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(b) A person may make written objections to the p

disclosure of information contained 1in an application, report or
document filed with the authority, stating the grounds for the
objection. When an objection is made, the board may order the
information withheld frcxn public disclosure 1f the information
would adversely affect the interest of that person; 1is not
required iIn the interest of the public; and may be protected from
disclosure consistent with the standards and practices of the-

In-fcera tafcc Commerce-Commiecion . subsection (a) of this section.

ARTICLE 4. POWERS AND DUTIES

board, by its own undertaking,

Sec. 42.40.400. GENERAL POWERS. The/-authority may:
by appropriate delegation to the Chief Executive Officer, may:
(1) adopt a seal;
(2) adopt rules and regulations;
(3) Bue and be sued;

(4) appoint officers, employees, trustees, and

agents, and prescribe their powers and duties;

(6) make contracts and execute instruments
necessary or convenient in the exercise of its powers and duties;

(7) acquire by purchase, lease, bequest, devise,
gift, exchange, the satisfaction of debts, the foreclosure of
mortgages, or otherwise, real or personal property, rights,
rights-of-way, franchises, easemer~s, and any other interests 1In
land, 1including land lying under water and appropriation of water
rights that are located in the state, taking title to the prop—
erty in the name of the authority;

(8) acquire property by eminent domain and/or by d

declaration of taking;

-16-



10

11

12

13

14

15

18

19

20

21

22

23

24

25

26

27

28

29

30

(9) hold, maintain, use, operate, lease, exchange,
donate, 1improve, convey, alienate, dispose of, mortgage,
encumber, and otherwise grant security interests in or transfer
any real or personal property including without limitation facil—
ities and® equipment;

(10) borrow money and issue 1ts bonds or notes and
provide for and secure their payment, provide for the rights of
their holders and purchase, hold, or dispose of i1ts bonds or
notes;

(11) secure the payment of 1i1ts obligations by
pledge or mortgage or other®lien on i1ts contracts, revenues,
income, Or property;

(12) contract with and accept transfers, gifts,
grants or loans of funds or property from the United States, the
state, and its political subdivisions, and in that regard comply

with che provisions of federal, state, or local programs when

necessary,

(13) acquire, hold and dispose of stocks, member —
ships, contracts, bonds, general or limited partnership interests
or otner interests iIn another corporation, association, part—
nership, joint venture or other legal entity, and exercise the
powers or rights in connection with these interests which are
provided in contracts or agreements and that are allowed by law
concerning the satisfaction of debts;

(14) undertake the management operation, main-—
tenance, use, and control of all of the properties of the Alaska
Railroad including without limitation, the tracks, equipment and e
other property transferred to i1t by the federal government or by

any person;

-17-



Page 18

Line 6 The word "Authority" should be changed to "board."

Line 9-10 (17) It should read "lend the authority®"s funds, property,
credit or services for authority purposes."”



(15) undertake or provide for the acquisition,
construction, maintenance, equipping, and operation of con—
necting, switching, terminal, or other railroads and railroad

facilities in the state;

(16) recommend to the legislature and the governor
any tax, financing, and security measures 'ﬂm/E;E¥%0rity-considers
appropriate for maximizing the public interest in the operation
of the railroad;

the authority"s

(17) lend/-i1te funds, property, credit or services
for authority purposes;

(18) consent to the modification of the rate of
interest, time of payment of an installment of principal or
interest,or c"-.her terms ofa loan, contract, or agreement of any
kind towhich the authority is a party;

(19) include 1n any borrowing the amounts
necessary to establish reasonable reserves and pay financing
charges and interest on the obligations for a reasonable period
after which the authority estimates funds will Dbe otherwise
available to pay the 1interest, consultant, advisory, and legal
fees, and such other expenses as are necessary or incident to
this borrowing;

(20) maintain offices and facilities at places it
may designate;

(21) purchase the authority®"s bonds at a price not

more than the principal amount of them plus 1interest;

(22) cancel bonds purchased under 42.40.400(21);
(23) apply to the appropriate agencies of the

state, the United States, and to a foreign country and other
proper agencies for the permits, licenses, or approvals as may be

necessary to construct, maintair. and operate transportation

-18-



Page 19

Line 25 Between the word "on" and the work "property" the phrase "or
to" should be inserted. The change 1is requested to allow
the security force to act as state law enforcement officers
for violations that occur t”~ property owned, managed or
transported by the authority but that do not occur on
property owned, managed or transported by the authority.



services, and to obtain, hold and reuse the licenses and permits
in the same manner as other persons or operating units;

(24) prescribe rates to be charged for services
provided by the Alaska Railroad;

(25) determine the routes, schedules, and types of
service to be provided by the Alaska Railroad;

(26) enter into contracts, leases, and other
agreements with connecting carriers, shippers, and other persons
concerning the service, activities, operations, properties and
facilities of the railroad, 1including contracts, leases and other
agreements that contain provisions intended to preserve and
expand the railroad®"s traffic base;

(27) plan for and undertake expansion of the
railroad and railroad activities, 1including extension of the
Alaska Railroad"s rail system and acquisition and operation of
other modes of transportation service connecting to the
railroad®"s rail service;

(28) adopt regulations designed to safeguard prop—
ertyowned, managed or transported by the authority, to protect
employees and persons using the authority"s property or services,
and to promote safe, healthy, secure, and effective railroad
operations, which regulations shall have the force of law and be
enforceable in the same manner as civil and criminal statutes of
the state; and maintain a security force to enforce state law and
the authority®s regulations. For violations that occur cﬁy%}gz——
erty owned, managed or transported by the authority, the security
force has the same powers and statewide jJurisdiction as state law
enforcement officers;

(29) adopt rules and regulations having the force
of law that require designated classes of proprietary and person—

nel information and communications to be confidential;

-19-



Page 20-21

line 29-30

Lines 29 - 30 of page 20 and lines 1 - 12 of page 2.1 should
be stricken. Both the Governor and the Legislative Auditors
are inexperienced 1in railroad accounting, 1in transportation
law such as the Interstate Commerce Act, and 1in business
practices as opposed to governmental practices. As a
result, information of a confidential nature 1is subject to
leakage without the safeguards of a fiduciary relationship

between an accounting firm and the authority. The Railroad
believes information in the hands of either the legislative
or governor auditor would not remain confidential. If the

Legislature and the Governor want access to audit
information, they should either be given a voice along with
the board in selecting the accounting firm or alternatively
they should be allowed access through an independent
certified accountant experienced in railroad accounting.
Only the former alternative 1is presented 1in the suggested
Railroad changes to the bill.



(20) hj.re and discharge railroad personn
determine benefits and other terms and conditions of employment,
that may be established in accordance with the obligations
imposed by the federal legislation that transfers the Alaska
Railroad to the state.
(31) -assume and- sa-tisfy-al-1- Liabilities of the-
Undrfced States-or ite -agenci-es— as—prov4ded-by-the federal transfer

legislation and-the cl-cs-ihng-r-epor-t-,—- or-ats- substantive .eg.uiva+

(32) do all things necessary, convenient or
desirable to carry out the powers and duties expressly granted or
necessarily implied in this chapter, or under other laws of the
state, or the laws and regulations of the federal government.

Sec. 42.40.410. ANNUAL REPORT. The board shall direct prep—
aration of, cert ify and distribute to the governor and to each
member of the legislature by February 1 of each year a report
generally describing the operations and financial condition of
the authority. The board may 1include in the report suggestions
for legislation lelating to the structure, powers, or duties of

the authority or relating to the operation of railroad facilities

of the authority. /after concurrence by the

legislature and the govern?2
hall have the

Sec. 42.40.420. ANNUAL AUDIT. The board/é
financial records of the authority audited annually by an inde—
pendent certified public accountant experienced 1in railroad
accounting. To the extent practicable, for the five years
following the date of transfer, the status of the assets and
liabilities specifically identified in the closing report sub—

mitted under the federal transfer legislation shall be noted in

the annual audit. -The-authority-shall,- at-ald-t-imes-during-nor-



Page 21

Line

22-28

42.40.425 (a) (1) should stop after the words "A.S.
37.07.050" on line 22. The Alaska Railroad should not be
subject to legislative auditor and the division of budget
and management unless the ARR is using State funds. An
annual 1independent audit is recommended. 37.07.050 sets
forth the requirements for "agency programs and financial
plans.”™ Nothing more need be said.
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aud-i¥W g --or—-fche legislative—-auditor cons-ido-rs—hacas-caxy,—maXa-
available to the governor®s internal auditor or the legislatij
auditor fc*x"examination all of i1ts financial records/ gjadTwill
permit the goverhqr®s internal auditor or legislative auditor to
audit, examine and malcfe”excerpts or transcpi”ts from the records,
and to maXe audits of all cofttjracts,”-invoices, materials,
payrolls, records of personnel*corlds4 1 tons of employment, provi—
sion of services and th~fates at which the services are provided
and other data related to all these matters. Abc”ss to the above
informatiorv~®hall be unrestricted, but disclosure of rt*is sub-

ject™to A..S. 42.40.340 and rules and regulations implementing”®

Sec. 42.40.425. LONG-RANGE PROGRAM AND CAPITAL PLANNING.
(a) Within 18 mon v of the date of transfer, the authority
shall prepare and the board shall adopt long-range program and

capital i1mprovement plans.

@H) The long-range program plan shall
the manner in which the authority will accomplish the purposes of
and fulfill 1its responsibilities under this chapter during each
of the five years commencing with the year in which the initial
plan i1s adopted. The plan shall provide information substan—

tially consistent with the reguirements of A.S. 37.07.050, the--—-

—format-of-which-ehal-1-be-

ration of-the- 1nht4al- pl-aivi

—-pe-rformanee- a-nd- effio-ienoy-audif-o f- the- a-utho rity-s-ccmpliance-

-wfth the-plan ----
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Page 22

Lines 4 - 7 Subsection (2) should consist of the first sentence only.
47.07.060 requires the Governor to present long-range
capital plans to the Legislature. The Railroad should be

included in that.



>(.->(-

10

11

12

13

20

21

22

23

24

25

26

27

28

29

(2) The long-range capital i1mprovement

present and explain the authority®"s anticipated capital improve—
ments for each of the five years commencing with the year in
which the initial plan is adopted. The-plan shall-without-
-tation,— include-all of the-information reg-uirad by -SeCc ~———————-——-

42-,40,700(b) together with any-other information-prescribed-by

(b) Th:- plans shall be annually revised by the
authority and adopted by the board.

(c) The authority shall provide copies of its initial
and subsequent plans to the governor and the leadership of the
legislature.

Sec. 42.40.430. USE OF AUTHORITY ASSETS. (a) The authority
shall apply all funds, property, other assets and credit of the
authority toward activities authorized by this chapter. The
authority may not issue shares of stock, pay dividends, make pri—
vate distribution of assets, make loans to council members or
employees, or engage in business for private benefit. The use of
authority funds, property, other assets or credit for purposes
not authorized by law by persons having the possession or control

of 1t 1s prohibited.

(b) Notwithstanding the provisions of this section

authority mays

(1) assist board members and employees as memberB
of a general class of persons to be assisted by an activity to
the same extent as other members of the class ar-d as long as no
special privileges or treatment accrues to the member or employee
by reason of his status or position in the authority;

(2) return to board members and employees fees,
dues or service charges originally contributed by them and

surplus to the purposes for which collected;

22—
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(3) defend and indemnify any current or former
authority employee, agent, or board member, and their successors,
against all costs, expenses, judgments, and liabilities,
including attorney"s fees, reasonably incurred by or imposed upon
him in connection with or resulting from any claim, action, or
proceeding, civil or criminal, in which he 1s or may be made a
party by reason of being or having been an authority board
member, employee or agent or by reason of an action alleged to
have been tafcen or omitted by him as a board member, employee, or
agent if he was acting in good faith on behalf of the authority
and within the scope of duties imposed or authorized by law.

This power of indemnification is not exclusive of other rights
to which authority board members, employees, and agents are

entitled as a matter of law; and

(4) purchase insurance to protect and hold per—
sonally harmless its employees, agents, and board members frcm
any action, claim, or proceeding instituted against the foregoing
individuals arising out of the performance, purported perfor—
mance, or failure of performance, 1iIn good faith, of duties for,
or employment with, the authority and to hold these individuals
harmless from expenses connected with the defense, settlement, or
monetary judgments from such actions, claims, or proceedings.

The purchase of such insurance and its policy limits are discre—
tionary with the authority board, and such insurance is not con—
sidered to be compensation to the insured individuals. The

powers conferred by this paragraph are not exclusive of any other

powers conferred by law to purchase liability insurance.

-23-



Page 24

Lines 11-25

Subsection (b) of 42.40.500 should be stricken. All of the
Railroad land should be held intact until the reversionary
period set forth in the Federal legislation 1is over. During
this reversionary period, according to a draft of the
Federal transfer legislation, 1land "converted to a use that
would prevent the property from being used to operate or
support the Railroad" would trigger either a reversion to
the United States or a payment by the State of the value of
the real property. If the Federals require a three-year
period, then during that same period the legislators can
determine whether they wish the Railroad to operate its own
coal lands or the subsurface of all its lands or they wish
the Commissioner of Natural Resources to do so. In the
meantime, the State should take no action reducing the
Railroad®"s 1interest in lands conveyed from the Federal
Government.

The Railroad, during this debate will argue for the control
of the subsurface to 1its lands. The Alaska Railroad does
have coal reserves the same as the Union Pacific Railroad,
the Burlington Northern, Inc., and the Denver Rio Grande,
etc. If the Alaska Railroad 1loses 1its mineral rights to the
State, it would reduce the potential of the ARR to earn
royalties to keep revenues above expenses and to use coal
once the petroleum era is over. Also, the right to use the
subsurface for rocks, sand and gravel and for tunnels,
ditches, and other recontouring of land 1is important to the
Railroad.



ARTICLE 5. RAIL PROPERTIES

Sec. 42.40.500. RAIL PROPERTIES. (a) The authority shall
receive from the United States and, in its own name, take title
to all rail properties transferred under the federal transfer
legislation. Till lands among che rail properties so transferred
or otherwise acquired by the authority are subject to
A.S. 38.95.010 and are not subject to classification or disposal
under A.S. 38 or other state law, except as otherwise specifi—
cally provided in this chapter.

—————————— (b>mithin -I20-days -after -trans-fer-of the-rail-proper-—
ties®, the authority shall convey to the state the subsurface
estate Of and the mineral rights in the lands among the rad
're

delivered to
the commissioner of natural resources. Th authority may reserve
in each quitclaim deed the r”~ght to e and use for the
authority®"s purposes sand, grave®<®and other construction

The erest retained by the

authority after conveyirfce to the state urM”~rthis subsection
entitles i1t to exclusive use and control of tmKsurface, complete
subjacent and/fateral support of the surface, and the right to
tunnel, >ditch, recontour, excavate and otherwise use theN”“ubsur-

face for railroad, transportation, transmission and related ptu*-

(©) The authority is authorized to litigate, comp
mise, and otherwise settle claims related to the transfer of rail
properties from the United States and to recover for breach of
warranties made or other obligations assumed by the United States
or other party 1in relation to the transfer or status of the rail

properties.
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Page 25

Lines

14-21

Subsection (f) of 42.40.500 should be deleted, because no
interest 1in real property should be disposed of until after
the termination of the Federal reversionary period during
which time any land converted from possible railroad use
either reverts to the United States or the State pays the
United States the value of the real property.
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(d) The authority is authorized to submit applications
on 1ts own behalf as a political subdivision of the state for
acquisition of interests in federal lands available under
federal law that will enhance the operations of the authority and
to receive conveyances of all the interests in its own name.

(e) The authority, as an agency of the state, may
acquire in i1ts own name from the United States under the Surplus
Property Act (50 App. U.S.C. 1622 et seq.), the Federal Property
and Administrative Services Act of 1949 as amended (40 U.S.C. 471
et seq.), or other law, property under the control of a federal
department or agency that is useful for -he authority ™ purposes
and may acquire from the Department of Administration property of
the state made available under A.S. 44.71.010 - .040.

4-f—)———Befo re di&posing—of an manteres-t—in-real -prope rty7—
other "than a leasehold, a utility or access easement, ora-"land
use permit, to a”paj”y other than the state”the---authority shall
give public notice of the""ai”sposition™irr*two newspapers of
general circulation. The authority”~h”~1 make copies of the
notice available to”lhe public at i1ts administrative office, and
mail copied of the notice to the director of the divisldn-r>f

-Legi-sl-atur-e-.—

Sec. 42.40.510. CLASSIFICATION, ACQUISITION AND MSE OF
STATE LANDS FOR RAILROAD PURPOSES. (a) The board by resolution
muy identify lands owned by or subject to selection by the state,
including tide and submerged lands, as necessary or useful for
present or intended railroad purposes. The resolution shall
include a statement of and justification for the present or
intended railroad use and the date when such use should commence.
Upon submission of the resolution and a request for classifica—

tion and conveyance to the commissioner of natural resources, the

-25-



All of subsection (c) of 42.40.510 should be stricken.

There is no need for joint management of Railroad lands.
Moreover, the joint use of Railroad lands could trigger
either the reversion of land to the United States or the
payment by the State of the value of the lands. During the
reversionary period, the legislature should determine who s
to control the land, whether it be the surface or
subsurface, and whether joint control 1is necessary.
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commissioner may temporarily classify and reserve the lands 1den—
tified in the request for railroad purposes and may temporarily
vacate a classification allowing disposal or lease of such lands
under laws or programs of the state. Such a temporary classifi—
cation and vacation will be subject to valid existing rights.

(b) Within 180 days after receiving the request,
commissioner of natural resources by departmental order shall
either (1) permanently classify the surface estate of those lands
for railroad purposes and, subject to valid existing rights, con—
vey the state®"s interests in and to the surface estate of those
lands to the authority; or (2) deny the classification and con—
veyance as not in the best interest of the state. The com—
missioner of natural resources m.\y approve in part and deny in
part the request for classification. In the absence of a reser—
vation to the contrary, a conveyance under this subsection vests
in the authority the exclusive right to extract and use sand,
gravel and other construction materials on the lands conveyed
without regard to the classification of such resources as part of

the surface or subsurface estate.

resources may agree to joint management of railroad lands and”to
conditions Ifor classification of such lands. The authority and
the commissioner oiS-jiatural resources may aqree”to periodic joint
review of state lands to determine theip”HTuitability for railroad
purposes and periodic joint revjTpw”of the status of railroad
lands to determine the nepeSsity for ttieir~continued ownership, by
the authority”jrhp-~uthority may reconvey to ti“e/state lands
that the aufh6rity and the commissi ner of natural resources

joinpktf 1dentify as unnecessary or unsuitable for the authorityls

-26-
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The words "Chief Executive Officer" should replace the words
"General Manager."

42.40.515 should be deleted wuntil such time as the
reversionary period set forth in the Federal statute s
complete, because non-railroad uses of railroad lands could
trigger the reversion of real property to the Federal
government or the payment by the State of the value of the
real property interest. During this same period, strenuous
debate can be had with legislators, the Governor and the
public as to the management and development of Railroad
land. However, the authority should have the right to use
or to develop natural resources on its lands so that its
income will be greater than its expenses.



(d) The authority®s ownership of a surface interest 1In
state land entitles 1t to exclusive use and control of the
surface, complete subjacent and lateral support of the surface,
and the right to tunnel, ditch, recontour, excavate or otherwise
use the subsurface for railroad, transportation, transmission
and related purposes.

(e) When physical conditions require that track or
other right-of-way fixtures of the authority be moved from the
existing location and relocated on state-owned lands adjacent to

chief executi\
or in the vicinity of the existing right-of-way, and the/-goneral-
ﬁxg;géer-determines that such relocation 1is necessary to maintain
safe and adequate rail operations, the authority may effect the
necessary relocation after notice to the department of natural
resources. The relocation shall be limited to land adequate to
restore or continue safe rail operations at a normal level.
Within 45 days after a relocation under this subsection, the
authority shall request classification and conveyance of the
lands for railroad purposes 1in accordance with (a) of this sec—
tion.
-DEVELOPMENT-OF- OT-br-GAS,- MINERALS- AND-

GEOTHERMAL RESOURCES ON AUTHORITY LANDS. (a) The departmentT of
natural resources, 1in accordance with A.S. 38.05, may”~lease or
otherwise develop oil, gas, minerals and geothcYmal resources
located on lands in which”he authority-tJwns an interest,
including a surface interest, upon satisfaction of the
following conditions:

(1)NTfie department of natural resources submits to
the authority™a request for authorization identifying”the
inter<Jst to be developed .ng specificity jro-

r-d-pian-for deveTopraent-of- the-interest,- pofc-ential- neg-a-fcha
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effects the proposed—development smay—-have-on -tho -authoritylo-
>erations, and measures which will be iInstituted to avert or
mitigate such effects?

(2) The authority reviews the request for authori—
zation ”"od, afte*r considering potential negative effects yind pro—
posed mitigation measures, determines that the plan of
development presents no appreciable risk of interference with the
operations of tW authority;

(3)\The department of natural resources and the
authority agree upon\a suitable requirement that the lessee or
party other than the state undertaking the/aevelopment reimburse
the authority frcm the proceeds of the development for costs
incurred by the authority and materials lost by the authority as
a result of the development; a\d

(4) The authorityXissues to the department of
natural resources a written aiyihorxVation to proceed with the
plan for lease or development. The authority may not unreason—
ably withhold its consenyto a request ftor authorization sub-—
mitted by the department of natural resources under this section.

(b) The department of natural resources shall require
a party other thanr the Gtate exercising rights under this section
to post a surety bond in an amount sufficient to secure the
authority against potential detrimental effects of tr\e activity
undertakers

(c) The department of natural resources shall maintain
an accurate record of all i1ncome received by the state from >the
.lands in which the authority has an interest and of the value
(11 subsurface conveyed by the authority to the state. The

department-of -natural-resources-ohald-prepare a yearly-summary-of

-28-



Because this subsection (b) of 42.40.520 requires the

Railroad to convey the subsurface estate to the State, the
Railroad 1is prevented from using eminent domain to acquire
subsurface resources such as coal, gravel, sand and rock.
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Buch—income-"uad- subgur-face. value and submit- it.to-the-leg-tlalaturn-

mefore March-15 -of-each year after transfer.

-fd) There

io cotefodiohcd -i-n the ot-ate -treaa-agy a fund

which is iderTt-ified as the Alaska Raiillroad Inccme”*anirr All

income received by the state

has an interes

be deposited into the

in which the authority

The fund shall

subject—to- apprepri-atlon by the- leg,Lgla tuxie-

Sec. 42.40.520.

LAND USE REGULATION. The board is

authorized to adopt regulations governing land use by private

parties having interests

in

or permits for lands owned or managed

by the authority. The power conferred by this section iIs exer—

cised for the common health,

safety and welfare of the public

and, to the extent constitutionally permissible, shall not be

limited by the terms and conditions of leases, contracts or other

transactions with private parties.

Sec. 42.40.530.

AND MATERIALS. (a)

EMINENT DOMAIN AND ACQUISITION OF PROPERTY

The authority may exercise the power of emi—

nent domain, pursuant to A.S. 09.55.240 - .460, to acquire land

or an interest therein for

chapter.

(b)

The authority may acquire a fee simple title

lawful purposes consistent with this

whenever, in the judgment of the authority, ownership of a fee

simple 1s necessary to effectuate the authority®s lawful purposes

in condemning property.

-When-the-authority-acquires- a- fee--———----

—eetahe-ho-the-state-by-a-quihe-le-i-m-deed -

(c) A.S.. 09.55.310(a)(4) and A.S. 09.55.350 do not

apply to the authority.

(d) The authority may file a declaration of taking,

under A.S. 09.55.420

effect as the state;

and

.460,

in the same manner and with the same

-2 9 -



Subsection (b) of this section 42.40.530 requires the
subsurface estate to be reconveyed to the State so this
subsection (e) would have no effect unless the subsurface or
the gravel, sand and rock part of the subsurface could

remain with the Railroad.



(e) The authority"s power of eminent domain includes,
without Jlimitation, the power to obtain material, 1including clay,
gravel, sand, or rock, the land necessary to obtain the material,
and access to the land and material.

(f) The authority may vacate land, or part of it, or
rights in land acquired for railroad purposes by executing and
filing a deed in the appropriate recording district. Upon
vacating, title reverts to the State of Alaska, 1f compensation

has been paid.

ARTICLE 6. FINANCIAL PROVISIONS

Sec. 42.40.600. BONDS AND NOTES. (a) The authority, by
resolution of the board, may issue bonds and bond anticipation
notes to provide money to carry out 1ts purposes.

(b) The principal and interest on the bonds or notes of
the authority are payable from money or assets of the authority.
Bond anticipation notes may be payable frcm the proceeds of the
sale of bonds or from the proceeds of sale of other bond antici—
pation notes or, 1if bond or bond anticipation note proceeds are
not available, the notes may be paid from other money or assets
of the authority. Bonds or notes may be additionally secured by
a pledge of a grant or contribution or other property frcm the
federal government, the state or any of its other political sub—
divisions, or a corporation, association, 1institution or person,
or a pledge of money, 1income, or revenues of the authority frcm
any source.

(c) Bonds or bond anticipation notes may be 1issued in

one or more series and shall be dated, bear interest (fixed or

variable) at the rate or rates per year or within the maximum
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rate, be in the denomination, be 1in the form, either coupon or
registered, carry the conversion or registration provisions, have
the rank of priority, be executed in the manner and form, be
payable from the sources 1in the medium of payment and place or
places inside or outside the state, be subject to authentication
by a trustee or fiscal agent, and be subject to the terms of
redemption with or without premium, as the resolution of the
board may provide. Bond anticipation notes mature at the time or
times as may be determined by the board. Bonds mature at the
time, not exceeding 50 years from their date, as may be deter—
mined by the board. Before the preparation of definitive bonds
or bond anticipation notes, the authority may 1issue interim
receipts or temporary bonds or bond anticipation notes, with or
without coupons, exchangeable for bonds or bond anticipation
notes when these definitive bonds or bond anticipation notes have
been executed and are available for delivery.

(d) Bonds or bond anticipation notes may be sold in the
manner, on the terms, and at the price the board determines.

(e) IT an officer whose signature or a facsimile of
whose signature appears on bonds or notes or coupons attached to
them ceases to be a,n officer before the delivery of the bond,
note or coupon, his signature or facsimile 1is valid as i1f he had
remained in office until delivery.

(f) Bond or bond anticipation note proceeds may not be
dedicated to activities other than those the board reasonably
determines to be specifically related to the purposes for which
the instruments are issued.

(g In a resolution of the board authorizing or

relating to the issuance of bonds or bond anticipation notes, the
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board has power by provisions in the resolution that will consti—
tute covenants of the authority, and contracts with the holders
.of the bonds or bond anticipation notes;

(1) to pledge to apayment or purpose all or a
part of 1i1tsrevenues to which itsright then exists or may
thereafter exist, and the money derived frcm the revenues, and
the proceeds of i1ts bonds or notes;

(2) to covenant against pledging all or part of
its revenues, or acainst permitting or suffering a lien on the
revenues or 1ts proparty;

(3) to covenant as to establishment of reserves or
sinking funds and the provision for and the regulation and dispo—
sition of the reserves or sinking funds;

(4) to covenant with respect to or against limita—
tions on a right to sell or otherwise dispose of property of any
kind;

) to covenant as to bonds and notes to be
issued, and theirlimitations, terms and conditions, and as to
the custody, application and disposition of the proceeds of the
bonds and notes;

(6) tocovenant as to the issuance of additional
bonds ornotes, or as to limitations on the issuance of addi—
tional bonds 0.t notes and the 1incurring of other debts;

(7) tocovenant as to the payment of the principal
of or interest on thebonds or notes, as to the sources and
methods of payment, as to the rank or priority of the bonds or
notes with respect to a lien or security, or as to the accelera—
tion of the maturity of the bonds or notes;

(8) to provide for the replacement of lost, sto—

len, destroyed or mutilated bonds or not/is,;



(9) to covenant against exten%ing the time for the
payment of bonds or notes or interest on the bonds or notes;

(10) to covenant as to the redemption of bonds or
notes and privileges of their exchange for other bonds or notes
of the authority;

(11) to covenant to create or authorize the
creation of special funds of money to be held in pledge or other—
wise for operating expenses, payment or redemption of bonds or
notes, reserves or other purposes, and as to the use and disposi—
tion of the money held in the funds;

(12) to establish the procedure, 1f any, by which
the terms of a contract or covenant with or for the benefit of
the holders of bonds or notes may be amended or abrogated, the
amount of bonds or notes the holders of which must consent to
amendment or abrogation, and the manner 1in which the consent may
be given; .

(13) to covenant as to the custody of its proper—
ties or investments, their safekeeping and insurance, and the use
and disposition of insurance money;

(14) to vest in a trustee or trustees 1inside or
outside the state property, rights, powers, and duties 1in trust
as the authority may determine, that may 1include any or all of
the rights, powers and duties of a trustee appointed by the
holders of bonds or notes of the authority, and to limit or abro—
gate the rights of the holders of the bonds or notes of the
authority to appoint a trustee under this chapter or limit the
rights, powers and duties of the trustee;

(15) to pay the costs or expenses incident to the
enforcement of .the bonds or notes or of the provisions of the

resolution or of a covenant or agreement of the authority with

the holders of its bonds or notes”,
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(16) to agree with an authority trustee that may
be a trust company or bank having the powers of a trust company
inside or outside the state as to the pledging or assigning of
revenues or funds which or in which the authority has any rights
or interest; the agreement may further provide for other rights
and remedies exercisable by the trustee as may be proper for the
protection of the holders of bonds or notes of the authority and
not othc rwise in violation of law and may provide for the
restriction of the rights of an individual holder of bonds or
notes of the authority;

(17) to appoint and provide for the duties and
obligations of a paying agent or paying agents, or other fidu—
ciaries as the resolution may provide inside or outside the
state;

(18) to limit the rights of the holders of bonds
or notes of the authority to enforce a pledge or covenant
securing the bonds or notes; and

(19) to make covenants other than and in addition
to the covenants expressly authorized 1in this section, of like or
different character, and to make the covenants to do or refrain
from doing the acts and things as may be necessary, or convenient
and desirable, in order to better secure bonds or notes or which,
in the absolute discretion of the council will tend to make bonds
or notes more marketable, notwithstanding that the covenants,
acts or things may not be enumerated in this section.

Sec. 42.40.610. INDEPENDENT FINANCIAL ADVISOR. In nego—
tiating the private sale of bonds or bond anticipation notes to
an underwriter, the board shall retain a financial advisor who 1is
independent frcm the underwriter.

Sec. 42.40.615. VALIDITY OF PLEDGE. The pledge of assets or

revenues of the authority to the payment of the principal or
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interest on bonds or notes of the authority 1is valid and binding
from the time the pledge 1is made.* and the assets or revenues are
immediately subject to the lien of the pledge without physical
delivery or further act* The lien of a pledge is valid and
binding against all parties having claims of any kind 1in tort,
contract, or otherwise against the authority, 1irrespective of
whether those parties have notice of the lien of the pledge.
Nothing in this section prohibits the authority from selling
assets subject to a pledge, except Miat a sale may be restricted
by the trust agreement or resolution providing for the 1issuance
of the bonds or notes.

Sec. 42.40.620. REMEDIES. A holder of bonds or notes or of
coupons attached to them issued under this chapter, and a trustee
under a trust agreement or resolution authorizing the 1issuance of
the bonds or notes, except as restricted by a trust agreement or
resolution, either at law or in equity, may enforce all rights
granted under this chapter or under the trust agreement or reso—
lution, or under any other contract executed by the authority
under this chapter, and may enforce and compel the performance of
all duties required by this chapter or by the trust agreement or
resolution to be performed by the authority or by 1its board mem—
bers or employees.

Sec. 42.40.625. NEGOTIABLE INSTRUMENTS. Bonds and notes and
interest coupons attached to them issued under this chapter are
negotiable instruments under the laws of this state, subject only
to applicable provisions for registration.

Sec. 42.40.630. BONDS AND NOTES ELIGIBLE FOR INVESTMENT.
Bonds and notes issued under this chapter are securities in which
all public officers and public bodies of the Btate and its polit—

ical subdivisions, all insurance companies, trust companies,
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banking associations, 1investment companies, executors, admin-—
istrators, trustees and other fiduciaries may properly and
legally invest funds, including capital in their control or
belonging to them. These bonds and notes may be deposited with a
state or municipal officer of any agency or political subdivision
of the state for any purpose for which the deposit of bonds or
notes of the atate is authorized by ﬁaw-

Sec. 42.40.635. REFUNDING BONDS. (a) The authority may
provide for the 1issuance of refunding bonds for the purpose of
refunding any bonds then outstanding that have been issued under
this chapter, including the payment of any redemption premium on
them and any interest accrued or to accrue to the date of redemp—
tion of the bonds. The 1issuance of the refunding bonds, the
maturities and other details of them, the rights of the holders
of them, and the rights, duties and obligations of the authority
in respect of them are governed by the provisions of this chapter
which relate to the issuance of bonds, insofar as those provi—
sions may be appropriate.

(b) Refunding bonds may be sold or exchanged for
outstanding bonds 1issued under this chapter and, if sold, the
proceeds may be applied, in addition to other authorized pur—
poses, to the purchase, redemption or payment of the outstanding
bonds. Pending the application of the proceeds of refunding
bonds, with any other available money, to the payment of the
principal, accrued interest and any redemption premium on the
bonds being refunded, and, if so provided or permitted in the
resolution authorizing the issuance of the refundivig bonds or 1in
the trust agreement securing them, to the payment of any interest
on the refunding bonds and any expenses in connection with the

refunding, the proceeds may be invested in direct obligations of,
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Lines

Lines

25-28

24-30

This section creates a financial revolving fund. All
Revenues go into the fund; all expenses are taken from the
fund. The surplus in the fund can be obligated to capital

improvements, major maintenance programs, and other
financial needs.

42_.40.655 - The Board of Directors "may" instead of "shall
maintain in full force and effect public liability
insurance."” The reason for this change is that the
authority may find that the authority may not be able to
obtain insurance at either any cost or a reasonable cost and
that therefore it 1is more efficient to be its own insurer

and defend 1its own tort lawsuits. It is a business
decision, not a political one, and so should remain with the
Railroad. If the ARR maintains public liablility insurance,

any additional coverage required by the State naming the
State as an additional insured should be funded by the
State.



or obligations the principal of and the interest on which are
unconditionally guaranteed by, the United States of America, the
State of Alaska or other entities with comparably rated credit
that mature or that will be subject to redemption, at the option
of the holders of them, not later than the respective dates when
the proceeds, together with the interest accruing on them, will
be required for the purposes 1intended. \

Sec. 42.40.640. CREDIT OF STATE NOT PLEDGED; REQUIRED
DISCLAIMER. Bon-" » and notes issued under this chapter do not
constitute a debt, liability, or obligation of the state or a
pledge of the faith and credit of the state or of a political
subdivision other than the authority but are payable solely frcm
the revenues or assets of the athority. Each bond and note
issued under this chapter shall contain on its face a statement
that the authority is not obligated to pay i1t nor the 1interest on
It except from the revenues or assets pledged for it and that
neither the faith and credit nor the taxing power of the state or
of a political subdivision other than the authority 1is pledged to
the payment of the principal of or the interest on the bond or
note.

Sec. 42.40.645. NO PERSONAL LIABILITY. No board member or
employee of the authority is subject to personal liability or
accountability because of his execution of bonds or notes or

their 1issuance.
Sec. 42.40.650. REVENUES. Revenues generated by the Alaska
Railroad Authority do not become part of the general fund of the

state- but shall be retained and managed by the authority for pur—

poses authorized by this chapter.
may

Sec. 42.40.655. INSURANCE. The authority <hall maintain in

full force and effect public liability insurance in an amount
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Lines

21-25

The phrases "expansion, reduction or divers." “ication of
services" and "significant and permanent change 1in the level
and nature of services" need to be clarified. The above two
phrases are far too broad and can be interpretted to apply
to expansions, reductions or diversifications of service due
to normal business changes.
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reasonably calculated to cover potential claims for bodily
injury, death or disability, and property damage that may arise
from or be related to i1ts operations and activities, naming the
state as an additional 1insured. Any cost incurred for naming the State as
an additional insured shall he funded by the State of Alaska.

Sec. 42.40.660. SAFEGUARDING OF FUNDS. The authority shall
maximize revenues from deposit all funds in depositories
acceptable to the governor and otherwise safeguard the funds
under instructions as the governor may from time to time issue.’

Sec. 42.40.665. FIDELITY BOND. The authority shall obtain a
fidelity bond in an amount determined adequate by the board for
its members and any official responsible for accounts and finan—
ces to be in full force and effect for the duration of his tenure
in office.

Sec. 42.40.670. REVERSION OF ASSETS. In the event the

authority ceases to exist, for whatever reason, 1ts assets

revert to the state.

ARTICLE 7 - STATE OVERSIGHT

Sec. 42.40.700. STATE REVIEW. (a) Prior to un ertaking:

(1) expansion, reduction or diversification of
services provided by the railroad upon date of transfer to the
authority or as subsequently provided under this chapter that

planned

would represent a significant and permanent/change 1in the level

and nature of services provided;

(2) extension of main or branch lines by more than

25 miles or five percent of the railroad®s total track mileage,

whichever 1is greater; or

-38-



Page 39

Lines

13-30

42.40.700 - Subsection (c) and (d) should be stricken as
unnecessary. The review of any proposed action of the
Railroad are unnecessary because the legislature and/or the
Governor can, through resolution or legislative act or
Governor®"s edict suggest changes or stop any action of the
Railroad.

The power of the governor to intervene would make the
authority a part of the executive branch government. For
the benefit of the citizens of the State of Alaska, the
authority should be operated as a business 1in competition
with the rest of the transportation industry, which 1is in
the private sector of the economy. The power of the
governor to intervene would allow the governor the
opportunity to award his political friends and punish his
political enemies.

Similarly, the power of the legislature to intervene with
respect to any "expansion, reduction or diversification of
services"(an over broad phrase), would allow intervention on
the basis of political reasons when only business
considerations should be used.
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(3) the 1issuance of securities, notes, bonds or
contracting for other borrowings with a terra in excess of one

year and in an amount exceeding $5 million ($5,000,000);

the board shall notify the governor and leadership of the
Iegislature of any such proposalf and when necessary may request proper
funding or aid in funding.

(b) The notice shall be in writing and describe the
proposed undertaking in detail, specifying its financial impact
on the authority; 1ts impact on the level and nature of services
provided by the authority; why the project is necessary or

desirable to achieve the purposes of this chapter; and whether

and when the undertaking will 1itself be self-sustaining finan—

cially.

-fe-) Within 60 dayt +teoedpd -fche—not-10ol the -govoj
n his sole discretion, may either (i) disapprove the
posed spend the proposed undertaking
direct tha" implemented until e has
reviewed it ection (@  herein approve 1it, in
which case the auth ay proceed, ion by the governor
disapproving the p undertaking will be dispositive
and binding on the unles the authority 1is directed to
proceed under A.S. 42.40.710. the governor suspends the pro-

posed undertaking, he shall rcxnptl transmit his decision to the

board and the lead the legisla re in the form oi a
recommendation tha proposed undertaki either approved
or disapproved lature, is considered to
have appro) authority®"s proposed undertaking i fails to

act under this subsection within the prescribed time.
(d) Once 1in session, within 90 days of receipt of

-governor— s— reoomiueoda-tion- the- legisla ture-may— by-law; regect- the"
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Page 40

Line 5

Line 11
Lines 13-14
Line 15

Line 18 on

Subsection (e) should be realphabetized to (c). The words
"notwithstanding the foregoing” should be stricken.

"(c)" should be substituted for "(e)".
These two lines should be deleted.
"(2)" should be deleted.

42.40.710 should be stricken. All the Railroad would need
would be a resolution passed by either house of the
Legislature or a Governor®"s edict. The action forcing
mechanism would make the authority more apartof the
government than a business enterprise and subject the
authority to railroad decisions made on a political basis
rather than a business basis. The rest of the
transportation is in the private sector of the economy so
the government would be competing with private
transportation companies on political grounds but with the
resources behind the state government. The action forcing
mechanism could allow the State to force the authority to
charge unreasonably low land rents or low tariffs in direct
competition with private land owners and private
transportation companies. Politics should be separated from
the day to day operations of the railroad authority. The
operations of the railroad should be run by business
considerat ions.



progoced undertaking. The—-leg-ielat-ion—is binding-an—-the-
authority. The Lture is considei concurred in
the proposed if it fai.ls legislation within

-prescribed tirae, -The- concurrence-also-is-hindi ng

Cc) Ve) Notwithstanding.tho-foregoing, a proposed extension
of main or branch lines by more than 50 percent of the railroad"s
total track mileage and requiring the issuance of securities,
notes, bonds or contracting for other borrowings on an amount in
excess of $50 million ($50,000,000) must be specifically
authorized by law.

cd) FirK Any undertaking described in subsection (a) or E\;)).
herein is considered approved for purposes of this section 1f"

-f4-)- authority-has—-bean directed- to act pur-
duant to-fufr— 42140.710"J 5r

-f2) the legislature by law has specifically
approved the undertaking by authorizing, tvppropriating funding
for or guaranteeing authority borrowing for it.

Sac-.--42-.40.7-1Q-.  ACT I-QN-FOR-CING—MEGHAN--SM-----(-a-)— The—- go ve-rFloi
or"t*je legislature, by resolution, may request that the aut™xfrity
exerciBexits powers and authorities or refrain frcm doi"rfy so.
Notice of a request shall be given to the legislajttire by the
governor and to tnfe”jgovernor by the legislature,

(b) To the grh<\test extent practicable within 30
of receipt of a request the bo”rd”xrhall respond to both the
governor and the leadership pf~the\*egislature in writing
specifying:

(1) >tfie manner in which 1t proposes to take the
requested actidn or any modification thereof requfeted by the
authority-? or

(2) the specific reasons, financial, legal 0]

otherwise-,—why-the board-deoddnes- to- take- the-requocted-action-
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Lines 9-30
and following
page, lines
1-11

42.47.715 should be stricken under the same above reasoning.
The operations of the railroad authority should be governed
by business considerations rather than political ones so

that it can compete fairly with private enterprise. On the
other hand, the expansion of the railroad requiring state
funds is a political decision. Moreover, section 42.40.720

serves many of the same purposes as 42.47.715.



(©) At the request of the governor or on i1ts own
tiative, the legislature by law may then direct the authority to
takeNthe requested action or the legislature may act to cute the
problemprecluding the authority from taking it. In th” event
the authority 1is unable to take the action for financial reasons,
it 1s obligated to do so, even if directed, only upon provision
by the legislature of sufficient funds to plan ai™a implement the
action.

Sec. 42.40.71V INTERVENTION. (a) Whenf authorized by law,
the governor as provided in the legislatiorz may intervene and
exercise such control\over the authority/as 1is necessary and
appropriate to correct \ny deficiency or to assure that the
purposes of this chapter may be reasonably accomplished,
including directing affirmative action when:

(1) The board requested such intervention by
resolution;

(2) The authc/rity li"es represented to the public or
to creditors that recourse: may be haod to the assets, property or
credit of the state on Recount of acts\or omissions of the
authority, unless the/secondary or directs, liability has been
expressly assumed

(3y The authority has failed to file an annual
report as required by A.S. 42.40.410within 120~days after
receipt of formal notice of the omission;

(4) A deadlock has occurred 1in the &oard, or the
memberslyfp of the board is insufficient to constitute”™ quorum
for conduct of affairs so that the authority 1is unable "to conduct
its/Operations or perform i1ts activities; or

(5) The assets of the authority have been or\are

"committed tobe misapplied or wasted or 1illegally expended; or
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the authority-hag committed or io about-to conunxt- a-xnatcrial

e actions necessarv”~fco achieve

the object of the”iQterve ted in the Itjgd"slation and make
corrections ancillary tnh shalA”~ccanplish the purposes
of the intervention as ex ly as reasonable; board members
and employees may not be norv<he conduct of their
duties 1impaired, mope"than y to accan”sh the purposes of
the intervexjfrlon and the ion shall cease a”ssoon as the

objectdive stated in the 1
thereto have-been -accomplished

Sec. 42.40.720. TRUSTEESHIP. (a) When authorized by law,
the governor may "petition the Superior Court of the State of
Alaska for the Third Judicial District at Anchorage to impose a
trusteeship over the authority and appoint the trustees therefor
under any of the following circumstances:

(1) The board has requested the same by
resolution;

(2) The authority has become insolvent or other—
wise unable to carry out i1ts contractual obligations to creditors
and other persons;

(3) The authority has filed an annual report that
is false or deceptively misleading on a material matter;

(4) The authority has become 1incompetent or
ineligible to carry out the public purposes for which it was
created;

(5) The authority has misused, abused, or con-—
tinuously exceeded the power or authority conferred by this

chapter or committed repeated violations of this chapter; or
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i (6) The assets of the authority have been or are

2 committed to be misapplied or wasted, or illegally expended, or a
3 material violation of this chapter has.been committed or is about
4 to be committed and-the governor has-datermin-ed—that inta-rv-ention

5 .as-prov-ided-in A.S-42.40...715 would-not-be- feasible.undeg~the i

6 -circumstances s or.

h @) The credit-worthiness of the State c
8 has been directly or indirectly substantially impaired by actions

9 of the authority.

10 (b) The trustees appointed oy the superior court s
11 take reasonable actions necessary during the trusteeship to

12 achieve 1ts object. The trustees have the power and authority to

13 reorganize the authority and amend its rules and regulations?

14 suspend or remove board members and executive officials; manage

5 the assets and affairs of the authority? and exercise all powers

16 necessary or appropriate to fulfill outstanding agreements, to

17 restore the capability of the authority to perform the functions

18 and activities for which it was created, to reinstate its credit

19 or credibility with i1ts creditors or obligees or the credit of

20 the state or its credibility with i1ts creditors or obligees to

21 the extent impaired by authority actions.

22

23 ARTICLE 9. PERSONNEL AND GENERAL

24 PROVISIONS

25

26 Sec. 42.40.800. PERSONNEL. (a) All personnel employed by

27 the Alaska Railroad are personnel of the Alaska Railroad
28 Authority, and not of the State of Alaska. A.S. 39.05 - .51,
29 inclusive, do not apply to personnel of the authority.

30
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(b) For the purposes of the Public Employment Relations
Act, A.S. 23.40.020 - .260, the authority is considered a "public
employer™ within the meaning of that act, except that A.S.
23.40.070(3) does not apply to the authority, and the authority"s
employees are classified as employees under A.S. 23.40.200(a)(1).

(c) As soon as practicable after transfer, the
authority and i1ts employees shall adopt collective bargaining
agreements that continue the provisions of the agreements in
effect at the Alaska Railroad immediately prior to transfer. The
agreements between the authority and its employees shall remain
in effect until they expire by their terms or, as required under
the federal transfer legislation, they are renegotiated, subject
to the approval of the board.

(d) The authority may not enter into any collective
bargaining agreement concerning wages, “hours, working conditions
or other employment terms, conditions and benefits with any orga—
nization representing the authority®"s executive officials.

Sec. 42.40.810. POLITICAL ACTIVITIES. (a) No funds,
assets, or property of the authority may be used for partisan
political activity or to further the election or defeat of
candidates; nor shall funds or a substantial part of the activi—
ties of the authority be used for publicity or educational pur—
poses designed to support or defeat legislation pending before
the Congress of the United States, or the legislature of the
state, provided, however, that board members and employees of the
authority may communicate with and appear before committees of
the congress or the legislature as well as local legislative
bodies in connection with funding and other matters directly
affecting the authority or i1ts ability to carry out the purposes

for which it is created and respond to requests by members of



Lines 12
thru 17

The Railroad requests that the word "municipality” be

deleted from any license or permit provision in this
statute. The Railroad presently negotiates with a
number of municipalities regarding crossings, traffic
signals, etc. If the municipalities were granted

authority to regulate the Railroad"s passage through
their boundaries, the Railroad®s transportation of
goods and services would be so erratic as to be
totally non-operable.
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congress, the legislature orlocal legislative bodies for infor—
mation, views and testimony.

(b) A board member or employee whoviolatesthe provi—
sions of this section is subject to personalliability in the

form of a civil penalty assessed by a judge of the superior court

in an amount not to exceed Five Thousand Dollars ($5,000). An
action to enforce this penalty may be brought by any person.A
violation of this chapter does not constitute a crime and

assessment of the civil penalty by a judge does not give riseto
any disability or |legal disadvantage based on conviction of a
criminal offense.

Sec. 42.40.820. LICENSES AND PERMITS. Whenever the laws of
a ininibfeplTn ity the state, or the United States require a license
or permit to undertake certain activities or perform an act, the
authority, prior to undertaking the activity or performing the
act, shall comply therewith to the same extent as the state,,
except as otherwise provided in this chapter.

Sec. 42.40.830. UNAUTHORIZED REPRESENTATION. All persons
who assume to act for the authority without authority to do so
are jointly and severally liable for the debts and liabilities
incurred or arising as a result thereof.

Sec. 42.40.840. CLAIMS AGAINST THE AUTHORITY. (a) All
claims and lawsuits involving activities of the railroad,
including without limitation suits 1in contract, quasi-contract,
or tort, shall be brought against the authority, and not against
the State of Alaska.

(b) For the purposes of actionable claims, under-
takings, payments of judgments, execution, 1interest, punitive
damages, statutes of limitations, bonds, costs, and similar mat—

ters related to the presentation and prosecution of claims by and
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against the authority, the authority and its board members and
employees enjoy the same rights, privileges, and immunities as
the state and state officers, as provided in A.S. 09.10.120,
09.50.250 - .290, 09.65.040 and other similar or related
statutes.

(c) Claims against the authority are not subject to the
provisions of A.S. 44.77.010 - .070 regarding claims against the
state.

(d) The authority is not subject to the provisions of
A.S. 44.80.010, regarding the state as a party to action.

Sec. 42.40,855. EXEMPTION FROM TAXATION. (a) The real and
personal property of the authority and its assets, 1income and
receipts are declared to be the property of a political sub—
division of the state and devoted to an essential public and
governmental function and purpose, and the property, assets,
income, and receipts are exempt from all taxes and special
assessments of the state or a political subdivision of the state,
including, without limitation, all boroughs, cities, municipali—
ties, school districts, public utility districts and other taxing
units. All bonds of the authority are declared to be 1issued by a
political subdivision of the state and for an essential public
and governmental purpose and to be a public instrumentality and
the bonds, and the interest on them, the income from them and the
transfer of the bonds, and all assets, 1income and receipts
pledged to pay or secure the payment of the bonds, or interest on
them, are at all times exempt frcm taxation by or under the
authority of the state, except for inheritance and estate taxes
and taxes on transfers by or in contemplation of death.

(b) Nothing in this section affects or limits an ex

tion from license fees, property taxeB, or excise, income or
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other taxes, provided under any other law, nor does 1t create a
tax exemption with respect to the interest of any business
enterprise or other person, other than the authority.

(©) For purposes of A.S. 14.17 relating to the com
putation of the required local effort by a district as defined in
A.S. 14.17.250(3), all property exempted from taxation by this
chapter are considered taxable real and personal property.

Sec. 42.40.870. PAYMENTS IN LIEU OF LOCAL REAL PROPERTY
TAXATION AND IMPACT AID. (a) To the extent feasible, without
impairing the authority®s financial viability and consistent with
sound business principles, 1including but not limited to the
operation of the railroad on a self-sustaining basis, the need
for capital accumulation and consistency with regulation by the
Interstate Commerce Commission, the authority may:

(1) make partial payments to political sub-—
divisions served by the railroad or in which the authority has
substantial land holdings in lieu of local taxation of authority
real property; and

(2) provide financial assistance to political sub-—
divisions and other local districts in the development of public
education and other facilities required to be developed as a
result of expanded authority activities iIn the area.

(b) The board shall adopt regulations prescribing
conditions under and the extent to which i1t will undertake to
provide payments or assistance, 1including, but not Ilimited to the
conditions cited in subsection (a): the relative magnitude of
the taxation effort deficit or impact caused by authority activi—
ties In an area; the relative need among communities affected by
authority activities; and the present or anticipated benefits to

the communities attributable to authority activities.
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ARTICLE 9. MISCELLANEOUS PROVISIONS

Sec. 42.40.900. DEFINITIONS. In this chapter, unless the
context clearly 1indicates otherwise,
(1) Tauthority" means the Alaska Railroad

Authority;

(2) "board" means the board of the Alaska Railroad
Authority;

(3) "date of transfer”™ means the date on which the
United States Secretary of Transportation delivers the deed of
conveyance for the properties of Alaska Railroad under the
federal transfer legislation;

(4) "employees" means all persons employed by the
authority, 1including executive officials;

(5) "executive officials”™ means the authority®"s
chief executive officer; assistant chief executive officer;
assistant to the chief executive officer; chief of admini—
stration; superintendent of transportation; manager, marketing
and sales; chief engineer; chief mechanical officer; manager,
industrial development and real estate; manager, budget and
accounting; manager, planning; manager, personnel; manager,
supply and procurement; chief of security; manager, operating
rules; and manager, data processing; or any employee of the
authority who fulfills these management functions under a dif—
ferent title, or who exercises a similar or comparable level of
responsibility if so designated by the board.

(6) "federal transfer legislation™ means that act
of Congress authorizing transfer of the Alaska Railroad to the
State of Alaska or the authority.

(7) "immediate family"” means:
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(a) spouse;

(b) dependent parent, parent-in-law, child,
son-in-law or daughter-in-law; or

(c) any parent, parent-in-law, child, son-in-
law, daughter-in-law, sibling, uncle, aunt, cousin, niece or
nephew residing in the household of the authority officer or
employee;

(8) "land™ means all interests in real property,
including tide and submerged lands;

9 * adership of the legislature™, for purposes
of notice and filings required by this chapter, means the pres—
ident of the senate, the speaker of the house, the chairmen and
ranking minority members of the senate and house transportation
committees, the chairman of the legislative budget and audit com—
mittee or jurisdictional successors thereto or persons or offices
they may designate;

(10) "rail properties” means all right, title and
interest of the United States to real and personal property,
tangible and intangible, 1i1dentified in the closing report pre—
pared under the federal transfer legislation and transferred to
the authority under the legislation;

(11) “"regulation”™ has the same meaning as that
term 1s defined 1in A.S. 44.62.640.

(12) "rules"™ means rules, standards, or written
procedures relating to the governance and internal management and

Sec. 42.40.910. SEVERABILITY. In the event a court of com—
petent jurisdiction adjudges any clause, sentence or paragraph or
section of this chapter to be 1invalid or unconstitutional, the
judgment or decree does not affect, invalidate or impair the

remainder thereof and the effect of the judgment or decree is
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confined to the clause, sentence, paragraph, section or part of
this chapter so adjudged to be invalid or unconstitutional.

Sec. 42.40.920. CONSTRUCTION. This chapter shall deliber—
ately be construed so as to effectuate its purposes.

Sec. 42.40.930. DATE OF EFFECTIVENESS. The provisions of

this act take effect upon enactment of the federal transfer

legislation.

ARTICLE 10. APPLICATION OF OTHER LAWS

Sec. 42.40.1010. CONFLICTING LAWS INAPPLICABLE. Insofar .as
the provisions of this act are in conflict with the provisions of
other law, or parts thereof, the provisions of this act shall
prevail.

Sec. 42.40.1020. REPEAL, AMENDMENT AND APPLICATION OF
EXISTING STATUTES.

(1) A.S. Title 19 does not apply to the operations
of the authority.
(2) The authority is considered a "political
subdivision” of the state for the purposes of A.S. 23.10.055.
(3 A.S. 2.7.10.420 does not apply to the opera—
tions of the authority.
(4) A.S. 30.15 does not apply to the operations of
the authority.
(5) Authority activities are not considered
"public works"™ or "public projects”™ for the purposes of the
following provisions under A.S. Title 35:
() A.S. 35.05.010;
(b) A.S. 35.10.010;
(c) A.S. 35.10.015;
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(e)
)
(9)
(h)
Q)
aj
Q)

€))
(6) The

A.

A.

S.

S.

35.
35.
35.
35.
35.
35.
35.
35.

35.

10.030;
10.040;
10.050; *
10.090 - .120;
10.130 - .135;
10.160 - .200;
15;

27; and

30.10.

following chapters of A.S. Title 36

do not apply to the operations of the authority:

()
(b)
()
(d)
(e)

A.S.

A.

A.

A.

A_S.

S.

S.

S.

36.

36.

36.

36.

36.

05;
10;
15;
20; and

25 -

(7) The following provisions of A.S. Title 37

do not apply to the operations and budgeting procedures of the

authority:
(a)
(b)
(©)
(d)
(e)
)

(8) The authority

A.

A.

S.

S.

37

37.
37.
37.
37.

37.

.05;

07;

10.010 - .060;
10.085;

20; and

25.

is not subject to the jurisdic—

tion of the Alaska Transportation Commission.

(9) A.S.

paragraph as follows:

39.50.200(b) 1is amended by adding a new

"(45) Alaska Railroad Authority"."



(10) No subsequently enacted statute shal
interpreted or construed to apply to the authority, the railroad
or any of the authority®"s activities unless it specificnil} so

provides by its terms.
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April 7, 1982

Senator Jalma Kerttula
President/ Alaska State Senate
Juneau, Alaska

Dear Senator Kerttula;

| understand the Senate Transportation Committee

w ill sogn mark up substitute §B 212, cre?tmg am

Alaska Ra|Iroad aut or|t¥] that t u|| Senate

w il] consider the b il ortly The Algska Hydro-

Train strongly Ports your e efforts an urqes gou

to take al| possible medsures to assure

Alaska Railroad is able to operate etf|C|ent In

the priv ate sector envwonment |n which it must

operate. eratln% muc aé ssiple like a

private bu sness he Ra|r0a ||| be better

able to pro g e hment C(i transportation

to the benefit o e State or Alaska.

Respectfully,

Thomas E. Garside

Vice President

Common Canrier Services

TEG ;mkh
NORTHWEST AND ALASKA CtVIBJON
Cromiy Maritime Pier* CattMarital Plus 201 Danner Avenue Port Office Bo* 17171
Port Oftle* Box 2287 San Francisco, CalHomla 94109 Sort* 200 Portland, Oragon 97217
Saattta, Washington M [ 11 (419) 649-2000 Anchorr o=, AUaka 99502 §$03)293*1244
(209) 563-8100 Trt«W-y37 (907) T<9-8991 alax 36-093%

Trt« 02%1229 Telex 26-403



100 WEST HARRISON STREET. SUITE 522, SEATTLE. WASHINGTON 98119 - PHONE: (206)

SEA-LAND

SERVICE, INC.

April 10, 1981

Mr. Greg O'Clarey

National President

Alaska Region Vice President
Inland Boatmen's Union

124 Front Street

Juneau, Alaska 99801

Dear Greg:

Enclosed are some suggested changes which we feel should be made in House
Bill No. 12, Senate Bill No. 212, Senate Bill No. 213, and Senate Bill
No. 221. No change is recommended in Senate Bill No. 156. Copies of all
bills are attached.

Our people are going over House Joint Resolution No. 20 and Senate Joint
Resolution No. 18, as well as the new House Bill No. 312, to see if we
can recommend any changes in them.

Since all of the above bills are 'initial starters', it would be a good
idea to clean up the language now as, | suppose, no one knows which one
will be embellished at a later date. The language we have recommended is

language that we hope will make the Railroad a viable unit of the State
Government and will be able to pay for its operations fro" its revenues.

Best regards to you and 'Mickey".
Sincerely

SEA-LAND SERVICE, INC.

H L. Schuyler
Tirector l.iblic Affairs
Alaska Division

HLS:kt

Enclosures



STATE OF ALASKA
ALASKA RAILROAD LEGISLATION

House Bill No. 12

Page 3 — At line 7, amend Subsection 12 to read as follows:
"(12) Establish, levy, and collect fully compensatory rates and other charges
for the use of its railroad facilities. The Authority is specifically pro-
hibited from allowing use of its railroad facilities on a non-reimbursable
basis, or from levying and collecting rates and other charges for the use of

such facilities that do not reflect the total direct and indirect costs which

arise from such use."

Page 4 -- At line 7, redesignate "(e)" as "(f)" and insert new "(e)":
"(e) The proceeds resulting from the issuance of bonds pursuant to this section
may only be used for the acquisition, construction and improvement of railroad
facilities in the state. None of the proceeds may be used to meet the
Authority's operating expenses or any deficit resulting from an insufficiency

of operating revenues."

Senate Bill No. 156

No change is recommended.



STATE OF ALASKA
ALASKA RAILROAD LEGISLATION

Senate Bill No. 212

Page 3 — Atline 24, amend subsection (9) as follows: "(9) Borrow
money and issue its negotiable bonds or notes, the proceeds of which may
only be used for the acquisition, construction, or improvement of +ailroad
facilities in the state; provide for and secure the payment of said bonds
or notes; provide for the rights of their holders; and purchase, hold or

dispose of any of its bonds or notes;"

Page 3 — Atline 27, add the word "capital™ after "its".

Page 4 — Atline 28, add the following new sentence: 'The Authority
is prohibited from authorizing the use of the Alaska Railroad's facility by
any person on a non-reimbursable basis, or from levying and collecting rates
and other charges for the use of such facilities that do not refUct total and

indirect costs which arise from such usage.

Page 5 -- Delete line 20 and replace with "to meet its capital obligations

and expenses. "

Senate Bill No. 213

Renumber Section 2 as Section 3, and insert new Section 2: "None of the
monies appropriate herein may be utilized by the Alaska Railroad Authority to
meet deficits and operating revenues resulting from its failure to levy -nd
collect e'utes and other charges for the use of its railroad facilities that

reflect the total direct and indirect costs which arise in such usage.



Sea-LaixclL Service, Inc.

TOVEST HARRSONSTRET, SUTES2
FALE WSHNGIONSBI19
h_1 schuyler February 19, 1982
D] RHi is THBEHONE
g (BB

Honorable Bill Ray

Alaska State Senator

Room 103, Capitol Building
State Capitol, Pouch V
Juneau, Alaska 99811

Dear Senator Ray:

A short note to thank you for taking the time to discuss
Sea-Land's concern over the Alaska Railroad Authority B ill,
S.B. 212. and its amendments.

We agree with you that the A.R.R. is a necessary tool to
promote the growth of Alaska's Resources and the Alaska
Hinterland. However, we are concerned that it operates as a
corporation to serve its Capitol and shows a profit, as all
businesses must do to exist. Sea-Land's main concern is that
the competitive factors are on an equal footing.

Thanks again.

HLS:kt

P.S. Two cartons, one red and one green, are forthcoming.



Technical amendments to *** “inter-lineated" draft
t

1) On page 4, at line 3, fo[lewing the word "not ," add the words
"directly or"

2) On page 7, at line 14, add a new subsection: "(d) A member whose
term has expired shall serve until his successor has been appointed by the
Governor."

3) On page 9, at line 21, delete the word "governing”™ and insert in
lieu thereof the word "delegating;™ at line 22 delete the words "be con—
ducted” through the word "by" in line 23; at line 24, following the word
"official” insert a comma and the wards "subject to any board review specified
in the policies”

4) On page 14, at line 3, following the word "information™; on page 17
at line 6, following the word "matters"™; and at line 15 of the same page
following the word "Commission,"” add the words "including but not limited
to proprietary information associated with specific shippers, divisions and
contract rate agreements” On these same pages add "U.S." preceding each
reference to the Interstate Commerce Carmission. \

5) On page 14, at line 10 delete the words "and for"™ through the word
"regulations,"” on the next line; At line 19 following the period add a new
sentence: "lhe legislature by appropriate aczion may annul or temporarily
suspend a regulation adopted by the authority.”

6) On page 16, at line 12, following the word "after” insertthe words
"the date of"

7 On page 21, at line 30, delete the word "railroad”

8) on page 25, at line 21following the word "classification” insert

a comma and the word"control"



9) On page 25, at line 28, strike the words "general manager" and
insert in lieu thereof the words "chief executive officer"”

10) On page 28, at lines 26-27 strike the words "general manager"
and insert in lieu thereof the words "chief executive officer”

11) On page 30, at line 19, following the word "legislature," insert
the words "and the authority"

12) On page 30, at line 27, following the word "adopt,” 1insert the
word "exclusive"

13) On page 36, at line 13, delete the word "council™ and insert in
lieu thereof the word "board"

14) On page 38, at line 9 delete the word "appropriate” and insert
in lieu thereof the word "applicable”

15) On page 41, at line 29, following the word "approved” insert the
words "or rejected” and at line 30, following the word "act" insert the
words "or to refrain from acting”

16) On page 42, at line 28 delete the word "may" and insert in lieu
thereof the word "shall"

17) On page 43, at line 12, following the word "cnmission" insert the
words "or has filed an annual report that is false or deceptively misleading
on a material matter"

18) On page 51, at line 3, following the word "house,”™ 1insert the
words "the minority leaders of each house,"; delete the words "and ranking
minority members™ on lines .14; and on line 4, following the word
"transportation” insert the words "and finance"

19) On page*52, at line 18 delete the text of (5) and insert in lieu
thereof the following:

A.S. Title 35 does not apply to the operations of the authority.

Delete subsection 6 of AS 42.40.1020 on page 51.



v STATE CF
ALASKA RAILROAD LEGISLATION

Senate Bill No. 221

Page 1 -- Lines 12 and 13 have been revised to read as follows: ™"For
the achievement of the goals of reasonable freight costs, long-term economic

growth and continuing common carrier service.

Page 1 — Atline 20, add"self-sustaining, financially viable™ after ™a".

Page 3 — At line 22, add "inself-sustaining, financially viable"

after "operate".

Page 4 — At line 11, delete "fares™ and replace with "fully compensatory

rates".

Page 5 — At line 11, redesignate "(e)" as "(f)" and insert new "(e)":
"(e) The proceeds resulting from the issuance of bonds pursuant to this section
may only be usedto meet the capital obligations and expenses of the
Authority.  Noneofthe proceeds maybe used to meet the Authority's operating

expenses or any deficit resulting from an insufficiency of operating revenues."



Senate B ill No. 212

Page 3S — At line 24, amend subsection (9) as follows: " (9) Borrow
money and issue its negotiable bonds or notes, the proceeds of which may
only be used for the acquisition, construction, or improvement of railroad
facilities in the state; provide for and secure the payment of said bonds
or notes; provide for the rights of their holders; and purchase, hold or

dispose of any of its bonds or notes;"
Page 3 — At line 27, addthe word "capitall after ™its".

Page 4 — At line 28, addthe following new sentence: "The Authority
is prohibited from authorizing the use of the Alaska Railroad's facility by
any person on a non-reimbursable basis, or from levying and collecting rates
and other charges for the use of such facilities that do not reflect total and

indirect costs which arise from such usage.

Page 5 — Delete line 20 and replace with "to meet its capital obligations

and expenses."

Senate Bill No. 213

Renumber Section 2 as Section 3, and insert new Section 2: "None of the
monies appropriate herein may be utilized by the Alaska Railroad Authority to
meet deficits and operating revenues resulting from its failure to levy alnd
collect rates and other charges for the use of its railroad facilities that

reflect the total direct and indirect costs which arise in such usage.



SB 212 establishes the Alaska Railroad Authority. A 7
member board of directors will act as the governing body.
(DOT/PF Commissioner and 6 public members appointed by the
Governor) The board may employ a president to manage the
authority (subject to the Governors approval) and other
staff.

The authority 1is authorized to acquire, provide for the
operation and maintenance of, and sell bonds in order to
pay for existing costs or development of the railroad or
railroad facilities.

The authority is directed (Sec 3, page 14) to enter into
negotiations with the Federal government for the transfer of
ownership of the Alaska Railroad to the authority subject to
money available from appropriations for the purpose.



POSITION STATEMENT

There 1s pending legislation that would provide
for the transfer of the federally owned and operated Alaska
Railroad to the State of Alaska. This legislation, 1if
enacted, would transfer ownership, operation and financial
support of the Alaska Railroad from the federal government
to the State of Alaska government. We do not oppose this
action.

The Alaska trucking iIndustry feels very strongly, however,
that there are serious concerns regarding the impact state
ownership, operation and control of the railroad could have
on the privately owned and unsudsidized trucking firms in Alaska.

Further, the trucking industry feels strongly that any
transfer legislation should address these concerns iIn a manner
that will protect the future integrity of privately owned carriers
in providing service for cargo movement between the Lower 48 and
Alaska and within Alaska. Without such protection, the general
public of the State d: Alaska will have Little chance of
continuing to enjoy the benefits of strong and vigorous
competition iIn transportation.

Today, the State of Alaska is well served by strongly
competitive water and motor carriers providing service to,
from and within Alaska. All of these firms are privately
owned and receive no subsidy from the state or federal

government.



Federal subsidy of the Alaska Railroad has removed any
necessity for the railroad to recover its capital costs from
iIts freight revenue.

Transfer of the Alaska Railroad from federal ownership
and operation to state ownership and operation could involve the
risk that the State would utilize rail properties and facilities
in a manner that would artifically impact the level of rates
which would otherwise be set by competition among the unsub-—
sidized, privately-owned carriers.

The state-rowned railroad must not be allowed to become a
subsidized trucking company. It is essential that iIf the state-
owned railroad competes with water and motor carriers, 1t must
do so in a way that allows rate levels to be set through
vigorous competition by the privately-owned carriers that
have the requirement of buying and paying for their capital
equipment, as well as earning a profit and paying taxes.

The state*owned railroad must not be allowed to instigate
predatory pricing policies that would reduce railroad rates
below that of competitive trucking companies that operate
on parallel routes.

Legislation that addresses the transfer of the Alaska
Railroad from the federal government to the state government
must include safeguards that will encourage increased product—
ivity within the private sector and less reliance on government
entities to provide services that can be provided by the

private sector.



The trucking industry in Alaska sincerely hopes that
legislation can be developed in a way that will assure the
future viability of privately owned water and motor carriage

for the State of Alaska.



OUTLINE OF.SEPTEMBER 29, 1981

TOTE DRAFT AMENDMENTS TO S. 1500

Add to Congressional Finding of S. 1500 a provision that
further sets the tone for this legislation. To-wit:
subsidized rail transport in Alaska is acceptable only
where private enterprise cannot do the job.

Prohibit subsidization of service that competes with private
carriers. (First sentence in a new paragraph 3(a)(2) of
S. 1500)

Prohibit expansion of ARR motor carrier and water service as
long as ARR remains subsidized.

Subsidy will be considered to exist for a particular service
if the full expense level, including subsidy and cost of
capital, exceeds the rate. (A new subsection 2(b) and the
second sentence in new paragraph 3(a)(2))

The state would be required to maintain and make available to
the public data showing the railroad®"s condition. Information
would have to be sufficient to allow tracing of the subsidy.

As part of the closing agreement the state would be required
to show 1t had taken steps to have the ARR operate like a
business.

Impose enforcement provisions requiring the court to award
damages and reasonable attorney fees as well as enjoin the
offending subsidization.



24 September 1981

1. Add a new subsection 1(c) and renumber the existing
subsection 1(c) as 1(d):

(©) Except where private enterprise 1is unable to provide
freight transport service, such service in Alaska no longer

requires nor should enjoy government financial support.

2. Add a new subsection 2(b) as follows and renumber
existing sections 2(b) through 2(d) as 2(c) through 2(e):

(b) "full expense level” means the level described bythe
Interstate Commerce Commission in the study of the Alaska Railroad"s
rates in Ex Parte No. 405, served June 15, 1981, 1including direct
costs plus the freight portion of overhead expenses and fixed
expenses, including depreciation and including the subsidy and

the cost of capital attributable to that service.

3. Add a new paragraph 3(a)(2), as follows, and renumber
paragraphs 3(a)(2) through (4) as paragraphs 3(a)(3) through (5):

2 The State has agreed that the Alaska Railroad shall be
operated in a businesslike manner and that it shall not use public
funds to directly or indirectly subsidize transportation services
that compete with unsubsidized privately owned for hire carriers
in interstate commerce and that as long as the Alaska Railroad
receives public funds it will not expand in any way its current
water or motor carrier service. The State further agrees that

the amount of subsidy attributable to a particular service shall



S ).

be the extent to which the full expense level exceeds the rate
charged for that service. The State also agrees to develop,
maintain and to release to the public upon demand and to publish
not less than quarterly current comprehensive data showing the
expenditure of all public subsidies on the railroad (including
the allocation by specific function of subsidy monies to rail
services), the cost incurred in providing any service subsidized
directly or indirectly by public revenues, and the revenues

derived from providing such services.

4. Add just prior to the period in section 4 the following:

"and that describes in detail the procedure and instrumentality
to be employed by the state to implement subsection 1(c) and

paragraph 3(a)(2) of this act.”

5. Change Sec. 5 to Sec. 5(a)

Add Sec. 5(b):

(b) The State owned railroad shall be operated in strict
compliance with the terms of the Certification of the Secretary
and agreements by the State giving rise to such Certification as
described in section 3 of the Act. Any act or omission constituting
noncompliance shall be enjoined by the United States District Court
upon petition by a./ person or carrier and other appropriate relief
shall be awarded any person or carrier injured by such act or
omission, and the Court shall award appropriate damages and

reasonable attorney's fees.



senator dettye fahrenkamp

JNAU ASKAQBIL

4016 BGEN GRE<074b 3763
FARUNS AAKAGTOL FESQ RES COMMITIEE
(074703550 HNESOr 0012

April 13, 1982

G. A. Seeliger
1001 Noble Street
Fairbanks, Alaska 99701

Dear Al:

Thank you for your letter concerning SB 212 which would create a
vehicle for State control and operation of the Alaska Railroad.

The points you raised in your letter were compelling and | felt it
imperative that both the Senate President and the Chairman of the Senate
Transfxortaiton Camu.ttee were made aware of your concerns. | have,
therelore, provided each with a copy of your letter.

It i1s my understanding that all parties to this leaislat.ion are
working towards legislation which addresses many of the problems and
concerns which have been raised in the past. This legislation may well
be nearly finalized.

Al, 1711 trv to keep you appraised of developments in this area as
the;.- occur. Thanks again.

Sincerely

Bettye Fahrenkamp
Alaska State Senator

BF/sb

m Senator Perttula
Senarcr Fav



G. A. Seeliger
1001 Noble Street
Fairbanks, Alaska 99701

April 9, 1982

The Honorable Bectve Fahrenkamp
Alaska State Senate

Pouch V - Mail Stop 3100
Juneau, Alaska 99811

Dear Bettve,

1 have read Senate B ill No. 212, which is a proposed act to create

an Alaska Railroad Authority. 1 have several misgivings about the proposed
act, and have listed them below.

1) The State proposes to hand the Alaska Railroad over to a State
Authority without provision for capitalization or funding of any kind.
It is my belief that even though 1 am normally an anti-subsidy man, the
Alaska Railroad w ill never be operated unless it has substantial subsidy
type support. The consequences of the State cutting the railroad Iloose
to fend for itself, in my view, would be disastrous because it would

inevitably raise the cost of shipping commodities to this area by many
percentage points.

2) | notice the Alaska Railroad Authority is to be administered by
a Ssi>: man commission. | believe, in the first place, that the number is
wrong — there should be an odd number of commissioners. Secondly, | think
the commissioners should be appointed from the railbelt area because it
is a regional transportation problem. Most of those appointed should be

from the Fairbanks area since we have the greatest direct interest in the
railroad.

39 There is no provision made for liguidated damages suffered by
those persons who have invested rather heavily in warehouses and other
improvements in the railroad areas.

4) If the railroad ever did have a chance of operating at a break-
even figure, this hill would destroy any chance of financial independence
due to the retention by the State cf potentially valuable mineral properties.

59 1 see a number of sections which are designed to make it possible
for the governor and the legislature to essentially booby-trap the commis-
sion, tying its hands very neatly so it would be almost impossible to
administer a successful business operation. For this reason, 1 can foresee
that the Alaska Railroad Authority could, and probably would become a
punching bag iri the legislature.
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For the above mentioned reasons, | sincerely hope you w ill either
amend the b ill or defeat it. As it stands, it is a bad b ill.

Very truly yours,

fOu

G. A. L>eeliger

GS: sr



o' - L3 - 7-_- PS

Totem Ocean Trailer Express (TOTE) proposed amendments to CSSB 212

Page 19 1. Revise AS 42.40.400(a)(24) to read as follows:
of new
CSSB 212 .
(24) prescribe r~"tes to be charged for services
/
provided by the Alaska,-<Railroad; provided, however, the
Nauthority,\when establishing rates to be charged for carriage

0T commodities, in competition with private "carriers, shall

\ / \ 7\ \ / 7
include any direct or indirect subsidies as costs in such
X8 \ 7 \ T#H A X
rates;\a private carrier may challenge a fate as unreasonably
77 ! /

low i1f 1t is below, thexaverage rate charged by private carriers;
a private carrier challenging a rate under this provision shall,
on request, demonstrate th™€ its rate 1is not/unreasonably high

under applicable regulatory standards;

Page 39 2. Revise AS 42.40.700(b) by adding a sentence to read as
of new follows:
CSSB 212
() The notice shall be in writing and describe the

proposed undertaking in detail, specifying its financial 1impact

on the authority; 1ts impact on the level and nature of services
provided by the authority; why the project is necessary or
desirable to achieve the purposes of this chapter; and whether

and when the undertaking will 1itself be self-sustaining financially.

The notice shall be published iIn accordance with provisions of

AS 42.40.230.



QICntiebstates Senate
conkftTEE on ATTFOPHATIONS

WASHINGTON, D.C. 205J0O

j, iccrrw >p — c &, rrnnr owxeraw

TWMii L « J' PC* »OWT« *Z>t0 ~11t WTAIT EN « T »
March 26, 1981

The: Honorable M. E. Dankworth
Alaska State Senator

Pouch V

Juneau, * Alaska 99811

Dear Ed ==

Thank you for your invitation to reiterate my remarks
before the Alaska Legislature regarding the Alaska Railroad. [
am eager to work with you and the Governor in negotiations be—
tween the Federal Government and the State of Alaska concerning
ownership of the Alaska Railroad.

IT the Presidents proposed budget i1s accepted by
Congress, a multi-billion dollar reduction in the U.S. Depart—
ment of Transportation®s budget will mean loss of federal funds
for the Alaska Railroad after Fiscal Year 1982, if not before.
I have been told privately that the Federal Government would
prefer to end federal ownership this,year. Should the Railroad
lese the financial support of the Federal Government and this
support not be replaced, the Alaska Railroad will be shut down
arid dismantled.

The Alaska Railroad is an essential method of trans—

portation for over half of our population. If the coal resources
in our State are to be recovered, we must have an operating
railroad. I could go on, but 1 hope we"re all agreed on the

importance of keeping the Railroad operational.

As 1 discussed the other day, the mood in Washington
Is to streamline the federal budget by cut-backs in funding and
elimination of many programs. The Alaska Railroad is seen in
Washington as a non-national budget item for which federal funding
can and should be eliminated. I have been told that legislation
which would do this may be introduced at the request of the Admin-—
iIstration in the next few months. There must be authority within
the State to negotiate with the Federal Government on this 1issue.
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My staff, and | will be at your disposal. He wish to
work closely with you i1n the negotiations between the Federal
Government and the State of Alaska to ensure a fair find equitable

transfer of ownership of the Alaska Railroad to the State of
Alaska.

With best wishes.

Cordially,

TED STEVENS
United States Senator
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Pv. \ "This may be"the”legislative”: session .in which
ft-;; Qnmpfhincrinnr.rftff! is non** toward M ining more state

;L developments in that direction are necessary for
Alaska’s development., */ .

UA The railroad is -owned and 'run by the federal A1
government, but w6 believe it’s reasonable and
desirable for the state to work toward taking over-the
line. President Carter’s budget proposed getting rid of
the railroad to save money and the budget-conscious
Reagan administration is not likely to reverse that
position. Js

In recent times, except for some of the pipeline
‘construction years, the line has lost money. The
combined congressional appropriation and net loss
over the past five years average $8 million a year. That
would not be a particularly heavy subsidy for the state
to undertake, particularly in light of the fact that the
state subsidy for the Alaska ferry system has been
running at $20 million a year"..

The railroad is to much of Interior Alaska what the
ferry system is to Southeastern. Both are vital tran-
sportation links for our state and the railroad holds
enormous potential for Alaskan developmenf. .

But it’s unlikely that we can expect much more
than caretaker status for the line from the federal
government. The railroad’s managers are under orders
from Washington to at least break even. And con-
sequently railroad officials in Alaska must take a hard-
nosed attitude. Every additional service or rail ex-
tension must pay its way.

Frankly, some of the needed railroad extensions
and services won’t pay their own way, at least not in the
immediate future, and that’s where the state comes in
with its oil wealth. ‘M i 1
m. There have been calls for state officials to begin
negotiating with the federal government to take over
the linei That’s one. good approach and we hope the
state initiates those talks soon. [ 3 |

In addition, legislation has been introduced to
create an Alaska Railroad Authority that could sell
bonds to operate and expand the rail system. The goal
of such work would be to promote the state’s growth

and development. m,
. a is building in the Legislature to get on
eastward extension of the railroad to

ler.

o . . _
rel to say precisely which approach is
e legislative hearing process should
on that question. But we believe
>e pleased by the general trend: that
f our state leaders are coming to un-
tortance of the railroad in Alaska’s
sy are inclined to act.
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the sale’ or trrfer of.tfes1ffl'w'*Congi® is"exp™:t(xl to be revised’
Railroad — ‘

block
Highway. . . . mmm—mme——ee ,
. 1he;” spending'- plan, u released-.sportaUon Secreta{y_. Drew Lewis 1
today, sa¥,s'AIas 'Is the'xinly.state,.-'promised to work-Vith,pie Alaska "1
that benetits from the two transPor:Iy.. congressional delegation tuid ¢the .7
tation systems. It also says the state” / state on the possible transfer of the
can afford to bankroll pieailroad. ~ frailroad from the federal, govern™:
(See related story,page A - 8 % ment tostate control. The commit;
"The benefits from operating the ment came at a hearing of the Sem
Alaska Railroad are largely concern 'ate'linvironment and Public Works
trated in that state, making contin-Committee. "> -f'r  wcj-'i yV
ued federal funding inappropriate,™*V; Carter’s budget notes thft Ireight'm
the document says. "Moreover, the . tonnages. will continue below the
state has sufficient funds ypth which mpeak achieved during construction of
to support and improve the' rail- the Alaska pipeline, but that the rail-

road’soperation.” A 1 road hopes to achieve some increase
The Alaska Railroad is operated in 19

. mUK/tfy;t- .o
by the federal ggvernment under a The railroad made Its last official
law enacted in 1914 The 1982budget ]:g%oﬂt" during the pipeline years of
for the railroad is $7 million, down |, 78 Polanchek explained. Since
from nearly $10.7million in 1981". then, the system has been s_hovvm% a

Alaska Railroad Assistant Man-"- paper loss due to depreciation of the
ager Arnie Polanchek said today the . physical plant-and .the mllroad's
railroad has technically been up for , steady reinvestment of funds Into
sale since the early 1970s-' ‘- 4improvements.t. Vit W k v

"It’s really nothing,other than a-." But fiscal 1981, said Polanchek,
contlnum% question lliat comes up," - has been "agood year." ! - ‘
he said. “It'sjust the federal govern- j# in the pas’-, Carter's budget.
*ment's policy that they would like to! ealso tries to bar_the congmsslonally
see the railroad, transferred to the ‘authorized reconstruction of the

state. 'y " >xte Alaska Hi?hhway by not Including any
Past attempts to sell the line to  funds for

L
million for the :
le’Alaska High-

(};oing to take legislation by both the "'way «from’the Alnsknn border” to>
ederal government and the state, Haines Junction, Canada, and the .
govemment.'A lot of tilings will haver Paines Cutoff Highway frerii Haines
tobe worked out.” \V>:;  Atr . \7- Junction.|to; ths south Alaskan ,
Polanchek had.no Idea of the gov-.:, border. (»V  #¥<e0-
emment's asking' price, for, its only- ~yf. The costs of the project have sky-',
railroad. "It’ll deﬁend on the leglsla* £jrocketed to $180billion. o
tlon and'what tho federal govern- ; (See RAILRDAD page A-3) />

- LB = — Wep- - — —
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‘we *~Pippropriation is being re- .aids, ice. breaking,'prevention and.l

uested for 1982 because the benefits' cleanup of marine pollution, and in-Vt—

mmconstruction of the highway ac- 7, spections of offshore drilling rigs.

ru™ primarily’ to. one state >-\* -The money would-allow the«£?= =

Jaska, the budget saysyr*vM-.s- .V..-placement of three aging cutters, the’ -----

*In other items of interest to  purchase of 41 jet surveiUance airo

Jaska, the,budget seeks': -/, - £-¢ -: craft and 90 new rescue helicopters. \

--jr. 536.6 million for the-office of *  The Carter administration wants I

ederal Inspector of the Alaska gas ‘/o.defer imlil?1983 major efforts to F

ne to coordinate the aft *a- " XeV—

tits, canry”out envir

Qqineering-"TeviewsJ

eld, isurveillance™ **

hislrepresents

~Miscal 1981 total of 521 'milhon;-t< ; A~ “W$7.11biUion;io" r*nipreheSave _
J33pmiliioh '-7or;.the/Alaskky® Emplo~mt and' Training Act pro™-

dwer Administration; whldx operT™, * grams matiorwide, including 538 BilY, -

tes“and markets hydroelectric *«lion for public service*employment;

ower from two federal projects in  (an increase of 57 million from 1981),

ie state —Eklutna near Anchorage 53 billion for general training and

Xi Snettisham near Juneau. Thisis  employment ' (a5144-million in-v

>from $3 million in fiscal 198Lr;j crease), and 5314 million to support

$2.2 billion for Coast Guard 0", ' job placements in the private sector.

mations in fiscal 1922, up from $2 bll-

>n last year. The money would be

ed for search and rescue opera-
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Hio;encOederal. ownership of the ,Alaska-'Railrdad”Jt’i
- notanew idea,'burlt may be one that gets more serious
attention now than‘it has* ih;.the past. It’s the only
: railroad the federal government owns and’"sinceithe-j
*  end ofthe pipeline days, ithas been losing money; .J*'-
J1The operating loss has been declining—$4 million,'
I last year compared to $6 million the year before—but
. the federal government seems less and less inclined to
e carry, such a loss. And the line also receives federal «
money for capital improvements:'v S.. ...

Outgoing President Jimmy Carter’s budget
"proposal said ownership of the line should be turned
over to the state or a private owner by 1983. We doubt
that deadline can or should be met, but we do believe
it's time, for the state to begin thinking about the
railroad., R
It’s eV|dent that the line is of greater importance to
Alaska than to the federal government, and therefore
we believe the impetus for expansion and im-
provements in the railroad must come from Alaska.

State officials are justifiably-wary of just plunging
in; they say they want to study the issue. That’s a
prudent course and we believe state railroad studies
should be pushed by this session of the Legislature.

Beyond that, it’s too early to recommend a definite
course, but it’s not too early for the state.to begin
; , developing a policy toward the railroad.-It’s vital to
Alaska and we should have.a strong hand in deter-
-« mining whatrole it will play in our future,



Empire Washington Bureau

WASHINGTON;—The . Alaska
railroad should be handed over to the
state or a private party by 1983 ac-
cording to President Carter’s proposed
198 budget

»he preliminary budget, which lists
Dffice. of ,Management -and Budget
recommendations, for government ex-
penditures, suggests the railroad sale or
ransfer as part of an outline of tran-
sportation policy priorities o f,the
ieparting President-——v;.-..";

The Alaska Railroad is the only
ederally owned rail system in the
rountry.-s = ,

» “Legislation’ is being’ proposed t0"'<** ::The preliminary budget" for .fiscal
Congress that would provide'for.» 198 earmarks $7 million-for:: the'
takeover of the'railroad,™ a Federal r4jlroad’s capital costs. Operating costs
Railroad ~Administration spokesman _ __are paid~from the railroad’s revenues.
said Thursday_, adding that Democrats In meetings earlier this week,’ Alaska
are not holding out great hopes of ry Sen. Frank Murkowski suggested to
Congressional approval of the transfer- ¢ ySecretaiy of TransportatioD-designate

in this.session. .~ .j"Drew Lewis;that his department,in-
> The Alaska Railroad has been’ runn- ‘g yestigate turning the railroad over to

ing at a deficit since completion of the
Trans-Alaska Pipeline in 1976. «1’

the state.
.Sen. Ted Stevens, R-Alaska-, hai in.

The railroad received $106 mi"ion'. t’the past Supported _transfer Of, the

from the federal government.for

capital expenditures in fiscal 1981, in-

cluding $4.5 million for hew passenger

railroad to the state, but is concerned
about the terms. A spokesman for
Stevens said he expressed his concerns
to the Reagan transition team.. + '*



