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In  a n o t h e r  e f f o r t  t o  c u t  c o s t s  and rem ove th e  R a i l r o a d  f r o m  . 
a c t i v i t i e s  t h a t  a r e  n o t  v i t a l  f e d e r a l  i n t e r e s t s ,  a d e c i s i o n  

khas  b e e n  m ade to  t e r m i n a t e  t h e  p r e s e n t  c o n t r a c t  f o r  p r o v i d i n g  
^ f r e i g h t  b a r g e  s e r v i c e  on t h e  T a n a n a  a n d  Yukon R i v e r s .  T h e  ARR 

p l a n s  t o  s e l l  i t s  r i v e r  e q u i p m e n t ,  i n c l u d i n g  a  t u g b o a t  a n d  
s e v e r a l  b a r g e s ,  a n d  i s  w i l l i n g  t o  l e a s e  i t s  d o c k  f a c i l i t i e s  
and  o t h e r  l a n d  h o l d i n g s  t h a t  may be n e e d e d  f o r  t h e  S t a t e  o r  a 
p r i v a t e  b u s i n e s s  t o  c o n t i n u e  o p e r a t i n g  t h e  b a r g e  s e r v i c e .

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

I t  h a s  be e n  t h e  p o l i c y  o f  t h e  p a s t  t h r e e  A d m i n i s t r a t i o n s  t o  
c e a s e  f e d e r a l  o p e r a t i o n  o f  t h e  R a i l r o a d  by t r a n s f e r r i n g  i t  t o  
t h e  S t a t e  or  a p r i v a t e  b u y e r .  P r i v a t e  c o m p a n i e s  h a v e  
e x p r e s s e d  an i n t e r e s t  i n  t h e  R a i l r o a d  i n  t h e ' p a s t  a n d  s e v e r a l  
c o n c e r n s  h a v e  r e c e n t l y  c o n t a c t e d  t h e  G e n e r a l  M a n a g e r .  We 
s u g g e s t  t h a t  t h i s  i s  a g o o d  t i m e  t o  b e g i n  s e r i o u s  d i s c u s s i o n  
o f  S t a t e  t a k e - o v e r  b e c a u s e  ( 1 )  t h e  R a i l r o a d  i s  e s s e n t i a l l y  an 
i n t r a s t a t e  r a i l r o a d  p r i m a r i l y  s e r v i n g  t h e  f r e i g h t  a n d  t o u r i s t  
n e e d s  o f  t h e  S t a t e ,  ( 2 )  t h e  S t a t e  i s  i n  a s t r o n g  f i s c a l  c o n ­
d i t i o n  a nd  wo u l d  be  a b l e  t o  s u p p o r t  t h e  R a i l r o a d ' s  c a p i t a l  a n d  
o p e r a t i n g  n e e d s ,  a n d  ( 3 )  t h e  t r a n s f e r  p r o c e s s ,  w h i c h  w i l l  
p r o b a b l y  t a k e  t wo t o  t h r e e  y e a r s  t o  i m p l e m e n t ,  s h o u l d  b e g i n  
now w h i l e  t h e  R a i l r o a d  i s  i n  a s l ump  b e f o r e  t h e  n a t u r a l  g a s  
p i p e l i n e  c o n s t r u c t i o n  a c t i v i t y  b e g i n s  i n  a f e w y e a r s .

iConrmi s s i o n e r  Ward i n d i c a t e d  t h a t  t h e r e  h a s  b e e n  som e d i s ­
c u s s i o n  w i t h i n  t h e  S t a t e  a b o u t  e v e n t u a l  S t a t e  a c q u i s i t i o n  o f  
t h e  R a i l r o a d .  I wo u l d  h o p e  t h a t  t h e s e  d i s c u s s i o n s  c a n  now 
l e a d  t o  a d e c i s i o n  t o  a s s u m e  S t a t e  r e s p o n s i b i l i t y  f o r  t h e  
R a i l r o a d  so t h a t  we c a n  b e g i n  t h e  c o mp l e x .  p r o c e s s  o f  t r a n s ­
f e r r i n g  o w n e r s h i p .  I f i r m l y  b e l i e v e  i t  i s  i n  t h e  S t a t e ' s  
i n t e r e s t  t o  a c t i v e l y  p r e s s  f o r  S t a t e  o w n e r s h i p  a t  t h i s  t i m e  
f o r  b o t h  t h e  t r a n s p o r t a t i o n  n e e d s  o f  t h e  S t a t e  a n d  t o  p r e s e r v e  
t h e  p u b l i c  s e r v i c e s  t h a t  t h e  R a i l r o a d  p r o v i d e s  i n  A l a s k a .

We l o o k  f o r w a r d  t o  c o n t i n u i n g  t h i s  i m p o r t a n t  d i s c u s s i o n  a n d  
a r e  h o p e f u l  i t  w i l l  l e a d  t o  i n c r e a s e d  S t a t e  s u p p o r t  f o r  t h e  
p a s s e n g e r  s e r v i c e  i n  t h e  c o mi n g  y e a r  a s  w e l l  a s  u l t i m a t e  
t r a n s f e r  of  t h e  R a i l r o a d  t o  S t a t e  o w n e r s h i p .  I f  I c a n  b e  o f  
f u r t h e r  a s s i s t a n c e  t o  y o u  o r  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n ,  
p l e a s e  l e t  me know.  B o t h  t h e  A l a s k a  R a i l r o a d  a n d  F e d e r a l  
R a i l r o a d  A d m i n i s t r a t i o n  s t a f f s  a r e  a v a i l a b l e  t o  m e e t  w i t h  a n d  
a s s i s t  S t a t e  o f f i c i a l s  i n  t h i s  r e g a r d .

Si  n c e r e l y ,

tfOHN M. SULLIVAN 
Admi n i s t r a t o r
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ISSUE: ALASKA RAILROAD OWNERSHIP AND OPERATIONS

The 63rd Congress passed an Act on March 12, 1914 which authorized 
the President to lo ca te , construct, and operate a ra ilr o a d  in  the 
T e rr ito ry  o f A laska. This was the beginning o f the Alaska R a ilro a d , an 
experiment by the federal government in  ra ilro a d  ownership and opera­
tions that has been carried  out over more than s ix  decades. The federa l 
government continues to own and operate the Alaska R a ilro a d .

The 1914 Act instructed the President that the r a ilr o a d  was:

" . . .  not to exceed in  the aggregate one thousand m ile s , 
to be so located as to connect one or more o f the open
P ac ific  Ocean harbors on the southern coast o f  A laska 
w ith  the navigable waters in  the in te r io r  o f A laska , 
and w ith a coa l f ie ld  or f ie ld s  as best to a id  in  the 
development o f the a g r ic u ltu ra l and m ineral o r  other" 
resources o f A laska , and the settlement o f the p u b lic  
lands there in  (emphasis added)

In la rge  measure the Alaska Railroad has ca rr ied  out the Congres­
s iona l mandate given in  it s  organic ac t . The Alaska R a ilroad  operates 
478 m iles o f s in g le  main l in e  track from the deep-water ports o f Seward 
and W h itt ie r  through Anchorage to Fairbanks, w ith branch lin e s  to E ie lson 
A ir  Force Base, Fairbanks In te rnationa l A irp o rt , Palmer, and the Suntrana 
coal f ie ld s  near Healy. The Railroad serves the a g r ic u ltu ra l communities 
in  the Matanuska V a lle y . The settlements along the A laska R a ilroad  
encompass the vast m a jo rity  o f the urban development o f Alaska and 
have come to be known as "The Rail be lt" .

At the time in  h isto ry  when the White Pass and Yukon Railway was 
constructed, around the turn o f the century, and a few years la te r  when 
the Alaska Railroad was b u i l t ,  the s itu a t io n  in  Alaslka was vast ly  
d if fe re n t  from current cond it ions . Alaska was almost t o t a l ly  undeveloped. 
There were v ir t u a l ly  no roads —  on ly t r a i ls  —  and no automobiles or 
trucks , no Marine Highway System, and the ra ilro ad s  were the on ly rea­
sonable transportation a lte rn a t iv e  to reach the in t e r io r  o f the t e r r i­
to ry . In sho rt , the ra ilro ad s  were a transportation  monopoly w ith 
e s se n t ia lly  no competing transportation modes.

In  a d d it io n , Anchorage d id  not e x is t  u n t il i t  was b u i l t  to house 
the ra ilro a d  construction crews on pub lic  ra ilro a d  property which was 
so ld to p r iv a te  in te re s ts . World-wide transportation  and communication 
were very slow and th is  fact minimized the need fo r  la rg e  m il it a r y  de­
fense in s ta lla t io n s  in  A laska. The p r in c ip a l economic a c t iv it ie s  in
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Alaska were f is h in g , hun tin g , tra pp in g , and prospecting . In d u s t r ia l iz a ­
t io n  was unknown and the economy was very b as ic , w ith  commerce re la ted  
to the major economic a c t iv it ie s . Only the most hearty and f i t t e s t  
survived the harsh c lim a t ic  existence .

Alaska today is  a s t a r t l in g  contrast to the cond it ions  and situa-- 
tions in  which the ra ilro a d s  were f i r s t  constructed. E a r ly  r a ilr o a d  
decis ions had a d r iv in g  force because ra ilro a d s  were the o n ly  reasonable 
land transportation  a lte rn a t iv e s  a t that tim e . Now, th a t fo rce has been 
reduced and changed to d e f in in g  the ro le  that ra ilro a d s  p la y  in  Alaska 
in  the context o f a to ta l transportation  system. R a ilroads  in  Alaska 
today must meet present market demand fo r  transportation  serv ices and 
define more c le a r ly  the services they can provide be tte r o r a t less 
cost than other modes in  the context o f Alaskan and Northwest Canadian 
development.

The ro le , market, and serv ice d e f in it io n s  o f ra ilr o a d s  in  Alaska 
at th is  time must be app lied  and evaluated in  the exam ination o f the 
ownership and operationa l cons iderations . This is  t ru e , not on ly  fo r 
the e x is t in g  ra ilr o a d  system, but a lso fo r any ra ilr o a d  expansion in ­
c lud ing  the frequently  diccussed l in k  to Canadian ra ilr o a d s  and through 
them to the continenta l United States.

In examining the Alaska Railroad ownership and operations a lte rn a ­
t iv e s , i t  is  essentia l that cons ideration .be given to the o ther major 
components o f the S tate 's  transportation system. Ports , barges , ships., 
the Marine Highway, p ip e lin e s  and the State Highway System are o f prime 
importance. Of le sse r importance re la t i\ e  to ra ilr o a d  use , develop­
ment, and operations are the a irp o rts  and a i r  serv ice ( f r e ig h t  and 
passengers). This la t t e r  transportation component is  extremely impor­
tant in  A laska . Its  primary re la t io n sh ip  to r a ilr o a d s , however, is  
more in d ir e c t , frequently  in vo lv in g  only fue l s u p p lie s .

R a ilroad investment dec is ions , by the federa l nnd state  governments, 
must be made w ith in  the framework o f other transpo rta tion  investment 
dec is ions . This is  e spec ia lly  acute re la t iv e  to ports and highways, 
both o f which have h is t o r ic a l ly  been pub lic  investment r e s p o n s ib i l it ie s . 
Governmental dec is ions regard ing port development, fo r  example, w i l l  
s ig n if ic a n t ly  impact upon r a i l  t r a f f ic  since a l l  f r e ig h t  inbound to 
Alaska or outbound from the State use port f a c i l i t ie s .  Thus, p ub lic  po rt 
investment dec is ions can e ithe r enhance or d iscourage r a i l  t r a f f ic  de­
pending upon the nature , extent, type , and scheduling o f po rt f a c i l i t ie s  
and se rv ices .

By the same token, highway development investment dec is ions a lso 
have important im p lic a t ions  on ra ilro a d  investments and ope ra tions .



For example, the George Parks Highway from Fairbanks to Anchorage, com­
pleted in  1971, c lo se ly  p a ra lle ls  the Alaska Ra ilroad between A laska 's  
two major c it ie s . The opening o f th is  highway s u b s ta n t ia lly  reduced the 
land transportation mileages thereby enabling trucks to p ic k  up cargo 
at the Port o f Anchorage and d e liv e r  i t  more econom ically to Fa irbanks . 
Therefore, the general pub lic  investment in  a highway d ive rted  t r a f f ic  
from the Alaska Railroad pub lic  investment. The extent o f  t r a f f ic  d iv e r  
s ion and an ana lys is  o f it s  economic impact in c lu d in g  the re s u lt in g  
increase o f pub lic  investment required on the Alaska R a ilro ad  is  cer­
t a in ly  beyond the scope o f services o f th is  p ro je c t . However, i t  is  
c lea r that substantia l d ive rs ion  d id  occur and has had longterm  im p lic a ­
tions on the changing ro le , func t ion , and f in a n c ia l aspects o f the 
R a ilroad .

A s im ila r  example may be found on the White Pass and Yukon Route 
between Skagway, Alaska and Whitehorse, Yukon. Funded by the Alaskan 
government and the federal government o f Canada, the Skagway to White­
horse Highway (known as the Klondike or Carcross Highway) was completed 
in  the la te  summer o f 1978. According to the Canadian Transport Com­
mission "Report o f Inqu iry  in to  the White Pass and Yukon Railway and 
Other Surface Transportation Services in to  and out o f the Yukon",, in  
it s  f i r s t  complete summer o f operation , th is  highway resu lted  in  the 
erosion o f twenty-eight thousand passengers from the White Pass and 
Yukon Route. Passenger revenues amount to 19% o f the ra ilw a y 's  to ta l 
revenues. The White Pass gene ra lly  carries about 60-70 thousand pas­
sengers per yea r. T ra ff ic  d ive rs ion  due to pub lic  investment in  a lt e r ­
native transportation modes is  obviously one important fa c to r in  r a i l ­
road finances .

I t  is  w ith in  th is  context that the Alaska Ra ilroad ownership and 
operation a lte rnat ives  must be examined.

At the time the Department of Transportation and Pub lic  F a c i l it ie s  
developed the Request fo r Proposals fo r th is  p ro je c t , the issue o f the 
ownership and operation o f the Alaska Railroad was less important than 
i t  has become during the pro ject development pe r io d . The a tten t ion  
given to th is  issue by the consultants has been s u b s ta n t ia lly  changed 
during the pro ject by mutual agreement between the consultants and the 
Department. This change in  emphasis has been necessitated by an in q u iry  
by the Federal Railroad Adm in istration , owners and operators o f The 
Alaska R a ilro ad , o f the State's in te rest in  the poss ib le  a c q u is it io n  o f  
the R a ilroad .



A d d it io n a lly , the Alaska L e g is la tu re 's  in te re s t in  the fe a s i­
b i l i t y  o f e s tab lis h in g  a r a i l  l in k  between the Alaska R a ilroad  and 
Canadian ra ilro a d s  and the continenta l ra ilro a d s  in  the Lower 48 states 
ra ises other s ig n if ic a n t  ownership and operational is su e s . These la t t e r  
issues inc lude such questions as : Who would own such a l in k ?  Who 
would have operationa l re s p o n s ib il it ie s ?  Is  there adequate t r a f f ic  
to cover operationa l costs? W ill there be a return on the c ap ita l in ­
vestment? I f  operationa l costs are not covered by revenue, who w i l l  
assume the re s p o n s ib il it y  fo r  the required subsidy? I f  an operationa l 
subsidy is  re q u ire d , how long w i l l  i t  be before a subsidy is  no longe r 
necessary? What are the im p lica tions  o f such a trans-Alaska/Canada 
r a i l  l in k  on the present sh ipp ing patterns re la ted  to the ports o f 
S ea tt le , Vancouver and others?

C lea r ly  these are important questions. I t  is  a lso  c le a r  that the 
scope, schedule, and f in a n c ia l resources o f th is  p ro jec t are inadequate 
to seek the essentia l answers to these questions.

I t  is  now the in ten t o f th is  p ro jec t to ra is e  key r a i l r o a d , p ub lic  
investment, and re lated  issues w ith in  the framework o f the p ro jec t re­
search ahd d e f in it io n a l ana lys is  that has been completed. The continuous 
r a i l  p lann ing process ou tlined  in  th is  pro ject report provides an 
approach which w i l l  enable the decision-makers in  Alaska and in  the 
federal government, in  cooperation w ith p rivate  in te res ts  and supported 
by an informed p u b lic , to have useful in form ation on which to base 
v it a l ra ilro a d  dec is ions .

In order to better understand the issue o f ownership and operation 
o f the Alaska R a ilro ad , i t  is  necessary to make some observations based 
upon work on th is  p ro je c t . These observations may be summarized as 
fo llow s :

1. There is  a strong dedication on the part o f o f f ic ia ls  and 
employees to the Alaska Ra ilroad and to an e ffe c t iv e  and 
e f f ic ie n t  operation .

2 . The e x is t in g  t r a f f ic  base fo r the Ra ilroad is  q u ite  small 
because o f the sparse Alaskan population and l im it e d  
manufacturing and in d u s t r ia l development.

3 . Natural resource development in  Alaskan o ffe rs  opportu­
n it ie s  fo r  s ig n if ic a n t ly  expanded r a i l  t r a f f ic .



4 . The Alaska Railroad has not in  the past had an e ffe c t iv e  
marketing program in  Alaska and in  the "lower 48". Recent 
steps have been taken, however, to strengthen the marketing 
program. Governmental ownership o f the A laska R a ilroad  
makes marketing d i f f ic u lt .  Some private  transpo rta tion  
companies perceive the Railroad as being u n fa ir  competition 
because o f pub lic  support fo r the R a ilro ad .

5. The Alaska Railroad has been la rg e ly  lim ite d  to the use 
o f pub lic  funds fo r cap ita l investments.

6 . Alaska Railroad o f f ic ia ls  must function w ith in  governmental 
crmstraints such as personnel procedures, procurement prac­
t ic e s , and pub lic  fund ing , lead ing  to time delays and fru s tra  
t i  on.

7. Most employees o f the Alaska Railroad are un ion ized p ub lic  
employees.

8 . Much o f the t r a f f ic  on the Alaska Railroad has h is t o r ic a l ly  
been fo r the m il it a r y . Although the Ra ilroad continues to 
have the capacity fo r m il it a ry  transport, the t r a f f ic  in  the 
la s t  decade or so has sh ifted  s ig n if ic a n t ly  toward p r iv a te  
fre ig h t  movement.

9. There are major questions regarding the land under the con­
tro l o f the Ra ilroad .' The land status is  uncerta in  i f  the 
Railroad were to be so ld .

10. The in s t it u t io n a l , accounting, and other arrangements be­
tween the Railroad and Alaska Hydro-Train, Yutana Barge Lines 
and others requ ire further examination and c la r i f ic a t io n .

11. The Alaska Railroad is  taking the necessary steps to improve 
it s  management o f real property, p a r t ia l ly  in  response to a 
General Accounting O ffice report. These management improve­
ments should increase the income from non-operating property
and provide more uniform rental agreements.

12. Rail passenger service on the Alaska Ra ilroad  needs care fu l
* eva luation re la t iv e  to the nature of the market and the

determ ination of subsidy sources. Service improvements are 
planned, but the need fo r subsidy even w ith  the improvements 
is  apparent.



F ii^ h e r  expalnation and observations may be found elsewhere In  
th is  report.

There are a t le a s t four major a lte rna t ives  fo r  ownership and 
operation o f the Alaska R a ilro ad : ( I )  fe d e ra l, (2 ) s ta te , (3 ) p r iv a te , 
and (4 ) combination o f pub lic  and p r iv a te . Obviously, there are numer­
ous va r ia t io n s  or combinations which could be exp lored . A comprehen­
s ive  in ve s t ig a t io n  and ana lys is  o f each o f these a lte rn a t iv e s  and the 
longterm im p lic a t ion s  are e s se n t ia l, but beyond the scope o f  th is  pro­
je c t .

Federal Ownership and Operation A lte rna tive

This a lte rn a t iv e  o f a continuation o f federa l ownership and opera­
t io n  is  the maintenance o f the status quo. Although th is  a lte rn a t iv e  
is  c le a r ly  the eas iest to implement since i t  requ ires no ac tion  by any­
one, i t  appears to be unsatis fac to ry . The recent in q u iry  by the Federal 
Ra ilroad Adm in istration o f the in te re s t o f the State in  acqu ir in g  the 
Ra ilroad is  evidence o f the federal government's d is s a t is fa c t io n  w ith  
the present s itu a t io n . In some ways i t  is  unfortunate that such an in ­
qu iry  was made w h ile  th is  pro ject was being undertaken. I f  the in f o r ­
mation re su lt in g  from the completion o f th is  pro ject had been a v a ila b le  
to the State before the federal d is p o s it io n  in q u iry  was made, Alaska 
decision-makers would have been better prepared to cope w ith  the issue .

Under the present s itu a t io n , the Alaska Ra ilroad cannot be operated 
as one would operate a p riva te  ra ilr o a d  fo r  s ix  basic reasons: (1 )
there is  no way to seek and be sure o f obta in ing  the much needed c a p ita l 
investment funds, (2) marketing e ffo rts  are d i f f ic u l t  because o f the 
competition issue , (3) ra ilro a d  management does not have the requ ired 
f l e x ib i l i t y  to make and be accountable fo r major d ec is io n s , (4 ) r a ilr o a d  
employees are unsure whether they work fo r a ra ilro a d  o r the federa l 
government, (5) the parameters o f r a i l  service in  Alaska have substan­
t i a l l y  changed from e a r ly  cond itions under which the R a ilro ad  was con­
structed (p rev ious ly  d iscussed), and there has not been a recent eva lua­
t ion  o f the current a p p l ic a b i l it y  o f the basic organic a c t , and (6) 
the Ra ilroad is  unable to be as responsive as i t  m ight be in  meeting 
the r a i l  service needs o f Alaska in  such a dynamic environment.

I t  is  poss ib le  to continue to have the federal government own and 
operate The Alaska R a ilro ad . Some improvements can be made under such 
circumstances, but the improvements w i l l  on ly  be m inor and w i l l  not in ­
clude major s h ifts  in  the responsiveness and operations o f the R a ilro ad .



State Ownership A lte rnative

Ownership o f the Alaska Railroad by the State o f A laska is  the 
second major a lte rn a t iv e . I t  would be possib le  fo r  the Sfcite to own 
and operate the R a ilro a d .; However, several factors seem to favor 
on ly State ownership and not State operation , i f  th is  a lte rn a t iv e  is  
se lected. Currently , there is  no in te re s t in  state ra ilr o a d  opera­
t io n s . The State does not presently have the experience, knowledge, 
or personnel required to operate the R a ilroad . In  a d d it io n , most o f 
the basic reasons why the Railroad cannot be operated under federal 
ju r is d ic t io n  as one would operate a p rivate  ra ilro a d  app ly equa lly  
to State operations. There would also be a tendancy fo r  p o l it ic a l 
involvement in  operational dec is ions . For these reasons, the con­
su ltants fo r th is  p ro ject do not consider operation by the State to 
be a v iab le  or reasonable a lte rn a t iv e . The d iscussion o f  th is  a lte rn a ­
tive  i s ,  therefore , confined to State ownership.

The State o f Alaska could take t i t l e  to the Alaska R a ilro ad . Be­
fore making such a commitment, however, i t  w i l l  be essentia l that le ga l 
counsel fo r the State c a re fu lly  examine the matter and determine the 
necessary procedures, cond it ions , and process fo r a c q u is it io n . Un­
doubtedly there w i l l  be many le ga l questions. One such question is  
the land issue , s p e c if ic a lly  re lated to the q u a lit y  o f the t i t l e  in  
l ig h t  o f the Alaska Native Claims Settlement Act o f 1971. For example, 
the Eklutna land decision c le a r ly  reserve the right-of-way and a l l  
areas used fo r ra ilro a d  operations. This dec is ion transferred  some $40 
m il l io n  or more in  potentia l p ro f its  from land to Eklutna from the R a i l­
road, thereby a ffec tin g  the d e s ir a b i l it y  of the property .

An a lte rn a t ive  to d irec t purchase by the State could be the se lec­
tion  o f the R a ilroad 's  land as a part o f the w ithdrawal by the State 
o f federal land under the Alaska Statehood Act o / 1958. I t  appears 
that acqu is it ion  through se lection by the State is  a v ia b le  a lte rn a t iv e  
i f  the State determines that acqu ir ing  the Alaska R a ilroad  is  in  it s  
best in te re s t .

State ownership o f ra ilro a d  rights-of-way has become much more 
comnon in  the la s t  few years , p a r t ic u la r ly  by states which have faced 
the loss o f r a i l  service due to ra ilro a d  bankruptcy. W h ile  state owner­
sh ip in te rest started in  the Northeastern United States because o f 
massive bankruptcies and abandonments, states in  the Midwest and other 
region? have more recently been faced w ith s im ila r  problems due p r im a r ily  
to the Milwaukee and Rock Is land  problems.



The ch ie f advantage to Alaska o f state ownership is  the contro l 
o f the Ra ilroad  and the more e ffec t ive  in te g ra t io n  o f ra ilr o a d s  as a 
s ig n if ic a n t  component o f  the State 's to ta l transportation  system. W ith 
state ownership, Alaska could not only p lan fo r  the in te g ra t io n  o f  i t s  
transportation  system among the p o rt , highway, barge and Marine Highway 
system, but more im po rtan tly , the State could more e a s ily  implement i t s  
transportation p lan s . As prev ious ly  pointed ou t , p u b lic  re s p o n s ib i l it ie s  
and state in te re s t a lready extends to the other transpo rta tion  modes so 
essentia l to the future o f the Alaska R a ilro ad . State ownership would 
provide the Governor, the L e g is la tu re , the Department o f  T ransportation 
and Public F a c i l it ie s ,  and other state agency decision-makers w ith  
the opportun ity to a c tu a lly  make and carry out major s ig n if ic a n t  c ap ita l 
investment dec is ions between transportation modes. This decision-making 
and f u l l  implementation re s p o n s ib il it y  re la t iv e  to transpo rta tion  could 
be e ffe c t iv e ly  used to re in fo rce  state p o lic ie s  on land  and natura l 
resource protection and development. In  th is  manner the State could 
assure loca l r a i l  service to those areas where i t  is  use fu l to s t im u la te  
a g r ic u lt u r a l , commercial, in d u s t r ia l , and resource development.

An operational agreement could be negotiated w ith  a s u ita b le  r a i l ­
road operator w ith the necessary conditions thereby assu ring  r a i l  users 
w ith the leve l and q u a lity  o f service the State wants and is  w i l l in g  
to finance .

I t  is  c le a r from exam ina t ion  o f the f in a n c ia l records o f  the R a il­
road that cap ita l and operating losses have occurred from time to time 
in  the past. The data a lso reveals the lik e lih o o d  o f a d d it io n a l lo sses . 
There is  evidence that revenue from the f r e ig h t  operations have been 
necessarily  used to subsid ized the passenger operations . I f  the State 
assumes the ownership and operational re s p o n s ib il it y  fo r  the A laska 
R a ilro ad , Alaska must be prepared to cover any fu tu re  c a p ita l and 
operating losses .

This approach would also s im p lify  the re la t io n sh ip  between the State 
and the federal government. The State is  q u a lif ie d  to rece ive federa l 
f in a n c ia l assistance under the 803 program o f the Ra ilroad  R e v ita liz a ­
tion  and Regulatory Reform Acf (4R Act) o f 1976 as amended unless the 
Railroad has increased t r a f f ic  o f a magnitude that prevents i t  from 
being considered a low density l in e .  The State re ta in s  the op tion  o f 
p a rt ic ip a t io n  in  the 803 program as long as i t  is  e l i g i b le .  Alaska 
srou ld c a re fu lly  evaluate the d i f f ic u lt ie s ,  tim e, cost, and federa l 
involvement in  considering p a rt ic ip a t io n  in  th is  Federal R a ilroad  
Adm in istration program. State p a rt ic ip a t io n  in  the 803 program requires



fo llow in g  FRA gu ide lin es  and obta in ing  plan and p ro je c t app rova ls .
I t  should be noted that th is  FRA program was designed to a s s is t  r a i l ­
roads, through the states , which were fac ing  Tine abandonments o f  
uneconomic and marginal branch lin e s  and not to accommodate system 
growth. I f  f u l l  advantage is  to be taken by Alaska o f i t s  opportun it ies  
fo r economic, a g r ic u lt u r a l , and resource development, r a i l  serv ice to 
areas not presently served remains an important cons ide ra tion  by the 
State.

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

P rivate Ownership and Operation A lte rnative

Several years ago, the Federal Railroad A dm in is tration  expressed 
some in te re s t in  the trans fe r o f the Alaska R a ilroad  from fede ra l owner­
sh ip and operation to the p rivate  sector. At that time the State d id  
not have a Department o f Transportation and Public F a c i l i t ie s ,  the 
f in a n c ia l resources, or serious in te re s t 'in  State ownersh ip . Expression 
o f in te res t by ra ilro ads  in  the continental states were sought. Some 
private  companies d id  express an in te re s t in  the poss ib le  a c q u is it io n  
o f the R a ilro ad .

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

Changes in  the t r a f f ic  base o f the Alaska R a ilroad  such as major 
coal export o r m ineral extraction and shipment could s in n if ic a n t ly  
change the economics o f the R a ilro ad . Such changes would make the 
Railroad more a ttrac t ive  to p rivate  investors .

This a lte rn a t iv e  must be viewed, however, from the S tate 's  per­
spective and not necessarily  from the p riva te  en te rp rise  v iew . There



are sound arguments as to why the p rivate  sector should a encouraged 
to own and operate the R a ilro ad . Obviously, the p rivate  sector is  much 
more experienced and knowledgeable in  ra ilro a d  ownership and opera tions . 
This p r iv a te  approach could p o te n t ia lly  expand the pub lic  tax base 
w h ile  m in im iz ing the necessity fo r  governmental employment increases. 
P rivate companies have more f l e x ib i l i t y  than pub lic  agencies in  the 
management o f a business en te rp rise . In a d d it io n , decisions can be 
made more ra p id ly  in  the p r iva te  sector than in  government.

I f  the Ra ilroad were p r iv a te ly  owned and operated, the ro le  o f the 
State o f  Alaska changes. The State could become the regu lato r and not 
the implementor. I t  w i l l  be more d i f f ic u l t  to assure the in te g ra t io n  
o f the ra ilr o a d  w ith other transportation  modes. Railroad expansion 
w i l l  be based upon a more s t r ic t  test o f return on investment, p r o f it ,  
and economic cons iderations .

The trade-off associated w ith  th is  a lte rn a t iv e  seems to be p r iv a te  
investment c a p it a l, know-how, experience, and a b i l i t y  to ra p id ly  re­
spond to changing markets and development in  exchange fo r State or federa l 
c o n tro l, implementation, pub lic  r a i l  se rv ice , po lic y  reinforcement, 
pub lic  funds, and transportation  system in te g ra t io n .

Public and Private Combination A lte rna t ive

The fourth a lte rn a t iv e  fo r the ownership and operation o f the Alaska 
Ra ilroad invo lves a combination o f pub lic  and p rivate  in te re s ts . Many 
poss ib le  va r ia t io n s  o f th is  a lte rn a t iv e  appear v iab le  depending upon 
the re la t iv e  ro le s , n ego tia t ions , compromises, and dec is ions . Since 
the a lte rn a t iv e  va ria t io ns  are almost endless, i t  seems appropriate to 
o u t lin e  one approach that i l lu s t ra te s  the p o s s ib i l it ie s  and serves as 
a po in t o f departure fo r d iscussion purposes.

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

One approacn w ith in  these parameters would be to have a Board 
o f D irectors appointed by the Governor (perhaps fo r staggered terms 
and confirmed by the Senate or n o t). The Board would be made up o f



businessmen and people knowledgeable about ra ilr o a d s . They could be 
paid a reasonable stipend fo r  serv ing and would be g iven th is  to ta l 
re s p o n s ib il it y  fo r  overs ight o f the property and the adm in is tra t io n  
o f the contract w ith the p riva te  operator. An example o f th is  type 
o f  approach is  the USRA Board created by federal le g is la t io n .

Consideration would have to be given to the to ta l number o f Board 
members. The re s p o n s ib i l it ie s , a u th o r ity , power and duties o f  the Board 
to rs . The re s p o n s ib i l it ie s , a u th o r ity , power and duties o f  the Board 
would have to be c a re fu lly  determined and a r t ic u la te d . I f  such a Board 
is  created, i t  seems appropriate to de lineate  it s  access to both pub lic  
and p r iva te  funds. C rea t iv ity  and innovation w i l l  be requ ired  in  the 
establishment o f such an e n t ity . Among the issues re q u ir in g  a tten t ion  
are the fo llo w in g : (1) operator incen tives , (2) source o f funds i f
subsidy is  requ ired , (3) f re ig h t  and passenger serv ice le v e ls  and re­
s p o n s ib i l it ie s , (4) labo r p rov is ions , (5) maintenance re s p o n s ib i l it ie s  
and fund inc , (6) re s p o n s ib ility  fo r l i a b i l i t y ,  (7) natura l d is a s te r 
recovery, (3) equipment and f a c i l i t y  acqu is it io n  and d is p o s it io n , (9) 
in d u s tr ia l development and property management r e s p o n s ib i l it ie s , (10) 
accountab ility  (to whom and when) and (11) in s t it u t io n a l re la t io n sh ip s  
w ith marine owners and operators. This l i s t  is  i l lu s t r a t iv e  and not 
exc lus ive .

The advantages o f pub lic  ownership o f the land and improvements 
are numerous. The problem o f land ownership disputes would be m in i­
mized. There would be no problem o f recovery o f federal o r state  
funds expended on l in e s  which were discontinued before the e xp ira t io n  
o f th e ir  useful l i f e .  Public powers could be used, i f  necessary, 
fo r expansion o f the ra ilro a d  system. The Railroad could more e ffe c­
t iv e ly  be integrated in to  the State's to ta l transportation  system, 
system.

Private operations w ith incentives fo r  excellence a lso  has advan­
tages. I t  enables the ra ilro a d  operations to be carried  out by people 
w ith, re levant experience, t r a in in g , and c a p a b ilit y . Marketing could be 
conducted in  the way i t  is  carried out w ith in  the p r iva te  sec to r. Rail 
service requirements could be incorporated into the operationa l agree­
ment and the users and pub lic  could be assured that serv ice is  at a 
proper leve l by enforcement o f the requirements. A reasonable p r o f it  
leve l needs to be achievable by the operator.

The pub lic  and private  combination appears to be one v ia b le  a lte rna  
t ive  fo r the Alaska R a ilro ad .
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ISSUE: RAILROAD EXPANSION IN ALASKA

For a t le a s t the la s t  twenty yea rs , there has been serious discus­
s ion about the poss ib le  expansion o f ra ilro ad s  in  A laska. Many studies 
have been conducted, presented, and discussed. And yet both the Alaska 
Ra ilroad and the White Pass and Yukon Railway are e s se n t ia lly  the same 
system as they were when constructed. R a ilroad expansion in  Alaska con­
tinues to be a s ig n if ic a n t  issue .

This p ro je c t , as a part o f Alaska Ra il P lanning Program, was never 
intended to inc lude another ana lys is  o f ra ilro a d  expansion in  A laska. 
Rather, the report describes the background and major issues and p o lic ie s , 
so essentia l to decision-making by the State o f A laska , the federal 
government, and p r iva te  ra ilro a d  and transportation in te re s ts .

The issue o f  Alaskan ra ilro a d  expansion has four p r in c ip a l in te r­
re lated  and inseparab le elements. These elements must be c a re fu lly  con­
sidered p r io r  to an expansion dec is ion . F a ilu re  to make a c lea r deter­
m ination and statement re la t iv e  to each element w i l l  l ik e ly  re su lt  in  
short-term and long-term implicatons fo r a l l  the people o f A laska. The 
four major elements re lated  to the Alaskan ra ilro a d  expansion issues 
a re : (1) purpose o f the expansion, (2) tim ing of the expansion* (3) 
cost, and (4 ) re s p o n s ib il it y  o f the expansion and the continu ing responsi­
b i l i t y  o f ra ilro a d  operation a fte r construction is  completed.

The purpose o f any ra ilro a d  expansion needs to be lo g ic a l ly  thought 
out and then a rt ic u la te d  as an a ff irm a t iv e  po lic y  statement o f the 
State o f A laska . I f  there were la rge  markets fo r products that were 
manufactured o r produced in  A laska ,o r i f  there were markets w ith in  Alaska 
fo r products, from other areas and these products were su itab le  fo r 
shipment by r a i l  ( i . e .  la rge  volumes, heavy, substantia l d istance , con­
tinuous f lo w ) , the purpose o f ra ilro a d  expansion to meet the market 
demand would be c le a r . I t  is  obvious that these conditions do not e x is t 
in  Alaska at th is  time.

Coal and m inera ls appear to be the most lo g ic a l po tentia l Alaska 
products fo r  r a i l  shipments. The discussion re la t iv e  to these natural 
resources products and th e ir  development may be found in  a previous 
section o f th is  report.

Purpose
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A second l in e  o f reasoning ind icates that i f  ra ilr o a d  lin e s  are 
extended, development to support them w i l l  fo llo w . In  r e a l i t y  the in t e r ­
re la t io n sh ip  between ra ilro a d  expansion and supporting development is  
more complex than the above statement in d ic a te s .

In  examining th is  issue i t  is  important to acknowledge tha t r a ilr o a d  
construction is  very expensive, e spec ia lly  in  A laska . High c ap ita l con­
struction  cost requires a high volume o f revenue t r a f f ic  i f  there is  to 
be a reasonable return on the construction investment.

Railroads are abso lute ly  dependent upon h igh  t r a f f ic  volumes and 
have the capacity to carry these high volumes. For example, a s in g le  
t ra in  can carry cargo in  the range o f 4,000-8,000 tons . I f  one t r a in  
runs each day o f the year, the volume carried  would be on the order o f  
1.5 to 3 .0  m il l io n  tons annua lly —  one way. Obviously, several t ra in s  
in  each d irec t io n  can be phys ica lly  moved over the tracks each day.
Unit coal tra ins  from Wyoming through Colorado to Texas, fo r  example, 
number more than 20 tra in s  per day and may soon run as h igh as 56 tra in s  
per day.

The Alaska Railroad is  c la s s if ie d  by the Federal R a ilroad  Adm in istra­
tion  as a "low density" ra ilro a d  since i t  carries  less than 3 m i l l io n  
gross tons per year. In 1978 The Alaska Railroad ca rr ied  2 .2  m i l l io n  
fre ig h t  revenue tons and in  1979 the tonnage ca rr ied  was down to 1 .8  
m il l io n  tons.

I t  seems c lear that the construction of the Alaska R a ilro ad , w h ile  
p rov id ing a very important se rv ice , has not resu lted in  s t im u la t in g  t re ­
mendous economic development conmensurate w ith it s  t r a f f ic  transpo rt ing  
capacity .

Another example o f high expectations, that b u ild in g  a r a ilr o a d  w i l l  
autom atica lly  stimulate needed economic development but w ith  d isappo in t­
ing re su lts , is  the experience w ith the B r it is h  Columbia Railway. In  a 
report by the Royal Commission on the B r it is h  Columbia R a ilw ay , "An 
Interim  Report on the Future o f the Fort Nelson Extension", dated December 
1977, the fo llow ing  statement is  made:

" . . .  The Fort Nelson Extension shout a never have been 
b u i l t ;  i t  was b u i lt  however, and th is  is  the r e a lit y  
w ith which we must now d e a l.

The question which faces the Provence, and on 
which the Commission must adv ise , is  whether to r o l l  
i t  up, and w rite  i t  o f f ,  o r spend massive sums over 
the next three years to make the l in e  se rv iceab le . In



between l ie s  the p o s s ib i l it y  o f f i r s t  a id  treatment ~  
the a p p lic a t io n  o f  bandaids, w ith  the u lt im ate  d ispo­
s it io n  postponed. I f  the l in e  is  kept in  se rv ice , 
there is  no expectation i t  can cover even it s  operating 
costs in  the forseeab le fu tu re , leave alone pay any 
pa rt even o f the in te re s t on money borrowed fo r  it s  re­
construction o r temporary re p a ir  . . . "

Ev iden tly  not enough development fo llow ru  the ra ilro a d  extens ion , 
completed in  1971, to make the ra ilro a d  econom ically v ia b le . The l in e  
cost about $70 m il l io n  o r ig in a l ly  and needs another $36 m il l io n  fo r  re­
construction . As o f 1977, they were lo s in g  $33 m il l io n  a year ju s t  in  
operating cost. This is  s u b s ta n t ia lly  more than (almost tw ice) the 
tota l revenue from fre ig h t  on the Alaska Railroad in  1979. As a re s u lt  
o f th is  s itu a t io n  on the B r it is h  Columbia Railway, the board o f d irec to rs  
has requested an open ended subsidy fo r  the ra ilro a d  to cover a l l  future  
annual expenditures and operating losses .

The purpose o f reporting these facts is  not to ind ic a te  that r a i l ­
roads are unimportant in  A laska, but rather to show the importance o f 
c le a r ly  determ ining the purpose o f any proposed ra ilro a d  expansion and 
to evaluate r e a l is t ic a l ly  the im p lica tions  o f such expansion, p r io r  to 
major p ro ject commitments.

Timing

The tim ing  o f ra ilro a d  expansion is  a lso  c r i t ic a l .  I f  the State o f 
o f Alaska were to expand the Alaska R a ilro ad , la y in g  aside a l l  re la ted  
issues , the expansion should be timed in  such a way that f u l l  advantage 
would be taken o f development which would generate r a i l  t r a f f ic .  The 
tim ing element is  extremely c r it ic a l and yet very complex and d i f f i c u l t .  
The scheduling o f  new ra ilro a d  construction frequently  requires several 
years of p re lim ina ry  work in c lu d in g  the des ign , lo c a t io n , f in a n c in g , and 
ther actual construction . The lead time necessary fo r  ra ilro a d  construc­
tion  may be several years .

Since the development o f natural resources o ffe rs  the greatest poten 
t ia l  fo r  r a i l  t r a f f ic ,  ra ilro a d  expansion should co inc ide w ith such re­
source development. Private enterprise  w i l l  be the most l ik e ly  resource 
developers. This poses an in te re s t in g  challenge —  f in d in g  out when and 
where such development w i l l  occur in  time to permit the proper schedul-



ing o f ra ilro a d  construction . The r a i l  p lann ing process should inc lude  
a mechanism fo r  le t t in g  potentia l resource developr.«ent management know 
o f the S tate 's in te re s t in  p rov id ing  r a i l  transportation  and o ther needed 
transportation f a c i l i t ie s  and serv ices .

In  summary, the State o f Alaska should c a re fu lly  cons ider the tim ­
ing element w ith in  the ra ilro a d  expansion issues.

Cost

Cost considerations are another o f the v it a l elements re la ted  to 
ra ilro a d  expansion. The costs have two facets : construction o f  the 
ra ilro a d  expansion and the cost o f operations a fte r  completion o f con­
struc t io n . The former, although not easy to estim ate , is  u s u a lly  e as ie r 
to obta in than the la t t e r  estimates. Alaska has construction experience, 
but no ra ilro a d  operational experience. I t  is  a lso  a r e a l i t y  that 
governments gene ra lly  are more fa m il ia r  w ith la rge  p u b lic  works pro jects 
which are h igh ly  v is ib le  and e as ily  recognized. The more d i f f i c u l t  are 
the operational costs since they frequently invo lve  in ta n g ib le s  such as 
la b o r , ra tes , fue l costs, pension programs, marketing e f fo r tc , and the 
1 i ke.

Operational costs are a lso  d i f f ic u l t  to estimate because they are 
affected by decis ions beyond the control o f the governmental construc­
t io n  agency. For example, p r ivate  shippers make the dec is ion  on how and 
when to use r a i l  services or perhaps, to ship by truck i f  th a t a lte rn a­
t iv e  is  a v a ila b le .

A r a ilr o a d , re ly in g  on a natural resource sh ip pe r , is  la r g e ly  depen­
dent upon that sh ipper locating  a su itab le  market fo r  h is  products.
This is  c e rta in ly  beyond the control o f the ra ilr o a d . And y e t , i f  re­
source products make up a substantia l part o f the revenue t r a f f ic  base, 
the loss o f that sh ipper's  market can have a noticeab le adverse impact 
upon the operating cost o f the r a ilr o a d . Such a loss o f revenue may 
re su lt  in  governmental subsidy i f  the pub lic  investment in  the ra ilr o a d  
is  to be protected. An example is  the loss o f the asbestos t r a f f ic  by 
the White Pass and Yukon Railway.

The ra ilr o a d  s itu a t io n  fo r the State is  somewhat analogous to the 
urban conrounity experience in  pub lic  t ra n s it  whereby the c ap ita l improve­
ment funds fo r  buses or other equipment from the fede ra l government is



re la t iv e ly  easy to o b ta in , but the subsidy requirement in c lu d in g  the 
operation and maintenance o f that equipment increases geom etrica lly . 
Subsidy fund ing is  a lso more d i f f ic u l t  to o b ta in , lo c a l ly  or from the 
federal o r state government.

A care fu l assessment should be made by the State o f Alaska o f any 
ra ilro a d  expansion cap ita l improvement costs and o f the long term opera­
t io n a l costs which may be incurred i f  the expansion is  made. State 
decision-making o f f ic ia ls  w i l l  want to evaluate both cap ita l and opera­
t io n a l costs before making a ra ilro a d  expansion dec is ion .

Responsi b i1i ty

The f in a l major element in  the consideration o f the ra ilr o a d  expan­
sion issue is  the assignment o f re s p o n s ib il it y  fo r  construction , owner­
sh ip and operations .

I t  appears important fo r a dec is ion on ra ilro a d  expansion to be made 
a fte r the dec is ion on the ownership and operations o f the Alaska R a ilroad .
I f  the ownership and operations o f The Alaska Railroad remains the re­
s p o n s ib il it y  o f the Federal R a ilroad A dm in is trat ion , then i t  would be 
lo g ic a l fo r  the expansion to also be a federa l re s p o n s ib il it y . On the 
other hand, i f  the State or a p r iva te  enterprise  were to assume the responsi 
b i l i t y  fo r the Alaska R a ilro ad , then the expansion re s p o n s ib il it y  might 
w e ll be given to the new owners.

I t  is  poss ib le  fo r  the federal government to re ta in  ownership and 
operational re s p o n s ib il it y  fo r the Alaska Railroad and fo r  the State o f 
Alaska to assume the expansion re s p o n s ib il it y . Under these circumstances 
the State w i l l  want to seek and obta in  an agreement fo r  the operations , 
maintenance, and marketing o f r a i l  service and f a c i l i t ie s  on the ra ilro a d  
expansion 1in e s .in c lu d in g  possib le  federa l re s p o n s ib il it y . F a ilu re  to 
obta in such agreement in  advance o f consturciton could p o te n t ia lly  re su lt  
in  a ra ilro a d  l in e  w ithout an .operator.

This element o f the ra ilro a d  expansion issue requires the compila­
tion  and ana lys is  o f substantia l data on which to make an in t e l l ig e n t  
and lo g ic a l dec is ion on the assignment o f the construction and opera­
t io na l re s p o n s ib il it y  fo r ra ilro a d  expansion l in e s .



* * * * *

The issue o f r a ilr o a d  expansion in  Alaska is  not new no r is  i t  de­
vo id o f  previous study. The research on th is  p ro je c t has lo c a ted  a t  
le a s t  th irteen  studies or surveys re lated  to th is  is s u e . In  a d d it io n  
the Alaska Leg is la tu re  in  it s  1980 session passed a re s o lu t io n  request ing  
the L e g is la t iv e  Council to conduct: "(1) a cost b e n e f it  a n a ly s is  o f a
proposal to construction a r a i l  l in e  from Fairbanks to  the Canadian 
border; and (2) a cost bene fit ana lys is  o f any other A laska r a i l  l in e  
construction which may be proposed by the L e g is la t iv e  Council . . . ” 
(emphasis added). The L e g is la t iv e  Council report is  to  be presented to 
the F irs t  Sess ion .o f the Twelfth Leg is la tu re  w ith in  10 days o f  the date 
i t  convenes (January 1981).

A l i s t  of previous ra ilo ra d  expansion and re la te d  reports fo llo w s  
in  E xh ib it  V- l, "Railroad Expansion Studies and Reports". A rev iew  o f  
these documents ind icates that in s u f f ic ie n t  a tte n t io n  has been g iven  
.to date to the operational and potentia l t r a f f ic  aspects , as w e ll 
as the purposes, t im in g , and assignment of r e s p o n s ib i l it ie s -  The costs 
'inc luded in  a number o f  these reports w i l l  requ ire  updating  to accu ra te ly  
re f le c t  the changes that have occurred and current ir r f la t io n ,  energy , 
and re lated  fac to rs .
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T H E  E C O N O M Y

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

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

In years past, tra ffic and revenues on The Alaska 
Railroad have risen and fallen with the Alaskan 
economy, and this pattern w ill continue. Because 
there is no manufacturing activity in Alaska, and no 
immediate prospects fo r its development, the 
Alaskan economy w ill continue to fluctuate 
throughout the 19U0's. Alaska Railroad financial 
results during the decade w ill reflect these 
fluctuation.-.

T H E  R A I L R O A D

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

Non-fre ight revenues increased, led by 
passenger revenues which were up 35 percen t.. Ion- 
operating revenues were up 26 percent; and other

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

TABLE I: RAILROAD STATISTICAL HIGHLIGHTS

ITEM 1979
FY

1978
FY

%
CHANGE

Total Revenues
(million $) 25.2 T - 13.4

Total Expenses (million $) 31.8 - 5.5
Gain (Loss) (million $):

Before Depreciation
(gross) (3.4) (1.3) -151.8

After Depreciation (net) (6.6) (4.5) - 45.3
Capital and Major

Maintenance Program
(million $) 9.4 3.6 +161.1

Average No. Employees 648 753 - 13.9
Fi eight:

Revenue (million $) 18.2 23 - 21
Revenue-Tons Carried

(million) 1.8 2.2 - 16.9
Revenue Ton-Miles

(million) 257 330 - 22.1
Revenue per Ton-Mile

(cents) 7.1 7 + 1.4
Average Distance

Carried (miles) 142 152 - 6.6
Carloads Handled 36,499 40,557 - 10

Total Train-Miles
(thousand) 370 375 - 1.4

Passengers:
Revenue (million $) 1.6 1.2 + 35.3
Miles (million) 13.8 12 + 15.5

Gross Ton-Miles (million) 878 915 - 4.8



TABLE II: FREIGHT TRAFFIC BY COMMODITY

COMMODITY 1979
FY

1978
FY

%
CHANGE

Revenue Tons Carried
(thousand):
Sand & Gravel 637.5 727.2 -12.3
Coal 523.9 593.3 -11.7
Manufactures & Misc. 276.9 307.8 -10.0
Petroleum, Oil,

Lubricants 219.b 373.9 -41.3
TOFC/COFC

(Piggyback) 88.7 99.5 -10.9
Products of Forests 55.2 67.8 -18.6
Products of Agriculture 7.1 8.2 -13.4

Total Tonnage 1,808.9 2,177.7 -16.9

Revenue Dollars
(thousands):
Sand & Gravel $ 1,009 S 972 + 3.8
Coal 3,207 3,507 - 8.6
Manufactures & Misc. 6,738 8,413 -19.9
Petroleum, Oil,

Lubricants 3,877 6,362 -39.1
TOFC/COFC

(Piggyback) 2,327 2 484 - 4.4
Products of Forests 886 1,231 -28.0
Products of Agriculture 114 72 +58.3

Total Revenue $18,158 $22,991 -21.0

The Railroad’s working ratio (expense/revenue, 
excluding depreciation) was 123 percent, up from 110 
percent in FY 1978. Although expenses of all three 
operating departments— Transportation,
Engineering, and Mechanical— were $2 m illion less 
than expenses incurred in FY 1978, the 21-percent 
drop in freight revenues more than offset the 
economies.

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

The capital and major maintenance program 
ro je sharply because of the $6.3 m illion ( 1
appropriation by Congress for repairs to the 
Railroad’s Seward and Whittier dock facilities.

Table III shows revenues, expenses, gains 
(losses), and cash flow for each quarter of fiscal years ^ 
1978-79. It reflects the declines in traffic which occur , 
during the w inter months, and the increases which 
occur during the summer months.

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

TABLE III: QUARTERLY FINANCIAL RESULTS 
FISCAL YEARS 1978-79 

(M illioai dollars)

QUARTER REVENUE FXPENSE

FY 1978:
1 $ 7.1 $ 8.9 $(1.8) $(1.0)
2 5J 8.3 (2.6) (1.8)
3 7.1 8.4 (1.3) (0.5)
4 9-2 8.0 1.2 2.0

Total Oct. 1977-
Sept. 1978 $29.1 $33.6 $(4.5) $(13)

FY 1979:
1 $ 5.4 $ 7.9 $(2.1) $(1.7)
2 5.7 7 (2.0) (1.2)
3 6J7 6 2 (1.5) (0.7)
4 7.4 8.0 (0.6) 0.2

Total Oct. 1978-
Sept 1979 $25.2 $31.0 $(6.6) $(3.4)

The Railroad is taking active measures to reduce 
expenses further while continu ing essential service 
to the public. Rising costs w ill continue to have a 
detrimental effect on the financial situation in FY 
1980. The perennial deficits from passenger service 
w ill be offset in FY 1980 by an agreement recently 
signed by the Railroad and the State to cover losses 
associated with the W hittie r shuttle service, and by a 
Federal appropriation which included $1.5 m illion 
for the Ancnorage-Fairbanks passenger service.

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

Since the Government o f the State o f Alaska has 
substantial surplus funds because of the growth of oil 
revenues, the Federal Government believes that 
ownership of The Alaska Railroad should be w ith the 
State Government. The Federal Government believes 
that The Alaska Railroad exists primarily tor the 
benefit of the residents and shippers in Alaska; they 
need and deserve a much Larger voice in determ ining 
the role that they want the railroad to play.
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F i n a n c i a l

The fo llow ing four financial statements (Tables V 
through VIII) describe the financial situation of The 
Alaska Railroad.

TABLE V: STATEMENT OF INCOME 
FISCAL YEARS 1978-79 
(Thousand dollars)

CATEGORY 1979 1978

Operating Revenues (Note 3):
Freight $18,158 $22,991
Passenger 1,564 1,156
Other (Note 17) 3,378 3.293

$23,100 $27,440

Operating Expenses (1) (Note 4):
Maintenance of Way & Structures (Note 5) $ 5,235 $ 6,154
Maintenance of Equipment 7,845 8,576
Transportation 11,821 12,123
Traffic Management 470 421
Incidental 1,937 1,889
General and Administration (Note 6) 4,256 4,249

$31,564 $33,412 ,
Income (Loss) from Operations (8,464) (5,972)

N jn-operating Properties (Note 18):
Income (2) 2,081 1,651
Less Expense (1) 204 213

Net 1,877 1,438

Net Gain (Loss): .
Less Extraordinar. jm : $(6,587) $(4,534)

Deferred Outlays (Note 7) 40 543

Adjusted Net Gain (Loss) $(6,627) $(5,077)

(1) Depreciation included in Expenses (Note 8) $ 3,219 $ 3,196

(2) Income foregone because of PL 95-611 delaying implementation of fair
market value rents $ 300

Notes follow Table VIII.



F i n a n c i a l

The fo llow ing four financial statements (Tables V 
through VII!) describe the financial situation of The 
Alaska Railroad.

TABLE V: STATEMENT OF INCOME 
FISCAL YEARS 1978-79 
(Thousand dollars)

CATEGORY 1979 1978

Operating Revenues (Note 3):
Freight $18,15b $22,991
Passenger 1,564 1,156
Other (Note 17) 3,378 3.293

$23,100 $27,440

Operating Expenses (1) (Note 4):
Maintenance of Way & Structures (Note 5) $ 5,235 $ 6,154
Maintenance of Equipment 7,845 8,576
Transportation 11,821 12,123
Traffic Management 470 421
Incidental 1,937 1,889
General and Administration (Note 6) 4,256 4,249

$31,564 $33,412 ,
Income (Loss) trom Operations (8,464) (5,972)

Non-operating Properties (Note 18):
Income (2) 2,081 1,651
Less Expense (1) 204 213

Net 1,877 1,438

Net Gain (Loss): .
Less Extraordinary Item: $(6,587) $(4,534)

Deferred Outlays (Note 7) 40 543

Adjusted Net Gain (Loss) $(6,627) $(5,077)

(1) Depreciation included in Expenses (Note 8) $ 3,219 $ 3,196

(2) Income foregone because of PL 95-611 delaying implementation of fair
market value rents $ 300

Notes follow Table VIII.
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TA B L E  V I:  B A L A N C E  SH EET  
S EP T EM B ER  30, 1978-79 

( T h o u s a n d  d o lla rs )

CATEGORY 1979 1978

Assets:
Current Assets:

Cash (Note 9) $ 5,225 $ 5,714
Trust and Deposit Funds (Note 10) 63 87
Accounts Receivable 6*791 9,724
Materials and Supplies (Note 11) 6^39 607B
Prepaid Expenser. 83 —

$ 18001 $ 22,103
Properties:

Land (Note 12) 618 433
Buildings 12089 12,151
Roadway Structures &. Facilities 110089 108,828
Equipment 41030 40,926
Non-operating Property 0932 3,542

Total Properties 168J958 165,880
Less Accumulated Depreciation: 49087 46,766

Properties—Net 119071 119,114
Additions and Betterments in Progress (Note 13) 11059 7,305

131,130 126,419
Other Assets and Deferred Charges 1,7418 1,743

Total Assets $151079 $150,265

Liabilities & Proprietary Interest of the U.S. Governmen': '
Current Liabilities: $ 1,615 $ 1,607

Accounts Payable 1025 1,468
Accrued Payrolls Payable 63 87
Trust and Deposit Funds (Note 10) 3*003 3,162

Provision for Employees Annual Leave (Note 14) «2) 1,108'
Other Liabilities and Unadjusted Credits 936 1,234
Total Liabilities 3,937 5,504

Proprietary Interest (Note 15):
Net Investment 167,603 158,294
Retained Earnings from July 1, 1954 (13034) (8,456)
Current Year Operating Results (6,627) (5,077)
Total Proprietary Interest (Note 15) 147,412 144,761
Total Liabilities and Proprietary Interest

$151079 $150,265
.. . . . --------------

Notes follow Table VIII.



TABLE VII: STATEMENT OF CHANCES IN FINANCIAL POSITION 
FISCAL YEARS 1978-79 
(Thousand dollars)

FUNDS 1979 1978

Funds Were Provided by:
Revenues and Other Receipts $ 25,290 $ 29,135
Appropriations from Congress (Note 16) 9,300 3,000

Total Funds Provided 34,590 . 32,135
Funds Were Used for:

Labor 22,138 23,713
Other 5,445 4,356
Capital Improvements & Replacements 8,181 5,823

Total Funds Used 35,764 33,892
Increase (Decrease) in Government Equity (1,173) (1.757)

Other Increases (Decreases):
Undelivered Orders (705) (2,176)
Supplies and Materials (157) 210
Properties 4,711 2,066
Other 5 (236)

Total, Other 3,854 (136)
Total Increase (Decrease) in Government Equity $ 2,681 $ (1,893)

Proprietary Interest:
Beginning Balance $144,761 $146,654
Increase (Decrease) 2,681 (1,893)
Ending Balance (Note 15) $147,442 $144,761

Notes follow Table VIII.



TABLE V III: FIVE-YEAR CONDENSED SUMMARY OF OPERATIONS 
FISCAL YEARS 1975-79 
(Thousand dollars)

CATEGORY 1979 1978 1977 TQ
(Note 2)

1976
JUNE 30 1975

Operating Revenues $23,100 $27,440 $73,376 5 9,737 552 517 $41,416
Operating Expenses 31,564 33,412 35.727 11,129 49,406 36,208
Income from Operations (8,464) (5,972) (2,351) (1,392) 3,111 5,208
Non-operating Properties 

(Note 18):
Income 2,081 1,651 1,646 314 1,161 871
Expense 204 213 255 35 191 272

Non-operating Gain (Loss) 1,877 1,438 1,391 279 970 599
Net Gain or Loss $ (6,587) 5(4,534) 5 (960) 5(1,113) S 4,081 $ 5,807

Less Extraordinary Item:
Deferred Outlays (Note 7) 40 543 809 917 1,038 —

Adjusted Net Gain (Loss) $(6,627) 5(5,077) 5(1,769) 5(2,030) 5 3,043 $ 5,807
Operating Ratio 136.64% 121.76% 107.04% 114.30% 94.08% 87.43%
Working Ratio

(Excludes Depreciation) 122.71% 110.12% 97.69% 107.02% 89.26% 81.66%

^ ^ o t e s  follow Table VIII.

N O T E S  T O  F IN A N C IA L  STA TEM EN TS

1. S u m m a r y  o f  S ig n i f i c a n t  
A c c o u n t i n g  P o l i c ie s

The Alaska Railroad utilizes generally accepted 
principles, standards, and related requirements of 
governmental accounting as approved by the 
Comptroller General of the United States.
Operations are conducted in a manner consistent 
with related commercial enterprises and, at the same 
time, in conformance with the requirements 
incumbent upon a Government agency.

In accordance with the customary practice of the 
industry, the Railroad uses betterment and retirement 
accounting instead of depreciation accounting for 
roadbed and track. Under this concept, prescribed 
by the Interstate Commerce Commission, the cost of 
replacing track structure— less salvage recovered— is 
charged to the appropriate operating expense 
account and only the cost of betterments is 
capitalized. The amounts capitalized are not 
depreciated; but, upon retirement of track structure, 
the entire amounts capitalized— less salvage 
recovered— are charged to expense.

The accounting system and related procedures 
ifcdose financial condition and operating results to 
JB ™ de full acountability of the Government's 
investment in the Railroad and to afford 
management the necessary data to carry out its 
responsibility in the most efficient and economical 
manner.

The Railroad is financed from a revolving fund 
that bears the expenses of operating the Railroad, 
including incidental or collateral functions, and 
accrues revenues commensurate with such expenses 
by charging its customers for service performed.

2. T r a n s i t i o n  Q u a r t e r

In 1976, as the Federal Government changed Us a 
new fiscal year, a transition quarter (TQ) was placed 
between fiscal year 1976 and fiscal year 1977. 
Commencing FY 1977, fiscal years end September 30 
of the corresponding calendar year instead of June 
30. The financial statements and text of this annual 
report are designed to clarify this change in fiscal 
years and avoid any misunderstanding. Al! financial 
statements show exact dates of the periods covered.

3. R e v e n u e s

By the assessment of the applicable ta riff or 
contract rate for the service performed, revenues 
from rail operations are included in income on an 
accrual basis upon the completion of service.

4. E x p e n s e s

Expenses are accrued or applied or both on a 
basis consistent with generally accepted accounting 
principles.
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5 .  M a i n t e n a n c e  o f  W a y  
a n d  S t r u c t u r e s

Maintenance of way and structures include 
expenses incurred by engineering ($4,718,000) and 
communications ($517,000).

6 .  G e n e r a l  a n d  A d m i n i s t r a t i o n

General and administration include expenses 
under: general and administrative ($3,681,000); 
operations division ($2%,000); loss on excess current 
inventories ($8,000); and prior-year adjustments 
($271,000).

7 .  D e f e r r e d  O u t l a y s

Deferred outlays include projects for which 
appropriated funds are used, but are not capitalized 
as fixed assets until completion

8 .  D e p r e c i a t i o n

Provisions for depreciation are computed 
principally on the straightline method based on 
estimated service lives o f depreciated properties, 
except for the railway track structure, which is 
computed under the generally accepted industry 
betterment method. Depreciation charges are 
determ ined through use of composite, or group, 
rates applicable to various classes of property.

The fo llow ing is a breakdown of depreciation by 
major property accounts in FY 1979:

(Thousand dollars)

Buildings..........................................................................  $ 322
Other structures & facilities......................................  703
Equipment ......................................................................  1,957
Communications .........................................................  142
Riverboats ......................................................................  94
Other ..............................................................................  1

Total ............................................................................  $3,219

9 .  C a s h

Cash refers to the fund balance with the U.S. 
Treasury, which is the net amount of cash receipts, 
e.g., revenues, proceeds from sales and amounts of 
congressional appropriations, less disbursement.

10. T ru s t  a n d  D e p o s i t  F unds

Trust and deposit funds include special deposits 
and other collections that are not covered by the 
revolving fund and are cleared by disbursement or 
transfer, as appropriate. A contra account to this asset 
account is reflected in the liability section.

11. M a t e r i a l s  a n d  S u p p l i e s

Inventories, consisting primarily of replacement 
or repair parts for equipment and road property, 
construction materials, and fuel, are valued at 
average cost, including freight.

12. L a n d

Land includes only property purchased by the 
Railroad in fee simple from private owners and 
carried at acquisition cost. The Railroad owns over 
38,000 acres that are withdrawn from the public 
domain at no cost, and this land is not included in the 
financial lecords.

13. A d d i t i o n s  a n d  B e t t e r m e n t s  
in  P r o g r e s s

This is a control account for authorized capital 
projects during the period of construction or 
procurement. Upon completion of the capital 
project, the related costs are transferred into the 
appropriate fixed asset property account.

14. P r o v i s io n  f o r  E m p l o y e e s ’
A n n u a l  L e a v e

Provision for employees' annual leave includes 
the estimated liability for annual leave accruals 
earned and the charges for annual leave taken.

15. P r o p r i e t a r y  I n t e r e s t  
o f  t h e  U .S . G o v e r n m e n t

The proprietary interest is designed to show the 
Federal Government's net interest in The Alaska 
Railroad. At the end of FY 1979, it is summarized as 
follows:

(Thousand
dollars)

Appropriation by Congress ..............................  $226,596
Allotments from other agencies,

sale of lots, etc....................................................  1,724
Property transferred or donated

(not public domain)........................................  19,785
Earthquake losses ................................................. (16,738)
Deficits from operations and capital

losses to June 30,1954 ..................................... (63,764)
Retained earnings (July 1,1954, to

Sept. 30,1978) ................................................... (13,534)
FY 1979 operating results ..................................  (6,627)

T-»tal proprietary interest 
of the U.S. Government ........................  $147,442

16. C o n g r e s s i o n a l  A p p r o p r i a t i o n s

Funds appropriated by Congress were obligated 
w ith in the fiscal year, as shown below:



Congressional appropriations

Amount unobligated at end of

FY 79

(Million 
dollars) 
FY 78

$9.3 $3.0
7.7 3.0

1.6 0.0

17. Other Operating Revenues
Other operating revenues include operating 

revenues that were neither freight nor passenger. 
Individual accounts exceeding $100,000 in FY 1979 
were:

(Thousand
dollars)

Work performed for others—
reimbursements .................... $1,234

Equipment rentals .....................  479
Switching ............................ 340
Whittier shuttle-vehicles only .............  ',3tJ
Wharfage and handling .................  150
Mail ...............................  107
Demurrage........................  . 104
All other ............................  676
Total .............................  $3,378

18. Non-operating Properties
Non-operating properties include income and 

spense from other than railroad operating 
"accounts. Non-operating incomes in FY 1979 were:

(Thousand
dollars)

Land...............................  $1,600
Riverboats ........................... 256
Buildings............................  186
All other ............................  39
Total .............................  $2,081

Non-operating expenses in FY 1979 were:

(Thousand
dollars)

Buildings.............................  $106
Riverboats ....   97
All other .............................   1
Total ..............................  $204
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TO :  M e m b e r s ,  S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e

FROM: A l a s k a  R a i l r o a d  S t a f f  W o r k  G r o u p

RE :  A d d i t i o n a l  A m e n d m e n t s  t o  C o m m i t t e e  S u b s t i t u t e

( n ew  * *  d r a f t )

DATE :  A p r i l  12, 1982

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

a d o p t e d  b y  t h e  C o m m i t t e e  o n  A p r i l  8 , 1982. A d d i t i o n a l  c h a n g e s  

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

b y  t h e  m a n a g e m e n t  o f  : h e  A l a s k a  R a i l r o a d  a n d  o f  c o n c e r n s  

r a i s e d  b y  t h e  H o u s e  C o m m i t t e e .  T h e s e  a d d i t i o n a l  c h a n g e s  ( o t h e r  

t h a n  p u r e l y  t e c h n i c a l  o n e s )  a r e :

11 d e l e t i n g  t h e  w o r d s  " i n  . . . c a p i t a l  i m p r o v e m e n t s "  

o n  p a g e  3;

2) a d d i n g  a n  e x  o f f i c i o ,  n o n v o t i n g  b o a r d  m em b e r  who  

r e p r e s e n t s  t h e  l a b o r  o r g a n i z a t i o n s  a t  t h e  r a i l r o a d  o n  p a g e  5;

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

e x e c u t i v e  t o  t h e  b o a r d  o n  p a g e  5;

4) r e q u i r i n g  t h a t  a t  l e a s t  f o u r  m e m b e r s  o f  t h e  b o a r d  r e s i d e

i n  a r e a s  s e r v e d  b y  t h e  r a i l r o a d ,  a l s o  o n  p a g e  5;

5) a d d i n g  t h e  w o r d s  " o r  t h e  s t a t e "  o n  p a c e  6 t o  b e

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

6) c h a n g i n g  t h e  t e r m  f o r  b o a r d  m em b e r s  t o  f i v e  y e a r s  a n d

a d j u s t i n g  t h e  s t a g g e r i n g  o f  i n i t i a l  b o a r d  m em b e r  t e r m s



7) r e d u c i n g  b o a r d  m em b e r  c o m p e n s a t i o n  f r o m  $400 t o '$300 

p e r  d a y  o n  p a g e  7;

8) e l i m i n a t i n g  a p p r o v a l  b y  t h e  g o v e r n o r  o f  a p p o i n t m e n t  o f  

t h e  a u t h o r i t y  c h i e f  e x e c u t i v e  o f f i c e r  b u t  r e t a i n i n g  i t ,  f o r  

c o m p e t e n c e ,  o f  t h e  l e g a l  c o u n s e l  o n  p a g e  8;

9) e l i m i n a t i n g  t h e  c r o s s - r e f e r e n c e  t o  A . S .  44 .62 .312 o n  

p a g e  14 ( S e c t .  o n  312 i s  a  p o l i c y  s t a t e m e n t  w h i c h  s u n n e c e s s a r y  

a n d  m a y  b e  c o i ' f u s i n g )  ;

10) a d d i n g  t h e  w o r d s  " o r  t o "  o n  p a g e  21 t o  e n s u r e  p r o t e c t i o n  

o f  a u t h o r i t y  p r o p e r t y ;  a n d

11) r e d u c i n g  t h e  t i m e  l i m i t s  o n  g u b e r n a t o r i a l  ( f r o m  60 t o  

45 d a y s )  a n d  l e g i s l a t i v e  ( f r o m  90 t o  60 d a y s )  r e v i e w  o f  p r o p o s e d  

a u t h o r i t y  a c t i o n s  o n  p a g e  42.

appropriately on page 7;



PLEASE NOTE: THE FOLLOWING PAGES WERE TREATED 

AS A UNIT IN THE ORIGINAL DOCUMENT



A u t h o r i t y  O p e r a t i o n  o f  F e d e r a l  R a i l r o a d

On p a g e  6, l i n e  2, f o l l o w i n g  t h e  w o r d  " l e g i s l a t i o n "  a n d  o n  
p a g e  51, l i n e  23 , f o l l o w i n g  t h e  w o r d  " l e g i s l a t i o n "  a d d :

o r  u p o n  a p p r o v a l  b y  t h e  l e g i s l a t u r e  o f  o p e r a t i o n  
o f  t h e  F e d e r a l  A l a s k a  R a i l r o a d  b y  t h e  a u t h o r i t y .

■\
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Coal Utilization

1) On p a g e  25, l i n e  18, d e l e t e  t h e  w o r d  " a n d "  a n d  
i n s e r t  a  comma i n  i t s  p l a c e .

2) On p a g e  25, l i n e  19, a d d  t h e  f o l l o w i n g  a f t e r  " m a t e r i a l s "
a n d  b e f o r e  " o n " :  " ,  a n d  c o a l "

3) On p a g e  27, l i n e  19, a d d  t h e  f o l l o w i n g  a f t e r  " u s e "  a n d
b e f o r e  " s a n d " :  " f o r  i t s  p u r p o s e s "

4) On p a g e  27, l i n e  20, d e l e t e  t h e  w o r d  " a n d "  a n d  i n s e r t  a 
comma i n  i t s  p l a c e ;  a n d  a d d  t h e  f o l l o w i n g  a f t e r  " m a t e r i a l s "  
a n d  b e f o r e  " o n " : " a n d  c o a l "

5) On p a g e  28, l i n e  23, a d d  a n e w  s u b s e c t i o n  4 2 .4 0 .5 1 0 ( f )  
a s  f o l l o w s :

( f ) .  B e f o r e  t h e  a u t h o r i t y  e x t r a c t s  o r  u t i l i z e s  
c o a l  o n  l a n d s  i n  w h i c h  i t  ow n s  a n  i n t e r e s t ,  a s  
a u t h o r i z e d  b y  A . S . 42.4 0. 500 (b) a n d  (b) o f  t h i s  
s e c t i o n ,  i t  w i l l  s u b m i t  a r e q u e s t  f o r  a u t h o r i z a ­
t i o n  t o  d o  s o  t o  t h e  d e p a r t m e n t  o f  n a t u r a l  
r e s o u r c e s .  W i t h i n  45 d a y s  o f  r e c e i v i n g  t h e  
r e q u e s t ,  t h e  d e p a r t m e n t  o f  n a t u r a l  r e s o u r c e s  
w i j . 1  a p p r o v e  t h e  r e q u e s t  i f  i t  d e t e r m i n e s  t h a t  
the?* c o a l  d e s c r i b e d  i n  t h e  r e q u e s t  i s  l o c a t e d  o n  
l a n d s  i n  w h i c h  t h e  a u t h o r i t y  ow n s  a n  i n t e r e s t  
a n d  i s  n o t  s u b j e c t  t o  v a l i d  e x i s t i n g  r i g h t s  o f  
a t h i r d  p a r t y .  T h e  t i t l e  t o  a l l  c o a l  o n  l a n d s  
i n  w h i c h  t h e  a u t h o r i t y  o w n s  a n  i n t e r e s t  i s  i n  
t h e  S t a t e  o f  A l a s k a  u n t i l  t h e  c o a l  i s  s e v e r e d  
f r o m  t h e  l a n d  a n d  u t i l i z e d  b y  t h e  a u t h o r i t y  
u n d e r  t h i s  s u b s e c t i o n  o r  o t h e r w i s e  d i s p o s e d  o f  
i n  a c c o r d a n c e  w i t h  A . S .  38 .05 .150  a n d  
A . S .  42 .40 .515 .  T h e  a u t h o r i t y  m ay  u s e  c o a l  
m a d e  a v a i l a b l e  t o  i t  u n d e r  t h i s  c h a p t e r  f o r  
o p e r a t i o n a l ,  n o n - i n c o m e  p r o d u c i n g  p u r p o s e s  
o n l y ,  i n c l u d i n g  t h e  g e n e r a t i o n  o f  p o w e r  t o  
s u p p o r t  o p e r a t i o n s  a n d  c o m p e n s a t i o n  i n  k i n d  o f  
a p e r s o n  w i t h  whom  t h e  a u t h o r i t y  c o n t r a c t s  
t o  e x t r a c t  c o a l .



Elimination of Conveyance of Subsurface to State

1) On p a g e  25, l i n e s l l - 2 5 ,  d e l e t e  s u b s e c t i o n  4 2 .40 .500 (b )  i n  
i t s  e n t i r e t y  a n d  r e n u m b e r  s u b s e c t i o n s  a c c o r d i n g l y .

2) On p a g e  29 , l i n e  21, a d d  f o l l o w i n g  t h e  w o r d  11 d e v e l o p m e n t "  
t h e  w o r d s  " a n d  c o n v e y s  t o  t h e  s t a t e  t h e  n e c e s s a r y  i n t e r e s t "

3) I f  t h e  c o a l  u t i l i z a t i o n  a m e n d m e n t  i s  a d o p t e d ,  d e l e t e  f r o m  
A . S .  4 2 .4 0 .5 1 0 ( f )  t h e  w o r d s  " A . S .  4 2 .4 0 .50 0 (b )  and"



On p a g e  45, l i n e  15, d e l e t e  t h e  comma a n d  i n s e r t  i n  l i e u  t h e r e o f  
a  p e r i o d ;  d e l e t e  t h e  p h r a s e

" a n d  t h e  a u t h o r i t y ' s  e m p l o y e e s  a r e  c ’. a s s i f i e d  a s  
e m p l o y e e s  u n d e r  A . S .  2 3 .4 0 .2 0 0 ( a ) ( 1 ) . "



Private Management

1) On p a g e  8, l i n e  28, a d d  a  n e w  s u b s e c t i o n  4 2 .40 .25 0 (b )  a s  f o l l o w s t

(b) N o t w i t h s t a n d i n g  s u b s e c t i o n  ( a ) , t h e  b o a r d  may p r o v i d e  
f o r ,  i n  a  m a n n e r  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s  
c h a p t e r  a n d  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  s t a t e  as  
p r o v i d e d  i n  A . S .  4 2 .4 0 .7 0 0 ,  t h e  m a n a g e m e n t  a n d  
o p e r a t i o n  o f  t h e  r a i l r o a d  b y  a t h i r d - p a r t y  c o n t r a c t o r .

2) On p a g e  18, l i n e  25, a d d  f o l l o w i n g  t h e  w o r d  " u n d e r t a k e , "
t h e  w o r d s  " o r  p r o v i d e  f o r "

3) On p a g e  40, l i n e  6 ,  d e l e t e  t h e  w o r d  " o r "

4) On  p a g e  40, l i n e  9 ,  f o l l o w i n g  " ($5,000,000) ;" a d d  t h e  w o r d  " o r "

5) O n  p a g e  40, l i n e  10, a d d  a n e w  p a r a g r a p h  (4):

(4) p r o v i s i o n  f o r  t h e  m a n a g e m e n t  a n d  o p e r a t i o n  o f  t h e  
r a i l r o a d  b y  a  t h i r d - p a r t y  c o n t r a c t o r

A
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You  h a v e  r e q u e s t e d  t h a t  t h i s  o f f i c e  u n d e r t a k e  a  s e c t i o n -  
b y - s e c t i o n  a n a l y s i s  o f  SB 212 a n d  SB 221 w i t h  n o t a t i o n s  o f  
a n y  d i f f e r e n c e s  w h i c h  e x i s t  b e t w e e n  t h e  tw o  b i l l s .  B o t h  
b i l l s  c r e a t e  a n  A l a s k a  R a i l r o a d  A u t h o r i t y .  SB 212 a n d  
SB 221 s h a r e  m o r e  p a r a l l e l  p r o v i s i o n s  t h a n  t h e y  d o  d i f ­
f e r e n c e s .  I n  t h e  i n t e r e s t  o f  e c o n o m y  o f  t i m e  a n d  e f f o r t ,  I  
h a v e  a t t e m p t e d  t o  s u m m a r i z e  t h e  m a i n  d i f f e r e n c e s  w h i c h  e x i s t  
b e t w e e n  t h e  two  b i l l s  s i n c e  t h i s  s e em s  t o  b e  m o s t  s a l i e n t  
f e a t u r e  o f  y o u r  r e q u e s t .  I  d o  n o t  b e l i e v e  t h a t  o n e  w i l l  
e n c o u n t e r  m u ch  d i f f i c u l t y  i n  u n d e r s t a n d i n g  w h a t  a  g i v e n  
s e c t i o n  o f  e i t h e r  b i l l  s a y s ,  b u t  I  am a w a r e  t h a t  t h e r e  i s  
some n e e d  t o  b e  a b l e  t o  c o m p a r e  d i f f e r e n c e s  b e t w e e n  t h e  tw o  
b i l l s .  I  h a v e  u n d e r t a k e n  t h a t  c o m p a r i s o n  i n  n a r r a t i v e  f o r m  
b e l o w .  Y o u  may f i n d  t h a t  f u t u r e  r e f e r e n c e  w o u l d  b e  f a c i l ­
i t a t e d  i f  t h e  f o r m a t  o f  t h i s  memo i s  c h a n g e d  i n t o  some s o r t  
o f  g r a p h i c  p r e s e n t a t i o n .

B o t h  b i l l s  c r e a t e  t h e  A l a s k a  R a i l r o a d  A u t h o r i t y  a s  a p u b l i c  
c o r p o r a t i o n  o f  t h e  s t a t e .  H o w e v e r ,  t h e  c o m p o s i t i o n  o f  t h e  
g o v e r n i n g  b o a r d  v a r i e s .  U n d e r  SB 212, t h e  b o a r d  c o n s i s t s  o f  
a t  l e a s t  o n e  b a n k e r ,  o n e  a t t o r n e y ,  o n e  e c o n o m i s t ,  o n e  t r a n s ­
p o r t a t i o n  p e r s o n ,  a n d  o n e  b u s i n e s s  p e r s o n  [ s e c .  4 2 .4 0 .0 3 0 . ] .  
U n d e r  SB 221, t h e  b o a r d  c o n s i s t s  of: t h e  c o m m i s s i o n e r  o f  
t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s ,  t w o  s e n a t o r s ,  two  
r e p r e s e n t a t i v e s  a n d  tw o  m embers  o f  t h e  g e n e r a l  p u b l i c  
[ s e c .  4 4 ,8 7 .0 1 5 ] .  O n l y  SB 212 s p e c i f i c a l l y  s e t s  o u t  a 
c o n f l i c t  o f  i n t e r e s t  s e c t i o n  [ s e c .  4 2 .4 0 .05 0 ] .  SB 221 c a l l s  
f o r  t h e  e m p l o y m e n t  o f  a n  e x e c u t i v e  d i r e c t o r  t o  m a n a g e  t h e  
a u t h o r i t y  [ s e c .  4 4 .8 7 .02 5 ] ,  w h i l e  SB 212 g i v e s  t h i s  j o b  t o

*
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t h e  p r e s i d e n t  [ s e c .  4 2 .4 0 .1 0 0 ] ,  T h e  g e n e r a l  p o w e r s  o f  t h e  
a u t h o r i t y  u n d e r  b o t h  b i l l s  a r e  p r a c t i c a l l y  i d e n t i c a l .  One  
o f  t h e  p u r p o s e s  o f  t h e  a u t h o r i t y  u n d e r  SB 221 i s  t o  e n t e r  
i n t o  t a l k s  w i t h  t h e  f e d e r a l  g o v e r n m e n t  a n d  C a n a d i a n  p r o v ­
i n c e s  r e g a r d i n g  a n  i n t e r n a t i o n a l  r a i l  c o n n e c t i o n  [ s e c .  44.- 
87 .030 ] .  N o w h e r e  i s  t h i s  e x p r e s s l y  m e n t i o n e d  i n  SB 212 
a l t h o u g h  t h i s  p u r p o s e  c o u l d  b e  i m p l i e d  e a s i l y  u n d e r  
s e c .  42 .40 .120 .  O n l y  SB 212 e x p r e s s l y  c a l l s  f o r  a n  a n n u a l  
r e p o r t  [ s e c .  4 2 .4 0 .1 2 0 ] ,  a n d  a u d i t  [ s e c .  4 2 .4 0 .1 5 0 ] .

T h e  f i n a n c i a l  p r o v i s i o n s  o f  b o t h  b i l l s  a r e  s i m i l a r .  SB 212 
d i f f e r s  a s  i t  p r o v i d e s  f o r  b o n d  a n t i c i p a t i o n  n o t e s  [ s e c .  42.- 
4 0 .1 6 0 ( b ) ] .  SB 221 p r o v i d e s  f o r  a m a x im um  f o r t y  y e a r  m a t u r i t y  
f o r  a u t h o r i t y  b o n d s  [ s e c .  4 4 .8 7 .0 4 0 ( b ) ] ,  w h i l e  SB 212 c a l l s  
f o r  a f i f t y - y e a r  m a x im um  [ s e c .  4 2 .4 0 .1 5 0 ( c ) ] .  SB 212 g o e s  
i n t o  m u c h  m o r e  d e t a i l  w h e n  d e s c r i b i n g  t h e  r e s o l u t i o n  w h i c h  
a u t h o r i z e s  t h e  i s s u a n c e  o f  b o n d s  [ s e c .  4 2 .4 0 .1 6 0 ( f ) ] ,  t h a n  
d o e s  SB 221 [ s e c .  4 4 .8 7 .0 4 0 ( b ) ] .  O n l y  SB 212 c a l l s  f o r  a n  
i n d e p e n d e n t  f i n a n c i a l  a d v i s o r  [ s e c .  4 2 .4 0 .1 7 0 ] ,  SB 221 
s p e c i f i c a l l y  r e f e r s  t o  t r u s t  i n d e n t u r e s  a n d  t r u s t  a g r e e m e n t s  
a n d  p r o v i d e s  t h a t  a n  i s s u e  o f  b o n d s  may b e  s e c u r e d  b y  s u c h  
i n s t r u m e n t s  w h i l e  SB 212 i s  s i l e n t  o n  t h i s  p o i n t [ s e c .  44.- 
87 .045 ] .  SB 212, u n l i k e  SB 221, p r o v i d e s  f o r  t h e  i s s u a n c e  
o f  r e f u n d i n g  b o n d s  [ s e c .  4 2 .4 0 .22 0 ] .  O n l y  SB 2.12 p r o v i d e s  
f o r  t h e  d i s s o l u t i o n  o f  t h e  a u t h o r i t y  [ s e c .  4 2 .4 0 .27 0 ] ,  a n d  
f o r  t h e  e x e m p t i o n  o f  a u t h o r i t y  p e r s o n n e l  f r o m  t h e  S t a t e  
P e r s o n n e l  A c t  [ s e c .  4 2 .4 0 .2 8 0 ] .  T h e  l a s t  s u b s t a n t i v e  d i f ­
f e r e n c e  i n  t h e  f i n a n c i a l  p r o v i s i o n s  o f  t h e s e  two  b i l l s  i s  
t h a t  o n l y  SB 221 e x p r e s s l y  s t a t e s  t h a t  i n c o m e  f r o m  i n v e s t ­
m e n t s  o f  t h e  a u t h o r i t y  i s  l i m i t e d  t o  m a i n t e n a n c e  o r  i m p r o v e ­
m e n t  o f  r a i l r o a d  f a c i l i t i e s  [ s e c .  44 .8 7 .07 5 ] .

C a l l  me a t  y o u r  c o n v e n i ' n c e  i f  y o u  h a v e  a n y  p r o b l e m s  w i t h  
u n d e r s t a n d i n g  t h e  c o n t e n t  o f  a s p e c i f i c  s e c t i o n  b e y o n d  t h e  
d i f f e r e n c e s  i d e n t i f i e d  b y  t h i s  c o m p a r i s o n .

T A S :1 j b
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S e n a t e

Office of (fie Pres.Teni s ^ S p L
Juneau, Alaska 99811

M E M O R A N D U M

TO : COMMITTEE MEMBERS
SENATE TRANSPORl’ATION COMMITTEE

FROM : SENATOR JAY KERTTULA

DATE : APRIL 12, 1982

SUBJECT: REQUESTED AMENDMENTS TO SB 212
FROM FRANK JONI2S

The a t t a c h e d  i n f o r m a t i o n  wl'. ich was p r o v i d e d  by  Frank Jones ,  Manager , A la ska  
R a i l r o a d ,  a r e  t h e  same r c c a u u e n d a t i o n s  t h a t  were  made t o  s t a f f  o v e r  two 
weeks ago .  Many o f  t h e s e  s u g g e s t i o n s  h a ve  been  i n c o r p o r a t e d  i n  t h e  most 
r e c e n t  v e r s i o n  o f  SB 212.

JK/gt/aj



Where the Railroad is described as a "public authority," lines 2 and 7 on page 

3 and lines 10, 19 through 21 and line 24 on page 4, the word "public" should 

be deleted.

The word "public" implies a government function. It emphasizes the 

governmental characteristics of the Railroad to the detriment of the business 

aspects of the authority. However, the authority is not performing normal 

governmental functions, but it is instead performing transportation services 

ordinarily in the private sector of the economy. The authority should be more 

like a business than a governmental entity; should have flexibility to meet 

changing conditions; should be free of political interference where normal 

operations are concerned, and should have the assets that lower 48 railroads 

have. However, the word "public" connotes the opposite of the above. It
I

connotes an inefficient government bureaucracy rather than a more efficient 

business. It connotes possible political interferences.

Line 16 The authority should be allowed the flexibility of either

issuing tax free obligations or to be taxable obligations.

The authority may be able to issue taxable bonds similar to 

those issued by transportation companies, such as airlines, 

railroads and trucking firms at better interest rates simply 

because the the financial markets are familiar with such 

bonds, whereas the financial markets may stay away from the

tax free bonds of an unique quasi-governmcntal railroad 

authority not backed by the financial strength behind the

I



Pages 3 & 4 - Continued

Lines 17 & 18 In order that the state's transportation industry remain

competetive but healthy, the authority should be run as much 

as possible like any other private transportation business.

Line 22 The authority should be given the flexibility to be 

supported by means other than state investment.

Line 29 The authority should be given broad flexible powers to meet 

the changes that future decades are sure to produce. The 

authority should be allowed to invest its funds to 

maximize its income until the principal and interest are 

needed.



The Railroad, because of its emphasis on the business 

orientation of the new Railroad authority, suggests that the 

board appointed by the Governor should have a greater 

business, rather than governmental, flavor. Therefore it 

suggests that the only government person on the board be the 

highest official in the Executive Branch. This lends a 

greater credence to the stature of thr Railroad as an entity 

of State government. The Railroad feels that it can 

function as a profit-making asset in the stable of assets 

serving under the seal of the State of Alaska. It will take 

in revenues in excess of $50 million this year alone, and 

has over 500 employees. It is the transportation connecting 

link between ice-free tidewater and the interior of Alaska, 

and 70% of the population of the State lives in the 

railbelt. Therefore, the Governor of the State should serve 

on its board. Along with the Governor, the Chief Executive 

officer of the Railroad should serve on the board as do most 

CEO's in private firms serve on their boards of directors. 

Morever, a labor respresentative should be on the board to 

represent the labor side of railroading. Progressive 

business organizations recognize the importance of labor to 

well run organizations.



The Railroad has certain reservations about the way the 

hiring and firing and compensation are structured. The 

Railroad feels that the board should appoint the Chief 

Executive Officer and the CEO should appoint all other 

employees and fix their compensation. If the Railroad is 

not successful, the board should get another CEO.

However, one important comment should be made regarding the 

limitation of executive salary to that salary established 

for departmental ccinmissioners. Presently there are 11 

executive officials of The Alaska Railroad who make in 

excess of $50,000 base pay a year, plus 17-1/2%, soon to be 

raised to a 22-1/2% cost of living allowance. If it is 

assumed that all executive officials are within the federal 

tax bracket of 50%. It can be assumed that COLA, which is 

tax free, when equated to taxable income would then be 

doubled. Therefore, these 11 executive officials presently 

have a taxable income of $70,000 to $90,000, which is in 

excess of a commissioner's salary. All of these executives 

have expressed their concerns in accepting a 20% - 30% 

reduction and indicated they would circulate their resumes 

and seek other employment. This action would adversely 

affect the new authority. The loss of experienced 

executives could have a serious affect on the State.

Section 42.A 0 . 250 originally had subsection (b) which would 

allow the Railroad to be managed by a private contractor. 

This power has been deleted from the new SB 212. Even the 

Railroad's 1914 Enabling Act allowed for the operating of 

the Railroad by a private contractor. It is suggested that 

lanuage be included that would permit private contractor 

operation if the Board so deemed.



It is believed unecessary, as part of this statute, to 

laboriously reiterate detailed provisions for conflicts of 

interest, when there is presently a state statute on 

conflict of interests and the modification suggested by the 

railroad adequately covers this matter. If it is the 

opinion of the Legislature the State Conflict of Interest 

Act is not strong enough, that act, not the railroad act, 

should be amended. The railroad act should be as succinct 

as possible, not detailed and inflexible.



Page 12

public board meetings. The railroad suggests that the 

executive sessions of the board should be allowed regarding 

all of the corporate powers given to the authority by this 

Act. All discussions by the board regarding all business 

decisions vis vis the corporate powers should be conduct- 

able by the board in executive session. This does not mean 

that they must discuss these powers within an executive 

session, but merely have the authority to do so when 

necessary.

Obviously any discussion of tariffs, divisions and contract 

rates should fall within the power of the board to discuss 

in executive sessions.

Because healthy competition brings down the coBt of 

transportation services to the citizens of Alaska, the 

authority should be able to compete effectively against the 

rest of the transportation industry by holding itfi meetings 

in executive session. No board of any transportation 

company discusses strategy and assesses their own strength 

and weakness at meetings routinely open to their 

competitors.

Lines 19-29 The railroad suggests a modification of the requirement for



There are presently existing 143 volumes with 469 

supplemental orders of Railroad Rules and Regulations. This 

requirement of review is a monumental task which will 

require considerable unnecessary immediate expenses on 

behalf of the Railroad. This requirement of change in Rules 

does not aid the Railroads ability to function. The 

Railroad and the State would be best served by continuing 

the existing Rules and Regulations if they are not 

inconsistent with this chapter and State law until it 

becomes necessary through Railroad operations to change 

these Rules and Regulations.

The railroad, in its business function must be afforded 

specific protections from disclosure not required by other 

agencies. The reason for this is that the transportation 

industry* whether it be railroads or ships or planes or 

trucks, is both competitive and overwhelmingly private. 

Because the transportation industry is competitive, the 

authority should not have to disclose information helpful to 

compet itors.

Our suggested language provides such protections, while 

still bringing the railroad within the requirements of A.S. 

0 9 . 2 5 . 1 1 0 - . 1 2 0 .

Therefore, to maintain a competitive and healthy Alaska 

transportation industry, the above changes should be made.



Conforms with suggested (a) on Page 15.

42.40.400 - GENERAL POWERS, should read the "Board of 

Directors, by its own undertaking, or by appropriate 

delegation to the Chief Executive Office, may" rather than 

"The Authority may." This change will make the line of 

power much clearer. The "Authority" is the ultimate entity 

but all powers and duties should be granted to either the 

Board of Directors of the "Authority" or the C.E.O. There 

should be a new paragraph placed in the Bill granting the 

power to the Board of Directors to assign to the C.E.O. such 

corporate powers as, in the Board of Directors' opinion, 

would best serve the business of The Alaska Railroad.

(4) This subsection is potentially in conflict with 

42.40.250 as currently written. 42.40.250 as currently 

written gives the Board of Directors, with the approval of 

the Governor, the power to appoint the C.E.O. and the legal 

counsel, and all executive officers serve at the pleasure of 

the Board of Directors. The powers set forth in 42.40.400 

as rewritten by the Railroad on line 13 are clearer and less 

cluttered, and can be assigned to the C.E.O.

Subsection (5) runs contrary to 42.42.450 as rewritten by 

the Railroad or is redundant to 42.42.450, as currently 

written. To structure the authority like a business, the 

Chief Executive Officer should have the power to hire the 

legal counsel.



(17) It should read "lend the authority's funds, property, 

credit or services for authority purposes."

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



Between the word "on" and the work "property" the phrase "or 

to" should be inserted. The change is requested to allow 

the security force to act as state law enforcement officers 

for violations that occur to^ property owned, managed or 

transported by the authority but that do not occur ori 

property owned, managed or transported by the authority.



Lines 29 - 30 of page 20 and lines 1 - 12 of page 21 should 

be stricken. Both the Governor and the Legislative Auditors 

are inexperienced in railroad accounting, in transportation 

law such as the Interstate Commerce Act, and in business 

practices as opposed to governmental practices. As a 

result, information of a confident' .1 nature is 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. Most 

business contracts are made in private rather than in the 

press. In fact, publication of business deals in the press 

often portend problems. 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 is presented in the suggested railroad changes 

to the bill.

The state would benefit by the above changes which structure 

the authority more like a business rather than a government 

bureauracracy. The structuring oi the authority like a 

business helps maintain both an efficient competitive 

railroad authority and an efficient competetivc transpor­

tation industry. Both are needed for a healthy Alaska 

economy. Moreover, the above changes would buffer the 

authority from political interference and influential 

constituents.



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 independent audit is recommended. 37.07.050 sets 

forth the requirements for "agency programs and financial 

plans." Nothing more need be said.

Therefore, the above deletion would help maintain a 

competitive efficient Alaskan transportation industry by 

structuring the authority more like a business and bufferi 

it from political interference.



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 those plans that would aid the railroad in 

developing plans for long range capital improvements when 

any of those kinds of improvements must be financed by the 

Legislature and the Governors office.



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 is over. During 

this.reversionary period, according to a draft of the 

Federal transfer legislation, land "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 ten 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 interest in lands conveyed from the Federal 

Government.

/
The Railroad, during this deoate, will argue for the control 

of the subsurface to its 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 loses its mineral rights to the 

State, it would reduce the potential of the ARR to earn 

royalties to keep revenues above expenses and reduce the 

railroads potential of State subsidy funds. Also, the right 

to use the subsurface for rocks, sand and gravel and for 

tunnels, ditches, and other recontouring of land is 

important to the Railroad. Therefore, subsection (b) should 

be deleted to prevent any chance of essential railroad lands 

reverting to the Federal Government. Why expose crucial 

right of way land, gravel land, port land, and industrial 

land to any possibility of reversion? Moreover, subsurface 

gravel, rock and coal are needed to either produce income or

I

lessen expenses (gravel for roadbeds) and thereby make the 

authority profitable so that it need not even ask for a



Subsection (f) of 42.40.500 should be deleted, because no 

interest in 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.

Therefore, this subsection should be taken out, because the 

State should not place itself in the position of exposing 

itself to a high probability of the reversion of land to the 

United States if Railroad land is disposed of during the 

reversionary period.



Page 26

Lines 20-30

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 grant to the 

Railroad the right to control the land, whether it be the 

surface or subsurface.

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

Therefore, all of this subsection should be deleted so that

the valuable land resources of The Alaska Railroad are not

exposed to any possible danger, whether remote or imminent,

•

of reversion back to the United States. These lands are 

crucial to rail transportation in Alaska. Moreover, joint 

management increases coordination expenses, to the authority 

and at the same time lessens the potential of the use of 

these lands to either produce income or lessen expenses, 

such as the gravel costs of roadbeds. If the Railroad is to 

be profit oriented then the Railroad should control its own 

lands.



The words "Chief Executive Officer" should replace the words 

"General Manager."

4 2 . 4 0 . 5 1 5  s h o u l d  b e  d e l e t e d  u n t i l  s u c h  t i m e  a s  t h e  

r e v e r s i o n a r y  p e r i o d  s e t  f o r t h  i n  t h e  F e d e r a l  s t a t u t e  i s  

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

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

g o v e r n m e n t  o r  t h e  p a y m e n t  b y  t h e  S t a t e  o f  t h e  v a l u e  o f  t h e  

r e a l  p r o p e r t y  i n t e r e s t .  D u r i n g  t h i s  same p e r i o d ,  s t r e n u o u s  

d e b a t e  c a n  b e  h a d  w i t h  l e g i s l a t o r s ,  t h e  G o v e r n o r  and t h e  

p u b l i c  as  t o  t h e  m a n a g e m e n t  and d e v e l o p m e n t  o f  R a i l r o a d  

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

o r  t o  d e v e l o p  n a t u r a l  r e s o u r c e s  on i t s  l a n d s  so  t h a t  i t s  

i n c o m e  w i l l  be g r e a t e r  t h a n  i t s  e x p e n s e s .

Therefore, this section should be deleted so that the . 

valuable land resources of Hie Alaska Railroad are not 

exposed to any possible danger of reversion back to the 

Federal Government. These lands are irreplacable to rail 

transportation in Alaska. Moreover, the management of the 

subsistance of authority lands by the department of natural 

resources adds another level of bureaucracy before 

development of the lands to take place. Thus, department of 

natural resource management of authority lands could 

interfere with normal railroad uses of authority lands or 

delay or prevent tlie use of lands to produce income for the 

authority or to reduce the expenses of the authority.



Page 29

Lines 24-26 Because this subsection (b) of 42.40.530 requires the

t
Railroad to convey the subsurface estate to the State, the 

Railroad is prevented from using eminent domain to acquire 

subsurface resources such as coal, gravel, sand and rock.

Therefore, to develop the mineral and agricultural potential 

of Alaska, these three lines need t.o be deleted, because 

gravel, rock and sand are needed to build the roadbeds of 

new rail extensions. This would stymie development of the 

Railroad lands and therefore the Railroad.



Page 30

Lines 1-4 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.

Therefore, to allow the Authority to have Eminent Domain to 

acquire gravel lands needed for expansion of the Railroad, 

Subsection (b) should be eliminated.



Page 37

Lines 24-30 42.40.655 - The Board of Directors "'may1* 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 authcrity may not be able to 

obtain insurance at either any cost or a reasonable cost and 

therefore, it is more efficient to be its own insurer and 

defend its own tort lawsuits. It is a business decision, 

not a political one, and so slould 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.

Therefore, the change here benefits the state by allowing 

the authority to operate like a business rather than 

imposing a border or the authority that may eventually lead 

it to request subsidization from the state.



The phrases "expansion, reduction or diversification of 

services" and "significant and permanent change in 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.

The State would benefit by the clarification because State 

review is not needed of expansions, reductions or diversi­

fications of service due to normal business charges.

This might apply to a reduction in the service of the 

Whittier Shuttle or the winter reduction of trains to 

Fairbanks. It is not clear as drafted.



42.40.700 - Subsection (c) and (d) should be stricken as 

unnecessary. The review of any proposed action of the 

Railroad is 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 in competition 

with the rest of the transportation industry, which is inI

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 diversifi'at ion of 

8ervices"(an over broad phrase), would allow intervention on 

the basis of political reasons when only business 

considerations should be used.

Therefore, the deletion of 42.40.700 (c) & (d) would benefit 

the State by insulating the authority from harmful political 

pressure and thereby maintaining a healthy private trans­

portation industry capable of healthy competition with the 

Railroad as well es each other.



Page AO

Line 5 Subsection (e) should be realphabetized to (c). The words 

•'notwithstanding the foregoing" should be stricken because 

we have requested a deletion of the preceding paragraph.

Line 11 "(c)" should be substituted for "(e)".

Lines 13-14 These two lines should be deleted because we are asking that 

42.40.710 be deleted.

Line 15 "(2)" should be deleted, housekeeping amendment.

Line 18 on 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 a part of 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 i o n s .

Therefore, the deletion of section 42.40.710 would affect 

the State by preventing the State from unfairly interjecting 

itself into the free enterprise and free market system.



Page 41

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.

Therefore, the striking out of Section 42.47.715 which set

forth the Governors' intervention in control of the Railroad
»

is really covered in Sec. 42.40.720 and is unnecessary. The 

power of the authority should be vested in the Board.

42.47.715 is really unnecessary if 720 remains in the Bill. 

720 allows the government to get a court to impose a 

Trusteeship over the Railroad under circuratances similar to 

715. Therefore, the State is amply protected and the 

deletion of 715 streamlines the Railroad operation and this 

Bill.



Page 45

Lines 12-17 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 

Railroads' passage through their boundaries, the Railroads' 

transportation of goodb and services could be controlled and 

severely disrupted by Municipality control and Mayoral 

constituents.



Line 16 Chief Counsel has been incorrectly deleted from the 

definition of "Executive Officials."



Chief Counsel has been incorrectly deleted from the 

definition of "Executive Officials."



PLEASE NOTE; THE PRECEDING PAGES HERE TREATED 
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LEGISLATIVE AFFAIRS AGENCY

POUCH Y - STATE CAPITOL 

JUNEAU, ALASKA 99811 

907-465-3800

M E M O R A N D U M Febxaary 26, 1981

SUBJECT :

TO:

FROM:

S e c t i o n a l  a n a l y s i s  o f  A l a s k a  R a i l r o a d  
A u t h o r i t y  B i l l  (Work O r d e r  N u m b e r  12-0866)

S e n a t o r  M. E .  D a n k w o r t h

R a n d o l p h  G .  B e r r y  
L e g i s l a t i v e  C o u n s e l

I n  a c c o r d a n c e  w i t h  y o u r  r e q u e s t ,  t h e  f o l l o w i n g  i s  a 
s e c t i o n - b y - s e c t i o n  a n a l y s i s  o f  y o u r  b i l l  e s t a b l i s h i n g  t h e  
A l a s k a  R a i l r o a d  A u t h o r i t y  (Work O r d e r  N o .  12-0093).

S e c .  1 o f  t h e  b i l l :

S e c .  42 .40 .010  e s t a b l i s h e s  t h e  A l a s k a  R a i l r o a d  
A u t h o r i t y  a s  a p u b l i c  c o r p o r a t i o n  w i t h i n  t h e  D e p a r t m e n t  
o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s .

S e c .  42 .40 .020  p r o v i d e s  t h a t  t h e  a u t h o r i t y  s h a l l  b e  
g o v e r n e d  b y  a b o a r d  o f  d i r e c t o r s .

S e c .  42 .40 .030  s e t s  o u t  t h e  m e m b e r s h i p  o f  t h e  b o a r d  o f  
d i r e c t o r s ,  t h e  m e t h o d  o f  a p p o i n t m e n t ,  a n d  q u a l i f i c a t i o n s  
o f  t h e  m e m b e r s .

S e c .  42 .40 .040  p r o v i d e s  f o r  a f o u r  y e a r  t e r m  o f  o f f i c e  
f o r  d i r e c t o r s  a n d  p r o v i s i o n s  f o r  f i l l i n g  o f  v a c a n c i e s .

S e c .  42 .40 .050  s e t s  o u t  p r o c e d u r e s  t o  b e  f o l l o w e d  i n  
t h e  e v e n t  o f  a c o n f l i c t  o f  i n t e r e s t  b y  a m em b e r  o f  t h e  
b o a r d  o f  d i r e c t o r s .

S e c .  42 .40 .050  p r o v i d e s  f o r  p e r  d i e m  a n d  t r a v e l  
e x p e n s e s  f o r  t h e  d i r e c t o r s .

S e c .  42 .40 .070  e s t a b l i s h e s  t h e  q u o r u m  f o r  t h e  b o a r d  o f  
d i r e c t o r s .

F ®  2 6  8 8 1
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Sec. 42.40.080 provides that board meetings are public 
m e e t i n g s . ■

Sec. 42.40.090 requires board to keep minutes of its 
m e e t i n g s .

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

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

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

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

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

Sec. 42.40.150 requires an annual audit of the 
authority by the legislative auditor or by an 
independent auditor acceptable to the legislative 
a u d i t o r .

Sec. 42.40.160 allows the authority to issue and sell 
bonds and notes to provide money for corporation p u r­
poses, including the operation, maintenance and 
expansion of the railroad; provides that these bonds 
and notes are payable from funds and assets of the 
corporation; allows the authority to determine the 
number, denomination and other matters relating to the 
issuance of bonds and notes; allows the authority to 
make pledges and guarantees with respect to the 
security for the bonds end notes; the payment of 
interest and principal, the redemption of the bonds, 
and the establishment of special funds for payment cr 
redemption of the bonds or notes; and allows the
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a u t h o r i t y  t o  m ake  p l e d g e s  w i t h  r e g a r d  t o  t h e  
a p p o i n t m e n t  a n d  p o w e r s  o f  a  t r u s t e e  o r  t r u s t e e s  t o  
p r o t e c t  t h e  i n t e r e s t s  o f  t h e  h o l d e r s  o f  t h p  b o n d s  a n d  
n o t e s  i s s u e d  b y  t h e  a u t h o r i t y .

S e c .  42 .40 .170  r e q u i r e s  t h e  a u t h o r i t y  t o  r e t a i n  t h e  
s e r v i c e s  o f  a n  i n d e p e n d e n t  f i n a n c i a l  a d v i s o r  w h e n  
n e g o t i a t i n g  f o r  t h e  p r i v a t e  s a l e  o f  b o n d s  o r  n o t e s .

S e c .  42 .40 .180 p r o v i d e s  t h a t  p l e d g e s  o f  a s s e t s  o r  
r e v e n u e  m ade  b y  t h e  a u t h o r i t y  as  s e c u r i t y  f o r  t h e  
p a y m e n t  o f  p r i n c i p a l  o r  i n t e r e s t  o n  b o n d s  o r  n o t e s  a r e  
b i n d i n g  o n  t h e  a u t h o r i t y .

S e c .  42 .40 .190 g r a n t s  t h e  h o l d e r s  o f  a u t h o r i t y  b o n d s  o r  
n o t e s ,  o r  t r u s t e e s  a p p o i n t e d  t o  p r o t e c t  t h e  h o l d e r ' s  
i n t e r e s t s ,  t o  e n f o r c e  t h e  r i g h t s  g r a n t e d  u n d e r  t h i s  
c h a p t e r  a n d  p l e d g e s  made  u n d e r  t h e  t r u s t  a g r e e m e n t  o r  
r e s o l u t i o n  o f  t h e  b o a r d .

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

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

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

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

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

Sec. 42.40.250 grants tax exempt status to the 
authority and to bonds and notes issued by the 
au t h o r i t y .



S e c .  42 .40 .270  a l l o w s  t h e  b o a r d  o f  d i r e c t o r s  t o  
d i s s o l v e  t h e  a u t h o r i t y  a f t e r  p r o v i s i o n  f o r  r e p a y m e n t  o f  
a l l  i t s  b o n d s  a n d  n o t e s ,  b u t  r e q u i r e s  l e g i s l a t i v e  
a p p r o v a l  o f  t h e  d i s s o l u t i o n .

S e c .  42 .40 .280  p r o v i d e s  t h a t  p e r s o n n e l  o f  t h e  a u t h o r i t y  
a r e  i n  t h e  e x e m p t  s t a t e  s e r v i c e .

S e c .  42 .40 .990  d e f i n e s  v a r i o u s  t e r m s  u s e d  i n  t h e  
p r e v i o u s  s e c t i o n s .

S e c .  2 e s t a b l i s h e s  t h e  t e r m s  f o r  i n i t i a l  m em b e r s  o f  t h e  
b o a r d  o f  d i r e c t o r s  a p p o i n t e d  u n d e r  s e c .  4 2 .4 0 .0 3 0 .

S e c .  3 p r o v i d e s  f o r  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  
R a i l r o a d  A u t h o r i t y  t o  e n t e r  i n t o  n e g o t i a t i o n s  w i t h  
r e p r e s e n t a t i v e s  o f  t h e  f e d e r a l  g o v e r n m e n t  f o r  t h e  t r a n s f e r  
o f  t h e  A l a s k a  R a i l r o a d  t o  t h e  a u t h o r i t y .

R G B : l j b
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S e n a t o r  R a y ,  S e n a t o r  K e r t u l l a ,  S e n a t o r  D a n k w o r t h ,  C o m m i t t e e  M e m ­

be r s :  I am L e o n a r d  B l a c k  a n d  am s p e a k i n g  f o r  t h e  c o a l i t i o n  of

The A l a s k a  R a i l r o a d  l a b o r  u n i o n s .  T h i s  c o a l i t i o n  i n c l u d e s  the 

B r o t h e r h o o d  of R a i l r o a d  C a r m e n ,  t h e  I n t e r n a t i o n a l  A s s o c i a t i o n  of 

M a c h i n i s t s ,  the U n i t e d  T r a n s p o r t a t i o n  U n i o n ,  the A m e r i c a n  F e d e r­

a t i o n  of G o v e r n m e n t  E m p l o y e e s ,  a nd  the A m e r i c a n  T r a i n  D i s p a t c h e r s  

A s s o c i a t i o n ,  a l l  of w h o m  r e p r e s e n t  e m p l o y e e s  of The A l a s k a  R a i l ­

ro a d ,  a n d  a l s o  h a v e  r e p r e s e n t a t i v e s  h e r e  t o d a y .  Th e s i g n i f i c a n c e  

of this B i l l  and S t a t e  a c q u i s i t i o n  of The A l a s k a  R a i l r o a d  is 

p a r t i c u l a r l y  i m p o r t a n t  at t h i s  t i m e  w h e n  t h e  S t a t e  of A l a s k a  is 

e n t e r i n g  i n t o  an e x c i t i n g  er a;  we a re e x p a n d i n g  the d e v e l o p m e n t  

of o ur  v a s t  m i n e r a l  d e p o s i t s .  Th e  A l a s k a  R a i l r o a d  is v i t a l  to 

the s u c c e s s  of thi s e f f o r t .  All of t h i s  is h a p p e n i n g  at a time  

w h e n  the F e d e r a l  G o v e r n m e n t  is s e e k i n g  to d i v e s t  i t s e l f  of the 

R a i l r o a d  w h i c h  it c o n s i d e r s  to be w i t h i n  the p r o p e r  d o m a i n  of the 

S t a t e .  T h e  e m p l o y e e s  of T h e  A l a s k a  R a i l r o a d  a p p r e c i a t e  the c o n ­

s i d e r a t i o n s  i n c o r p o r a t e d  to d a t e  in S B 212 a n d  s t r o n g l y  e n d o r s e  

an d s u p p o r t  the c o n c e p t  of t r a n s f e r r i n g  the R a i l r o a d  to t he  S t a t e  

of A l a s k a .  We w a n t  the t r a n s f e r  to p r o c e e d  s m o o t h l y  and o ur  

f u t u r e  r e l a t i o n s h i p  w i t h  t he A u t h o r i t y  to be s u c c e s s f u l  for the 

S t a t e ,  the e m p l o y e e s  of The A l a s k a  R a i l r o a d ,  o u r  c u s t o m e r s ,  and 

the t a x p a y e r s .  We a r e  all t a x p a y e r s  a n d  c i t i z e n s  of A l a s k a  as 

w e l l  as e m p l o y e e s  of the R a i l r o a d .  As s u c h ,  we are v i t a l l y  

c o n c e r n e d  a b o u t  the f i n a n c i a l  v i a b i l i t y  and f u t u r e  s u c c e s s  of the 

R a i l r o a d .  W i t h  this p e r c e p t i o n  ns ou r m a n d a t e ,  we h a v e  r e v i e w e d  

the Bi l l  a n d  w i t h  the full c o n c u r r e n c e  of our  c o a l i t i o n ,  we w o u l d  

l i k e  l o  o f f e r  t h e s e  p r o p o s e d  a l t e r a t i o n s .
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1

(a) We b e l i e v e  th at  it is in the b e s t  i n t e r e s t  of the A l a s k a

R a i l r o a d  A u t h o r i t y  a n d  the S t a t e  of A l a s k a  t h a t  e m p l o y e e s  be 

a l l o w e d  to m o v e  b e t w e e n  o t h e r  S t a t e  a g e n c i e s  and the A u t h o r i t y  

w i t h o u t  a n y  l o s s  of t i m e  a n d  b e n e f i t s .  To l i m i t  t h e  m o b i l i t y  of 

o t h e r  S t a t e  e m p l o y e e s  as it w o u l d  r e l a t e  to e m p l o y m e n t  w i t h  the

A u t h o r i t y  a p p e a r s  to be s h o r t s i g h t e d .  We do n o t  k n o w  w h a t  the 

f u t u r e  h o l d s  f o r  e i t h e r  the A u t h o r i t y  or the S t a t e .  We do b e­

l i e v e  that m o b i l i t y  b e t w e e n  t he  A u t h o r i t y  a n d  o t h e r  S t a t e  e m ­

p l o y e r s  is in the b e s t  i n t e r e s t  of b o t h  the A u t h o r i t y  and  the 

S t a t e  .

P ag e  1, l i n e  8

O u r  s u p p o r t  f o r  a s y s t e m  of m e r i t  e m p l o y m e n t  w i t h  the A u t h o r i t y  

s h o u l d  not be c o n s t r u e d  as a d v o c a t i n g  a f u l l  s c a l e  b u r e a u c r a t i c  

n i g h t m a r e  in h i r i n g  e m p l o y e e s .  We s t r o n g l y  s o l i c i t  y o u r  s u p p o r t  

in g u a r a n t e e i n g  tha t the A u t h o r i t y  Is not s u b j e c t  to e m p l o y m e n t  

by " p r e s s u r e . "  We do not w a n t  the p o s i t i o n s  and j o b s  of the

A u t h o r i t y  to be f i l l e d  on the b a s i s  of p o l i t i c a l  f r i e n d s ,  n e p o ­

ti s m , or o t h e r  f a c t o r s  not d i r e c t l y  r e l a t e d  to the q u a l i f i c a t i o n s

of the i n d i v i d u a l  for the p o s i t i o n  to be f i l l e d .  T h i s  i s s u e  is

v i t a l l y  i m p o r t a n t  to al l p e o p l e  i n v o l v e d  w i t h  the S t a t e  a c q u i s i ­

ti o n  of the  R a i l r o a d .  No one  w i l l  b e n e f i t  f r o m  e m p l o y m e n t  on the 

R a i l r o a d  of t h o s e  that  a r e  not h i g h l y  q u a l i f i e d  to f i l l  the p o s i­

t i o n s  for w h i c h  t h e y  a r e  b e i n g  c o n s i d e r e d .  E m p l o y m e n t  on the 

R a i l r o a d  s h o u l d  be fr ee  of n e p o t i s m ,  c r o n y i s m ,  and m u s t  s t a t u t o r ­

ily r e q u i r e  t h a t  the p e o p l e  h i r e d  a r e  t h o s e  tha t ar e em ra ine ntl y 

q u a l i f i e d  f or the p o s i t i o n s  f or  w h i c h  t h e y  a re  b e i n g  h i r e d .

P a g e  1 , l in e  14

(b.) We s t r o n g l y  b e l i e v e  that u n d e r  the P u b l i c  E m p l o y m e n t  R e l a ­

t i o n s  Ac t,  the A u t h o r i t y  e m p l o y e e s  s h o u l d  be c l a s s i f i e d  i n t o

RATIONALE FOR PROPOSED LANGUAGE

Page 1 , line 3

- 1 -



■$SKs?

1

2

3
4

5
6

7
8 

9
10

11

12

13
14

15
16
17
18

19
20 

21 

22

23
24
25
26
27
28
29
30

31
32

C a t e g o r y  A - 3  r a t h e r  t h a n  the c u r r e n t  c l a s s i f i c a t i o n  of A - l . We 

see no d i f f e r e n c e  in the d a y - t o - d a y  o p e r a t i o n s  of The  A l a s k a  

R a i l r o a d  v e r s u s  t h o s e  of a n y  o t h e r  r a i l r o a d  o p e r a t i n g  in the 

L o w e r  48. E m p l o y e e s  of t he L o w e r  48 c a r r i e r s  h a v e  the r i g h t  to

t a k e  j ob  a c t i o n .  We b e l i e v e  the d a y - t o - d a y  n e c e s s i t i e s  of The 

A l a s k a  R a i l r o a d  are  no s t r o n g e r  n o r  a n y  m o r e  v i t a l  to the e c o n o m y  

an d  the w e l f a r e  of the S t a t e  of A l a s k a  t h a n  the L o w e r  48 r a i l­

r o a d s  a r e  to t he  L o w e r  48.

P a g e  1, l i n e  19

(c) T h i s  p r o v i s i o n  w o u l d  a b s o l u t e l y  g u a r a n t e e  that the a c c r u e d  

l e a v e  b a l a n c e s  of a ll  e m p l o y e e s  w i l l  be t r a n s f e r r e d  in tact and 

a v a i l a b l e  to e m p l o y e e s  of the A u t h o r i t y  to t a k e  as n e e d e d .

P a g e  1, l i n e  22

(d) We s t r o n g l y  b e l i e v e  that  the c u r r e n t  l e v e l  of b e n e f i t s  

s h o u l d  not be r e d u c e d  for a n y  c u r r e n t  e m p l o y e e  of the A u t h o r i t y  

a f t e r  the t r a n s f e r .  To r e d u c e  b e n e f i t s  c o u l d  h a v e  a s e v e r e  a d ­

v e r s e  i m p a c t  on the m o r a l e  a n d  p o s i t i v e  a t t i t u d e  tha t o ur  e m p l o y ­

ees c u r r e n t l y  h a v e  as we l o o k  f o r w a r d  to o w n e r s h i p  of The A l a s k a  

R a i l r o a d  by th e S t a t e  of A l a s k a .  To r e d u c e  a n y  e x i s t i n g  b e n e f i t  

w o u l d  be e x t r e m e l y  s h o r t s i g h t e d  and the l o n g - t e r m  n e g a t i v e  i m p a c t  

on the m o r a l e  an d  p r o d u c t i v i t y  of the w o r k f o r c e  w o u l d  be far m o r e  

c o s t l y  th an  a n y  d o l l a r  s a v i n g s  that c o u l d  be i m a g i n e d .

P a g e  1, l i n e  25

(e) We feel tha t th is is s e l f - e x p l a n a t o r y . ,

P a g e  1, l i n e  29 - p a ge  4, line 16

(f)> (g). (h), (i), (j), (k), (1), (m), (n), an d (o) a r e  g u a r a n ­

t e e s  tha t are c u r r e n t l y  e n j o y e d  by a l l  S t a t e  of A l a s k a  e m p l o y e e s .

_ 9 -
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In r e v i e w i n g  the g o v e r n i n g  A l a s k a  S t a t u t e s ,  the c o a l i t i o n  u n a n i ­

m o u s l y  fe lt  t h a t  t h e s e  i t e m s  w e r e  of p a r a m o u n t  i m p o r t a n c e  to the 

e m p l o y e e s  of the R a i l r o a d .  The g u a r a n t e e s  c o n t a i n e d  in t h e s e  

p r o v i s i o n s  of the  A l a s k a  S t a t u t e s  ar e  co f u n d a m e n t a l ,  so a b s o ­

l u t e l y  n e c e s s a r y ,  to p r o t e c t  the r i g h t s  an d p r i v i l e g e s  of a l l  

e m p l o y e e s  of t h e  R a i l r o a d  t h a t  we s t r o n g l y  b e l i e v e  t h e s e  g u a r a n ­

t e e s  s h o u l d  be s t a t u t o r i l y  p r o v i d e d .  T h i s  p r o p o s a l  m e r e l y  

e x t e n d s  the  s a m e  g u a r a n t e e s  to a l l  e m p l o y e e s  of t h e  A u t h o r i t y  as 

are c u r r e n t l y  e n j o y e d  by a l l  o t h e r  S t a t e  e m p l o y e e s  c o v e r e d  u n d e r  

th i s  s e c t i o n  of th e s t a t u t e .  T h e s e  s a f e g u a r d s  p r o c e c t  th e  p e r ­

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

e m p l o y e e s .  We c a n n o t  c o n c e i v e  of a n y  e a r t h l y  r e a s o n  th at  t h e r e  

w o u l d  be a n y  o b j e c t i o n  to the c o v e r a g e  of a l l  e m p l o y e e s  of the 

A u t h o r i t y  w i t h  t h e s e  b a s i c  h u m a n  r i g h t s .

P a g e  4, l i n e  18

(p) T h i s w o u l d  p r o v i d e  an o p t i o n  for e m p l o y e e s  of the

A u t h o r i t y  c u r r e n t l y  c o v e r e d  b y  th e F e d e r a l  r e t i r e m e n t  s y s t e m  to 

t r a n s f e r  the r e t i r e m e n t  b e n e f i t s  f r o m  the F e d e r a l  s y s t e m  to the 

A l a s k a  P u b l i c  E m p l o y m e n t  R e t i r e m e n t  S y s t e m  so l o n g  as all  f u n d s  

d e p o s i t e d  w i t h  the F e d e r a l  r e t i r e m e n t  s y s t e m  w e r e  t r a n s f e r r e d  to 

the S t a t e  f u n d .  R e t i r e m e n t  c o v e r a g e  is a v e r y ,  v e r y  v i t a l  i s s u e  

to t h o s e  e m p l o y e e s  c u r r e n t l y  on the R a i l r o a d .  The c o n c e r n  of the 

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

fo r  f o r  m a n y ,  m a n y  y e a r s  in the f o r m  of r e t i r e m e n t  b e n e f i t s ,  is 

one of the m o s t  s e r i o u s  i t e m s  of c o n c e r n  to e m p l o y e e s  a c r o s s  the 

boa rd .

P a g e  A , l i n e  25

We f e e l  tha t l a b o r ' s  p a r t i c i p a t i o n  on the B o a r d  is i m p o r t a n t  as 

o u r  k n o w l e d g e  of " g r a s s  r o o t s "  o p e r a t i o n  of r a i l r o a d i n g  w o u l d  be 

i n v a l u a b l e  in a s s u r i n g  that the p o l i c i e s  set f o r t h  by the B o a r d

■



w o u l d  be w o r k a b l e  and p r o v i d e  a m i n i m u m  of o r g a n i z a t i o n a l  d i s r u p ­

tio n .

P a g e  5 , l i n e  3 .

We b e l i e v e  th i s  l a n g u a g e  s h o u l d  be a d d e d  to A r t i c l e  30. F i r s t  of 

a l l ,  it is c o n s i s t e n t  w i t h  t h e  A m e r i c a n  s y s t e m  of j u r i s p r u d e n c e  

an d  a r i g h t  to d u e  p r o c e s s  and,  s e c o n d ,  it is a c o n t i n u a n c e  of a 

r i g h t  that  all e m p l o y e e s  c u r r e n t l y  h a v e  a g a i n s t  the a r b i t r a r y  and 

c a p r i c i o u s  r e m o v a l  f r o m  t h e i r  p o s i t i o n  or e m p l o y m e n t .  M a n y  e m ­

p l o y e e s  on the R a i l r o a d  a r e  no t r e p r e s e n t e d  by b a r g a i n i n g  u n i t  

r e p r e s e n t a t i v e s .  T h i s  is not of t h e i r  o wn  d o i n g .  U n d e r  the 

F e d e r a l  L a b o r  R e l a t i o n s  P r o g r a m ,  m a n a g e m e n t  o f f i c i a l s  a b o v e  the 

f i r s t  l e v e l  of s u p e r v i s i o n  are s t a t u t o r i l y  b a r r e d  f r o m  o r g a n i z i n g  

i n t o  u n i o n s  an d c o l l e c t i v e l y  n e g o t i a t i n g  a l a b o r  a g r e e m e n t .  M a n y  

of the p e o p l e  in this c a t e g o r y  h a v e  e x p r e s s e d  f e a r s  and a p p r e h e n ­

s i o n s  a b o u t  b e i n g  a r b i t r a r i l y  or c a p r i c i o u s l y  d e m o t e d  or r e m o v e d  

fo r n o n - j o b - p e r f o r m a n c e  r e l a t e d  r e a s o n s .  S h o u l d  this  g r o u p  of 

e m p l o y e e s  c h o o s e  to c o l l e c t i v e l y  o r g a n i z e  a n d  b a r g a i n  the t e r m s  

a n d  c o n d i t i o n s  of e m p l o y m e n t ,  t h e n  t h i s  p r o v i s i o n  w o u l d  no l o n g e r  

a p p l y  to that  g r o u p  an d  we s t r o n g l y  u r g e  th at  t h e y  do so. H o w ­

e v e r ,  we a l s o  r e c o g n i z e  that t h e r e  are m a n a g e r s  on the p r o p e r t y  

wh o  for one r e a s o n  or a n o t h e r  m a y  not be p r o t e c t e d  by the t e r m s  

of a l a b o r  a g r e e m e n t .  For t h o s e  e m p l o y e e s ,  we are u r g i n g  that 

y o u  p r o v i d e  a du e p r o c e s s  r e v i e w  b e f o r e  a n y  c a r e e r  or l i v e l i h o o d  

or f a m i l y  l i f e  is d e s t r o y e d  f or  r e a s o n s  not r e l a t e d  to p o o r  job 

p e r f o r m a n c e .  The m a x i m  I'm q u o t i n g  is thi s:  If the a c t i o n  w i l l

not s t a n d  the test  of a t h ir d p a r t y  r e v i e w ,  the a c t i o n  s h o u l d  not 

be t a k e n .  T h i s  is a m i n i m a l  p r o t e c t i o n  to t h i s  g r o u p  of p e o p l e  

w h o  c u r r e n t l y ,  as F e d e r a l  e m p l o y e e s ,  h a v e  a far g r e a t e r  p r o t e c ­

t i o n  t h a n  th is  p r o p o s a l  w o u l d  p r o v i d e .

- 4 -



Page 41

ARTICLE 8. PERSONNEL & GENERAL PROVISIONS

2

3
4

5

6

7
8 

9
10

11

12

13
14
15
16

17
18
19
20 

21 

22

23
24

25
26
27
28
29
30

31
32

1 Se c .  4 2 . 4 0 . 8 0 0 .  P e r s o n n e l .

(a) A l l  p e r s o n n e l  e m p l o y e d  by The A l a s k a  R a i l r o a d  are p e r s o n n e l  

of t h e  A l a s k a  R a i l r o a d  A u t h o r i t y .  E m p l o y m e n t  w i t h  the A u t h o r i t y  

is d e e m e d  to be e m p l o y m e n t  w i t h  the S t a t e  and a l l  t i m e  and b e n e­

fi t s  a r e  t r a n s f e r r a b l e  to o t h e r  S t a t e  a g e n c i e s .  A . S .  3 9 . 0 5  - .51 

do n o t  a p p l y  to e m p l o y e e s  of the A u t h o r i t y .  A . S .  23 . 4 0 . 0 7 0 (  3) 

d o e s  not a p p l y  to the A u t h o r i t y .  T h e  A u t h o r i t y  w i l l  d e v e l o p  a 

s y s t e m  of e m p l o y m e n t  that p r o v i d e s  for the h i r i n g  and p r o m o t i o n  

of a p p l i c a n t s  an d e m p l o y e e s  on the b a s i s  of the k n o w l e d g e s ,

s k i l l s ,  and  a b i l i t i e s  r e q u i r e d  to p e r f o r m  the d u t i e s  of the p o s i­

t i o n  for w h i c h  t h e y  a r e  b e i n g  c o n s i d e r e d .

(b) F o r  the p u r p o s e s  of the P u b l i c  E m p l o y m e n t  R e l a t i o n s  Act,

A . S .  2 3 . 4 0 . 0 2 0  - . 260, the A u t h o r i t y  is c o n s i d e r e d  a " p u b l i c

e m p l o y e r "  w i t h i n  the m e a n i n g  of that act . The A u t h o r i t y ' s  e m ­

p l o y e e s  are  c l a s s i f i e d  as e m p l o y e e s  u n d e r  A. S.  2 3 . 4 0 . 2 0 0 ( a ) ( 3 ) .

(c) Al l  a c c r u e d  l e a v e  b a l a n c e  s h a l l  be f u l l y  t r a n s f e r r e d  w i t h

the e m p l o y e e s  to th e A u t h o r i t y .

(d) Th e l e v e l  of c u r r e n t  b e n e f i t s  fo r al l e m p l o y e e s  s h a l l  not be 

d i m i n i s h e d  or r e d u c e d  as a r e s u l t  of th is  t r a n s f e r .

(e) N o t h i n g  in this  s t a t u t e  s h a l l  be i n t e r p r e t e d  as to p r e c l u d e  

the u n i o n s  a nd  th e A u t h o r i t y  f r o m  n e g o t i a t i n g  c o n d i t i o n s  of e m ­

p l o y m e n t  and b e n e f i t s  that are p r o v i d e d  for by A l a s k a  S t a t u t e .

(f) No d e p a r t m e n t ,  a g e n c y ,  o f f i c i a l ,  o f f i c e r ,  or a n y  p e r s o n  

e m p l o y e d  by the A u t h o r i t y  m a y  d i r e c t l y  or i n d i r e c t l y :

- 1 -



1. r e q u i r e  or c o e r c e  a n y  e m p l o y e e  of the A u t h o r i t y  to p a r t i c i­

p a t e  in a n y  w a y  in a n y  a c t i v i t y  or u n d e r t a k i n g  u n l e s s  the 

a c t i v i t y  or u n d e r t a k i n g  is r e l a t e d  to the p e r f o r m a n c e  of 

o f f i c i a l  d u t i e s ;

2. r e q u i r e  or c o e r c e  a n y  e m p l o y e e  of the A u t h o r i t y  to m a k e  an y 

r e p o r t  c o n c e r n i n g  a n y  of hi s a c t i v i t i e s  or u n d e r t a k i n g s  

u n l e s s  the a c t i v i t y  or u n d e r t a k i n g  is r e l a t e d  to the p e r­

f o r m a n c e  of his  o f f i c i a l  d u t i e s ;

3. e x c e p t  as d i r e c t l y  r e l a t e d  to the p e r f o r m a n c e  of his o f f i­

ci a l  d u t i e s ,  r e q u i r e  or c o e r c e  a n y  e m p l o y e e  of th e A u t h o r ­

ity to s u b m i t  to a n y  i n t e r r o g a t i o n  or e x a m i n a t i o n  or 

p s y c h o l o g i c a l  t e s t  w h i c h  is d e s i g n e d  to e l i c i t  fr om  him  

I n f o r m a t i o n  c o n c e r n i n g :

a. his p e r s o n a l  re l a t i o n s h i p  w i t h  a n y  p e r s o n  c o n n e c t e d  

w i t h  him  by b l o o d  or m a r r i a g e ,

b. his r e l i g i o u s  b e l i e f s  or p r a c t i c e s ,

c . s e x u a l  m a t t e r s ,

d. his p o l i t i c a l  a f f i l i a t i o n  or p h i l o s o p h y ;

U . c o e r c e  an y e m p l o y e e  of the A u t h o r i t y  to i n v e s t  or c o n t r i b ­

ute his e a r n i n g s  in a n y  m a n n e r  or for an y  p u r p o s e ;

5. r e s t r i c t  or a t t e m p t  to r e s t r i c t  a f t e r - w o r k i n g - h o u r  s t a t e ­

m e n t s ,  p r o n o u n c e m e n t s  or o t h e r  a c t i v i t i e s ,  not o t h e r w i s e  

p r o h i b i t e d  by law  or p e r s o n n e l  ru l e ,  of a n y  e m p l o y e e  of the 

A u t h o r i t y ,  if the e m p l o y e e  d o es  not p u r p o r t  to s p e a k  or act
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in an o f f i c i a l  c a p a c i t y .

(g) The p r o v i s i o n s  of (a) of t h i s  s e c t i o n  do not d i m i n i s h  the 

a u t h o r i t y  of an a u t h o r i z e d  l a w  e n f o r c e m e n t  a g e n c y  to c o n d u c t

c r i m i n a l  i n v e s t i g a t i o n s  of A u t h o r i t y  e m p l o y e e s  s u s p e c t e d  of b e i n g  

i n v o l v e d  in c r i m i n a l  a c t i v i t y .

(h) An A u t h o r i t y  e m p l o y e e  m a y  be a m e m b e r  of a n a t i o n a l ,  s t a t e ,  

or l o c a l  p o l i t i c a l  p a r t y ,  m a y  t a k e  p a r t  in a p o l i t i c a l  c a m p a i g n ,  

an d m a y  e x e r c i s e  his r i g h t  as a c i t i z e n  to e x p r e s s  his o p i n i o n ,  

r e g i s t e r  hi s p a r t y  p r e f e r e n c e ,  if a n y ,  s e r v e  as a d e l e g a t e  to 

p a r t y  c o n v e n t i o n s ,  and c a s t  his v o t e .  T h i s  s e c t i o n  a l s o  p e r m i t s  

a p p o i n t m e n t ,  n o m i n a t i o n ,  or e l e c t i o n  to n o n p a r t i s a n  p u b l i c  o f f i c e  

in a l o c a l g o v e r n m e n t  u n i t .  H o w e v e r ,  this s e c t i o n  m a y  not be

c o n s t r u e d  as p e r m i t t i n g  a n y  e m p l o y e e  to ta ke  an a c t i v e  pa rt  in

the m a n a g e m e n t  of a p o l i t i c a l  p a r t y  a b o v e  the p r e c i n c t  l e v e l .

(i) No p e r s o n  m a y  g i v e ,  r e n d e r ,  pay, o f f e r ,  s o l i c i t ,  or a c c e p t

m o n e y ,  s e r v i c e ,  or o t h e r  v a l u a b l e  t h i n g  in c o n n e c t i o n  w i t h  an 

a p p o i n t m e n t ,  p r o m o t i o n ,  or a d v a n t a g e  in a p o s i t i o n  w i t h i n  the

Aut ho ri t y .

(j) No p e r s o n  n a y  r e q u i r e  an a s s e s s m e n t ,  s u b s c r i p t i o n ,  c o n t r i b u ­

t i o n ,  or s e r v i c e  for a p o l i t i c a l  p a r t y  f r o m  an e m p l o y e e  of the

A u t h o r i t y .

(k) No p e r s o n  m a y  s e e k  or a t t e m p t  to use a p o l i t i c a l  p a r t y  e n­

d o r s e m e n t  in c o n n e c t i o n  w i t h  an a p p o i n t m e n t  or p r o m o t i o n  in the

Aut ho ri t y .

(1) An e m p l o y e e  of the A u t h o r i t y  who s e e k s  n o m i n a t i o n  or b e c o m e s  

a c a n d i d a t e  for s t a t e  or n a t i o n a l  e l e c t i v e  p o l i t i c a l  o f f i c e  s h a l l
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1
2

1 3

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

(m) No a c t i o n  a f f e c t i n g  the e m p l o y m e n t  s t a t u s  of an e m p l o y e e  of

| 4 th e A u t h o r i t y  or a p p l i c a n t  f or a p o s i t i o n  in t he  A u t h o r i t y ,  i n­

5 c l u d i n g  a p p o i n t m e n t ,  p r o m o t i o n ,  d e m o t i o n ,  s u s p e n s i o n ,  or r e m o v a l ,

6 m a y  be t a k e n  or w i t h h e l d  for  r a c i a l ,  p o l i t i c a l ,  or r e l i g i o u s

7
8 

9

r e a s o n s  .

(n) No p e r s o n  m a y  m a k e  a f a l s e  s t a t e m e n t ,  c e r t i f i c a t e ,  m a r k ,

10 r a t i n g ,  or r e p o r t  w i t h  r e g a r d  to a t e s t ,  c e r t i f i c a t i o n ,  or a p ­

11 p o i n t m e n t  or in a n y  m a n n e r  c o m m i t  a f r a u d  p r e v e n t i n g  the i m p a r ­

12 t i a l  e x e c u t i o n  of the p e r s o n n e l  r u l e s  a d o p t e d  by the A u t h o r i t y .

13
14 (o) No p e r s o n  m a y  d e c e i v e  or o b s t r u c t  a n o t h e r  p e r s o n  in his

15 r i g h t  to e x a m i n a t i o n ,  e l i g i b i l i t y ,  c e r t i f i c a t i o n ,  a p p o i n t m e n t ,  or

16 pr o m o  t ion .

17
18 ( p ) e m p l o y e e ^  of the A u t h o r i t y  w i l l  h a v e  the o p t i o n  of

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

20 f o r  by the F e d e r a l  G o v e r n m e n t ,  to the A l a s k a  P u b l i c  E m p l o y m e n t

21 R e t i r e m e n t  S y s t e m ,  so l o n g  as a l l  f u n d s  on d e p o s i t  w i t h  the F e d  -

22 e r a l  r e t i r e m e n t  s y s t e m  are t r a n s f e r r e d  to the S t a t e  r e t i r e m e n t

23 s y s t e m .

24
25 (q) One l a b o r  r e p r e s e n t a t i v e  s h a l l  be s e l e c t e d  to s e r v e  as a

26 f u l l  v o t i n g  m e m b e r  of the g o v e r n i n g  B o a r d  of D i r e c t o r s .  T h i s

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

28 s u b m i t t e d  by th e U n i o n s  r e p r e s e n t i n g  the o r g a n i z e d  e m p l o y e e s  of

29 T h e  A l a s k a  R a i l r o a d .

30

31
32
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1 A d d  to A r t i c l e  4, # 3 0  ( p a g e  18, l i n e  24)

2

3 A f u l l - t i m e  p e r m a n e n t  e m p l o y e e  of the A u t h o r i t y  w h o  h as  c o m p l e t e d

4 the p r o b a t i o n a r y  p e r i o d  and w h o  is not c o v e r e d  b y  a c o l l e c t i v e

5 b a r g a i n i n g  a g r e e m e n t  an d is d i s m i s s e d ,  d e m o t e d ,  or s u s p e n d e d  f or

6
7

m o r e  t h a n  30 c a l e n d a r  d a y s  s h a l l  be n o t i f i e d  in w r i t i n g  by  his
i\M

s u p e r v i s o r  of the a c t i o n  and  th e r e a s o n  for it a n d  vB t& P  be h e a r d

8 p u b l i c l y  by the b o a r d  of d i r e c t o r s  and m a y  be r e p r e s e n t e d  by

9 c o u n s e l  at the h e a r i n g .  In o r d e r  to be h e a r d ,  the c o m p l a i n a n t

10 s h a l l  r e q u e s t  a h e a r i n g  w i t h i n  15 d a y s  of d i s m i s s a l ,  d e m o t i o n ,  or

11 sus pe ns ion .

12
13 If the b o a r d  f i n d s  that the a c t i o n  c o m p l a i n e d  of w as  t a k e n  for  a

14 p o l i t i c a l ,  r a c i a l  or r e l i g i o u s  r e a s o n  or in v i o l a t i o n  of the

15 r u l e s  a d o p t e d  by the A u t h o r i t y ,  the i n d i v i d u a l  w i l l  be r e i n s t a t e d

16 to his p o s i t i o n  w i t h o u t  l o s s  of pay or l e a v e  b e n e f i t  an d  m a d e

17 t o t a l l y  w h o l e ,  i n c l u d i n g  the p a y m e n t  of a l l  e x p e n s e s  i n c u r r e d  by

18 the e m p l o y e e  in the d e f e n s e  of the a c t i o n ,  for the p e r i o d  of his

19 d i s m i s s a l ,  d e m o t i o n ,  or s u s p e n s i o n .

20

21
22
23
24

25
26
27
28
29 1

30
31
32
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T e s t i m o n y  o f  T o t e m  O c e a n  T r a i l e r  E x p r e s s ,  I n c . ,  
B e f o r e  A l a s k a  S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e  o n  
S e n a t e  B i l l  N o .  212 A p r i l  6, 1982

M r .  C h a i r m a n ,  M em b e r s  o f  t h e  T r a n s p o r t a t i o n  C o m m i t t e e :

I  am L e o n a r d  S h a p i r o ,  V i c e  P r e s i d e n t  o f  P r i c i n g  f o r  T o t e m  

O c e a n  T r a i l e r  E x p r e s s .  T o t e  o p e r a t e s  tw o  n e w  d e e p  w a t e r  

Ro/Ro  v e s s e l s  b e t w e e n  T a c o m a ,  W a s h i n g t o n ,  a n d  A n c h o r a g e ,  

A l a s k a ,  w h e r e  we  i n t e r l i n e  t r a i l e r s  t o  m o t o r  c a r r i e r s  

a n d  t h e  A l a s k a  R a i l r o a d  f o r  m o v e m e n t  t o  t h e  i n t e r i o r  o f  

A l a s k a .

We a t  T o t e m  g r e a t l y  a p p r e c i a t e  t h i s  o p p o r t u n i t y

t o  e x p r e s s  o u r  v i e w s  c o n c e r n i n g  t h e  t r a n s f e r  o f  t h e
♦

A l a s k a  R a i l r o a d  t o  t h e  S t a t e  o f  A l a s k a .  I t  s h o u l d  b e  

n o t e d  t h a t  T o t e m  i s  am ong  t h e  t o p  f i v e  (5) c u s t o m e r s  o f  

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

a  f i n a n c i a l l y  s t r o n g  r a i l r o a d .

T o t e m  h a s  a n a l y z e d  i n  g r e a t  d e t a i l  S e n a t e  B i l l  N o .  212 

a n d  we w i s h  t o  o f f e r  o u r  s u p p o r t  t o  m o s t  o f  t h e  b i l l .  We

f e e l  i t  e n a b l e s  t h e  S t a t e  o f  A l a s k a  t o  s m o o t h l y  h a n d l e  t h e

t r a n s f e r  o f  p o w e r  f r o m  t h e  f e d e r a l  t o  t h e  S t a t e  l e v e l .  We 

s p e c i f i c a l l y  s u p p o r t  t h e  p o s i t i o n  w h i c h  S e n a t e  B i l l  N o .  212 

t a k e s  o n  f u t u r e  e x p a n s i o n  o f  t h e  A l a s k a  R a i l r o a d ,  i n a s m u c h  

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

t h e  S t a t e  c a n  d e v e l o p  i t s  e x t e n s i v e  m i n e r a l  r e s o u r c e s .



Development of these resources will mean a significant 

increase in the economic activity of the State and, therefore 

an increase in the economic activity for all carriers.

Many of you have undoubtedly heard rumors concerning 

Totem's position on this takeover of the Alaska Railroad 

by the State of Alaska. I wish to assure all present today 

that rumors to the effect that "Totem opposes the takeover 

of the Alasl i Railroad by the State and desires the railroad 

to remain under Federal control" are totally untrue.

Further we have absolutely no desire to "tie the hands of 

the Alaska Railroad" for rate purposes. Totem's sole desire, 

insofar as Senate Bill 212 is concerned, is to ensure that 

all participants in Alaska's intergrated transportations 

system "play by the same rules". As 1 mentioned above 

Totem is one of the top five customers of the Alaska Railroad 

and as such depends on the Alaska Railroad for a significant 

portion of the transportation service we need in order to 

reach the interior of the State. For Totem to oppose in 

any way legislation which would ensure a financially sound 

railroad, would be sheer business folly.


