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In reviewing Senate Bill 212 there are two primary 

areas of concern for Totem. These are -

(1) Entry of the Alaska Railroad into the water carrier or

motor carrier field - it is Totem's belief that the 

Alaska Railroad will "have its hands full" in the coming years 

improving its right-of-way and extending its right-of-way 

to tap the mineral resources of the State of Alaska. Private 

enterprise has shown a willingness to supply necessary 

water and motor carrier services both within and to the 

State of Alaska. We can see no need for the Alaska 

Railroad to operate in competition with these services. 

Obviously if private enterprise refuses, does not, 

or cannot supply these necessary services the railroad 

should return to the State Legislature for specific 

authority to enable it to enter into these businesses.

(2) Rate making policies of the Alaska Railroad - The Alaska 

Railroad, by virtue of State ownership, will enjoy both 

direct and indirect subsidies. By direct subsidies I 

refer to such items as direct cash appropriations from 

the State Legislature for either capital or operating 

purposes. Indirect subsidies would take the form of the 

ability to finance debt utilizing tax exempt bonds, the 

ability to avoid the payment of federal, state and local 

property and income taxes, freedom from the need to earn 

a profit with which to support added investment, a re^ cion
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in expenses based on a State-owned entities ability 

to avoid paying for license and other fees, etc.

Private carriers faced with competition from a 

State-owned entity are at a distinct disadvantage if such 

competition is based on "cost alone" inasmuch as the State- 

owned entity has the benefit of both direct and indirect 

subsidies. In the case of the Alaska Railroad cross 

competition exists for a segment of the rail market. We 

at Totem have no desire to have any impact on the pricing 

policies of the Alaska Railroad for the movement of trad­

itional bulk rail commodities.

We feel, however, that the Railroad should not be 

allowed to utilize either direct or indirect subsidies in 

the pricing of cross-competitive commodities where they 

wish to offer rates below those of the privately owned 

ca r r i e r s .

Totem has proposed amendments to S.B. 212 which 

would prohibit the railroad from pricing below the levels 

set by the privately owned carriers where the railroad 

utilized either direct or indirect subsidy to achieve this 

level of price. It should be noted here that we have no 

desire to stop the railroad from meeting rates set by the



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

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

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

u t i l i z a t i o n  o f  a n y  d i r e c t  o r  i n d i r e c t  s u b s i d y .

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

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

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

y o u  i n  t h e s e  a r e a s .
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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 .

619 W A R E H O U S E  A V E N U E , S U IT E  242 /  A N C H O R A G E , A L A S K A  99501
PH O N E : (9 0 7 ) 276-5868

Proposed Amendments to S.B. 212 

2/5/82

1. Amend § 42.40.010 (ALAKSA RAILROAD AUTHORITY) by adding the 

following phrase at the end of the first sentence: "for the purpose 

of providing rail transportation services within the State of Alaska."

Comment: The proposed amendment would clarify

the legislative intent that the Railroad Authority 

refrain from entering the motor carrier or water 

carrier business.

2. Redesignate § 42.40.120 (OPERATION OF THE ALASKA RAILROAD) 

as § 42.40.120(a).

3. Add four new subsdections to § 42.40.120 (OPERATION OF THE ALASKA 

RAILROAD), designated as § 42.40.120(b), (c), (d), and (e) as follows:

"(b) The board shall solicit bids from qualified private 

persons or firms to operate the Railroad on a contract basis and 

shall contract for private professional management of the Railroad 

unless the board determines by a 3/4 vote that direct management of 

the Railroad's operations by the board will be significantly less 

costly."
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of the Alaska Railroad will help to insure 

that the Railroad is run on an independent, 

self-sustaining basis and will deviate from that 

principle only to extent that the legislature 

authorized the subsidy of specific enumerated 

services. Direct operation of the Railroad by 

an unpaid board of directors would tend to reduce 

the Railroad's accountability. Contract manage­

ment can be subjected to restrictions and 

regulated by incentives and penalties which 

would not be appropriate to control the board.

11 (c) Notwithstanding any other provision of this Act, 

the operation of the Alaska Railroad shall not be extended to the 

provision of any motor carrier or water carrier service which would 

compete with any motor carrier or water carrier service actually 

provided by a private carrier."

Comment: Where private enterprise is capable of

providing a transportation service, the govern­

ment should stay out. The purpose of this amendment 

is not to restrict or eliminate any current opera­

tions of the Railroad but only to prevent expansion 

of existing operations in direct competition with 

private carriers.

Comment: P riva te , professional management
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"(d) Each competitive service provided by the Alaska Railroad 

shall generate sufficient revenues to the Railroad to cover the cost 

of that competitive service; provided that nothing in this subsection 

shall prevent the Railroad from meeting a rate offered by a private 

carrier for a competitive service.11

"(e) The Alaska Railroad shall be subject to the antitrust 

laws of the state of Alaska."

Comment: A "competitive service" is defined

elsewhere as a service which competes with 

one or more private carriers. Private companies 

engaged in freiqht transportation should not be 

undercut and driven out of business by the opera­

tions of a subsidized, state-owned railroad. Where 

it competes with private freight carriers, the 

Railroad should be required to play by the same 

rules that govern the private carriers. Thus, 

where it competes with private freight carriers, 

the Railroad should be required to conduct its 

operations on a self-sustaining, non-subsidized 

basis and in accordance with the Alaska antitrust 

laws.

We have no objection to state subsidization of 

those services (e.g., passenger and bulk commodity 

services) which do not compete with private carriers.
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Our goal is only to prevent the Railroad's use 

of government subsidies to compete unfairly with 

private carriers.

4. Amend § 42.40.150 (ANNUAL AUDITS) by inserting a semi-colon at 

the end of the last sentence and adding the following:

"except that the financial records of the authority shall identify 

separately the cost of each service provided by the Alaska Railroad 

and revenues to the Railroad generated by each such service. The 

financial records of the authority and of the Alaska Railroad shall 

be available to the public at such reasonable times and places as 

the Board may designate."

Comment: These provisions are Intended to assure

that records are maintained by the Railroad, and 

accessible to the public, which are necessary to 

determine compliance by the Railroad with the 

requirement that the Railroad operate on a self- 

sustaining basis when it competes with private 

carriers.

5. Redesignate § 42.40.990 (DEFINITIONS) as § 42.40.290 and 

amend § 42.40.290 to add three new subsections, designated

§ 42.40.290(4) and (5), and (6), as follows:

"(4) A "service" provided by a carrier means any activity 

which the carrier performs or offers to perform, either individually
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or as part of a through route, as a common carrier, contract carrier

or both, including, but not limited to, any single or multiple 

commodity freight service."

"(5) A "competitive service" means any service in which the 

Alaska Railroad does or would compete with one or more private 

carriers, except that passenger service and bulk commodity service 

are expressly excluded from the term.11

"(6) The "cost to the Alaska Railroad of a competitive 

service means all capital, operating and other costs actually or 

constructively incurred by the Railroad which directly or indirectly 

enhance the Railroad's ability to provide the competitive service. 

Such costs shall include:

(A) An imputed cost for any property or other right, 

privilege or thing of value used, received or acquired by the Alaska 

Railroad without cost or for a consideration less than fair market 

value. The imputed cost of such properties, rights, privileges

and things of value shall be their fair market value as of the date 

of their acquisition or use, whichever occurs first. In the case of 

tangible real or personal property, market value shall be the M.A.I. 

appraised replacement cost, less observed depreciation.

(B) An imputed financing cost computed on the fair market 

value of the property, rights, privileges and things of value des­

cribed in paragraph (A) of this section at the rate determined by the
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Interstate Commerce Commission in the most recent revenue adequacy 

proceeding as the average cost of capital in the railroad industry; 

and

(C) If the Alaska Railroad receives any capital or operat­

ing funds through grants or other direct or indirect subsidies from 

the state or federal governments or any other source, or through

the issuance of tax exempt bonds or obligations, an imputed 

financing cost computed on the amount of such funds at the rate 

determined by the Interstate Commerce Commission in the most recent 

revenue adequacy proceeding as the average cost of capital in the 

railroad industry.

(D) To the extent that costs described in this section, 

actual or imputed, benefit more than one of the services provided by 

the Railroad, the Railroad shall fairly allocate such costs among 

such services in proportion to the use or benefit which each service 

derives.11

Comment: The definitions are necessary to

specify the meaning of proposed subsection 42.40.120

(d), which requires the Railroad to generate 

sufficient revenues from each service which 

competes with private carriers to cover the cost 

of providing that service. The definition of 

cost is intended to place the Railroad on the 

same footing as any private railroad and on the
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same footing as the private carriers with whom

the Railroad competes. The definition is intended

to prevent the Railroad from using public subsidies 

to compete unfairly with private carriers.

6. Add a new section 42.40.300 (COMPLIANCE), as follows:

"The Alaska Railroad shall be operated in strict compliance with 

this Act. The Superior Courts of the state of Alaska shall enjoin 

any act or omission in violation of the terms of this Act upon

petition by any person and shall grant all other appropriate relief,

including damages, to any person injured by such act or omission."

Comment: The Alaska courts should be authorized

to enforce the requirements of the Act.
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TESTIMONY

BEFORE

THE ALASKA SENATE TRANSPORTATION COMMITTEE 

APRIL 6, 1982 

JUNEAU, ALASKA

H. L. SCHUYLER 

SEA-LAND SERVICE, INC.
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I AM HAROLD L. SCHUYLER, DIRECTOR OF PUBLIC AFFAIRS FOR SEA-LAND SERVICE, INC.'S 

ALASKA DIVISION.

WE, AT SEA-LAND, DO NOT OPPOSE THE TAKEOVER OF THE ALASKA RAILROAD BY THE STATE 

OF ALASKA FROM THE FEDERAL GOVERNMENT. THE RAILROAD IS NECESSARY FOR THE 

FUTURE GROWTH OF ALASKA RESOURCE DEVELOPMENT AREAS AND COMMUNITIES. COAL, 

MINERALS, AND FARMING PRODUCTS MUST HAVE AVENUES TO TIDEWATER PORTS IN ORDER TO 

BE EXPORTED TO WORLD MARKETS.

WE HAVE ANALYZED IN GREAT DETAIL SENATE BILL NO. 212 AND APPLAUD ITS IMAGINATIVE 

AND FAR-REACHING PURPOSE; HOWEVER, WE, AT SEA-LAND, ARE CONCERNED ABOUT THE 

ADMINISTRATION, OPERATION, POLICIES, AND RULES AND REGULATIONS UNDER WHICH THE 

ALASKA RAILROAD AUTHORITY WILL BE OPERATING IN CARRYING OUT ITS MISSION.

AS PRESENTLY DRAFTED, THE LEGISLATION PROVIDES US THE FOLLOWING CONCERNS:

1. A STATE OWNED ENTITY WHICH IS EXEMPT FROM ALL FEDERAL, STATE, AND LOCAL 

TAXES HAS A GREAT ADVANTAGE OVER OTHER COMPETITIVE MODES OF TRANSPORTATION 

THAT ARE PAYING TAXES TO THE FEDERAL, STATE, AND LOCAL COMMUNITIES.

2. THE OPPORTUNITY FOR THE PROPOSED RAILROAD AUTHORITY TO SELL BONDS OR BOND 

ANTICIPATION NOTES AS TAX EXEMPT VEHICLES GIVES THE AUTHORITY ANOTHER DEFI­

NITE EDGE IN OBTAINING CAPITAL FOR IMPROVEMENTS AS COMPARED TO PRIVATE 

TRANSPORTATION THAT MUST COMPETE FOR MONEY IN THE OPEN MARKET, PAYING 

CONSIDERABLY HIGHER INTEREST RATES THAN DOES THE STATE GOVERNMENT.



THE RAILROAD AUTHORITY IS VESTED WITH THE ABILITY TO ACQUIRE AND OPERATE 

OTHER MODES OF TRANSPORTATION SERVICE CONNECTING TO THE RAILROAD'S RAIL 

SERVICE IN DIRECT COMPETITION WITH PRIVATE TRANSPORTATION. THIS ALLOWS 

THE RAILROAD TO BUY TRUCK LINES, WATER CARRIERS, AND AIRLINES. THIS PART 

OF THE BILL IS PARTICULARLY WORRISOME AS THE ALASKA RAILROAD AUTHORITY COULD 

VERY WELL BECOME A STATE TRANSPORTATION SYSTEM WITH NO COMPETITION AS THE 

PRIVATE SECTOR WOULD NOT BE ABLE TO FINANCIALLY COMPETE WITH THE AUTHORITY. 

THERE IS ALSO THE FACT THAT THE STATE WOULD LOSE A CONSIDERABLE AMOUNT OF 

TAX BASE IF AND WHEN PRIVATE SECTOR TRANSPORTATION COMPANIES ARE FORCED 

OUT OF BUSINESS.

THE LEGISLATION LIBERALLY DISCUSSES RATE MAKING, AND RATE POLICY. THE 

ESTABLISHMENT OF RATES FOR ALASKA RAILROAD AUTHORITY'S REVENUES WILL EFFECT 

THE PRIVATE CARRIERS OF OTHER MODES OF TRANSPORTATION. WE ARE CERTAINLY 

NOT SUGGESTING THAT THE LEGISLATURE DICTATE THE AUTHORITY'S RATE POLICIES, 

HOWEVER, WE FEEL THAT ALL RATES PRESCRIBED BY THE AUTHORITY MUST BE AT A 

LEVEL SUFFICIENT TO RECOVER THE FULL COST OF PROVIDING THE PARTICULAR 

TRANSPORTATION CONCERNED, TAKING INTO FULL ACCOUNT THE LEVEL OF SUBSIDY 

AND THE COST OF BORROWED CAPITAL. SEA-LAND WOULD URGE SPECIFIC LEGISLATIVE 

AMENDMENTS WHICH WOULD PROHIBIT A STATE-OWNED RAILROAD FROM CHARGING RATES 

WHICH ARE BELOW THOSE CHARGED BY PRIVATELY-OWNED CARRIERS, FOR FREIGHT ON 

WHICH BOTH CARRIERS COMPETE, WHERE THE RATES DO NOT RECOVER THE FULL COST 

OF THE SERVICE OFFERED (TO INCLUDE ANY DIRECT OR INDIRECT SUBSIDY).

WE FEEL THE LEGISLATION NEEDS AN ANTITRUST PROVISION. THE LEGISLATION 

NEEDS TO BE AMENDED TO PLACE THE STATE-OWNED RAILROAD UNDER STATE ANTITRUST



LAWS. ALL OF THE PRIVATELY-OWNED WATER CARRIERS AND MOTOR CARRIERS ARE 

SUBJECT TO THE FEDERAL AND STATE ANTITRUST LAWS, AND WHILE THIS BODY 

CANNOT PLACE THE RAILROAD UNDER FEDERAL ANTITRUST LAWS, STILL IT IS OUR 

BELIEF THAT THE RAILROAD SHOULD BE SUBJECTED TO THE SAME LAWS AS ARE THE 

PRIVATE CARRIERS. IN SHORT, WE SHOULD ALL PLAY BY THE SAME RULES.

6. I AM SURE YOU GENTLEMEN ARE AWARE THAT THE STAGGERS RAIL ACT OF 1980 HAS 

VIRTUALLY DEREGULATED INTERSTATE RAIL SERVICE. AS A PRACTICAL MATTER,

THE ALASKA RAILROAD AND ALL OTHER MAJOR RAIL LINES ARE TOTALLY UNREGULATED. 

WHILE DEREGULATION MAY BE GOOD IN THEORY, THE TRADE BETWEEN ALASKA AND THE 

LOWER 48 IS IN ESSENCE A MICROCOSM: ALL TRANSPORTATION MODES COMPETE

DIRECTLY WITH EACH OTHER FOR THE SAME BASIC CONSUMABLES. WE READILY 

ACKNOWLEDGE THAT LARGE PORTIONS OF THE ALASKA RAILROAD'S FREIGHT ARE BULK 

COMMODITIES; STILL, ALL OF THE COMPETING MODES ARE REGULATED WHILE THE 

RAILROAD IS NOT, THUS GIVING THE RAILROAD A DISTINCT COMPETITIVE EDGE 

WHICH CAN BE SUBJECT TO ABUSE.

7. THE BILL PROVIDES FOR THE ESTABLISHMENT OF CONTRACT RATES BY THE RAILROAD. 

THE STAGGERS ACT ALLOWS CONTRACT RATES BUT THAT LAW CONTEMPLATED THE RAIL­

ROADS ENTERING INTO CONTRACTS WITH MAJOR SHIPPERS WHOSE CARGO THEY HAD 

HISTORICALLY HANDLED FOR THE BENEFIT OF BOTH. THAT CONTRACT ABILITY WAS 

NOT ENVISIOFD TO BE USED AS A COMPETITIVE TOOL, AS IT HAS BEEN UTILIZED 

BY THE ALASKA RAILROAD. SEA-LAND HAS CHALLENGED THESE PRACTICES, BOTH 

BEFORE THE INTERSTATE COMMERCE COMMISSION AND IN THE COURTS, TO NO AVAIL 

BECAUSE THE RAILROAD IS UNREGULATED AND IMMUNE FROM SUIT. WE CANNOT LEGALLY
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ESTABLISH CONTRACT RATES AND, THEREFORE, CANNOT EFFECTIVELY COMPETE WITH 

SUCH RATES. WE URGE THIS BODY TO CRITICALLY SCRUTINIZE THAT PORTION OF 

THE BILL AND DELETE SUCH PROVISIONS FROM THE LEGISLATION.

8. ARTICLES 4 AND 5 OF THE LEGISLATION PROVIDE FOR THE AUTHORITY TO EXERCISE 

THE STATE'S POWER OF EMINENT DOMAIN/CONDEMNATION. SEA-LAND DOES NOT 

CHALLENGE THE STATE'S ABILITY IN THIS AREA, BUT WE STRONGLY FEEL THIS RIGHT 

SHOULD NOT BE LODGED WITHIN THE AUTHORITY BUT SHOULD BE RESERVED TO THE 

STATE TO PRECLUDE ANY COMPETITIVE USE OR ABUSE. IT IS A SIMPLE MATTER FOR 

THE RAILROAD AUTHORITY TO APPROACH THE STATE TO OBTAIN THE ABILITY TO 

ACQUIRE THE NECESSARY RIGHTS OF WAY.

9. SEA-LAND NOTES THAT THE AUTHORITY CAN DETERMINE WHAT INFORMATION IT KEEPS 

CONFIDENTIAL. WE URGE THAT THIS ABILITY IS SUBJECT TO POSSIBLE ABUSE.

AT A MINIMUM, ALL RATES, RULES, PRACTICES, DIVISIONS OF REVENUE, CONTRACTS, 

IF ANY, AND COST DATA MUST BE OPEN TO PUBLIC INSPECTION.

WE, AT SEA-LAND, ARE NOT HERE MERELY TO TELL YOU WHAT IS WRONG WITH THIS 

PROPOSED LEGISLATION. WE WISH TO BE CONSTRUCTIVE AND ASSIST YOU GENTLEMEN IN 

REACHING THE BEST POSSIBLE COMPROMISE WHICH WILL WORK TO THE BENEFIT OF THE 

STATE, ITS CITIZENS, AND THE TRANSPORTATION CARRIERS SERVING ALASKA. TO THIS 

END, I AM ENCLOSING AS AN APPENDIX HERETO, CERTAIN LANGUAGE AND PROPOSED 

AMENDMENTS TO THIS BILL WHICH WE FEEL WILL GO A LONG WAY TOWARD MEETING THE 

NEEDS OF ALL INTERESTED PARTIES, WHILE PROTECTING THE COMPETITIVE ENVIRONMENT 

IN THE ALASKA TRADE.

I AWAIT YOUR QUESTIONS. THANK YOU.
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ALASKA STATE SENATE BILL NO. 212 - RAILROAD AUTHORITY

1) Article 1, Page 2. Findings.

Sec. 42.40.100 - Legislative Findings and Policy.
Paragraph (b). It is the policy of the state...
Sub-paragraph (5) To provide reasonably high quality and low cost 
transportation to the people, visitors, and businesses of the state.

Change: We suggest that the entire sub-paragraph (5) or just "and
low cost" be deleted.

2) Paragraph (c), Page 3. The legislature further declares that... 

Sub-paragraph (2)
Sub-paragraph (f) Provide the best possible combination of high quality 
and reasonably low cost transportation.

Change: Suggest that the entire sub-paragraph (f) be deleted or delete
the words, "and reasonably low cost" and replace with "effectively 
managed".

3) Paragraph (c), Page 3.

Sub-paragraph (2)
Sub-paragraph (g) Operate according to sound business management practices.

Change: Add to this statement, "and in a manner that is consistent with
the total transportation needs of the people of the State of Alaska.

4) Paragraph (c), Page 3.

Sub-paragraph (2)
Sub-paragraph (j) Ensure that borrowing by the authority does not 
indirectly endanger the state's own borrowing capacity.

Change: Insert after "authority", "is kept at the minimum level
necessary to meet the railroad's capital needs and", before the word 
"does".



ALASKA STATE SENATE

5) Article 2, Pages 4 and 5.

Sec. 42.40.215. Appointment and Composition of Council.

Comments: Given its structure, per diem compensation level, and conflict 
of interest provisions (see Article 3), it's quite likely that members 
will be highly politically motivated; have little, if any, knowledge of 
business and specifically transportation issues; and be very much 
subject to the whim of the Governor and the Railroad. Perhaps there 
is a business or trade organization in Alaska that could be designated 
in the Statute to nominate members of the Council for the Governor's 
consideration, or at least to develop recommendations as to their 
qualifications.

6) Sec. 42.40.250, Page 7.

Paragraph (b). The council may provide for, in a manner consistent with 
the purposes of this chapter and subject to the approval of the 
governor, the management and operation of the railroad by a third- 
party contractor.

Comment: The operation of the railroad may be operated by a third
party under contract, after a formal bid procedure.

7) Article 2, Page 9.

Sec. 42.40.250. Executive Officials and Limited Delegation.

Paragraph (c). The general manager of the Authority manages the daily 
affairs and operations of the Authority.
Sub-paragraph (8) establishment of rates.

Change: This should be expanded and defined as "a joint management
and council responsibility."

0) Sec. 42.40.310, Pages 11 and 12.

Paragraph (6). Public Council Meetings.

Comment,: All deliberations and decisions relative to land acquisition
or dj'sposal should be made public information.
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AUTHORITY

9) Article 3, Page 14.

Sec. 42.40.340. Public Disclosure of Information. 
Paragraph (a).

Change: Delete second sentence.

10) Article 4, Page 15.

Sec. 42.40.400. General Powers.
Sub-paragraph (8). Acquire property by eminent domain and/or by a 
declaration of taking.

Change: Delete this paragraph.

11) Article 4, Page 16.

Sec. 42.40.400 
Sub-paragraph (16)

Change: After the word "railroad", insert "as a conmon carrier."

12) Article 4, Page 17.

Sec. 42.40.400 
Sub-paragraph (24)

Change: Delete "and low cost" from their sentence and add, "All rates
Thus described shall be at a level sufficient to recover the full cost 
of providing the particular transportation service concerned."

13) Article 4, Page 17.

Sec. 42.40.400 
Sub-paragraph (26)

Change: Delete their paragraph and replace with, "Enter into contracts
and leases peitaining to the properties and facilities of the Railroad.

14) Article 4, Page 18.

Sec. 42.40.400 
Sub-paragraph (27).

Change: Delete their paragraph and replace with, "Plan for and under­
take the extension of the Alaska Railroad's Rail System into areas of 
the State not presently served."



ALASKA STATE SENATE BILL NO. 212 RAILROAD AUTHORITY

15) Article 4, Page 18.

Sec. 42.40.400 
Sub-paragraph (28).

Change: Delete all after "operations" on Line 10, Page 18, and
substitute "and the Railroad has the same ability as any private
transportation company to preserve and protect such employee property 
and operations.

16) Article 5, Page 27.

Sec. 42.40.530. Eminent Domain and Acquisition of Property and 
Material s.

Change: Delete entirely.

17) Article 6, Page 28.

Sec. 42.40.600. Bonds and Notes.
Sub-paragraph (2).

Change: Delete last word "purposes" and add, "approved capital
improvement and expansion projects."

18) Article 7, Page 26.

Sec. 42.40.700. State Review.
Sub-paragraph (a). Prior to undertaking...

Comment: We should make mention of the fact that the words are already
sufficient to include the purchase of water or truck carriers.

19) Article 8, Pages 43 and 44.

Sec. 42.40.855. Exemption from Taxation.

Comment: Recommend deletion of entire section. This section both
exempts the properties of the railroad from state and local taxes, and 
provides that bonds and bond anticipation note interest payments shall 
also be exempt. This is a very substantial subsidy measure and will 
afford the Railroad a significant cost advantage over its competitor 
commercial firms. If this section is not deleted, the legislation 
should require the authority to take into account a hypothetical 
tax liability based on railroad industry standards in the computation 
of rail rates.



SUPPORT FOR POSITION OF WATER CARRIERS AND MOTOR CARRIERS SERVING ALASKA.

STATE OF ALASKA TAKEOVER OF THE ALASKA RAILROAD:

THE ISSUE:

As you are undoubtedly aware, the federal government has indicated a desire 

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

Current press reports indicate that, while the state is agreeable to taking 

over ownership and operation of the Alaska railroad, there are a host of 

problems with the transfer legislation. Most of these problems revolve 

around the transfer of rail lands as well „s the ability of the State of 

Alaska to further expand the railroad.

In addition to the problems mentioned above, the existing water carriers and 

motor carriers who operate between the Lower 48 and the State of Alaska, are 

seriously concerned with the potential impact this transfer may have on the 

existing transportation system between the Lower 48 and various destinations 

in Alaska. It should be noted that currently Alaska enjoys one of the finest 

integrated transportation systems in the nation. Water service is provided 

between the Lower 48 and Alaska utilizing all major modes (ro-ro, container, 

rail barge and break bulk barge). Competition between the carriers providing 

this service has always been intense and the result has been very high levels 

of service as well as relatively low prices for the service. Indeed, price 

competition has been so severe that many observers have often equated this 

competition to that of a "rate war."



Within the State of Alaska the transportation system has become very well 

developed with a multitude of motor carriers, as well as the Alaska Railroad, 

serving intrastate needs. This system is well integrated with many of the 

highway carriers using rail piggyback service icr a portion of their movement. 

Again, the marketplace has seen a very high degree of both service and price 

competition.

THE CONCERNS OF THE WATER CARRIERS AND MOTOR CARRIERS:

In assessing the impact the transfer from federal to state ownership will have 

on existing, privately-owned water carriers and motor carriers, we have three 

major concerns. All of these concerns revolve around the fact that the 

railroad would be owned by a state entity and thus not subjected to the 

normal "checks and balances" any privately-owned business is subjected to when 

that business is faced with the need to earn a profit to enable it to re­

invest in its business, as well as pay a fair return to its stockholders. Our 

major concerns are:

1. Entry by the Railroad into the Water Carrier or Motor Carrier business:

The private carriers desire legislation which will prohibit 

entry by a state-owned railroad into the water carrier or motor 

carrier business.

We feel quite strongly that the Alaska Railroad, which has enjoyed an 

average subsidy of 17.5 percent of revenue for the past several years, 

should direct all of its energies towards operating the most efficient 

rail service possible. Utilization of either their direct or indirect
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subsidies (indirect subsidies are those the railroad enjoys by virtue 

of public ownership: examples would be significantly lowered interest rates 

due to tax exempt bonds; elimination of need to earn a profit; lack of 

any requirement that they pay interest on their working capital; freedom 

from taxation; elimination of the requirement that they pay for licenses, 

permits, etc.) to enter the water or motor carrier fields. Currently, the 

water carrier field is served by all four major modes, ro-ro, container, 

rail barge and break bulk barge, and we see no long-term shortfall in 

available capacity. Within the motor carrier field, there are a multitude 

of motor carriers available in the state, and this industry has been 

severely depressed for several years, i.e., there has been significant 

overcapacity available.

2. Anti trust:

Private carriers desire legislative amendments which would place 

a state-owned railroad under both the federal and state antitrust 

laws.

All of the privately-owned water carriers and motor carriers are subject 

to the federal and state antitrust laws. It is our belief that the rail­

road should be subjected to the same laws as the private carriers are.

In short, we should all play by the same rules.

3* Ratemaking Policy:

Private carriers desire specific J_e gj_slative a mend men ts which 

would prohibit a_ state-owned rai 1 road from charging rates which



are below those charged by privately-owned carriers, for

freight on which both carriers are cross-competitive, that is, 

compete for the same traffic, where the rates do not recover 

the full cost of the service offered (to include any direct or 

indirect subsidy).

The railroad, by virtue of state ownership, will in all probability enjoy 

some form of direct subsidy as well as orjoy the benefits of indirect 

subsidization (as discussed above, by virtue of state ownership the 

railroad is not faced with all of the expenses which a privately-owned 

and operated corporation is subjected).

We believe that on all traffic where the railroad competes for the same 

traffic with privately-owned and operated carriers, the railroad should 

not be permitted to utilize its direct or indirect subsidies to set rates 

below those established in the private marketplace. This, we feel is 

simply "fair play" inasmuch as the private carriers do not have available 

to them the railroad's direct or indirect subsidies and wo have no desire 

to become involved in any subsidy schemes. Certainly, if the railroad, 

without using either direct or indirect subsidies, can price their service 

below that of the privately-owned and operated carriers, they should be 

allowed to do so.

ANSWERS TO QUESTIONS WE HAVE BEEN ASKED;

In making our feelings known, we ha/c been asked the following questions by 

many individuals:
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1. Why Isn't ICC Regulation of the Alaska Railroad's Rates Sufficient to

Eliminate any Droblems the Private Carriers Might Have With the 

Railroad Utilizing Subsidies to Compete With the Private Carriers?

The privately-owned carriers feel, quite strongly, that the ICC is not 

set up to regulate a state-owned railroad. Commission cost accounting 

procedures have no method of taking into account either direct or 

indirect subsidization which the state-owned railroad may receive. It 

should further be noted that a primary component of commission regulation 

of railroads is the fact that the railroad must face the "test of the 

marketplace" in terms of its ability to earn a profit, i.e., a primary 

component of the Staggers Act, which significantly changed the reasonable­

ness test for railroad rates was the feeling that in the "long run" the 

railroads would not price their services below cost because they would 

have to eventually earn a profit on the provision of those services.

As discussed in the foregoing, a state-owned railroad would of course 

have no need to earn a profit. Additionally, the ICC has no method of 

factoring in to any cost analysis (assuming that they utilize their 

current cost formulas) the value of direct and indirect subsidies which 

would be received by the railroad. Thus, commission regulation is not 

a viable method of ensuring that the economic advantages enjoyed by a 

state-owned railroad are not utilized unfairly against the railroad's 

privately-owned compotitors.
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2. Doesn't the Desire of the Private Carriers to Establish a "Rate Floor"

in Reality "Tie the Hands" of the Alaska Railroad?

The privately-owned carriers have absolutely no desire to establish 

anything akin to a "rate floor" or to "tie the hands" of the Alaska 

Railroad. What we desire is simply that the railroad "play by the same 

rules" as privately-owned carriers. Our sole concern regards the rail­

road's rate practices on movements of commodities which can and do 

move by both the railroad and the privately-owned carriers. We have 

absolutely no desire to have any impact on the railroad's rate policies 

for the movement of such bulk commodities as coal, gravel and other 

historic rail bulk commodities.

Within that area of commodities which are cross-competitive, all we have 

asked is that the railroad not be allowed to use its direct or indirect 

subsidies wh*n it sets prices which are below those which have been set 

between private carriers in a free and competitive marketplace. It should 

be noted that our position allows the railroad to meet any rates set by 

the private carriers irrespective of whether or not the railroad can 

earn a profit by so doing -- all we ask is that the railroad not be allowed 

to artifically depress the rates of the private carriers through the use 

of either direct or indirect subsidies -- if the railroad can legitimately 

price below the private carriers and still earn a profit, they should 

certainly be allov/ed to do this.

3. What is the Position of the Private Carriers on the Expansion of the 

Railroad?
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The private carriers feel the railroad should be expanded and utilized 

as the primary tool in developing the mineral deposits within the State 

of Alaska. Any expansion of the railroad will improve the overall 

business climate in Alaska and such improvement will automatically 

mean there will be more business available for all carriers. We feel 

it is a legitimate use of state power for the state to use its railroad 

to assist in opening up undeveloped areas of the state and the private 

carriers will certainly support the Alaska railroad in these efforts.

The Privately-Owned Carriers Proposed Amendments to the Current Transfer 

Legislation are Too Complex:

While we admit that our proposed amendments to the current transfer 

legislation are somewhat complex, it must be realized that the issues 

we attempt to address are quite complex. Certainly, within the rate area 

any legislation which attempts to deal with this problem must include 

rigorous definitions of what both the intent and the method of implementa­

tion are if we are to avoid abuses by either side. The private carriers 

have no "pride of authorship" in this area and we stand ready to work 

with all members of the public sector to ensure that the stato arrives 

at the fairest, and easiest-to-enforce legislation.

Isn't This Only a "Tempest in a Teapot" and in Fact Private Carriers 

Will "Continue to do Business As Usual" No Matter How the Transfer of 

the Railroad Occurs?

Certainly the private carriers have not suggested that "if we do not get 

what we want" we will close our doors. We also do not feel that this

- 7 -



would be the natural outcome if the private carriers are unsuccessful 

in obtaining the legislation we seek. What we do feel will occur, over 

time, is that the private carriers, if faced with competition from a 

state-owned railroad which uses its direct and indirect subsidies to 

either underprice them or opeiate a competing water or motor carriage 

service, will simply fail to reinvest the necessary dollars to maintain 

a viable privately-owned and operated service.

One needs only look at the existing services which are available in the 

water-carrier field to see that some of the vessels serving Alaska are 

extremely old (average age 40 years, in some cases). The ability of 

the private water carriers to generate the needed capital to replace 

overage equipment as well as to convince their stockholders that the 

necessary commitments of capital will be economic, is a function of the 

carrier's perception of the marketplace in the "long run." Certainly 

most business would find it difficult to authorize the commitment of 

almost $100 million per vessel (the approximate construction cost of any 

new vessels which would be placed in operation in an Alaskan service) 

when faced with competition from a state-owned railroad which had access 

to bothdirect and indirect subsidies with no constraints on their use.

in the motor carrier field problems could "come on" much more quickly.

Many of the motor carriers operating within the Alaska area are not now 

well capitalized or in the best financial health. Indeed, there have 

been several recent bankruptcies. Certainly investment in new trailers 

and tractors would slow down if these carriers were faced with unrestrained 

competition from a state-owned railroad which had access to both direct 

and indirect subsidies.

- 8 -



EVALUATION 
OF THE

INTERSTATE COMMERCE COMMISSION BUREAU OF ACCOUNTS 
SECTION OF COST DEVELOPMENT JUNE 15, 1981 STUDY 

OF THE ALASKA RAILROAD WATER/RAIL CONTRACT RATES AMD 
WATER/RAIL TARIFF CHARGE RATES



This evaluation of an Interstate Commerce Commission (ICC) 

examination of the Alaska Railroad’s pricing was occasioned by 

expressions that the ICC had concluded that the Alaska Railroad 

insofar as it competes with private companies is not pricing 

below costs. No ICC study stands for that proposition.

Working with data supplied by the Alaska Railroad, and thus 

presumably favorable to the Railroad's position, the ICC report 

in fact demonstrates that the Alaska Railroad's prices for competi­

tive service are provided at a level below the costs the Alaska 

Railroad would experience if it were an unsubsidized private 

enterprise.

A recently released General Accounting Office study casts 

doubt on anyone's ability to determine whether the Alaska Railroad 

is pricing, above costs.!/ GAO concludes that despite its having 

drawn attention to the railroad's lack of costing data, corrective 

action was not initiated until December, 1901, and is still not 

completed. Thus, the Alaska Railroad's costs of providing freight 

transportation service is still unknown.

E x e c u t iv e  Summary

!/ Comptroller General's Report to the Congress, Alaska 
Railroad's Federal Rule Should E n d ; Some Management Problems 
Remain, February 25, 198 2, hereinafter, ""the GAO Study," 
pages 14 and 15.



I n t r o d u c t io n

The Conference Report on Appropriations for the Department 

of Transportation and Related Agencies!/, for fiscal year 1981, 

directed the ICC to provide a determination (along with support­

ing data) to the House and Senate Committees on Appropriations 

as to whether the Alaska Railroad's (the "ARR" or "the Railroad") 

water/rail contract rates and water/rail tariff charges recover 

the full variable cost of such service as well as any subsidy 

allocable in providing such service. The pertinent part of the 

Conference Report states,

PAYMENT TO THE ALASKA RAILROAD REVOLVING FUND

Amendment Number 36:   The Conferees also
direct the Interstate Commerce Commission, in coopera­
tion with the Federal Railroad Administration and the 
State of Alaska, to provide a determination (along with 
supporting data) to the House and Senate Committees on 
Appropriations as to whether Alaska Railroad water/rail 
contract rates and water/rail tariff charges recover 
the full variable cost of such service as well as any 
subsidy allocable in providing such service. Such d e­
termination shall be provided no later than June 1,
1981.

Report No. 98-1400, 96th Congress, 2d Session, p. 14.

The Senate Appropriations Committee gave its reasons for ordering

the study as follows:

"The Committee is concerned that the federally owned 
and subsidized Alaska Railroad may be pricing its 
interstate water/rail services at a level so low as to 
threaten the existence of its unsubsidized private 
carrier compet it ion...".

S. Report No. 96-932, 96th Congress, 2d Session, p. 43.

The ICC completed the required study, entitled, "Study of

the Alaska Railroad Water/Kail Contract Rates and Wafer/Rail

Tariff Charge Rates Pursuant to Amendment No. 36 to the Conference
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Report Making Appropriations for the Department of Transportation 

and Related Agencies" (the "Study") on June 15, 1981. The Study 

used some of the same methods employed in an earlier ICC study of 

two contract rates published by the ARR. The earlier study, man­

dated by Section 709 of the Staggers Rail Act of 1980, P.L. 96-448, 

was published on June 1, 1981, and was entitled, "Study of the 

Alaska Rates Pursuant to Section 709 of the Staggers Rail Act of 

1980" (the "Staggers Act Study").

Background

The principal c^inmmercial link between Alaska and the con­

tiguous or "lower 48" states is by water. No rail route exists, 

and motor carriage up the Al-Can Highway is both prohibitively 

expensive and subject to restrictions by the Province of British 

Columbia.

At present three water c'triers haul virtually all the freight 

moving to Alaska from the lower 48 states. Totem Ocean Trailer 

Express ("TOTE"), Sea Land Service Inc. (Sea Land), and the U.S. 

Government owned and operated ARR are the three principal common 

carriers which publish tariffs for the transportation of cargo by 

water between the lower 48 and Alaska.

TOTE transports trailers in "RO-RO" (roll on/roll off) 

vessels, and Sea Land transports containers in container ships.

TOTE and Sea Land publish competing tariffs, each of which states 

through routes and joint rates which are concurred in by various 

motor carriers.

The ARR, which itself only provides intrastate rail service 

inside Alaska, also publishes a through route/joint rate tariff
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for water/rail service between the lower 48 and Alaska. The water 

portion of this transportation is provided by Alaska Hydrotrain, a 

division of Crowley Maritime Corporation. Hydrotrain transports 

rail cars on barges pursuant to the ARR's water/rail tariff.

TOTE, Sea Land, and the ARR all offer complete through 

transportation to or from inland points in the lower 40 to or 

from inland points in Alaska in conjunction with their respective 

concurring and connecting carriers. Thus TOTE, Sea Land, and the 

ARR rre direct competitors in providing transportation between 

the lower 48 and Alaska.

More than 80 percent of the freight traffic (except oil) 

moving between Alaska and the lower 48 moves between Anchorage 

and the Puget Sound. Most of that movement is by water. But 

Alaska Hydrotrain, the only water carrier of rail cars in the 

trade, publishes no tariffs and establishes no separate charges 

for its services. Its prices are included in the joint rates 

charged by the ARR.

As the Conference Report indicates, TOTE and Sea Land, the 

ARR's unsubsidized competitors, have complained that the Railroad 

is using the public subsidy it receives to publish below cost 

rates on traffic for which it competes with ARR/Hydrotrain.

The Congress therefore mandated the study to examine whether 

the ARR was using the subsidy it receives2/ to price its

2/ The ARR received $6.5 million in subsidy in FY 1980, $10 million 
in FY 1981, and $6 million in 1982. In addition, the ARR/Hydrotrain 
service has received substantial ongoing benefits through government 
construction of facilities such as the harbor facilities at Whittier, 
which the ARR may use free of debt service.
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competitive s e r v i c e V  at a level below that which it could 

maintain without subsidy.

Analysis

The ICC concluded that the ARR's charges for rail service 

recover the cost of providing that service.

Of obvious importance to a finding related to costs is that 

one know what the costs are. The ICC stated that the only cost 

data available was that "developed by the railroad's costing 

system."£/

Therein lies a basic weakness with the Study. The Railroad

has no effective cost information. The General Accounting Office,

at page 18 of its Feb. 25, 1982, study, noted that in its 1978

report GAO had concluded: "Furthermore, the Railroad did not

have information on the cost of transporting specific commodities

to use in setting rates and making other marketing decisions."

GAO then reported that little substantive change had occurred.

Then at page 21 GAO said,

"...[W]e continue to believe that complete cost infor­
mation is crucial to an effective marketing program.
An FRA rate consultant stated that rates are determined 
by the market conditions, not by costs. Our previous 
reports stated that Alaska Railroad's rates should be 
based primarily on costs, but even if they are based on 
market conditions, as the consultant suggests, complete 
cost and revenue information is needed to determine

The ARR maintains a number of services for which little or no 
competition exists. An example is the rail passenger service 
between Anchorage and Fairbanks. In addition, neither TOTE nor 
Sea Land compete for the carriage of bulk commodities between the 
lower 48 and Alaska.

V  T h e  S t u d y ,  p. 1 3.
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which business is the most profitable and should there­
fore be emphasized and encouraged through marketing ef­
forts ."

Thus, the cost data underpinning for any conclusions simply 

do not exist on the ARR.

Even if we assume that the cost data has some relation to 

fact, the Study shows the Railroad's rates to be below cost "as 

well as any subsidy allocable in providing such service." The 

Study demonstrates that the ARR's prices for its competitive 

rail service are set at a level below the costs that the ARR 

would have to pay to meet that service if it did not receive a 

subsidy from the Federal Government. If the ARR were privately 

owned, it would be losing substantial amounts on its competitive 

service.

Table 1 below, which was compiled using data and assumptions 

used by the ICC in the Study, demonstrates this point.

Table 1

WATER/RAIL RAILCAR TRAFFIC: COMPARISON OF REVENUE PER
CARLOAD AND FULL VARIABLE COSTS PER CARLOAD

(Cost of Capital at Government Rate and 
at Private Enterprise Rate)

Full Variable Costs Ratio of Revenue to
per Carload Full Variable Costs

Traffic Category
Revenue per 

Carload
Govt.
Rate

Pvt.
Rate

Govt.
Rate

Pv t . 
Rate

Compet i t ive 1.224 1193 .1.30 9 L.0 3 .00

Noncompetitive 1492 1045 1216 1.4 3 1.23

Total 1299 1151 1340 1.13 .97
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The far right-hand column on Table 1 shows the "Ratio of Revenue 

to Full Variable Costs'1̂ / for "competitive," "noncompetitive," 

and total rail/water traffic moving between the lower 48 and 

Alaska. The Study does not break the water/rail traffic down 

into competitive or noncompetitive categories. But TOTE has 

demonstrated —  without contradiction from the ICC or the ARR —  

that it and Sea Land face competition from the ARR on about 

20 percent of their traffic; the bulk of the "competitive 

traffic" is lumber and building materials.^/

W  The variable cost of providing transportation service includes 
the costs that vary according to the extent of that service, as 
opposed to fixed costs, which remain constant. Examples of vari­
able cost include labor, fuel, and wear and tear on equipment, 
while an example of a fixed cost is the service on outstanding 
debt. The allocation of costs into the variable or fixed catego­
ries may be made in different ways, depending on the period of 
time under consideration and the assignment of certain "common" 
costs to different services. in the Study, the ICC computed seven 
different levels of variable cost, described at pages 17-20 of 
the Study. Table J. uses the lowest level and, thus, the level 
most favorable to the Railroad's position, i.e. ICC's "Level I" 
variable cost computation, the level closest to the ARR's direct 
or out-of-pocket costs. The other cost levels contain some allo­
cation of indirect costs to this traffic.

6/ TOTE identified 15 commodities with which it competes with the 
ARR in a "Motion for Supplementary Action" filed at the ICC on 
January {J , 198 1, in Ex Parte No. 405, the proceeding in which the 
ICC developed the Staggers Act Study. A copy of the Motion, and 
the attached Verified Statement of export witness Carl M. Suavely, 
Jr., is available from counsel for TOTE, Garvey, Schubert, Adams h 
Barer, 1000 Potomac Street, N.W., Washington, D.C. 20007, upon re­
quest. The Study develops cost/revenue ratios for a number of dif­
ferent commodity groups in Appendices E, F, and II. A comparison 
of the TOTE list of 15 commodities with the commodities listed in 
tho Appendices produced a list of seven competitive commodity 
categories, as lollows: housebuilding materials, agricultural
commodities, iron and steel, machinery, paper and printing paper, 
food and drink, and manufactured and miscellaneous. The list is 
not exhaustive, but it is representative: most of the traffic as
to which TOTE/Sea Land and the ARR compete is lumber and building 
materials designated as "housebuilding" in Appendices E, F, and II.



With cost of capital computed at the "embedded cost" to the 

G o vernment,2/ Table 1 shows that the revenues from the competitive 

traffic exceeded the full variable costs by three percent, whereas 

the revenues from the noncompetitive traffic exceeded the full 

variable costs by 43 percent.

However, Table 1 also shows that when the cost of capital 

is increased to the "private enterprise requirements," —  i.e. 

the cost of capital to private enterprises rather than to the 

Government —  the competitive traffic fails to cover the full 

variable costs by 12 percent. In contrast, the revenues on the 

noncompetitive traffic exceed the fuLl variable costs by 

23 percent.

Hence, the Study shows that the availability of the 

Government's capital subsidy does permit the ARR to continue 

the long-term carriage of the competitive commodities at a 

revenue level which would not support a private enterprise rail­

road. The only conclusion available is that the Alaska Railroad 

is using its favored position to compete unfairly with private 

b u s iness.

As the language in the Senate Appropriations Committee 

Report indicates, the Committee wanted the Commission to

V  The embedded cost of capital, to the Government is the price 
the Government actually paid for the capital it has invested in 
rail faci'ities; the cost is much lower than the cost of capital 
to a private individual, since (i) in many cases the Alaska 
Railroad could roly on its subsidy monies rather than borrowing 
funds and (2) the interest rate available to the Alaska Railroad 
reflects the fact that it is an agency cf the Uni t e d .States 
Government, and as such has the full faith and credit of the 
United States behind it.
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(1) increased its reliance on the Federal subsidy and/or

(2) threatened the existence of its unsubsidized competitors. 

However, the Commission directed its entire effort to merely 

developing revenue-to-full variable cost ratios.

The Commission study is silent both as to the effect of the 

ARR's rate policies on the level of the Federal subsiuy, as well 

as to the effect of those policies on the private enterprise 

carriers with which the railroad competes.

The ARR's rate policies can have several effects on the 

competitive private enterprise water carriers. Obviously, if 

its rates divert traffic from those carriers to the railroad, 

there is a direct and negative impact on the gross revenues of 

the competicive carriers and, dependent on the economics of the 

situation, on their net revenues. More subtle perhaps is the 

impact on the willingness of the private enterprise carriers to 

take the risk of future investment in the Alaska trade.

Over the long run, private enterprise capital cannot compete 

pricewise with Government funding. As a result, the private car­

riers will gradually withdraw investment from the trade by not 

replacing existing investment as it becomes worn out or obsolete. 

Ultimately, the private carrier will go out of business altogether 

unless the Government funded carrier does not have or does not 

obtain sufficient capacity to meet the demands of tho trade.

F,ven in times of high demand, a history of below-cost rates -

i.e. below the costs that private enterprise carriers would have 

to pay -- by the Government funded carrier will, cause the private

d e te rm in e  i f  the p r i c i n g  p r a c t i c e s  o f  the A la s k a  R a i l r o a d
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e n t e r p r i s e  c a r r i e r s  t o  b e  r e l u c t a n t  t o  m a k e  i n v e s t m e n t s  i n  n e w  

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

t h a t ,  i f  t h e  d e m a n d  i n c r e a s e s  d o  n o t  m a t e r i a l i z e  a s  p r o j e c t e d ,  

t h e  G o v e r n m e n t  f u n d e d  c a r r i e r  c a n  a n d ,  p e r h a p s ,  w i l l  u n d e r t a k e  

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



U n i v e r s i t y  o f  A l a s k a

Institute of Social and  Economic Research 
707 "A" St., Suite 206 

Anchorage, A loska 99501 
Phone(907)278-4621

1 5  J a n u a r y  1 9 8 1

T h e  H o n o r a b l e  J a l m a r  K e r t t u l a  

P r e s i d e n t ,  A l a s k a  S t a t e  S e n a t e  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  K e r t t u l a ,

I n  l i g h t  o f  y o u r  l o n g s t a n d i n g  i n t e r e s t  i n  I n t e r i o r  A l a s k a  a n d  t h e  

r o l e  t h e  A l a s k a  R a i l r o a d  m i g h t  p l a y  i n  t h e  r e g i o n ' s  e c o n o m i c  d e v e l o p m e n t ,

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

p r o p o s e d  c h a n g e  in  t h e  o w n e r s h i p  a n d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d .

I n  t h e  a t t a c h e d  m e m o r a n d u m ,  J o h n  G r a y  o f  ray s t a f f  i d e n t i f i e s  m a n y  

o f  t h e s e  p o l i c y  i s s u e s  a n d  s u g g e s t s  a w a y  to e x a m i n e  t h e m .  J o h n  h a s  

s h a r e d  h i s  t h o u g h t s  i n f o r m a l l y  w i t h  s t a f f  o f  D O T P F  a n d  r e p o r t s  t h a t  t h e y  

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

a n d  t i m e  a v a i l a b l e  to  t h e m .  H o p e f u l l y ,  t h e  d e p a r t m e n t a l  a n a l y s e s  w i l l  b e  

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

t o  t h e  l e g i s l a t u r e ' s  f i n a l  d e t e r m i n a t i o n .

T h e  I n s t i t u t e  h a s  d e v o t e d  s e v e r a l  y e a r s  to  d e v e l o p i n g  a  p r o f e s s i o n a l  

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

t r a i n i n g  a n d  h a s  m a d e  s u b s t a n t i a l  p r o g r e s s  i n  t h e  p a s t  f e w  y e a r s .  A s  d i s ­

c u s s e d  i n  t h e  e n c l o s e d  R e v i e w , o u r  t r a n s p o r t a t i o n  s y s t e m  i s  i n e x t r i c a b l y  

i n t e r m o d ^ l ,  w i t h  s o m e t h i n g  l i k e  8 5  p e r c e n t  o f  a l l  g o o d s  b e i n g  t r a n s p o r t e d  

b y  m o r e  t h a n  o n e  raode o f  t r a v e l .  T h i s  i n t e r r e l a t i o n s h i p  s u g g e s t s  t h a t  

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

m o d e s  t o  w h i c h  it  i s  l i n k e d  a n d  t h o s e  w i t h  w h i c h  it  c o m p e t e s .  M o v i n g  

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

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

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

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

of  t h e  A l a s k a  R a i l r o a d .

A l a s k a  h a s  a n  e x c i t i n g  o p p o r t u n i t y  t o  b u i l d  a f o u n d a t i o n  f o r  i t s  

f u t u r e .  H o p e f u l l y ,  t h e  s u d d e n  a v a i l a b i l i t y  of s u r p l u s  r e v e n u e s  w i l l  n o t  

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

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

J A N  I 9  1981
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I f  I o r  t h e  I n s t i t u t e  c a n  b e  o f  a n y  a s s i s t a n c e  t o  y o u  a s  y o u  c o n ­

s i d e r  t h i s  i m p o r t a n t  q u e s t i o n ,  p l e a s e  f e e l  f r e e  to c a l l  m e .

W i t h  b e s t  r e g a r d s .

L G / d s

E n c l o s u r e

cc. •'''Senator E d  D a n k w o r t h  

S e n a t o r  B i l l  R a y  

R e p r e s e n t a t i v e  P a p p y  M o s s  

R e p r e s e n t a t i v e  B r i a n  R o g e r s  

M s .  F r a n  U l m e r ,  D i r e c t o r ,  D P D P

M s .  J e s s i e  D o d s o n ,  S p e c i a l  A s s t . ,  G o v e r n o r ' s  O f f i c e  

C o m m i s s i o n e r  B o b  W a r d ,  D O T P F  

C o m m i s s i o n e r  C h u c k  W e b b e r ,  C E D  

J o h n  G r a y ,  A s s t .  P r o f . , I S E R

S i n c e r e l y ,

L e e  G o r s u  

D i r e c t o r
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L e e  G o r s u c h  

J o h n  G r a y

P o l i c y  Q u e s t i o n s  R e q u i r i n g  E x a m i n a t i o n  P r i o r  t o  a  C h a n g e  i n  

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

T h e r e  n o w  e x i s t s  a  f a i r l y  h i g h  p r o b a b i l i t y  t h a t  t h e  A l a s k a  R a i l r o a d  

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

c o u r s e  o f  t h e  n e x t  t w o  to  f o u r  y e a r s .  T h i s  e x p e c t a t i o n  i s  b a s e d  o n  t h e

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

•  T h e  A l a s k a  R a i l r o a d  n o  l o n g e r  s e r v e s  i t s  o r i g i n a l  f u n c t i o n  (a  

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

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

0 T h e  s t a t e  n o w  p o s s e s s e s  t h e  r e s o u r c e s  to a s s u m e  r e s p o n s i b i l ^ y  

f o r  t h e  o p e r a t i o n  a n d ,  if  n e c e s s a r y ,  s u b s i d i z a t i o n  o f  t h e  

r a i l r o a d ;

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

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

i n c r e a s i n g l y  a t t r a c t i v e ;  a n d

•'n
•  T h e  r a i l r o a d  w o u l d  b e  c a p a b l e  o f  p r o v i d i n g  m o r e  e f f e c t i v e  

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

o r g a n i z a t i o n a l  a n d  i n s t i t u t i o n a l  s t r u c t u r e .

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

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

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

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

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

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

p o t e n t i a l l y  i n v o l v e d  a n d  h o w  v a r i o u s  s c e n a r i o s  o f  t h e  r a i l r o a d ' s  f u t u r e  

c o u l d  i n f l u e n c e  t h e s e  i s s u e s .

T h e  c o n s u l t a n t ' s  r e p o r t  to 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  o n  t h e  p r e l i m i n a r y  p h a s e  of  t h e  S t a t e w i d e  R a i l  S y s t e m s  

S t u d y  i d e n t i f i e d  a n u m b e r  o f  q u e s t i o n s  r e q u i r i n g  c o n s i d e r a t i o n  p r i o r  to 

d e c i s i o n  m a k i n g  o n  t h i s  i s s u e .  T h e s e ,  a n d  a n u m b e r  o f  o t h e r s  l i s t e d  

b e l o w ,  i n c l u d e :

T O :

F R O M :  

S U B J E C T :



T h e  s t a t u s  o f  r a i l - r e l a t e d  l a n d s  b o t h  i n  r e l a t i o n s h i p  t o  A N C S A  

c o n v e y a n c e s  a n d  to  t h e  r a i l r o a d ' s  o p e r a t i o n a l  a n d  i n d u s t r i a l  

d e v e l o p m e n t  r e q u i r e m e n t s ;

T h e  s t a t u s  o f  p u b l i c  e m p l o y e e  u n i o n s ,  e x i s t i n g  l a b o r  a g r e e ­

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

p r o t e c t i o n  c o n d i t i o n s ;

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

r a i l r o a d  t o  s e e k  i n v e s t m e n t  capital;,

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

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

r a i l r o a d ’s s e r v i c e s ;  • '

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

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

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

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

i f  s o ,  w h e t h e r  it  is a  p u b l i c  g o o d  w h i c h  s h o u l d  b e  s u b s i d i z e d  

if t h e  r a i l r o a d  is  r e q u i r e d  to c o n t i n u e  i t s  o p e r a t i o n ;

A  d e t e r m i n a t i o n  of  w h e t h e r  t he r a i l r o a d  r e p r e s e n t s  a n  a p p r o ­

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

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

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

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

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

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

d e b t ;

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

r e g u l a t o r y  c a p a b i l i t y ;

T h e  d e t e r m i n a t i o n  o f  t a x  s t a t u s  ( f e d e r a l ,  s t a t e ,  l o c a l )  o f  

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

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

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

s i b i l i t i e s ;

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

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

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

i n s t i t u t i o n a l  a r r a n g e m e n t s  o n  p o t e n t i a l  r a i l  e x t e n s i o n s ;

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

i n s t i t u t i o n a l  a r r a n g e m e n t s  f o r  t h e  r a i l r o a d ;  a n d

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

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

t u r e s .

W h i l e  m a n y  o f  t h e s e  q u e s t i o n s  h a v e  a l r e a d y  b e e n  i d e n t i f i e d  n o n e  

h a v e  u n d e r g o n e  a n y  d e t a i l e d  e x a m i n a t i o n .  A l t h o u g h  t h e r e  a r e  f i f t e e n  

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

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

t h e  o t h e r s .

T h e  f i r s t  a n d  c e n t r a l  o f  t h e s e  c o n c e r n s  t h e  o w n e r s h i p ,  o p e r a t i o n a l ,  

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

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

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

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

p o t e n t i a l l y  i n t e r e s t e d  p a r t i e s .  A  v a r i e t y  o f  o p t i o n s  a p p e a r  t o  b e  

a v a i l a b l e  i n c l u d i n g :

• M a i n t a i n  t h e  s t a t u s  q u o .  T h a t  is, c o n t i n u e  to f u n c t i o n  a s  a 

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

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

s o m e w h a t  s i m i l a r  to  C a n a d i a n  N a t i o n a l  R a i l w a y .

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

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

• R e o r g a n i z e  a s  a s t a t e  c o r p o r a t i o n .  S u c h  a n  o p e r a t i o n  m i g h t

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

O n t a r i o  N o r t h l a n d  R a i l w a y  o r  to a n y  n u m b e r  o f  s m a l l  o p e r a t i o n s  

d e v e l o p e d  i n  t h e  E a s t e r n  a n d  M i d e a s t e r n  U . S .  d u r i n g  t h e  p a s t  

f i v e  y e a r s .

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

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

c o m b i n a t i o n  o f  t h e  r a i l r o a d ' s  r e a l  a n d  o p e r a t i n g  a s s e t s  

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

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

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

R a i l w a y  a n d  t he c i f  o f  C i n c i n n a t i  f o r  o p e r a t i o n  o f  s e v e r a l  

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

• S e l l  t h e  r a i l r o a d  to a p r i v a t e  f i r m  w h o  w o u l d  t h e n  f u n c t i o n  

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

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

s i z e  o f  t h e i r  i m p a c t s  u p o n  t h e  s t a t e .  T h e y  a l s o  w o u l d  p r o v i d e  c o n s i d ­

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

o f  t h e m  w o u l d  n e c e s s a r i l y  e n t i r e l y  e l i m i n a t e  s t a t e  i n v o l v e m e n t ) .  F i n a l l y ,  

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

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

t h a n  c o m m e r c i a l .

A  s e c o n d  g r o u p  o f  t h e  d e c i s i o n  q u e s t i o n s  m i g h t  b e  t e r m e d  i n s t i ­

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

s h i p  a n d ,  t o  s o m e  d e g r e e ,  t h e  i n t e r m o d a l  c o m p e t i t i o n  q u e s t i o n s .  W h i l e  

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

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

a p p l i c a b l e  t o  a n y  o f  t h e  fo m s  n o t e d  a b o v e .  T h e i r  s o l u t i o n s  m a y  a l s o  

t a k e  s e v e r a l  f o r m s  i n  a n y  o n e  o f  t h e  c a s e s  n o t e d  a b o v e .  T h e s e  m a y  a l s o  

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

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

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

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

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

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

l i n e s  a g a i n s t  w h i c h  t o  e v a l u a t e  a l t e r n a t i v e s .  M u c h  o f  t h e  b a c k g r o u n d  

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

• " T h e  P r e l i m i n a r y  S t a t e w i d e  R a i l  S y s t e m s  S t u d y "

• " T h e  A l a s k a  R a i l r o a d  - F u t u r e  F r e i g h t  M a r k e t s "

T h e  l a t t e r  i t e m  w o u l d  r e q u i r e  a g o o d  d e a l  o f  u p d a t i n g .

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

r a i l r o a d ’s f i n a n c i a l  s t r u c t u r e .  I w o u l d  s u s p e c t  t h a t  m u c h  o f  t h e  a c c o u n t ­

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

o f  o t h e r  c a r r i e r s  w i l l  n o t  e x i s t  s i n c e  t h e  r a i l r o a d  h a s  b e e n  r e q u i r e d  t o  

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

r a t h e r  t h a n  i n d u s t r i a l  p r a c t i c e s .  A d d i t i o n a l l y ,  v a l u i n g  e x i s t i n g  c a p i t a l  

a s s e t s  c o u l d  b e  v e r y  d i f f i c u l t  b e c a u s e  of  t h e  r a i l r o a d ' s  f e d e r a l  s t a t u s .  

H o w e v e r ,  i t  w i l l  b e  n e c e s s a r y  t o  p e r f o r m  s u c h  a n  e v a l u a t i o n ,  p a r t i c u l a r l y  

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

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

d u c e  m o s t  q u i c k l y  r e s u l t s  o f  v a l u e  to d e c i s i o n  m a k e r s .  I t  i s  b a s e d  o n  

t h e  p r e m i s e  t h a t  t h e  c e n t r a l  e l e m e n t  i n  t h e  a n a l y s i s  is  t h e  s t r u c t u r a l  

o w n e r s h i p / o p e r a t i o n a l  f o r m  t h a t  w o u l d  r e s u l t  f r o m  t h e  d e c i s i o n  m a k i n g .

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

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

d e f i n i t i o n s  w h o u l d  t h e n  b e  c o m p a r e d  to e a e h - o f —  the^— firf-teen— que-fri-ona-
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e a c h  o f  t h e  f i f t e e n  q u e s t i o n s  r a i s e d  e a r l i e r .  T o  a s  g r e a t  a n  e x t e n t  a s  

p o s s i b l e ,  t h e s e  r e l a t i o n s h i p s  s h o u l d  b e  q u a n t i f i e d ,  h o w e v e r ,  t h i s  i s  

c l e a r l y  n o t  p o s s i b l e  i n  a l l  o f  t h e  a r e a s .  I n  s o m e  c a s e s  q u a l i t a t i v e  

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

a  ( r e l a t i v e l y )  s u b j e c t i v e  w e i g h t i n g  o f  a l t e r n a t i v e s .  A s  m e n t i o n e d ,  

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

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

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

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

F o r  s t r i c t  d e c i s i o n  m a k i n g  p u r p o s e s ,  i t  is  n o t  u s u a l l y  o f  g r e a t  

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

T h e r e f o r e ,  I b e l i e v e  t h a t  t h e  f i n a l  p r o d u c t  s h o u l d  b e  i n  t h e  f o r m  o f  a  

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

(or s u b - q u e s t i o n s )  o n  t h e  s e c o n d  a x i s .  T h e  c o n t e n t s  o>f e a c h  m a t r i x  

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

o f  t h e  f o r m s  i n  a d d r e s s i n g  t h e  q u e s t i o n .  I t  w o u l d  p r o b a b l y  n o t  b e  

a p p r o p r i a t e  t o  s u g g e s t  a b e s t  s o l u t i o n  ( a l t h o u g h  it w o u l d  b e  p o s s i b l e  

t o  d o  so) rather-, it  w o u l d  b e  m o r e  u s e f u l  t o  i n d i c a t e  a  b e s t  c o u r s e  

o f  a c t i o n  i n  r e g a r d s  to  e a c h  q u e s t i o n .  T h e  t e x t  w o u l d  b e  b o t h  a  

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

i n  t h e  m a t r i x .

F i n a l l y ,  I w o u l d  e m p h a s i z e  t h a t  a n y  w o r k  i n  t h i s  a r e a  s h o u l d  b e  

c o o r d i n a t e d  w i t h  t h e  c o n t i n u i n g  D O T P F  r a i l  p l a n n i n g  p r o g r a m .  T h i s  

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

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

F u r t h e r ,  i n d i v i d u a l s  i n  t h a t  o f f i c e  h a v e - b e e n  i n v o l v e d  i n  v a r i o u s  

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

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

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

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

w o u l d ,  i n  a n y  c a s e ,  b e  a  p a r t  of  i n t e r m o d a l  p l a n n i n g  e f f o r t s  r e l a t e d  

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



Technical amendments to *** "inter-1 ineated" draft

1) On page 4, at line 3, following the word "not add the words
• \

"directly or"

2) On page 7, at line 14, add a new subsection: "(d) A  member whose 

term has expired shall serve until his successor has been appointed by the 

Governor."

3) On page 9, at line 21, delete the word "governing" and insert in 

lieu thereof the word "delegating;" at line 22 delete the words "be con­

ducted" through the word "by" in line 23; at line 24, following the word 

"official" insert a ccrma and the words "subject to any board review specified 

in the policies"

4) On page 14, at line 3, following the word "information"; on page 17 

at line 6, following the word "matters"; and at line 15 of the same page 

following the word "Commission," add the words "i eluding but not limited

to proprietary information associated with specific shippers, divisions and 

contract rate agreements" On these same pages add "U.S." preceding each 

reference to the Interstate Commerce Commission.

5) On page 14, at line 10 delete the words "and for" through the word 

"regulations," on the next line; At line 19 following the period add a new 

sentence: "Ihe legislature by appropriate action may annul or temporarily 

suspend a regulation adopted by the authority."

6) On page 16, at line 12, following the word "after" insert the words 

"the date cf"

7) On page 21, at line 30, delete the word "railroad"
>*»■

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

a ccmma and the word "control"



9) On page 25,, at line 28, strike the words "general manager" and

insert in lieu thereof the words "chief executive officer"
\

10) On page 28,, at lines 26-27 strike the words "general manager" 

and insert in lieu thereof the words "chief executive officer"

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

the words "and the authority"

12) On page 30,, at line 27, following the word "adept," insert the 

word "exclusive"

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

lieu thereof the word "board"

14) On page 38, at line 9 delete the word "appropriate" and insert 

in lieu thereof the word "applicable"

15) On page 41, at line 29, following the word "approved" insert the 

words "or rejected" and at line 30, following the word "act" insert the 

words "or to refrain frcm acting"

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

thereof the ward "shall"

17) On page 43. at line 12, following the word "cmmission" insert the 

words "or has filed an annual report that is false or deceptively misleading 

on a material matter"

18) On page 51, at line 3, following the word "house," insert the 

word' "the minority leaders of each house,"; delete the words "and ranking 

minority members" on lines 3-4? and on line 4, following the word 

"transportation" insert the words "and finance"

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

thereof the following:

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

Delete subsection 6 of AS 42.40.1020 on pag.£_JU



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

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

F I S C A L  N O T E

I. R E Q U E S T
B i l l / R e s o l u t i o n  N o .  SB 212 (Dankworth, Kerttula & Sturgulewski)
Title An Act establishing the Alaska Railroad Authority_____________
R e q u e s t e d  b y  Sens. Dankworth. K e r t t u l a  ft S t u r q u l e w s k 5>ate___ 2 / 2 6 / 8 1

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

A g e n c y  A f f e c t e d  DQT/PF
P r o g r a m  C a t e g o r y  A f f e c t e d  N / A

BR U ,  P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d  T r . i r K p n r t a H n n

( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

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

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

(See Footnote #1)
10 0  P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L

4 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

6 0 0  L A N D  &  S T R U C T U R E S

7 0 0  G R A N T S , C L A I M S , E T C .

T O T A L

F Y  82 F Y  83 F Y  84 F Y  85 F Y  86 F Y  87

160.5 243.8
25.2 28.0

270.0 270.0

5.0 . 2.0

460.7 543.8

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

(See Footnote 112)
G E N E R A L  F U N D

F E D E R A L  F U N D S

O T H E R  ( S p e c i f y  S o u r c e )

4 6 0 . 7 5 4 3 . 8

P O S I T I O N S

F U L L  T I M E

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (Se e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

ASSUMPTIONS/EXPENDITURE BREAKDOWNS:
A)* All cost estimates are in FY 82 dollars.
B) Expenditures will not commence prior to FY 83. The Act carries an outdated 

effective date.
C) FY 83 and 84 estimates cover only initial organizational structuring and 

expenses through the transfer negotiation stages.
D) 100 Personal Services: FY 83

Position Range Salary Overhead (27%) Total
President (Dir. level) 26 $59,225 $15,985 $75,210
Executive Secretary 10 $21,505 $ 5,750 $27,255
Planner V 21 $45,770 $12,305 $58,075

$160,540

IV. d a t e  1/18/82__________________ p r e p a r e d  b y  Mark S. Hickey
A G E N C Y  DQT/PF - S.E. Planning and Programming

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  364-4332______________
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  (Rev. 1 2 / 8 1 )
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FISCAL NOTE: SB 212 An Act establishing the Alaska Railroad Authority

PAGE TWO

100 Personal Services (cont.): FY 84

Position Ranqe Salary Overhead (27%) Total
President (Dir. Level) 26 $62,215 $16,790 $ 79,005
Executive Secretary 10 $23,345 $ 6,325 $ 29,670
Planner V 21 $49,680 $13,455 $ 63,135
Planner III 17 $37,145 $10,005 $ 47,150
Clerk Typist II 07 $19,550 $ 5,290 $ 24,840

$243,800

(These positions reflect the authority noted in the legislation allowing 
the President to employ additional staff as necessary. The staff growth 
in FY 84 is based on the assumption of increased duties following organiza­
tional structuring in the FY 83 year.)

E) 200 Travel: FY 83

Quarterly meeting of the board of directors, with an assumption of 
additional attendance by the President (average attendance = 8):

Round-trip air fare 0 $350 x 8 = $2,800

Two days per diem 0 $80 per day x 8 = $1,280

Incidental meeting expenses = $130

Total per meeting = $4,210 x 4 meetings = $16,840

Additional travel requirements of board and staff (including D.C.
trips for negotiations):

12 trips per year 0 $700 air fare and per diem = $8,400

FY 83 Total = $25,240

FY 84 travel budget reflects a small increase due to additional staff 
and greater duties: $28,000

F) 300 Contractual: FY 83 and 84

Office Space Rental: 1,000 net square feet 0 $20 annual nsf cost = $20,000

Bond counsel and consultant requirements: $250,000 Total: $270,000 per year

(These latter contractual requirements reflect the authority noted in the 
legislation and are based on the assumption of needed expertise to 
establish the appropriate bonding authorities and the organizational 
format of this public corporation.)

G) 500 Equipment: Minor expenditures for the necessary business machines
are indicated under this category.
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FOOTNOTES:

1. No actual estimates are provided for subsequent fiscal years because 
of the difficulty in predicting levels of responsibility beyond initial 
organizational structuring and potential expenses through the transfer 
negotiation stages. In that Sec. 42.40.120 specifically requires the 
authority to provide for the operation of the Alaska Railroad following 
transfer, there exists the real possibility of the State incurring 
significant liabilities for the ongoing operation of the railroad. 
Although rough estimates could be provided of these potential costs, 
there exists a structural limitation under this piece of legislation
as drafted, since Sec. 42.40.230 clearly states that neither the 
credit nor the taxing powers of „he State or its political subdivisions 
may be pledged by the authority, and that the State and its political 
subdivisions will not be liable for the debts incurred by the authority.

2. The legislation does not address a specific source of funding for the 
establishment of this public corporation. Consequently, the first two 
years of funding are depicted under the General Fund category. Although 
no funding is shown under the Federal Fund category, there are both 
planning and operational assistance grants available from the Federal 
Railroad Administration, U.S. Department of Transportation, to aid 
local rail operations. DOT/PF is currently the receipient of rail 
planning funds, which represents the major source of funds of DOT/PF's 
rail studies. However, while it is apparent that if this public 
corporation is formed, it will become the administrator of these funds, 
it is doubtful that the State of Alaska would be allowed to use these 
funds other than for technical rail planning. As a result, these funds 
are not depicted as a source of funding for the contractual require­
ments noted above.
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SECTION-BY-SECTION EXPLANATION TO ** DRAFT

A R T I C L E  1. FINDINGS

Sec. 42.40.100. FINDINGS. The individual findings are self- 

explanatory. Each was included for a specific purpose. In addi­

tion to describing the factual and policy setting in which the 

transfer of the railroad to the state is occurring, findings are 

necessary to establish the legislature's expectations with 

respect to the authority. Some findings are required by the 

state Constitution and others will strengthen the ability of the 

authority to secure tax-exempt financing.

ARTICLE 2. CREATION AND ORGANIZATION.

Sec. 42.40.200. ESTABLISHMENT OF AUTHORITY. The Alaska 

Railroad Authority is established in this section. Its existence 

commences on the appointment by the governor of all of the mem­

bers of its board of commissioners.

Sec. 42.40.205. LIMITATION OF LIABILITY. That all the 

authority's liabilities are exclusively its own and not the 

state's is clearly stated in this section.

Sec. 42.4C.210. BOARD OF COMMISSIONERS. Self-explanatory.

Sec. 42.40.2x5. APPOINTMENT AND COMPOSITION OF BOARD. 

Subsection (a) provides that the board consists of the 

Commissioner of Transportation and Public Facilities and six 

"public" members, who may not be state officers or employees.
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The authority's chief executive officer and an authority 

employee, appointed by the Governor, representing the unions on 

the property are ex officio, non-voting members. A general 

qualification standard is provided in order to encourage the 

appointment of persons who can make substantive contributions to 

the council. One member is to be or have been an executive of a 

non-connecting railroad, if legally permissible. At least four 

public members must come from areas served by the railroad.

Subsection (b) provides that the governor exercises his power 

of appointment only upon enactment of state legislation accepting 

the closing report prepared under the federal transfer legisla­

tion. The closing report is to include a specific accounting of 

the assets and liabilities being transferred. The legislature 

may not condition its acceptance of the report on its modifica­

tion but may only accept or reject it.

Subsection (c) provides for confirmation of board members by 

the legislature but also provides that appointed members have 

full powers and responsibilities until rejected.

Subsections (d), (e), and (f) relate to the election of board 

officers and the removal of board members for specific reasons.

Sec. 42.40.220. TERM OF OFFICE; VACANCIES. Other than ini­

tial board members who serve staggered terms to ensure long-term 

continuity, board members will serve five year terms, as provided 

in this section. The section also provides for the appointment, 

subject to confirmation, of replacement members to fill unexpired

- 2 -



terms and the preservation of the authority of a board quorum in 

the event of a vacancy. A member whose term has expired serves 

until his successor has been appointed.

Sec. 42.40.225. COMPENSATION AND EXPENSES. Compensation in 

the amount of $300 per day for public board members is provided 

in this section. The board is responsible for determining, in 

its rules, how partial work days will be compensated. Members 

also are entitled to per diem and travel expenses.

Sec. 42.40.230. QUORUM AND NOTICE OF MEETINGS. A quorum of 

four voting members is established by this section, in addition 

to the notice requirements of state law, this section provides 

that notice of meetings must be given to board members, certain 

state officials, two newspapers of statewide circulation and, 

upon request, members of the general public.

Sec. 42.40.240. VOTING. This section provides that the 

board rules will prescribe the manner of voting and any represen 

tation of absent members.

Sec. 42.40.250. EXECUTIVE OFFICIALS. This section provides 

for appointment of authority officials and personnel. The board 

itself appoints and fixes compensation for a chief executive 

officer and legal counsel. Appointment of legal counsel is sub­

ject to the approval of the Governor for competence. The chief 

executive officer, subject to board approval, names the other 

executive officials. These officials, designated in the defini­

tions, all serve at the pleasure of the board. The chief



executive o f f i c e r  app oints all other personnel. No executive 

official, e x c e p t  as may be tempor a r i l y  required by the federal 

transfer legislation, m a y  r e ceiv e more c o m pensa tion than state 

d e p a r t m e n t a l  com missioners.

Sec. 42.40.2(50. DELEGATION. This section provides that the 

daily affairs and operations of the railroad are the respon­

sibility of the chief executive officer. The board is required 

to delegate to the chief executive officer certain matters such 

as leasing, specific rate-setting, routine changes in service 

levels and procurement. General or particular board authoriza­

tion or concurrence is required for other enumerated activities.

ARTICLE 3. ADMINISTRATIVE PROVISIONS

Sec. 42.40.300. CONFLICTS OF INTEREST. This section prohi­

bits a board member or employee from participating in a decision 

in which he, or a member of his immediate family, has a direct or 

indirect financial interest. The board may authorize a member or 

employee to participate when the financial interest is only a 

remote one, as defined in subsection (b). Additionally, a board 

member or employee may participate where he will not be affected 

in a manner different from the public generally. Subsection (d) 

voids board action where a vote in violation of Sec. 42.40.300 

was necessary to make up the majority. Otherwise, the board may 

ratify action taken after a separate vote without participation 

by the interested person. An intentional violation of Sec.



42.40.300 or A.S. 39.50 results in the forfeit of the member's or 

employee's office.

Subsection (e) extends A.S. 39.50, requiring the submission 

of financial disclosure statements and compliance with conflict 

of interest standards, to the executive employees and board m e m­

bers. The board is also required in subsection (f) to adopt 

within 120 days of the first meeting rules implementing the 

conflict of interest section.

Sec. 42.40.310. PUBLIC BOARD MEETINGS. This section 

requires that board meetings be public and that executive 

sessions be used only when permitted by the state open meetings 

statute, A.S. 44.62.310, or when the matters under discussion 

pertain to land acquisition or disposal or proprietary infor­

mation .

Sec. 42.40.320. MINUTES OF MEETINGS. This section requires 

the board to keep minutes of its meetings and to send certified 

copies of the minutes covering the public portion of each meeting 

to the governor and to the leadership of the legislature.

Sec. 42.40.330. ADMINISTRATIVE PROCEDURE. This section pro­

vides that the state's Administrative Procedure Act does not 

apply to the authority, with the exception that the Open Meeting 

Act applies to the authority's meetings. The authority is 

required to make its rules and regulations available to the 

public. The legislature may, by appropriate action, annul or 

temporarily suspend an authority regulation.
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Subsection (b) requires the authority to provide advance 

notice and opportunity for the public to comment on regulations 

that are likely to have a substantial impact on the public. 

Emergency regulations may be adopted, but may remain in effect 

for only 120 days. Subsection (c) requires that certain types of 

rules and regulations be submitted to the attorney general for 

review and approval. Subsection (d) exempts from the rulemaking 

procedures four designated classes of regulations. Subsection

(e) provides that the authority shall be considered an agency of 

the state for purposes of judicial review of the authority's 

actions.

Sec. 42.40.335. PRE-EXISTING RULES, REGULATIONS AND ORDERS 

OF THE ALASKA RAILROAD. This section allows the authority board 

to continue in effect the Alaska Railroad's existing rules, regu­

lations and orders for a period not to exceed two years.

Sec. 42.40.340. PENALTY FOR VIOLATION OF DESIG N A T E D  

REGULATION. This section makes a violation (other than by an 

au t h ority official or employee within the scope of his 

employment) of any of the a ut hority's regulations designated as 

ne c e s s a r y  to p r otect  life, health, or prope rty a misdem e a n o r  

punish a b l e  by a $1,000 fine and/or six months imprisonment.

Sec. 42.40.345. PUBLIC DISCLOSURE OF INFORMATION. This sec­

tion requires that information in the possession of the authority 

is public unless the authority, by rule or regulation, withholds



such information by designating it to be of a nonpublic or privi­

leged nature. A procedure is also established whereby indivi­

duals may object to public disclosure of information in the 

possession of the authority, and such information may be withheld 

if the public interest is not adversely affected.

ARTICLE 4. POWERS AND DUTIES

Sec. 42.40.400. GENERAL POWERS. This section delineates the 

numerous powers the authority needs in order to effectively 

manage and operate the Alaska Railroad. The list is intended to 

be nonexclusive but each of the enumerated powers appears for a 

specific reason. Most are obviously required by the authority to 

enable it to operate and manage the railroad. Others strengthen 

the authority's ability to engage in tax-exempt financing.

Others will enable the authority to satisfy reasonably fore­

seeable requirements of the federal transfer legislation and 

still others anticipate the role the railroad will play in the 

future economic development of the state.

Sec. 42.40.410. ANNUAL REPORT. A report generally 

describing the operation and financial condition of the 

authority, certified by the board, is required by this section to 

be submitted to the governor and each member of the legislature 

by February 1 of each year.

Sec. 42.40.420. ANNUAL AUDIT. This section obligates the 

board to have the authority's financial records audited annually 

by an independent certified public accountant experienced in rail
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accounting. The audit, during the five years following transfer, 

is to include the status of the assets and liabilities identified 

in the closing report prepared under the federal transfer 

legislation. The financial records of the authority also are 

subject to audit and inspection by the governor's internal 

auditor and the legislative auditor. Access to these materials 

by these officials is unrestricted but disc' jure is limited.

Sec. 42..40.425. LONG-RANGE PROGRAM AND CAPITAL PLANNING.

This section obligates the authority to prepare long-range 

program and capital plans. The planning process is intended to 

ensure authority fidelity with the purposes of this chapter. The 

five-year, annually updated program plan required by paragraph 

(a)(1) is to provide information substantially consistent with 

that required of line agencies by the Executive Budget Act, 

although the format in which it is presented is to be developed 

by the authority, the legislative auditor and the division of 

budget and management. Three years after the preparation of the 

first program plan, the governor and legislative auditor may con­

duct a performance and efficiency audit of the authority's 

compliance with its plan. Paragraph (a)(2) provides for a com­

panion five-year capital improvement plan which also is to be 

annually updated. The information provided in this plan is to be 

consistent with that required in Sec. 42.40.700(b) for projects 

subject to state review.



S u b s e c t i o n  (c) r e q uires d i s t r i b u t i o n  of the annually updated 

p lans to state officials.

Sec. 42.40.430. USE OF AUTHORITY ASSETS. This section 

requires use of authority funds, property, assets and credit for 

activities authorized by this chapter. It also precludes the 

issuance of stock, loans to board members or employees, business 

for private benefit and other activities inappropriate for a 

public authority. Subsection (b) makes it clear that the 

authority is allowed to serve its employees or board members in 

the same manner it would others in the same general class, such 

as passengers or shippers, as long as no special privilege is 

accorded the employees or board members. It also expressly per­

mits the authority to indemnify and insure its employees, agents 

and board members.

ARTICLE 5. RAIL PROPERTIES 

Sec. 42.40.500. RAIL P R O P E R T Y .  Sec. 42.40.500 provides 

that the authority will receive and own the properties of the 

Alaska Railroad transferred undsr the federal legislation. These 

properties, as defined by A.S. 42.40.900(10), include both real 

and personal property of the railroad. Like state lands, the 

authc ity's lands are protected from adverse possession by 

A.S. 38.95.010. Subsection (a) also provides that the 

authority's lands may not be disposed of without compliance with 

the specific procedures contained in Chapter 40.



Subsection (b) requires the authority to convey the subsur­

face estate of the lands it receives to the state within 120 days

after transfer. The authority may reserve the right to use sand, 

gravel and other materials on the lands conveyed to the state.

Its retained interest includes the right to tunnel and otherwise 

use the subsurface as necessary for transportation and related 

purposes.

Under subsection (c), the authority is given the power to 

litigate and settle any claims arising out of the transfer pro­

cess, rncluding claims for breach of warranty by the United 

States. Under subsection (d), the authority may submit applica­

tions for interests in federal lands, such as rights-of-way, and 

receive conveyances of those interests. Additionally, the 

authority is authorized by subsection (e) to acquire state and 

federal surplus property under existing law.

Subsection (f) requires the authority to give public notice

of the disposal of interests in land, other than leases, ease­

ments, and land-use permits.

Sec. 42.40.510. CLASSIFICATION, ACQUISITION AND USE OF STATE 

LANDS FOR RAILROAD PURPOSES. Sec. 42.40.510 provides a mechanism 

allowing the authority to acquire state lands for railroad pur­

poses with the concurrence of the Commissioner of Natural 

Resources. Such acquisition would be necessary in the event of 

an expansion which involves use of state lands for new routes.

The acquisition procedure is initiated by a resolution of the
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authority's council identifying specific lands for rail purposes. 

Within 180 days after receiving the resolution, the Commissioner 

of Natural Resources is required to either permanently classify 

and convey the surface estate of the requested lands for railroad 

purposes or to deny the classification as not in the best 

interest of the state. Conveyances under this section include 

sand, gravel and other construction materials useful for railroad 

purposes.

Subsection (c) also allows the authority and the Commissioner 

to engage in joint management of railroad lands, to agree to con­

ditions for the classification of state lands as railroad lands, 

and to periodically review both state and railroad lands to 

determine their suitability for railroad purposes. The authority 

may reconvey to the state lands which it no longer needs.

Subsection (d) elaborates on the nature of the authority's 

retained interest.

Subsection (e) provides an emergency procedure for relocation 

of right-of-way and related fixtures to state lands where such 

relocation is necessary to maintain safe and adequate rail opera­

tions. Within 45 days after relocation, the authority must 

request classification and conveyance of the state lands under 

the normal procedure.

Sec. 42.40.515. DEVELOPMENT OF OIL, GAS, MINERALS AMD 

GEOTHERMAL RESOURCES ON AUTHORITY LANDS. The Department of 

Natural Resources may lease or develop resources on authority
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lands only after a review procedure involving both the Department 

of Natural Resources and the authority has been completed. The 

review procedure requires an agreement as to suitable reim­

bursement for any costs incurred by the authority as a result of 

the development. The authority's approval of the development 

must be evidenced by a written authorization. Additionally, sub­

section (b) requires the department of natural resources to 

require a surety bond from any party other than the state engaged

in resource development on railroad lands.

Subsection (c) requires the Department of Natural Resources 

to maintain records and annually report to the legislature con­

cerning the income received from the subsurface of railroad lands 

and the value of all subsurface conveyed by the authority to the 

state.

Subsection (d) establishes the Alaska Railroad Income Fund in 

tne State Treasury for income received by the state from lands in 

which the authority has an interest. The fund is subject to 

appropriation by the Legislature.

Sec. 42.40.520. LAND USE REGULATION. This section authori­

zes the authority to promote the common health, safety, and 

welfare of the public by adopting regulations governing land use 

by private parties having interests, such as leases or permits,

in lands owned or managed by the authority.

Sec. 42.40.530. EMINENT DOMAIN AND ACQUISITION OF PROPERTY 

AND MATERIALS. This section confers eminent domain power on the
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authority under the state's general eminent domain statute. When 

the authority acquires a fee simple interest, which may be 

necessary to ensure control of activities on the surface estate, 

the authority must reconvey the subsurface to the state. The 

authority is exempted from the requirements of A.S. 09.55 that 

fences and cattle guards be built in cases where land is con­

demned for railroad purposes.

Subsection (d) authorizes the authority to acquire land by 

filing a declaration of taking.

Subsection (e) clarifies that the authority may exercise emi­

nent domain to obtain materials as well as the land and access 

necessary to develop them. The authority is also authorized by 

subsection (f) to vacate land, or any part of it, and reconvey 

title to the state, if compensation was paid for it.

ARTICLE 6. FINANCIAL PROVISIONS

Sec. 42.40.600. BONDS AND NOTES. This section authorizes 

the authority, by resolution of the board, to issue bonds and 

bond anticipation notes to provide money to carry out its pur­

poses. The section vests broad discretion in the board in the 

exercise of this authority. Other than specific limitations pro­

vided in this section such as a maximum term of 50 years for 

instruments and the requirement that bond or note proceeds be 

dedicated to activities specifically related to the purposes for 

which the instruments are issued, it is intended that the board 

have the maximum flexibility legally permissible in financing its
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activities. The 18 covenants and powers delineated in subsection 

(g) are not intended to be exclusive. Paragraph (19) is a 

general grant of authority to the board to exercise such other 

powers and make such other covenants, notwithstanding their 

omission from the specific list, as may be necessary, convenient 

and desirable.

Sec. 42.40.610. INDEPENDENT FINANCIAL ADVISOR. The board is 

required by this section to retain a financial advisor indepen­

dent of the underwriter in negotiating the private sale of bonds 

and notes.

Sec. 42.40.615. VALIDITY OF PLEDGE. This procedural section 

facilitates the pledge of assets or revenues to the payment of 

authority debt. It provides for automatic lien attachments; 

gives the liens priority against all parties with junior position 

regardless of notice; and allows the authority to sell assets 

subject to a pledge.

Sec. 42.40.620. REMEDIES. For the benefit of holders of 

authority securities, this section pro rides that remedies and 

rights available under the terms of such instruments are to be 

broadly enforceable.

Sec. 42.40.625. NEGOTIABLE INSTRUMENTS. Self-explanatory.

Sec. 42.40.630. BONDS AND NOTES ELIGIBLE FOR INVESTMENT.

This section authorizes public and private entities and indivi­

duals, including the state, and its other political subdivisions,
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i n s t i t u t i o n s  a n d  o t h e r s  s u b j e c t  t o  r e g u l a t i o n  b y  s t a t e  l a w  t o  

i n v e s t  in a u t h o r i t y  s e c u r i t i e s .

S e c .  4 2 . 4 0 . 6 3 5 .  R E F U N D I N G  B O N D S .  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  t o  r e f u n d  o u t s t a n d i n g  b o n d s  is a u t h o r i z e d  b y  t h i s  s e c t i o n .  

I n s o f a r  as m a y  b e  a p p r o p r i a t e ,  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  

a l s o  a p p l y  t o  r e f u n d i n g  b o n d s .  S u b s e c t i o n  (b) a u t h o r i z e s  i n v e s t­

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

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

o f  t h e  U n i t e d  S t a t e s ,  t h e  s t a t e  o r  o t h e r  e n t i t i e s  w i t h  c o m p a r a b l y  

r a t e d  c r e d i t .

S e c .  4 2 . 4 0 . 6 4 0 .  C R E D I T  O F  S T A T E  N O T  P L E D G E D ;  R E Q U I R E D  

D I S C L A I M E R .  T h i s  s e c t i o n  s t a t e s  t h a t  t h e  a u t h o r i t y ' s  s e c u r i t i e s  

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

r e v e n u e s  o r  a s s e t s  o f  t h e  a u t h o r i t y ,  w i t h o u t  r e c o u r s e  to the 

s t a t e  o r  i t s  o t h e r  p o l i t i c a l  s u b d i v i s i o n s .  It a l s o  r e q u i r e s  t h a t  

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

i t s  f a c e  to t h i s  e f f e c t .

S e c .  4 2 . 4 0 . 6 4 5 .  N O  P E R S O N A L  L I A B I L I T Y .  S e l f - e x p l a n a t o r y .

S e c .  4 2 . 4 0 . 6 5 0 .  R E V E N U E S .  T h i s  s e c t i o n  p r o v i d e s  f o r

a u t h o r i t y  r e t e n t i o n  a n d  m a n a g e m e n t  of its o w n  r e v e n u e s ,  w h i c h  do 

n o t  b e c o m e  p a r t  of t h e  s t a t e ' s  g e n e r a l  f u n d .

S e c .  4 2 . 4 0 . 6 5 5 .  I N S U R A N C E .  In a d d i t i o n  to r e q u i r i n g  the

a u t h o r i t y  t o  m a i n t a i n  a d e q u a t e  i n s u r a n c e ,  t h i s  s e c t i o n  r e q u i r e s  

t h a t  t h e  s t a t e  b e  n a m e d  as a n  a d d i t i o n a l  i n s u r e d .

S e c .  4 2 . 4 0 . 6 6 0 .  S A F E G U A R D I N G  O F  F U N D S .  S e l f - e x p l a n a t o r y .
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Sec. 4 2 . 4 0 . 6 7 0 .  R E V E R S I O N  O F  A S S E T S .  S e l f - e x p l a n a t o r y .

A R T I C L E  7. S T A T E  O V E R S I G H T  

S e c .  4 2 . 4 0 . 7 0 0 .  S T A T E  R E V I E W .  T h i s  s e c t i o n  r e q u i r e s  t h e  

a u t h o r i t y  to o b t a i n  t h e  a p p r o v a l  o f  a t  l e a s t  t h e  g o v e r n o r  and 

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

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

of t h e  l e g i s l a t j r e  t h a t  it p r o p o s e s  to u n d e r t a k e  a n y  o f  t h e  

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

p o s a l ,  s u s p e n d  it p e n d i n g  r e v i e w  b y  the l e g i s l a t u r e  o r  a p p r o v e  

it. A p p r o v a l  o r  d i s a p p r o v a l  a r e  f i n a l  a n d  d i s p o s i t i v e .  If the 

g o v e r n o r  s u s p e n d s  t h e  p r o p o s a l ,  he t r a n s m i t s  h i s  d e c i s i o n  and h i s  

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

r e j e c t  it. If e i t h e r  t h e  g o v e r n o r  o r  t h e  l e g i s l a t u r e  f a i l  to a c t  

w i t h i n  t h e  t i m e  p r o v i d e d ,  t h e  p r o p o s a l  is d e e m e d  a p p r o v e d  a n d  the 

a u t h o r i t y  m a y  p r o c e e d .

S u b s e c t i o n  (e), t h e  f o r e g o i n g  n o t w i t h s t a n d i n g ,  r e q u i r e s  s p e­

c i f i c  a u t h o r i z a t i o n  b y  t h e  l e g i s l a t u r e  b y  l a w  of a n y  p r o p o s e d  

e x t e n s i o n  r e p r e s e n t i n g  m o r e  t h a n  50 p e r c e n t  o f  t h e  r a i l r o a d ' s  

t o t a l  t r a c k  m i l e a g e  a n d  r e q u i r i n g  t h e  i s s u a n c e  o f  s e c u r i t i e s  in 

an a m o u n t  g r e a t e r  t h a n  $ 5 0  m i l l i o n .

S u b s e c t i o n  (f) p r o v i d e s  t h a t  t h i s  s e c t i o n  is s a t i s f i e d  if the 

a u t h o r i t y  h a s  b e e n  d i r e c t e d  to p r o c e e d  w i t h  a p r o j e c t  t h r o u g h  the 

S e c .  4 2 . 4 0 . 7 1 0  a c t i o n - f o r c i n g  m e c h a n i s m  o r  in t h e  e v e n t  t h e  

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

Sec. 4 2 . 4 0 . 6 6 5 . FIDELITY BOND. S e l f - e x p la n a to r y .
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S e c .  4 2 . 4 0 . 7 1 0 .  A C T I O N - F O R C I N G  M E C H A N I S M .  T h i s  s e c t i o n  

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

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

tu r e .  W i t h i n  3 0  d a y s  o f  r e c e i v i n g  s u c h  a r e q u e s t ,  t h e  a u t h o r i t y ,  

in w r i t i n g ,  m u s t  c o m m i t  to u n d e r t a k e  t h e  s u g g e s t e d  p r o p o s a l  or 

e x p l a i n  w h y  it w i l l  n o t  o r  is p r e c l u d e d  f r o m  d o i n g  so. A t  t h e  

r e q u e s t  o f  t h e  g o v e r n o r  or o n  its o w n  i n i t i a t i v e ,  t h e  l e g i s l a t u r e  

m a y  t h e n  d i r e c t  t h e  a u t h o r i t y  to p r o c e e d ,  its r e s p o n s e  n o t­

w i t h s t a n d i n g ,  if t h e  l e g i s l a t u r e  a l s o  p r o v i d e s  f u n d s  to p l a n  and 

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

S e c .  4 2 . 4 0 . 7 1 5 .  I N T E R V E N T I O N .  T h i s  s e c t i o n  p r o v i d e s  t h a t  

t h e  g o v e r n o r ,  w h e n  so a u t h o r i z e d  b y  t h e  l e g i s l a t u r e ,  m a y  i n t e r­

v e n e  in a n d  e x e r c i s e  c o n t r o l  of t h e  a u t h o r i t y  u n d e r  c e r t a i n  

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

g o v e r n o r  t o  c o r r e c t  t h e  d e f i c i e n c i e s  a n d  is to c e a s e  as s o o n  as 

t h e  n e c e s s a r y  c o r r e c t i o n s  h a v e  b e e n  m a d e .

S e c .  4 2 . 4 0 . 7 2 0 .  T R U S T E E S H I P .  T h i s  s e c t i o n  p r o v i d e s  t h a t  the 

l e g i s l a t u r e  m a y  a l s o  a u t h o r i z e  t h e  g o v e r n o r  to p e t i t i o n  t h e  S t a t e  

S u p e r i o r  C o u r t  at A n c h o r a g e  to i m p o s e  a t r u s t e e s h i p  o v e r  the 

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

m i s a p p l i c a t i o n  o f  r e s o u r c e s  o r  i m p a i r m e n t  of t h e  s t a t e ' s  c r e d i t­

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

p o w e r s  to c u r e  t h e  s i t u a t i o n .
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S e c .  4 2 . 4 0 . 8 0 0 .  P E R S O N N E L .  T h i s  s e c t i o n  p r o v i d e s  t h a t  the 

e m p l o y e e s  o f  t h e  a u t h o r i t y  a r e  n o t  e m p l o y e e s  o f  t h e  s t a t e .  It 

a l s o  p r o v i d e s  f o r  a p p l i c a t i o n  o f  t h e  s t a t e ' s  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  A c t  to t h e  a u t h o r i t y ' s  e m p l o y e e s .

S u b s e c t i o n  (c) d i r e c t s  t h e  a u t h o r i t y  to a d o p t  c o l l e c t i v e  

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

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

d i a t e l y  p r i o r  to t r a n s f e r .

S u b s e c t i o n  (d) p r e c l u d e s  o r g a n i z a t i o n  o f  t h e  a u t h o r i t y ' s  e x­

e c u t i v e  o f f i c i a l s .

Sec. 4 2 . 4 0 . 8 1 0 .  P O L I T I C A L  A C T I V I T I E S .  T h i s  s e c t i o n  p r e­

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

l e g i s l a t i v e  e f f o r t s .  N e v e r t h e l e s s ,  b o a r d  m e m b e r s  a n d  e m p l o y e e s  

a r e  a u t h o r i z e d  to p a r t i c i p a t e  in l e g i s l a t i v e  p r o c e e d i n g s  at all 

l e v e l s  of g o v e r n m e n t  in c o n n e c t i o n  w i t h  m a t t e r s  d i r e c t l y  

a f f e c t i n g  t h e  a u t h o r i t y .  V i o l a t i o n s  of t h i s  s e c t i o n  a r e  s u b j e c t  

to p e r s o n a l  f i n e s  up t o  $ 5 , 0 0 0  u n d e r  s u b s e c t i o n  (b).

Se c .  4 2 . 4 0 . 0 2 0 .  L I C E N S E S  A N D  P E R M I T S .  T h i s  s e c t i o n  p r o v i d e s  

t h a t  the a u t h o r i t y ,  t o  the s a m e  e x t e n t  a s  the s t a t e  a n d  e x c e p t  as 

o t h e r w i s e  p r o v i d e d  in t h i s  c h a p t e r ,  w i l l  c o m p l y  w i t h  l o c a l ,  s t a t e  

a n d  f e d e r a l  l i c e n s i n g  and p e r m i t t i n g  r e q u i r e m e n t s .

S e c .  4 2 . 4 0 . 8 3 0 .  U N A U T H O R I Z E D  R E P R E S E N T A T I O N .  S e l f -  

e x p l a n a t o r y  .

ARCTICLE 8. PERSONNEL AND GENERAL PROVISIONS
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S e c .  4 2 . 4 0 . 8 4 0 .  C L A I M S  A G A I N S T  T H E  A U T H O R I T Y .  S u b s e c t i o n

(a) of Se c .  4 2 . 4 0 . 8 4 0  r e q u i r e s  t h a t  a l l  l e g a l  c l a i m s  i n v o l v i n g  

t h e  a u t h o r i t y  b e  b r o u g h t  a g a i n s t  t h e  a u t h o r i t y  a n d  n o t  a g a i n s t  

t h e  S t a t e  o f  A l a s k a .  T h i s  r e q u i r e m e n t  r e a f f i r m s  t h a t  t h e  d e b t s  

o f  t h e  a u t h o r i t y  a r e  n o t  t h e  d e b t s  o f  the s t a t e .

S u b s e c t i o n  (b) e x t e n d s  c e r t a i n  r i g h t s ,  p r i v i l e g e s  a n d  i m m u n i­

t i e s  o f  t h e  s t a t e  a n d  s t a t e  o f f i c e r s  to t h e  a u t h o r i t y  a n d  its 

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

t h a t  l e g a l  a c t i o n s  g e n e r a l l y  b e  b r o u g h t  w i t h i n  s i x  y e a r s  

( A .S. 0 9 . 1 0 . 1 2 0 ) ,  i m m u n i t y  a g a i n s t  s u i t  f o r  a c t i o n s  t a k e n  w i t h  

d u e  c a r a  o r  in t h e  e x e r c i s e  o f  d i s c r e t i o n  (A.S. 0 9 . 5 0 . 2 5 0 ) ,  and 

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

r e q u i r e d  (A.S. 0 9 . 6 5 . 0 4 0 ) .

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

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

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

( A. S .  4 4 . 7 7 . 0 1 0  e t  s e q . )

S u b s e c t i o n  (d) c l a r i f i e s  t h a t  A.S. 4 4 . 8 0 . 0 1 0 ,  c o n c e r n i n g  the 

s t a t e ' s  s t a t u s  as a p a r t y  to a c t i o n s  a g a i n s t  d e p a r t m e n t s  and 

a g e n c i e s ,  d o e s  n o t  a p p l y  to t h e  a u t h o r i t y .  As a r e s u l t ,  t h e  

s t a t e  m a y  n o t  b e  n a m e d  in an a c t i o n  a g a i n s t  t h e  a u t h o r i t y  a n d  the 

D e p a r t m e n t  of L a w  is n o t  r e q u i r e d  to b r i n g  or d e f e n d  a c t i o n s  c o n­

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

S e c .  4 2 . 4 0 . 8 5 5 .  E X E M P T I O N  F R O M  T A X A T I O N .  T h i s  s e c t i o n  

e x e m p t s  t h e  a u t h o r i t y  f r o m  s t a t e  a n d  p o l i t i c a l  s u b d i v i s i o n
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t a x a t i o n .  S u b s e c t i o n  (c) p r o v i d e s  t h a t  a u t h o r i t y  p r o p e r t y  is 

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

a i d  to l o c a l  s c h o o l  d i s t r i c t s .

S e c .  4 2 . 4 0 . 8 7 0 .  P A Y M E N T S  I N  L I E U  O F  L O C A L  R E A L  P R O P E R T Y  

T A X A T I O N  A N D  I M P A C T  AI D .  T h i s  s e c t i o n  a u t h o r i z e s  t h e  a u t h o r i t y  

t o  p r o v i d e ,  in its d i s c r e t i o n  a n d  u n d e r  c e r t a i n  c i r c u m s t a n c e s ,  

p a r t i a l  p a y m e n t s  in l i e u  of l o c a l  r e a l  p r o p e r t y  t a x a t i o n  b y  c o m­

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

T h e  a u t h o r i t y  a l s o  is a l l o w e d  to p r o v i d e  d i s c r e t i o n a r y  i m p a c t  

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

r e q u i r e d  to b e  d e v e l o p e d  as a J e s u i t  of e x p a n d e d  a u t h o r i t y  a c t i v  

i t i e s  in s u c h  a r e a s .

A R T I C L E  9. M I S C E L L A N E O U S  P R O V I S I O N S  

S e c .  4 2 . 4 0 . 9 0 0 .  D E F I N I T I O N S .

(1) t h r o u g h  (6) S e l f - e x p l a n a t o r y .

(7) " I m m e d i a t e  f a m i l y "  is d e f i n e d  f o r  p u r p o s e s  of Sec. 

4 2 . 4 0 . 3 0 0  C O N F L I C T S  O F  I N T E R E S T .

(8) S e l f - e x p l a n a t o r y .

(9) " L e a d e r s h i p  of t h e  l e g i s l a t u r e "  is d e f i n e d  f o r  p u r  

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

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

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

f i l i n g s .

(10) S e l f - e x p l a n a t o r y .
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(11) " R e g u l a t i o n "  is d e f i n e d  to h a v e  t h e  s a m e  m e a n i n g  

a s  t h a t  t e r m  is d e f i n e d  u n d e r  t h e  S t a t e  A d m i n i s t r a t i v e  P r o c e d u r e  

A c t .

(12) " R u l e "  is d i s t i n g u i s h e d  f r o m  " r e g u l a t i o n "  a s  it 

r e l a t e s  to t h e  a u t h o r i t y ' s  i n t e r n a l  a f f a i r s  a n d  n o t  t o  a c t i v i t i e s  

a f f e c t i n g  t h e  p u b l i c  a t  l a r g e .

S e c .  4 2 . 4 0 . 9 1 0 .  S E V E R A B I L I T Y .  S e l f - e x p l a n a t o r y .

S e c .  4 2 . 4 0 . 9 2 0 .  C O N S T R U C T I O N .  S e l f - e x p l a n a t o r y .

S e c .  4 2 . 4 0 . 9 3 0 .  D A T E  O F  E F F E C T I V E N E S S .  T h i s  s e c t i o n  p r o ­

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

f e d e r a l  l e g i s l a t i o n  t r a n s f e r r i n g  t h e  A l a s k a  R a i l r o a d .

A R T I C L E  10. A P P L I C A T I O N  O F  O T H E R  L A W S

S e c .  4 2 . 4 0 . 1 0 1 0 .  C O N F L I C T I N G  L A W S  I N A P P L I C A B L E .  S e l f -  

e x p l a n a t o r y .

Sec. 4 2 . 4 0 . 1 0 2 0 .  R E P E A L ,  A M E N D M E N T ,  A N D  A P P L I C A T I O N  O F  

E X I S T I N G  S T A T U T E S .

(1) A . S .  T i t l e  19 d o e s  n o t  a p p l y  to t h e  a u t h o r i t y  —  s e t  

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

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

c o n s t r u c t i o n ,  p u b l i c  b i d s ,  e t c . ,  a r g u a b l y  a p p l y  to o t h e r  a c t i v i­

t i e s  o f  D O T / P F ,  to w h i c h  t h e  a u t h o r i t y  w i l l  b e  n o m i n a l l y  

a s s i g n e d .

(2) T h e  a u t h o r i t y  is c o n s i d e r e d  a " p o l i t i c a l  

s u b d i v i s i o n "  fo • p u r p o s e s  o f  A . S .  2 3 . 1 0 . 0 5 5  —  s t a t e  w a g e  a n d  

h o u r  s t a t u t e .
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(3) A . S .  2 3 . 1 0 . 4 2 0  d o e s  n o t  a p p l y  to t h e  

a u t h o r i t y  —  f u l l - c r e w  la w .

(4) A . S .  3 0 . 1 5  d o e s  n o t  a p p l y  t o  t h e  a u t h o r i t y  —  p r o c e ­

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

(5) A u t h o r i t y  a c t i v i t i e s  a r e  n o t  s u b j e c t  to A.,S. T i t l e  

35, w h i c h  d e a l s  g e n e r a l l y  w i t h  p u b l i c  w o r k s .  T h e  a u t h o r i t y  is 

e x e m p t  f r o m  p u b l i c  b i d d i n g  r e q u i r e m e n t s ,  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 u p e r v i s i o n  o f  c o n s t r u c t i o n ,  

p l a n n i n g  o f  p r o j e c t s ,  et c .

(6) T h e  f o l l o w i n g  p r o v i s i o n s  o f  A . S .  T i t l e  37 d o  n o t  

a p p l y  t o  t h e  a u t h o r i t y ' s  o p e r a t i o n s  a n d  b u d g e t i n g  p r o c e d u r e s :

(a) A . S .  3 7 . 0 5  —  t h e  F i s c a l  P r o c e d u r e s  A c t  

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

r e l a t e d  f i n a n c i a l  p r o v i s i o n s  f o r  a l l  " s t a t e  a g e n c i e s "  and 

r e q u i r e s  s t a t e  a g e n c i e s  t o  s u b m i t  r e p o r t s ,  d o c u m e n t s ,  and s t a t e­

m e n t s  to t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  f o r  a c c o u n t i n g  p u r­

p o s e s ,  r e q u i r e s  f e d e r a l  f u n d s  r e c e i v e d  b y  s t a t e  a g e n c i e s  to b e

d e p o s i t e d  in t h e  s t a t e  t r e a s u r y ,  m a k e s  t h e  D e p a r t m e n t  of 

A d m i n i s t r a t i o n  r e s p o n s i b l e  f o r  all a c c o u n t s  a n d  p u r c h a s e s  of 

s t a t e  a g e n c i e s ,  r e q u i r e s  c o m p e t i t i v e  b i d d i n g  p r o c e d u r e s ,  a n d  

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

(b) A . S .  3 7 . 0 7  —  E x e c u t i v e  B u d g e t  Act;

(c) A . S .  3 7 . 1 0 . 0 1 0  - . 0 6 0  —  t h e s e  s e c t i o n s  m a k e  

t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  t h e  c u s t o d i a n  o f  s t a t e  f u n d s  and
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r e q u i r e  a l l  o f f i c e r s ,  b o a r d s ,  c o m m i s s i o n s ,  e t c . ,  to a c c o u n t  to 

t h e  D e p a r t m e n t  o f  R e v e n u e  f o r  a l l  m o n e y s  r e c e i v e d ;

(d) A . S .  3 7 . 1 0 . 0 8 5  —  p r o h i b i t s  a p o l i t i c a l  s u b­

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

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

c o r p o r a t i o n ;

(e) A . S .  3 7 . 2 0  —  a u t h o r i z e s  t h e  g o v e r n o r  to 

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

s o  t r a n s f e r r e d  s u b j e c t  to t h e  j u r i s d i c t i o n  o f  t h e  i n i t i a l  D e p a r t­

m e n t  of N a t u r a l  R e s o u r c e s ;  a n d

(f) A . S .  3 7 . 2 5  —  d e t e r m i n e s  w h i c h  u n e x p e c t e d  

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

(7) T h e  a u t h o r i t y  is n o t  s u b j e c t  to t h e  j u r i s d i c t i o n  of 

t h e  A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n .

(8) A . S .  3 9 . 5 0 . 2 0 0 ( b )  is a m e n d e d  to i n c l u d e  the 

a u t h o r i t y .

(9) P r o v i d e s  s u b s e q u e n t l y  e n a c t e d  s t a t u t e s  s h a l l  n o t  

b e  i n t e r p r e t e d  t o  a p p l y  to the a u t h o r i t y  u n l e s s  t h e y  d o  so 

s p e c i f i c a l l y  b y  t h e i r  t e r m s .



PLEA SE NOTE: T H E  PRECEDING PAGES HERE TREATED 
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FISCAL NOTE; SB 212 An Act es tab lish ing the Alaska Railroad A u th o r ity

PAGE TWO

100 Personal Serv ices ( c o n t . ): FY 83

Pos it ion Range Salary Overhead [21%\ Tota l
President (Dir. Level) 26 $54,100 ■ $14,600 $68,700
Executive Secretary 10 $20,300 $5,500 $25,800
Planner V 21 $43,200 $11,700 $54,900
Planner I I I 17 $32,300 $8,700 $41,000
Clerk Typ is t  I I 07 $17,000 $4,600 $21,600

$212,000

(These pos i t ions  r e f l e c t  the au tho r i t y  noted in  the l e g i s l a t i o n  a l low ing  the 
President to employ a dd i t io n a l  s t a f f  as necessary. The s ta f f  growth i n  FY 83 
is  based on the assumption of increased dut ies fo l low ing o rgan iz a t io na l  s t ruc ­
tu r ing in  the FY 82 year .)

E) 200 Trave l: FY 82

Quarter ly  meeting of the board of d i r e c to rs ,  with an assumption of a dd i t io n ­
al attendance by the Pres ident (average attendance =8):

Round-trip a i r  fare @ $300 x 8 = S2.400

Two days per diem 0 $67 per day x 8 = $1,100

Inc iden ta l  meeting expenses = $100

Total per meeting = $3,600 x 4 meetings = $14,400

Add it iona l  t rave l  requirements of board and s ta f f  ( in c lud ing  D.C. t r i p s  for
n ego t ia t io ns ) :

12 t r ip s  per year 0 $600 a i r  fare and per diem = $7,200

FY 82 Total = $21,600

FY 83 trave l  budget r e f l e c t s  a small increase due to a dd i t io n a l  s t a f f  
and greater dut ies: $24,000

F) 300 Contractua l: FY 82 and 83

O f f i c e  Space Rental : 1,000 net square feet @ $18 annual ns f cost = $18,000

Bond counsel and consu l tan t  requirements: $200,000 Tota l :  $218,000 per year

(These l a t t e r  contractua l  requirements r e f l e c t  the au tho r i t y  noted i n  the 
l e g i s l a t i o n  and are based on the assumption of needed exper t is e  to e s t a b l i s h  
the appropr iate bonding a u th o r i t i e s  and the o rgan iza t iona l  format of t h i s  
p ub l i c  c o r p o r a t i o n . )
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G) 500 Equipment: Minor expenditures for the necessary business machines
are ind ica ted  under t h i s  category.

FOOTNOTES:

1 No attempt has been made to in c lude  cost estimates w ith respect to l i a b i l i t i e s  
and ob l ig a t io n s  assoc iated with the t rans fer  of the r a i l r o a d  i t s e l f .  The FY 82 
and 83 f igu res  only cover o rgan iza t iona l  s t ruc tur ing  and t rans fe r  nego t ia t io n .  
However, in  tha t  Sect ion 3 (b) (2) s p e c i f i c a l l y  notes the au tho r i ty  may en ter  
i n t o  a transfer  agreement tha t  inc ludes the assumption o f  r ig h ts  and o b l i g a t i o n s  
o f  the Alaska Ra i l road , there are several major concerns which warrant a t t e n t io n  
p r i o r  to l e g i s l a t i o n  enactment. The fo l low ing  l i s t  b r i e f l y  h i g h l i g h t s  thesr 
items:

(a) a c q u is i t i o n  co s t s : t h i s  item cou ld p o t e n t i a l l y  range from the h igh 
estimate of $220 - $240 m i l l i o n ,  which r e f l e c t s  the r a i l r o a d ' s  cu r ren t  
va lue in  terms o f  actua l Federal do l la rs  invested ,  to the in f e r r ed  
asking p r ic e  of one d o l l a r ;

(b) deferred maintenance co s t s : current estimates by the r a i l r o ad  and the 
Federal Ra i lroad Admin is tra t ion place t h i s  f igu re  somewhere between 
$60 to $70 m i l l i o n ,  which ra ises the associated quest ion of Federal 
replacement r e s p o n s i b i l i t i e s  to cover these expended assets;

(c) ongoing c a p i t a l  and operat ion (f r e ig h t  and passenger) cos ts: t h i s  i tem, 
which var ies  g rea t ly  depending on current t r a f f i c  volume and the r e l a t i v e  
hea lth  of the Alaskan economy, could e a s i l y  become a s i g n i f i c a n t  ongoing 
l i a b i l i t y  to the State or merely a sporadic or even nonex is ten t r e q u i r e ­
ment; (Note: Attached are four f i n a n c ia l  statements from the Alaska R a i l ­
road's FY 80 Annual Report to provide some current data on t h i s  p o in t . )

(d) personnel l i a b i l i t i e s : t h i s  concern, which w ithout more s p e c i f i c  data 
i s  imposs ib le to estimate other than to say i t  cou ld wel l range in to
the hundreds of m i l l i o n s  of d o l l a r s ,  inc ludes not on ly  e x i s t in g  re t i rement 
and bene f i t  r e s p o n s i b i l i t i e s ,  but a lso the assumption of con t ra c tua l  
o b l ig a t io n s  under current c o l l e c t i v e  bargain ing agreements w ith respect 
to such items as pay sca les , employee l e v e l s ,  and senor i ty  requirements.

(e) land status u n c e r ta in t y : t h i s  issue invo lves  both the general quest ion
of status o f a l l  r a i l r o a d  property under the t rans fer  scenar io , and the 
s p e c i f i c  concern of outstanding land c la ims ,  p a r t i c u l a r l y  under ANSCA, 
aga inst Alaska Ra i l road property;

(f) pending l i t i g a t i o n : the ma jo r i ty  of these items in vo lv e  the lands ques t ion ,  
however, a l l  pending lega l  l i a b i l i t i e s  should be eva luated; and

(g) tax and commerce c o ns id e ra t io n s : eva lua t ion  should be g iven to a l l  p o t e n t i a l  
advantages and d isadvanta jes w ith respect to these items i n  the con tex t  o f 
removing Federal ownership of the Alaska Ra i lroad.
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2 No actual estimates are provided for subsequent f i s c a l  years because of the 
d i f f i c u l t y  in  p r e d i c t i n g  l e v e ls  of r e s p o n s i b i l i t y  beyond i n i t i a l  o rgan iza ­
t i o n a l  s t ruc tu r ing  and po ten t ia l  expenses through the t r a n s f e r  n ego t i ­
a t ion  stages. In tha t  Sec. 42.40.120 s p e c i f i c a l l y  r equ i r e s  the au th o r i t y  
to prov ide for the operat ion of the Alaska Ra i l road f o l l o w in g  t r a ns fe r ,  
there ex is ts  the rea l  p o s s i b i l i t y  of the State in c u r r i n g  s i g n i f i c a n t  
l i a b i l i t i e s  fo r  the ongoing operat ion of the ra i l r o ad .  Although 
rough estimates cou ld  be provided of these po ten t ia l  c o s t s ,  there 
ex i s t s  a s t ruc tu ra l  l im i t a t i o n  under t h i s  p iece of l e g i s l a t i o n  as dra f ted , 
s ince Sec. 42.40. 230 c l e a r l y  states tha t  n e i th e r  the c r e d i t  nor the tax ing 
powers o f the State or i t s  p o l i t i c a l  subd iv is ions  may be p ledged by the 
au tho r i t y ,  and tha t  the State and i t s  p o l i t i c a l  s u b d i v i s io n s  w i l l  not be
l i a b l e  for the debts incurred by the au thor i ty .

S. The l e g i s l a t i o n  does not address a s p e c i f i c  source o f  fund ing  for the 
estab l ishment o f t h i s  pub l i c  corporat ion . Consequently , t h e  f i r s t  two 
years of funding are dep ic ted under the General Fund category . Although
no funding i s  shown under the Federal Fund category, the re  are both p lann ing
and operat iona l ass is tance grants a v a i l a b le  from the Federa l Ra i l road  
Adm in is tra t ion ,  U.S. Department of Transporta t ion ,  to a id  l o c a l  r a i l  
operat ions. DOT/PF i s  cu r re n t ly  the r e c e ip ie n t  of r a i l  p lann in g  funds, 
which represents the major source o f funds of DOT/PF's r a i l  s tud ies .
However, wh i le i t  i s  apparent that i f  t h i s  p ub l i c  co rpo ra t ion  i s  formed, 
i t  w i l l  become the adm in is tra tor  of these funds, i t  i s  doub t fu l  tha t  the 
State o f  Alaska would be al lowed to use these funds other than for 
te chn ica l  r a i l  p lann ing . As a r e s u l t ,  these funds are not dep ic ted as 
a source of fund ing for the contractua l requirements noted above.
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Tic following four financial statements (Tables VIIJ. through XI) describe 
the financial situation of The Alaska Railroad.

TABLE VIII : STATEMENT OF INCOME 
FISCAL YEARS 1979-80 
(Thousand dollars)

CATEGORY 19S0 1979

Operating Revenues (Note 3): 
Freight 
Passenger 
Other (Note 17)

$21,664
1,549
3,524

$26,737

$18,158
1,564
3,378

$23,100

Operating Expenses (1) (Note 4): 
Maintenance of Way & Structures 
Maintenance of Equipment 
Transportat ion 

Traffic Management 
Inc idental
General and Administration (Note

(Note 5) 

6)

$ 5,10!) 
9,118 

13,14ii 

530 
2,456 
4,021

$ 5,235 
7,845 

11', 821 
470 

1,937 
3,977

Income (Loss) from Operations
$34,380
(7,643)

$31,285 
(8,185)

Non-operating Properties (Note 18): 
Income
Less Expense (1)

2,155
344

2,081
204

Net 1,811 1,877

Net Gain (Loss) $(5,832) $(6,308)

(1) Depreciation included in Expenses (Note 8) $ 3,526 $ 3,219

Operating Ratio including depreciation 128.59Z 135.43%

Operating Ratio excluding depreciation 115.40% 121.50%

Notes follow Table XI

11;
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TABLE IX : BALANCE SHEET 
SEPTEMBER 1979-80 
(Thousand dollars)

CATEGORY 1980 1979

Assets:

Current Assets:
Cash (Note 9) $ 3,638 $ 5,225
Trust and Deposit Funds (Note 10) 83 63
Accounts Receivable 8,364 6,791
Materials and Supplies (Note 11) 5,426 6,339
Prepaid Expenses , • • • 83

$17,511 $18,501
Properties:

Land (Note 12) 265 •618 *
Buildings 12,361 12,389
Roadway Structures & Facilities 111,689 110,689
Equipment 44,031 41,330
Non-operating Property — 2,997 3,932

Total Properties - 171,343 168,958
Less Accumulated Depreciation: 51,529 49,587

Properties - Net 119,813 119,371
Additions and Betterments in Progress (Note 13) 14,277 11,759

134,090 131,130
Other Assets and Deferred Charges 2,176 1,748

Total Assets 153,777 $151,379

Liabilities & Proprietary Interest of the U.S.
Government:

Current Liabilities:
Accounts Payable $ 2,772 $ 1,615
Accrued Payrolls Payable 1,603 1,325
Trust and Deposit Funds (Note 10) 83 63

$ 4,45b' $ 3,003

Provision for Employees Annual Leave (Note 14) (2)
Other Liabilities and Unadjusted Credits 1,922 936
Total Liabilities 6,380 3,937

Proprietary Interest (Note 15): .

Net Investment 174,082 167,603

Retained Earnings from July 1, 1954 (20,161) ‘(13,534)

Current Year Operating Results (5,832) (6,308)

Extraordinary Items (Note 7) (692) (319)

Total Proprietary Interest (Note 15) 147,397• 147,442

Total Liabilities and Proprietary Interest $153,777 $151,379

No t e s  f ollow Ta b l e  XI

16



TABLE X: STATEMENT OF CHANGES IN FINANCIAL POSITION 
FISCAL YEARS 1979-80 
(Thousand dollars)

FUNDS 1980 1979

Funds Were Provided by:
Revenues and Other Receipts 
Appropriations from Congress (Note 16)

Total Funds Provided

Funds Were Used for:
Labor .
Other
Capital Improvements & Replacements

Total Funds Used 

Increase (Decrease) in Government Equity

Other Increase (Decreases):
Undelivered Orders 
Supplies and Materials 
Properties 

Other

To tal, Other 

Total Increase (Decrease) in Government Equity

Proprietary Interest: 
Beginning Balance 
Increase (Decrease)

$ 28,973 $ 25,290

35,473 34,590

21,360 22,138
7,832 5,445
6,893 8,181

36,085 3 5,-7 64
(613) (1,173)

(1,824) (705)
(996) (157)

2,960 4,711
428 5

56b 3,854
$ (45) $ 2,681

$147,442 $144,761
(45) 2,681

Ending Balance (Note 15) 
Notes follow Table XI

$14 7 , 39 7  $147 , 442



TABLE XI: FIVE-YEAR CONDENSED SUMMARY OF OPERATIONS 
1 FISCAL YEARS 1976 - 1980 

(Thousand dollars)

CATEGORY 1980 1979 1978 1977 TQ
(Note 2)

1976

JUNE

Operating Revenues $ 26,737 $ 23,100 $ 27,400 $ 33,376 $ 9,737 $ 52,51
Operating Expenses 34,380 31,285 33,301 35,703 11,127 49,38

Income from Operations 
Non-operating Properties 

(Note 18):

(7,643) . (8,185) (5,861) (2,327) (1,390) 3,13(

Income . 2,155 2,081 1,651 1,646 314 1,161
Expense 344 204 213 255 35 19:

Non-operating Gain (Loss) 1,811 1,877 ) ,438 1,391 279 97(
Net Gain or Loss 

Less Extraordinary
$ (5,832) $ (6,308) $(4,423) $ (936) $(1,111)

«
$ 4 , 10C

Items (Note 7) (692) (319) (654) (833) (919) (1,057
Annual Retained Earnings $ (6,524) $ (6,627) $(5,077) $ (1,769) $(2,030) ? 3,04:

Operating Ratio
Including Depreciation 

Working Ratio

128.59% 135.43% 121.53% 106.97% 114.30% 94.04

Excluding Depreciation 115.40% 121.50% 109.91% 1 97.62% 107.02% 89.23





TC3I ILIi©B©ILATrOBBBl
LEGISLATIVE AFFAIRS AGENCY
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SUBJECT: SB 219 — Surface  T r a n s p o r t a t i o n  P r o j e c t s

TO: v

P O U C H  V  . S T A T E  :

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

907A f i5 -3E :

ounsejr
FROM: John B. Chenowel

L e g i s l a t i v e  Co;

t s

The g e n e s i s  o i  t h i s  b i l l  i s  t h e  l i m i t a t i o n  o f  A r t i c l e  I I ,  
s e c t i o n  13 of t h e  s t a t e  c o n s t i t u t i o n  by which " b i l l s  f o r  
a p p r o p r i a t i o n s  s h a l l  be co n f in ed  t o  a p p r o p r i a t i o n s " ,  and t h e  
r a t h e r  u n s e t t l i n g  h a b i t  o f  t h e  l a s t  few y e a r s  t o  c l o t h e  
a p p r o p r i a t i o n  b i l l s  w i th  s t a te m e n ts  o f  i n t e n t ,  l e t t e r s  of  
i n t e n t  and o th e r  d ev ices  in  o rd e r  t o  p in  down t h e  pu rpose  
and u se  o f  p a r t i c u l a r  a p p r o p r i a t i o n s .  So s i g n i f i c a n t  a r e  
t h e  p r o j e c t s  which a r e  under  c o n s id e r a t i o n  i n  SB 219 and 
SB 220 t h a t ,  r a t h e r  th a n  p ro v id e  t h e  d e t a i l  f o r  a u t h o r i ­
z a t i o n  o f  the  p r o j e c t s  only  i n  an a p p r o p r i a t i o n  b i l l ,  I  
deve loped  two p i e c e s  o f  l e g i s l a t i o n ,  " c o n f in in g  t h e  a p p ro ­
p r i a t i o n  b i l l  t o  a p p r o p r i a t i o n s "  and adding a l l  t h e  d e t a i l s  
co n ce rn in g  use  o f  th e  p ro ceed s  i n t o  a companion a u t h o r i -  » 
z a t i o n .  The a p p r o p r i a t i o n  i s  dependent on th e  a u t h o r i z a t i o n  
by i t s  e f f e c t i v e  d a t e  c l a u s e .

SB 219: Secs .  1 - 5  amend p r o v i s io n s  of law r e l a t i n g  t o
roads  b u i l t  f o r  r e s o u r c e  development purposes  by s a y in g  t h a t  
t h e s e  ro ad s  may be b u i l t  f o r  a s s i s t a n c e  i n  a g r i c u l t u r a l  
development.  The m a t e r i a l  i n  Sec. 4 i s  r e s p o n s i v e  t o  your  
r e q u e s t  f o r  p r o v i s i o n s  by which to  make th e  s t a t e  t r a n s ­
p o r t a t i o n  .department t h e  " l e a d "  agency, and to  w aive  m ajo r  
s t a t e  p e rm i t s  t h a t  might  h o ld  up a  road  p r o j e c t .  R e l a t e d  t o  
t h i s  i s  t h e  r e p e a l e d  i n  Sec. 10 (payment by land  c r e d i t  
c e r t i f i c a t e s ) .  The companion a p p r o p r i a t i o n  b i l l  p r o v id e s  
noney f o r  one s p e c i f i c  a g r i c u l t u r a l  road  p r o j e c t  i n  t h e  
v i c i n i t y  o f  Nenana.

Secs .  6 and 7 add a new " in t e r m u n i c i p a l  ro a d "  program  f o r  
t h e  c o n s t r u c t i o n  of  ro ad s  between s e t t l e d  communities w hich


