE: ^
LOCATION: ( ^
SUBJECT: iQ

HERE TO HERE TO



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

• T W E L F T H  L E G I S L A T U R E

F I S C A L  N O T E

I. R E Q U E S T
Bill/Resolution No. HB 12 (Moss. Rogers. Brown and Bett isworth )___________
Title An Act creat ing the Alaska Rai lroad Authori ty_________________________
Requested bv Representative Moss________________________________Date 2/9 /81 '

II. F I S C A L  D E T A I L  

Agency Affected DOT/PF
Program Category Affected C om m iss ion e r 's  O f f i c e
B R U ,  Program, or Subprogram(s; Affected Transportat ion
(Note: If m o r e  than one budget c o m p o n e n t  is affected, separate line-item am o u n t s  and funding for each 

co m p o n e n t  in the analysis section.)

E X P E N D I T U R E S  (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 2 1 8 .0
400 COMMODFTTFS (See Foot 1 0 t e  #1 )
500 EQUIPMENT 4 .0 1 .5
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L 430 .5 534.2

F U N D I N G  (Thousands of Dollar?.)

G E N E R A L  F U N D  (See Footnote #2 ) 430.5 534.2
F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

P O S I T I O N S  

F U L L  T I M E 3 5
P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III) 

A S S U M P T I O N S / E X P E N D I T U R E  B R E A K D O W N S :

A) A l l  cost estimates are in FY 81 d o l l a r s .
B) Expenditures w i l l  not commence p r i o r  to FY 82. (The Act c a r r i e s  no 

e f f e c t i v e  dace. )

*

C) 100 Personal Services FY 82
Pos i t ion Range Sala ry Overhead (77%) Total

Executive D irec to r 24 $49 ,2 00 $ 37 ,8 0 0 $ 87 ,0 0 0
Executive Secretary 10 $18 ,7 00 $14 ,4 00 $ 33 ,1 0 0
Planner V 21 $39 ,8 00 $ 30 ,6 0 0 $70 ,4 00

$19 0 ,5 0 0IV. D A T E . .  2 /19 /81 PREPARED BY . Mark S. Hickey
Original: Legislative Finance 

cc; Budget and Manag e m e n t

Prime Sponsor (First Legislator N a m e d )

33-001 (Rev. 12/80

P H O N E  4 6 5 - 2 4 7 0
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100 Personal Services ( c o n t . ) :  FY 83
Pos i t ion Range Sa la ry Overhead (77%) Total

Executive Directo r 24 $53,100 $40,900 $94,000
Executive Secretary 10 $20,300 $15,600 $35,900
Planner V 21 $43,200 $33,300 $76,500
Planner I I I 17 $32,300 $24,900 $57,200
Cle rk Typis t  I I 07 $17,000 $13,100 $30,100

$293 ,700
(These pos i t ions  r e f l e c t  the au tho r i ty  noted in the l e g i s l a t i o n  a l lowing the 
Executive D i rec to r  to employ add i t iona l s t a f f  as necessary. The s t a f f  growth 
in FY 83 is  based on the assumption o f  increased duties fo l low ing  o rgan iza t iona l  
s t ruc tu r ing  in the FY 82 y e a r . )

D) 200 T ra v e l : FY 82
Quarte r ly  meeting o f  the board o f  d i r e c t o r s ,  with an assumption o f  two 
add it iona l  o f f i c e r s  e lected by the board (average attendance = 6 ) :
Round-trip a i r  fa re  0 $300 x 6 = $1,800 
Two days per diem 0 $67 per day x 6 = $800 
Incidenta l meeting expenses = $100

Total per meeting = $2 ,700 x 4 meetings = $10,800 
Additional t rave l requirements o f  board and s t a f f :
12 t r i p s  per year 0 $600 a i r  f a re  and per diem = $7,200

FY 82 T o ta l= $18,000
FY 83 t rave l  budget r e f l e c t s  a small increase due to add i t iona l  s t a f f  
and g rea ter dut ies :  $21 , 000

E) 300 Contractua l :  FY 82 and 83
O f f i ce  Space Rental : 1 ,000 net square fe e t  @ $18 annual n s f  cost = $18,000
Bond counsel and consu ltant requirements: $200,000 T o t a l :  $218 ,000 per year

(These l a t t e r  contractual requirements r e f l e c t  the au tho r i ty  noted in the 
l e g i s l a t i o n  and are based on the assumption o f  reeded expe r t i s e  to e s tab l i sh  
the appropr iate bonding au th o r i t i e s  and the organizat iona l format o f  th is  
public co rpo ra t ion . )

F) 500 Equipment: Minor expenditures f o r  the necessary business machines are 
indicated under th is  category.



FOOTNOTES:
1 No actual estimates are provided f o r  subsequent f i s c a l  years because o f  

the d i f f i c u l t y  in predic ting le v e l s  o f  r e sp on s ib i l i t y  beyond i n i t i a l  
o rgan izat iona l s t ructur ing o f  the au tho r i ty .  I t  can be expected that 
expenditures w i l l  at l e a s t  remain equiva lent with the FY 83 l e v e l ,  with 
the necessary adjustments f o r  i n f l a t i o n ,  and depending on fu tu re  act ion 
by the Leg is la tu re ,  actual expenditures may be considerably higher.
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2 The l e g i s l a t i o n  does not address a spec i f i c  source o f  funding f o r  the 
establishment o f  th is  public co rpora t ion .  Consequently, the f i r s t  two 
years o f  funding are depicted under the General Fund category . Although 
no funding is  shown under the Federal Fund category, there are both planning 
and operat iona l assistance grants ava i lab le  from the Federal Ra i l road Admin­
i s t r a t i o n ,  U.S. Department o f  T ranspor ta t ion ,  to  aid lo ca l  r a i l  ope ra t ions .  
DOT/PF is  cu r ren t ly  the rece ip ien t  o f  r a i l  planning funds, which represents 
the major source o f  funds o f  DOT/PF's r a i l  s tudies .  However, while i t  i s  
apparent that i f  th is  public corporat ion i s  formed, i t  w i l l  become the admin­
i s t r a t o r  o f  these funds, i t  is  doubtful that the State o f  Alaska would be 
al lowed to use these funds other than f o r  technica l r a i l  planning. As a 
r e s u l t ,  these funds are not depicted as a source o f  funding f o r  the contractua l 
requirements noted above.
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TO: Lee Gorsuch

FROM: John Gray

S U B J E C T : Policy Questions Requiring Examination Prior to a Change in

Institutional Status of the Alaska Railroad

MEMORANDUM January 9, 1981

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. This expectation is based on the

perception by federal decision makers that:

e The Alaska Railroad no longer serves its « -_toinal 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;

• Mid- 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 A N C S A  

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 whi c h  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 a p p r o­

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 p o s­

sibilities;

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



o 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.

o 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.

o 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. W h i l e

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 

b e  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 w i l l  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 p r o­

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- f-irf-t-een-qua t i ons-
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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, I 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, I would emphasize that any work in this area should be 

coordinated wi t h  the continuing DOTPF rail planning program. This 

information and contacts available through their office are much more 

extensive than w e  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, in any case, be a part of intermodal planning efforts related 

to the railroad.


