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IDITAROD TRAIL COMMITTEE, INC.

POUCH X

WASILLA, AK. 99688

GRANT PROPOSAL



January , 1983

Pappy H. Moss
Alaska Ptate Legislature
Pouch vV (MS 3100)
Juneau, Ak. 99811
Dear Mr. Mo™"s:
Iditarod "83 will start our second decade of the longest sled

41
dog race in the world. And, quite frankly, we are proud of our con-

tribution to promoting Alaska and long distance sled dog racing. Our

*x " H

) -1 B .
emphasis has always.been on strict rules regarding treatment of dogs
) qws T
on the trail and sportsmanship among the mushers. ITC has always wanted

to rel"lect the most positive image possible on both the Iditarod and the
S*;ul.e of Alaska.

This race we ..re expecting a record breaking number of mushers
to sign up. In addition to the teams, we liuvc hundreds of volunteers
working hundreds of hoars seeing to the details of the race from Anchor-
age to Nome. Our volunteers give of their time and many put expensive
equipment, such as HAM radios arid airplanes, on the line for us. People
from every walk of life, lawyers, vetrarmrians, pilots, trappers, engi—
neers clerks, subsistence dwellers, all Join together in a sracial

comaraderie.

Pouch X, Wasiila, Alaska 99687 - (907) 376-5155



Our news media coverage is international. The race has been
filmed and reported by the British, Spaniards, Canadians, Germans, and
we are working with STV in Japan on the possibility of filming Iditarod
"83. CBS and ABC have covered the race. irty minute ABC 20/20
show last spring on the race and Susan Butcher ha. 1 fed inquiries
from all over the lower h8.

The January issue of GEO Magazine has an article on Iditarod.

National Geographic will follow with a story in their March issue. And

once again, CBS has international rights to live coverage of Iditarod

"83.

Iditarod Sled Dog Race has become a year “round business..
Although we have tremendous sponsors for the race, we must turn to the
State again and hone you merit our contributions to tourism and State

exposure worthy of support of our two proposals.

The first proposal d”als with the race itself. These requests
are ones we feel will enhance the quality, safety, and organization of

the Iditarod.

Our second proposal is for a much needed permanent headquarters.

This building would include our offices, a sales outlet, and a museum.



IDITAROD "81#
MEDICIAL CARE AND DRUG TESTING PROGRAM FOR DOGS

Our vetranarians try to be at every checkpoint to check and

administer any needed care to the dogs. The vets have the final say on
a dog continuing in the Race. They also have medical supplies available
to treat minor irritations and injuries. And, as our rules state, any

dog that expires on the trail must have an autopsy.

Because of the rich purse and intense competition among
mushers, ITC makes it a priority to keep drugs from being used on a dog.
The vets have a right to randomly check dogs during the race for drugs.
Then all dogs are checked at the end of the race. These samples are
sent to Cornell University in New York for analysis.

For melical supplies, autopsies, drug testing supplies, sample
shipping cost, and analysis.

L0 $9,850.00

IDITAROD AIR FORCE

Our trail Air Force is composed of volunteers who are willing
to fly their planes along the trail to move dog food, vets, hams, dropped
dogs, race officials, and any other person or object needing to go from
checkpoint to checkpoint. Because of the finuncial restrictions on the
Iditarod, we have never been able to provide the full protection the
private pilot needs. Airplanes and parts have become so expensive, we
can no longer recruit pilots and expect them to "out-of-pocket™ any damage
to their plane while flying for the Iditarod.

Full coverage aviation insurance for Iditarod Air Force during

1 IE= 0 o $5,050 <00



AIRCRAFT

Each year our trail manager must start earlier flying up the
trail. Checkpoints and checkers must be secured. Trail breaking,
marking, and maintenance must be coordinated. All of this is done
before the race.

During the race, it is becoming essential ITC have a plane at
our disposal. Each year brings different emergencies. We must get our
Race Marshal to a checkpoint, or a doctor in to treat an injured musher,
or a vet to an injured dog. To ensure the safety of our mushers and
their teams, the enforcements of our rules, and a organized operation,
we are requesting funding for a Maule M-6 airplane.

O 0= $1*8,000.00
RADIOS

For better communications so we are able to respond to problems
and emergencies, we need high frequency portable radios. These radios
may be used by our pilots or ground crews.

Four (1) HF RAOIOS . e ca e ceecaeeceeaaanannn $1*,750.00
SNOWMACHINES

Of course there are times when all air support is grounded by
weather. But our race continues. To enable our officials and trail
breaking crews to operate we need double track machines. If we have an
emergency somewhere a plane cannot land, we need the machines to get to

e location. And, just to have the ability to maintain surveillance
between checkpoints, the machines would be invaluable.

Two Alpine double track snowmachines.............coooooo.. $10,1*00.00



Each year we offer a $100,000.00 purse to the top twenty
mushers. This distinguished the Iditarod as not only the longest sled
dog race in the world, but also the richest. This purse also ensures the
Iditarod a place in the major athletic events in the wo”ld. The purse
gives mushers the incentive to train for the race. Consequently we have
mushers and teams that are physically and mentally prepared to challenge
the Iditarod Trail.

Money For PUISe .t $35,000.00

TOTAL JF PROPOSAL 01 $113,050.00



PERMANENT IDITAROD HEADQUARTERS

Each year interest in the Iditarod Sled Dog Race grows.
According to surveys done with our out of state visitors, the Iditarod
fulfills the image and fantasy of Alaska. News media from the world
over come to report the "Last Great Race.” Because of the coverage,
more and more tourists want to visit lditarod Headquarters and see first
hand the operation of the race.

After ten years we have collected invaluable paraphernalia
connected with each race. These itens are a part of cur history, but
are perilously close to being lost because we have no place to store
them. The impression each visitor or reporter leaves our headquarters
with reflects on the Iditarod and our greut state.

At present weare located above Teeland"s Country Store in
Wasilla. As our voiumnof traffic increases, not only is it disruptive
to Teexarids, hot our own sp«ce 1is grossly strained. We have no place to
store our race records or paraphernalia. Nor do we have the space to
accommodate volunteers working on the race and visitors at the same
time.

Because of the problems listed above, the Iditarod Hied Dog
dace is requesting funding for a permanent headquartes in Wasilla. We
wunt our building to bein the true spirit of Alaskan history and dog
mushing, so our decor would be styled on a log cabin - Roadhouse theme.
To complement our building, we need an acre of land that can be land—
scaped to encourage visitors to stop and enjoy.

In our headquarters we need office space, storuge area,
conference room, retail sales outlet and a museum. Maximum exposure for

our building is a must to ensure us the tourist and drop in trade we



will count on to cover operation and maintence.

Our request is for: a 3350 sq. ft. building at $100 per foot

building
O = $335,000.00
One acre land located on Parks Highway in or about Wasilla.
COST  wiimmm e e e $ 26,000.00
Office equipment, furnishings, display cases, cash register,
shelves, har."t"s protective equipment for museum.
L0 0 = $ 53,000.00
Landscaping, artwork, outside tables and benches and
plaques.
O = $ 18,000.00

TOTAL REQUEST $¥22,800.00
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Atoka ”"~tate Hkgtelature

SENATOR

H PAPPY 110SS WHILPEOIUCJHU\I)EAU
PC' BOX 182 JUNEAU. ALASKA

DELTA JUNCTION. ALASKA 99737 08I
007)895-4384 007)465-4921

~tatf £>enatf:
FIVE-DAY NOTICE OF FIRST PUBLIC HEARING
SENATE TRANSPORTATION COMMITTEE DATE: February 2, 1983
DATE OF
BILL NUMBER TITLE HEARING TIME PLACE

SB 7 "An Act making an appropriation to the 2-10-83 1:30 p.m. Butrovich

Department of Transportation and Public Room

Facilities for local service roads and
trails; and providing for an effective
date."



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No; Cp7 Date on Bill; 1/18/83

Title; An Act making an appropriation to DCTPF for local service roads and trails
Sponsor: Ferguson, Kerttula, and Moss

Requestor:

1. Estimated fiscal iImpacts on:

a. Expenditures:
(Thousands of Dolla-"s)

FYy 83 FY 84 FY 85 FY 86
Capital 10,000. (
Operating 209.0 218.0
Total 10,000.C 209.0 218.0
b. Revenues;
[Revenue | _r

2. Source of funds to offset fiscal impact of bill:

Not identified by sponsors of bill.

3. Assumptions:

4. Disclaimer:

This statement has not been reviewed by the OMB in the Office of the Governor. It does
not represent the poTTcy of the Sheffield Administration or the final estimate of fiscal
impact.

Prepared By: Wayne weeks Phone: 465-4070

Division: Planning and Programming Date: 2/10/93

Approved by Commissioner: "Yvwta__ . Date: 2,10/83

Department: Transportation anM "Public Facilities

Distribution:
Original to Legislative Finance
Cooy to OMB
Copy to Sponsor
Copy to Requestor 2/8/83



Iltonrr-t anplp . valp* v-  * : e corviizsuH, box 543, valiez rir
835- 7907

M*Pi TO TESTIFY .

i. GENE WRIGHT, CITY Or VALDF & PROJECTS EMGINEEF!, BOX 370, VALDEZ 99686
335- 4713

NXT MSG U/R/S  PREV MSG U/R/S .. RESEND , CANCEL _

MSG 83-00007594 PRTY 1 09/10/03 13:47:58 ORIG LFO1 IN* 0001 ouT* 00
FROM; ANNIE IN FAIRBANKS TO: JUNEAU T/C .
7-*fFT: LJ20 SUBJ: SEN. TRANSP. S.B.7 T/C 2/10/83 PAGE Cli

H"I TO OBSERVE:
1. THOMAS SCHWEIZ, FAIRBANKS NORTH STAR BOROUGH, P."0. BOX 1267, PAIRBANK

*

99701 452-47/1
NXT MSG U/R/S ,, PREV MSG U/R/: RESEND _ CANCEL
MSG 83-00007593 PRTY 1 02/10/83 13:43:48 OR1G= LOGO IN* 0005 OUT= cm1l
FROM  LINDA/DELTA TO 1
TARGET: 1..J20 SUBJ SB 7 POADS & TRAILS T/C page: Ov
1611
ADDITIONAL PART* ED KIKER, BOX 15, DELTA JCT. ALASKA 995-4718

REP. BOY SCOUTS
NXT MSG U/R/S _ PREV MSG U/R/S ,, RESEND _ CANCEL

kx¢ 15-00007583 PRTY 1 02/10/83 13:30 34 OR3G : LPOO " 3N~ 0004 OUT* O

fOH LINDA/DELTA TO* TIM
TARGET: LJ20 SUBJ* ST 7 ROADS AND TRAILS T/C PAGE! 0
part 1 NAT KENNEY, BOX 1080 DELTA JZ (. 99737 095 4 447
REP, SELF
2 JOANN DEAN, CITY CLERK, CMTi OF DELTA JCT.
BOX 229, -DELTA JCT. 095-4/5/

3 BOP MACHADO, MILE 1414 AIl. 1IGH. DELTA JCT.
(395-4750 REP. SELF..
OBSERVER=
1. FERN MARKMESS, BOX 852 DELIA JCT.
REP. SELF, ..



COMMITTEE REPORT
SENATE

1718/83
FURTHER: FINANCE

Date: N yO P 3
Mr. President:
The Committee on TRANSPORTATION has had SENATE BILL NO. 7

An Act making an appropriation to the Departmentof Transportation
and Public Facilities fTor local service road3 and trails; eff. date.

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 1 do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)

] same title
1] replace with CS for [ J new title

and recommends

[ 1 AND attaches a "Letter of Intent” [ 1 New Fiscal Note
1] reports it back without recommendation
[ 1 referred to the - Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
/  V
ya-<- A
X a y-1-1 1»(' w $ <y

!

NI T
CHAIRMAN

S 60 (Rev. 12/78)
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H. P&E’W?\ﬁoss WHILPEOILI\JICJ}_LlJ\I/\IEAU
JUNE Ag%g\K ASKA
0071895-4"34 007)465-492i

MEMORANDUM Date: February 9, 1983

Subject: Some DOT/PF Correspondence Concerning the Local Service
Roads and Trails Program

To: Committee Members
Senate Transportation Committee

From: Senator H. Pappy Moss, Chairman,
Senate Transportation Committee

Please find attached three pieces of correspondence included to provide
some documentation on the position of POT/PF regarding the LSRT program.

w'he First letter, dated Novemoer 24, 1982, is included to illustrate the
response given by DOT/PF to local communities requesting funding under the
LSRT program. The bracketed portion is highlighted as the relevant text
concerning DOT/PF"s philosophy toward the program.

The second letter, dated April 16, 1982, is included to provide an example
of a local community®"s response to DOT/PF"s att’”~ude tovw/ard the LSRT

program.

The third piece of correspondence is included to show the positive attitude
of DOT/PF field managers toward the program.



JAYS. HAMMOND, GOVERNOR

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES o .
University Plaza - West, Suite D

Division of Planning and Programming, Interior/Western Region 600 University Avenue
Fairbanks, Alaska 99701

1907) 479-42M

November 29, 1982

Robert L. Brean

Executive Director

Upper Tanana Development Corporation
P.0O. Box 459

Tok, AK 99780

Dear Mr. Brean:
RE: Tok Homesite Tract Road

We are responding to your letter of November 1, 1982 to Mr. Don Ronken,
Regional Local Service Roads and Trails Engineer, regarding an access
road to Homesite Tract ASL Survey //77-164.

r -n
"The Department has not requested funding for continuance of the Local
Service Ros is and Trails Program in recent budget requests, since

the functions of this program have been largely supplanted in recent
years by the Municipal Grant Program-and by line item appropriations
added by the legislature to our Departmental request. Determinatjon
of projects to be added as grants or line item insertions is a pre—
rogative of the legislature.

This policy has enabled the Department to concentrate its resources
on the urgent needs of the regional transportation system, from
reconscructioii and rehabilitation of the existing major roads Nana
bridges."to upgrading essential rural airport runways and lighting**
systems-_**

Our statewide transportation needs assessment already includes in
excess of four billion dollars worth of needed improvements to the
existing system. This tremendous backlog of.identified projects
coupled with the reduced state revenues now being projected makes

it increasingly difficult to include in our budget our priorities
for the facility improvements required for inter-commun®ity trans—

portation, and certainly precludes us from budgeting for new facili—
ties to service strictly local needs.

While your request is relatively small and for good purposes, there are
far too many local needs of this type in our region for us to make an
exception to our policies for your particular request.



Robert L. Brean -2- November 29, 198.2

We would be happy to provide technical assistance, in terms of engineering
expertise and cost estimates, but are unable to include an actual funding
request in our annual Capital Improvement Program.

Given these situations in relationship to your immediate need, it 1is

suggested that you contact your local legislative contingent to as—

certain if they might be willing to include a grant or appropriation

for the access road during the coming”ession. We will be forwarding
a copy

Director

cc: .Senator H. "Pappy’’Moss/



fairbanks north star borough

p.o. box 1267 520 fifth ave. falrbanks, alaska. 99707 907-452-4761

April 16, 1982

Commissioner Bob Ward

State, of Alaska

Department of Transportation
Pouch Z

Juneau AK 99C11

Dear Comms”~S™Mier Ward:

1 am responding to your March 12 letter in which you
expressed your plans to ynase out the Local Service Roads
and Trails program.

T regret that you feel the need for this action, since
the-. LSR&T Program provides a real and an essential service

to people in this trea. I do understand the impact of this
program on your department and the problems which can
arise— and have done so-— iIn this regard. I would ask,

however, that we first attempt to safeguard these services
to the public and attempt to prevent the negative

consequences which an.abrupt elimination of _.the program
would generate. o - e -

Your letter makes several “statements with which 1
cannot concur, at least in regard to the comments on locui.
government. * *

I think we are all aware that the state capital
projects funding to local governments, as well as to state
agencies, is being drastically reduced this year because of
declining revenues to the State of Alaska. The special
capital project funds we have received in the last two years
have been for one-time activities and were specifically
designed not to involve the Borough in expanded program
operations.

Consequently, |1 can assure you that we do not have.
special fTunds in reserve which could be called upon to fund
phased-out LSR&T activities. I would ask that, in view of

the serious consequences which could flow from the
elimination of this program, that DOT officials contact



Commissioner Bob Ward
April 16/ 1982
Page two

their appropriate Borough counterparts to discuss ways and
means by which a mutually beneficial arrangement might be

reached, without first taking action that might later result
in some harm to the public at large.

/sek



10 Charles D. Karelia - November 24, 1982
State LSR&T Engineer
DOT/PF - F,1iNO

Headquarters/Juneau
msFHONENo 443-5266

fromJeffrey S. Chandler”~n-" subjeciz Isr&T Program In Rural Communities
Acting LSR&T Manager
DOT/PF

Interior Region/Nome Residency

In response to your enquiry i garding the involvement of the Local Service Roads
and Trails Program in rural ommuriities of Western Alaska, and the attitudes held
by the rural communities towards the Program, |1 offer the following information.

The LSR&T Program generally has been highly regarded and supported by the bush
communities. The underlying reasons for this are as follows:

1. LOCAL PRIORITIES

The City Council of each community sets the priorities for local service projects
needed in that community.

This process insures the Program®s responsiveness to local needs. Within the
limits of available funding, a community may designate access roads, local streets,
bridges, boardwalks, or trail repairs for inclusion under the Program. Since LSR&T
is primarily a reimbursement program, the local governing body may start construct-
ion as soon as & Project Agreement is approved and materials or equipment available
and is then reimbursed periodically for expenses, For larger heavy construction
projects utilizing State equipment or a private contractor, costs are generally
paid directly by the State.

1. LOCAL [INVOLVEMENT

The local community has direct input into all phases of each project, from
planning through construction.

The scope of the project selected is determined by the City Council, within the
limits of sound engineering principles. For locally constructed projects, flex-
ibility is preserved through the construction phase, allowing alterations to
accommodate local concerns which may not have been anticipated initially. Al-
though LSR&T administers the project, it is basically a community enterprise in
which the community shares responsibility. Through cooperative effort the State
provides a helping hand rather than a hand-out. A completed project bectimes a
source of pride for residents of a rural community because they were integrally
involved iIn creating the end product.

I11.  LOCAL HIRE

Locally hired crews are employed to construct most rural LSR&T projects.

With labor intensive projects such as boardwalks and trail construction,-the crew
is hired locally by the local governing body which also appoints a local foreman.



Day to day operations of rmall scale heavy construction projects involving local
equipment are also handled by a local foreman. On larger heavy construction
projects involving State equ pment, LSR&T may provide a foreman and/or a heavy-
duty mecnanic, while the construction crew is hired locally. In the event the
local labor pool is exhauster, workers are generally sought from neighboring
villages. The primary exception to this procedure occurs when a project has been
let to contract, where hiring is done by a contractor whose policies generally
tend to be more restrictive than those of local managers.

V. LOCAL TRAINING

Training of local residents in new skills is necessary for mos remote LSR&T
road projects.

It is unusual to find the required number of qualified equipment operators and
truck drivers locally available for the typical local road cofstruction project.
Training is therefore provided by an LSR6T representative or oesignated foreman
ad mechanic. Emphasis is placed on proper equipment care and usage, not only
for safety reasons, but also to avoid unnecessary downtime. Safety av/areness

~ ’s encouraged through the life of a project in order to reduce the chances for
injury or accident. This policy of training employees allows a greater pro-
portion of local residents to obtain jobs than is the case with contractors,
who generally require skilled workers for available positions. It also results
in an added benefit outlasting the life of the project: a pool of trained
workers who may be able to later obtain jobs for which they were previously

unqualified.

V. LOCAL EQUIPMENT

Local equipment, public or private, is utilized for heavy construction projects
whenever available.

For local road projects, LSR&T encourages the use of locally available equipment:
from the local governing body, from DOT/PF, or from other public or private
sources, in any combination necessary to perform the work. This practice re-
sults in substantial cost savings and production increases for the project, by
avoiding the extra costs of mobilizing equipment from outside the community.
LSP.&T also has 1A= own construction fleet, which 1is generally moved from project
to project on an annual basis to supplement 1r*cml equipment. In the event that
adequate equipment is not available either locally or from LSR&T, and when private
enterprize 1is available, then a project is generally put to contract with a con-
tractor who is preferably already mobilized on site. It should be noted here
that due to age and the phase-out of the LSR&T Program, most of the LSR&T equip-
ment fleet will have been excessed by the end of the year.

VI. NEGION WIDE PROJECTS

All local communities iIn the Nome Residency area are eligible for participation
ein LSR&T"s region-wide projects.

Winter Trail Staking and Shelter Cabins are two projects in which most rural
commun¥ _ies participate annually. Although a limited amount of funds are avail-
able, these are distributed among local communities to help defray the costs of
markinn trails each winter, and the costs of putting up shelter cabins on the
most heavily used trails for the use of the traveling public. A limited number
of permanent trail markers are installed each year during Trail Staking. Perm-
anent trail markers could be installed on the *,,400 miles of primary overland
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Charles D. Karelia - (

trails iIn the Nome Residency area within two years, 1f current funding levels
were doubled.

VIL. PROFESSIONAL SUPPORT

Technical support services are provided to each projectin proportion to the
demands of the project and the needs of the community.

Engineering, supervisory, mechanical expertise, and expediting services are
available for each LSR&T administered project. Where sufficient local init-
iative, labor, and expertise is available, periodic visits of the LSR&T Engineer
is all that is required, resulting in lower administrative charges to the project.
For small scale heavy construction projects, LSR8T provides a highly qualified
roving heavy-duty mechanic, who periodically visits each project as needed to
eassist the _local foreman in handling complex emergency mechanical repairs. For
large*™ scale projects, the LSR&T Engineer or designated representative may dir-
ect the project and provide experienced foreman and qualified heavy-duty mechanic
for the duration of the work. The key to this approach is Fflexibility: the
fewer the resources of a local community, and/or the more complex the nature of
~“he project, the greater the level of direct assistance provided, and vice-versa.

VIIL. ADMINISTRATIVE SUPPORT

Most rural communities need some administrative support to keep their projects
from bogging down.

This applies to a majority of local development projects involving local admin-
istration; whether funded through LSR&T, special legislative appropriations
expended through LSR&T. or direct legislative grants to the villages. This need
can be met by consulting engineering firms and contractors where funds are suf-
ficient. However, TfTor smaller projects a little common sense advice and direction
is frequently all that is required, rather than a costly and lengthy study which
doesn®"t help the local governing body with the day to day problems associated with
doing its own construction projects. Although not mandated to do so, LSR&T has
been providing technical information, quantity and cost estimates, and alternative
recommendations to villages seeking guidance for the application of their direct
grants for new construction equipment, new equipment storage buildings, and local
transportation-related construction projects. The Nome office has handled seven-
teen such calls from different villages in the last five months.

IX. SUMMARY
"

Given the limits of available funding for rural araas, the LSR&T Program has made
some substantial contributions in helping local communities to meet their own
transportation needs. By and large, remote communities have not requested advanced
development projects. Basic projects have been the rule, providing boardwalks,
access roads, or streets for the community, Tfrequently for the first time. Ad-
ditionally, the Program has received strong support from the Bering Straits and
KAMA Regional .ative Corporations, in the form of streamlined permit procedures,
free use materials, and expedited right-of-way reconveyance agreements. Finally,
the ISR&T Program has retained the flexibility to fund those projects requested
by villages which have not been addressed through the legislative process under
line-item appropriation 1ir specific grants. Hopefully this information will assist
in the evaluation of the LSR&T Program as it has functioned in the Nome Residency,
and contribute to the formation of a policy or program through which rural commun-
ities may continue to receive State support in alleviating their transportation

problems.



MEMORANDUM Date: February 8, 1983

Subject: Transportation Committee Meeting
- P -*_ i l. * * » f ll’,‘*'. 'i*-k

To: Senator Frank Ferguson

From: ,/”~Senator H. Pappy Moss, Chairman,
Senate Transoortatlon Committee

If. « >t)

'm *e y o m
The purpose of this memo is to remind you of the Senate Transportation
Committee meeting concerning SB 7, Local Service Roads and Trails. The
meeting is at 1:30 p.m., February 10, 1983, In the Butrovich Room.
According to our records, you are scheduled to testify concerning this
legislation.



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL [IMPACT

Bill No :_sb2 Dalze on Bill: 1/18/33
local service roads and trails

Title:

Sponsor: Ferguson, Kerttul?"™ and Moss
Requestor:

An Act. making an appropriation to DOTPF for

1. Estima+rJ T"scal impacts on:

a. Expenditures:

= (Thousands of Dollars)
Fy 83 FY 84 FY 85 FY 86
Capital o ocooeh
Operating 209.0 218.0
Total 10,000.( 209.0 218.0
b. Revenues:
Revenue 1 1 1 1 ~1 ~T

2. Source of funds to offset fiscal impact of bill:
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Alaska JMaie legislature

House of Representatives

Pouch V
State Capitol
Juneau, Alaska 99811

MEMORANDUM

TO: House MinorityRepublican Caucus Members
FROM: Sarah Robinson, Staff

DATE: June 19, 1983

RE: SB 7

Senate Bill 7 has been selected as a House Minority Republican Caucus
priority. This legislation appropriates $10,000,000 from the general
fund to the Department of Transportation and Public Facilities for
grants for local service roads and trails authorized by AS 19.30.111-
AS 19.30.251 under Section 1. Section 2 of the bill provides an im—
mediate effective date.

The 1local service roads and trailo system (LSR&T) is a program of vital
importance to both urban and rural communities in the state. This
legislation has been placed on the priority list of the Governor and the
House Democratic Minority, as well as the Ho Ise Minority Republican
Caucus for bills to be addressed and passed this Session. The program
provides funding for construction of local roads and trails that are not
eligible to receive matching federal highway funding.

The Hammond Administration began a phase-out of the LSR&T program last
year. The rationale for this policy action has been stated publically
by DOT/PF as an overlap between the municipal grant program and line
item appropriations. It should be pointed out that line item appro—
priations and municipal grants are effectively the same thing in most
cases. When making a line item appropriation to a community, the
legislature designates it as a municipal grant. The municipal grant
program is essentially a legislative procedure allowing the state to
contract with local communities. The LSR&T program has traditionally
been viewed b"- the Legislature as a mechanism for funding road projects
the Administration and Legislature were unable to consider due to time
constraints but were in need of construction or repair immediately.

The $10 million supplemental will allow DOT/PF to enter into contract
agreements with local “ommunities for projects that have been identified
as in need of funding. Due to the phase-out begun by the Hammond
administration DOT/PF has not been entering into contracts for projects



they have recognized as priorities. Since the I.SR&T program did not
receive funding this fiscal year, the $10 million will allow DOT/PF to
enter into agreements for new projects this construction season and
continue operations into the next fiscal year.
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ALASKA RAILROAD TRANSFER PROJECT

WORK PLAN OUTLINE

The Alaska Railroad Transfer Act of 1982 was signed into law by President
Reagan on January 14, 1983. This legislation establishes a detailed pro-
cess for assembling the specific information necessary to a thorough con-
sideration by the state of the transfer proposal, while also specifying

the time framework for effecting an eventual transfer. Date of enactment
serves as a trigger for several key provisions which involve a great deal
of work activity in order to accomplish a thorough addressing of the trans-
fer question. The following discussion highlights the major work tasks
confronting the state, along with some explanation of the state"s response
to satisfy these requirements.

TASK #1 - TRANSFER TEAM ORGANIZATION.

A detailed organization is iIn the process of being established to direct
all state activities pertaining to the railroad transfer. Because of the
diverse nature of tasks involved and limited time available for work per-
formance, an interdisciplinary team of state officials and outside exper-
tise iIs necessary to accomplish the mission. Governor Sheffield has des-
ignated the Department of Transportation and Public Facilities to serve as
the lead agency for all matters regarding the railroad transfer. As a
result, Commissioner Dan Casey will serve as the state official responsible
for the conduct of this project.

Commissioner Casey has appointed a transfer team of three individuals to
direct all work activity regarding the proposed transfer. Mr. Mark Hickey
of DOT/PF will serve as the staff coordinator and contact point for transfer
team activities. Mr. Dave Walsh arid Mr. Jack Day, who are in the process

of being placed under contract to the state, will be working with Mr. Hickey
to direct these efforts and will provide special outside expertise on certain
specific aspects of the project. Mr. Jack McGee of the Attorney General®s
Office will also be working with this group, directing the legal research
portions of the work. In this regard, the special services of the law firm
of Wickwire, Lewis, Goldmark & Schorr will remain available to the state &
needed. Additional state personnel from various agencies will be involved
with specific aspects of individual tasks.

TASK #2 - FRA COOPERATIVE PROCEDURES/INFORMATION ACCESS.

Section 605(b) of the transfer legislation specifies the means by which the
state can monitor railroad operations and inventory and evaluate rail prop-
erties prior to a decision to accept transfer. As part of this effort, the
state will have to ascertain the position of the Federal Railroad Adminis-
tration (FRA) regarding confidentiality limitations as also noted in Section
605(b). Additionally, there needs to be established a general framework for
coordination of transfer duties and information access. Important in this
area will be clear delineation of FRA liasion and contact personnel, along
with explicit definition of current railroad management®s role relative to

-1-
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transfer proceedings. It is anticipated that FRA wiVl respond to this project
through some overview arrangement which includes an equivalent transfer team
of federal personnel primarily dedicated to transfer activities. Assistance
from other federal agencies, particularly the Department of the Interior, will
also be important to the successful performance of transfer work.

Several steps have already been taken to address aspects of this task. FRA has
appointed Mr. F. Colin Pease, Special Assistant to the Administrator, to serve
as the responsible federal official for transfer matters. Mr. Pease iIs In
process of appointing Mr. John Cikota of FRA to serve as the liasion contact

on temporary duty at the railroad in Anchorage. Railroad personnel will serve
as technical support staff for various transfer duties, but will not oe directly
involved in any of the policy aspects of the transfer. The Alaska State Office
of the Bureau of Land Management has been designated as the lead DOl agency for
transfer matters and has already established an Alaska Railroad Project Staff
under the direction of Mr. Gary Bauer. Preliminary meetings have also occurred
between the key state and federal personnel regarding coordination of transfer
duties and information access procedures.

TASK H3 - STATE CONSENT FOR ARR ACTIONS.

During the period between date of enactment of the federal transfer legislation
and the date of actual transfer, or an official negative response by the state
to the transfer offe*-, certain specific types of actions and decisions by the
Alaska Railroad (ARR) will require state consent. Section 605(b) specifies that
the following actions fall into this category: (1) make or incur any individual
capital expenditure in excess of $300,000; (2) sell, exchange, give or otherwise
transfer any real property; and (3 lease any rail property for a term iIn excess
of five years.

Governor Sheffield has formally designated Commissioner Dan Casey to serve as
the state official responsible for dealing with this matter. The transfer team
is responsible for reviewing these items and forwarding recommendations to the
commissioner for action. Mr. Hickey has been designated the responsible offi-
cial for coordinating this activity. Information about specific items involv-
ing state consent is available through Mr. Hickey"s office.

TASK #4 - CLOSING REPORT.

Section 605(a) requires the Secretary of Transportation and the Governor to
prepare and deliver a report, commonly referred to as 'the closing report",
within six months from the date of enactment. It is envisioned that the Alaska
State Legislature will have to review this report prior to authorizing Tfinal
acceptance of the transfer. This document, which is intended to provide the
state greater specificity regarding transfer particulars prior to final action
on the offer, will describe all rail properties of the Alaska Railroad and the
liabilities and obligation™ to be assumed by the state under the proposed
transfer. _Although the legislation contemplates that the federal and state
governments will jointly prepare the closing report, the state has a greater
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interest in its accuracy and completeness since since it will be the basis
for subsequent transfer documents.

The following categories represent the major components which will be ad-
dressed within the closing report: (1) real property; (2) personnel obli-
gations; (3) personal property; and (4) commercial/contractual/legal obli-
gations. Each of these components will 1involve a process of identification
and detailed description for inclusion within the closing report document.
In the case of real and personal property, the parties will have to review
systematically ARR records and conduct phvsical inventories where such rec-
ords are considered inadequate or unreliable. There will also be a need to
identify which of the real properties of the ARR are subject to claims of
valid, existing rights and which are not. Finally, it will be necessary to
offer some sense of personal property condition and the value of the railroad
as going concern operation.

The state and the FRA have already discussed a procedure for agreeing jointly
to the appropriate form and content of the closing report, as well as the
actual process for drafting the various portions of the report. It is clearly
understood that the FRA has the lead responsibility for the federal agencies
involved with the transfer. Agencies of the DOl will support the FRA as a
technical resource for mattefs pertaining to real properties, but they will
not make any final decisions regarding policy questions. It is currently
envisioned that a final draft of the closing report will be available for
agency circulation by early June.

The following lists depict the specificresources being used by the state to
address properly each component of this task. Itshould be added that these
activities represent a line share of transition activities for the first six
months following passage of the federal legislation.

ARR Real Property Team ARR Personnel Team
Mark Hickey, Staff Coordinator Mark Hickey, Staff Coordinator
Dave Walsh, ARR Transfer Team Leader Jack McGee, AG"s Office
Jack Day, ARR Transfer Team Leader Tom Brewer, Wickwire/Lewis
Jack McGee, Attorney General®s Office DOA - Division of Personnel*
Sarah Kavasharov, Attorney General®s Office DOA - Div. of Ret. & Benefits*
Tom Koester, Attorney General"s Office DOA - Div. of Labor Relations*
Jim Sandberg, DOT/PF - Right-of-Way
Ted Richards, DOT/PF - Right-of-Way ARR Personal Property Team
Bud May, DNR - Technical Services
Clyde Duren, DNR - DTS (Cadastral) Mark Hickey, Staff Coordinator
Carol Shobe, DNR - DTS Jack Day, ARR Transfer Team Leader
Tony Braden, DNR - DTS _ Jack McGee, AG"s Office
John Hanley, Wickwire/Lewis Dave Zugsberger, OMB (Management)
Greg O"Leary, Wickwire/Lewis Dick Wiggins, DOT/PF - Planning

Gary Cox, DOT/PF - Facilities

Dick Meyer, DOT/PF - Facilities
John Alderson, DOT/PF - Facilities
John Hanley, Wickwire/Lewis

T B .Y
(* resource yet to be identified



ARR Commercial/Contractual/Legal Obiigations Team

Mark Hickey, Staff Coordinator Jack Day, ARR Transfer Team Leader
Dave Walsh, ARR Transfer Team Leader Jack McCGee, AG"s Office

Dick Wiggins-, DOT/PF - Planning Dave Zugsberger, OMB (Management)
Yale Lewis, Wickwire/Lewis Gerry Johnson, Wickwire/Lewis

Tom Brewer, Wickwire/Lewis DOA - Div. of Risk Management*

(* resource yet to be identified)

TASK #5 - USRA FAIR MARKET VALUE DETERMINATION.

Section 605(d) requires the United States Railway Association to determine
the fair market value of the Alaska Railroad within nine months from the
date of enactment. This value, if any, will then become the amount which
the state would have to compensate the United States to receive the rail-
road under the transfer offer iIn Section 604. In performing this work, the
"JSRA iIs instructed to perform an appraisal of all rea”. and personal property
with consideration for the current fair market value- and potential future
value if used iIn whole or in-part for other purposes. The USRA is also to
take into account all obligations imposed by the transfer legislation and
other applicable law (e.g., Alaska Native Claims Settlement Act) upon the
operation and ownership of the state-owned railroad. Finally, the JSRA is
directed to use all relevant data-and information from the closing report
document in making the fair market value determination.

Preliminary meetings between the transfer team and USRA officials have already
occurred regarding project schedules and appraisal methodologies. The USRA
intends to perform three types of assessment to reach their determination of
the railroad®s fair market value: (1) real estate appraisal; (2) facilities
and equipment; and (3) continued operations valuation. A preliminary report
on this activity is currently scheduled to be available iIn June. The USRA

has agreed to keep the state apprised of ongoing activity and allow review

of all draft products. Members of the state transfel team will also be avail-
able to research any information requests. Mr. Jack Day of the transfer team
has been designated to serve as the point individual for staff activity under
this task.,

TASK #6 - NATIVE VILLAGE CLAIMS NEGOTIATION.

During the ten months following the date of enactment, there is a requirement
for the state, the Department of the Interior, and all affected Native village
corporations co enter into a good faith effort to negotiate settlement®, for as
many outsv.ar ling claims as possible. Some 3,800 non-right-of-way acres of the
ARR"s tota. 38,000 acres are affected by village corporation filings under
Section 3(e) of the Alaska Native Claims Settlement Act. Additionally, as many
as 3,300 acres of right-of-way land may also be subject to similar filings. In
the latter case, however, the transfer legislation structures a different pro-
cedure for this 1issue whereby the state will ultimately receive the railroad™s
right-of-way free and clear of any such encumbrances. ith respect tr the 3,800
acres of non-right-of-way land, the first step will be uentification of the
specific parcels involved, along with obtaining appropriate legal descriptions.
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The state is in the process of organizing a negotiating team, while also
determining an appropriate policy stance for each specific parcel. In-
formation and recommendations is being collected from knowledgeable ARR
officials regarding the railroad iImportance of each parcel. There is
also the need to conduct some discussion and investigation with personnel
from DNR and DOl regarding the availability of other state or federal
land which might facilitate achievement of settlements. Mr. Dave Walsh
has been assigned the role as point individual for staff activity for
these negotiations. Mr. Walsh will have direct support from Mr. Hickey
and members of the Attorney General®s office.

TASK #7 - TRANSFER DOCUMENTS.

Section 604(b) details a series of legal documents which will effect the
actual transfer assuming state acceptance. Specifically, the following
four documents are required: (1) a bill of sale conveying title to all

rail properties except real property; (2) an interim conveyance of real
property of the Alaska Railroad not subject to unresolved claims of valid
existing rights; (3 an exclusive license granting the state the right

to use all real property not.conveyed pending resolution in accordance

with the review and settlement process or final administrative adjudication
of claims of valid existing rights; and (4) an exclusive-use railroad ease-
ment for that portion of the railroad"s right-of-way within Denali National
Park and Preserve.

The content of these documents will require lengthy discussion and careful
drafting by the state and FRA. Direct and extensive legal assistance will
be needed to achieve this task. Mr. Hickey will direct these efforts with
assistance from the Attorney General®s Office and the state®s special
counsel, Wickwire, Lewis, Goldmark & Schorr. Actual completion of this
work 1s contingent on state acceptance of the transfer offer. Preliminary
work on this task should begin following completion of the closing report.
The final documents do not have to be finished until after the Alaska State
Legislature ratifies the transfer proposal and the Secretary of Transportation
certifies the state has agreed to all of the required terms and conditions
as specified iIn the transfer bill.

TASK 48 - ICC REQUIREMENTS.

Section 605(c) requires that prior to transfer the ARR"s accounting practices
and systems shall be capable of reporting data to the Interstate Commerce
Commission iIn formats required of comparable rail carriers subject to ICC
jJjurisdiction. It will also be necessary to obtain an ICC certificate of
public convenience and necessity to ensure continued operation of the rail-
road following transfer. As a result, it will be necessary to petition the
ICC to promulgate proceedings to respond within the anticipated time period,
along with preparing the necessary filings to provide for the operation of the
state-owned railroad. A final ICC-related task involves rate-making authority
for the new state entity. Although the transfer legislation provides a two-
year hiatus, staff should probably engage in discussions with ICC officials
regarding this matter, prepare preliminary Ffilings, and direct background
valuation work which will serve as the basis for future rate-making TFfilings.

-5-



Efforts have already been initiated to accomplish some of these tasks. Work
is In progress to review current accounting practices and systems in light of
ICC requirements. Additionally, efforts are underway to petition the ICC for
a promulgated proceeding for obtaining a certificate of public convenience and
necessity. The remaining tasks, which are more substantive in nature, should
be initiated within the next few months and will carry into the time period
following transfer. Mr. Hickey will direct these efforts with assistance from
the state"s special counsel. Additional outside assistance will be needed
from individuals knowlwdgeable with ICC procedures and railroad valuations.

TASK #9 - PRE-TRANSFER PREPARATIONS.

This task covers a range of duties related to ensuring an orderly and time"ly
cransfer. Much of this activity will be integrally tied to tie creation

and implementation of an appropriate entity to own and operats the railroad.
The following list details the major task of this nature that can be iden-
tified: (@) legal research regarding appropriate state response to comply
with the federal certification requirements under Section 604; (2) necessary
state activity to allow assumption of current ARR collective bargaining
agreements for the mandated two-year protection period; (3) further assess-
ment of implications of anti-trust liabilities following transfer; (4) various
planning activities related to required waivers of compliance with railroad
safety laws and OSHA compliance requirements; (5) investigation of need for
full-seal? inventory and condition survey of ARR assets; (6) initiation of
long-range capital planning effort for future railroad needs; and (7) anti-
cipating and satisfying all other critical labor, administrative, regulatory,
insurance and Tfiscal requirements prior to actual transfer.

The time frame for the performance of these activities will span the entire
period between enactment of the federal bill and formal completion of the
transfer. Certain elements will be important in relation to the creation

of a state entity to own and operate the railroad, which will be governed by
the framework for action within the Alaska State Legislature. The state
transfer team will be. responsible for the performance of these tasks.

TASK #10 - FUTURE RIGHTS-OF-WAY.

Section 609 sets out the appropriate process whereby the state-owned railroad
will be able to secure future rights-of-way across federal lands. In response
to this provision, the state has initiated r process to develop an acceptable
policy position for obtaining needed reservations in an intelligent and orderly
manner. Once this activity is completed, work efforts will be undertaken to
survey the selected routes and to prepare necessary application submittals for
the federal and state portions. Additional funding will be neaded to perform
this effort.
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STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Mo: SB 10 Date on Bill: 1/18/83
Title: An Act relating to the Alaska Railroad

Sponsor: Kerttula ZTZHmizlizziriziirzn~nnn1zrziziz
Requestor:

K * e et S L e

1; Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Pol larsl

FYy 83 FY 84 FY 85 FY 86
Capital
Opcrating -n- ino.n -n- -n-
Total -0- 100.0 -0- -0-
b. Revenues:
| Revenue (¢ 1 1 1 - (¢ | |

2. Source of funds;to offset fiscal impactof bill:

Not identified by the sponsor.

3. Assumptions:
Given the railroad®"s recent revenue trends, operating revenues should be more than
sufficient to cover operating expenses in the short-term (i.e., 2-3 years). It iIs
difficult to predict beyond FY 86 whether this condition will continue to exist.
It should be added that the issues of capital rehabilitation needs, ongoing capital
reinvestment needs, long-term operating deficits and passenger service subsidies
have not been directly addressed by the proposed authority legislation.

4. Disclaimer:
This statement has not been reviewed by the OMB in the Office of the Governor. |

not represent the poTTcy o” <« Sheffield Administration or the final estimate of

impact.
Prepared By: Mark Hickev Phone: 364-2121
Division: DOT/PF Date: 2/22/83

Approved by Commissioner: Date: 2/22/83

Department: Department of Transportation and Puhlir Facilities

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor

Cnr>v tn Rpnupstor 2/8/83



No direct fiscal iImpact is anticipated for FY 83 since the bill caries an effective
date only triggered by subsequent legislative action to ratify the closing report or
a proposed lease arrangement. Given the mandated time lines in the federal bill,
this subsequent action will probably not occur until sometime next session.

The $100,000 in requested funds for FY 84 is to cover various start-up costs for
initiation of the Alaska Railroad Authority. These funds will cover the time period
between creation of the entity and actual assumption of railroad operations.

SB 10 represents a very complex and thorough piece of legislation. A great deal

of work and analysis has already gone into developing the current draft. SB 10
proposes to create an independent public authority responsible for operating the
Alaska Railroad following transfer iIn accordance with sound business practices,
while also balancing it with an appropriate, but not burdensome, level of oversight
and monitoring by state government. Without attempting to evaluate at this point
specific provisions of the proposed bill, it should be mentioned that there remains
several unanswered policy questions such as those pointed out iIn the bill analysis
section.

A great deal of current and hard data will be generated in the next few months during
the preparation of the closing report and performance of the valuation determination
by the United States Railway Association. Both of these efforts are mandated by
provisions of the Alaska Railroad Transfer Act of 1982. It is our view that any
attempt to resolve these unanswered questions and reach a consensus regarding the
desired form of the state entity to accept and operate the railroad should await

the completion of these tasks. Efforts should be initiated to provide for timely

and thorough analysis of this information, which will result in an expeditous
handling of the transfer issue at the appropriate time.
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IN BILL ORDER

BILL NUMBER STATUTE ACTION
s 10 09*10.120 REFERENCE
SB 10 09.50*250 REFERENCE
SB 10 09*50*260 REFERENCE
SB 10 09*50.270 REFERENCE
SB 10 09*50*280 REFERENCE
SB 10 09.50.290 REFERENCE
SB 10 . 09.55*310 AMENDED

SB 10 foogc  C>'uil 09*55*350 AMENDED

SB 10 ProC-eJtL" e. 09*55*420 REFERENCE
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s 10 23*40%220 REFERENCE
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s 10 23.40*250 REFERENCE
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SB Harbors  _ 30+15.000 REFERENCE
sB 10 Owd- OR<DH% 35*00.000 REFERENCE
s 10 37.00.000 REFERENCE
s 10 37.05*000 REFERENCE
sB 10 37*07.000 REFERENCE
s 10 37.07*050 REFERENCE



I EuaMiic. is SBl*iy.
s 10 37*10*%030 $HIpl REFERENCE
sB 10 37*10*040 REFERENCE
s 10 37*10*050 REFERENCE
sB 10 37.10*060 REFERENCE

NUMBER AND HIT ENTER BILL NUMBER SB 10 STATUTE 3710060
RETURN TO MAIN MENU ?

***xx* BROWSE FILE IN BILL ORDER

SELECT A BILL
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BILL NUMBER STATUTE ACTION
s 10 37-10*060 REFERENCE
sB 10 37*10.085 REFERENCE
s 10 37*20*000 REFERENCE
SB %8 37.25.000 REFERENCE
SB YT /38.05.000 REFERENCE
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s 10 (Vb U + Tl o™=« 42 .40 *030 ADDED
s 10 42*40*030 REFERENCE
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yp 10 42*40*040 REFERENCE
s 10 42 .40*050 ADDED
s 10 42*40*060 ADDED
s 10 42 .40.070 ADDED
s 10 42*40*080 ADDED
s 10 42*40.090 ADDED
s 10 42*40*200 ADDED
s 10 42.40.210 ADDED
sB 10 42*40*210 REFERENCE
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BILL. NUMBER
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB

B \
SB 10 <UuA
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
BILL
BILL. NUMBER
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB 10
SB

SB

SB 10
SB 10
SB 10
SB 10
SB 10
BILL

*Hx*x* BROWSE FILE

NUMBER AND HIT ENTER
RETURN TO MAIN MENU ?

BILL NUMBER

SB 10
SB 10
2 1R

F*xx*x*k BROWSE hIL.E

42 .40.330
42.40.400
42.40.400
42.40.410
42.40.415
42.40.415
42.40.430

BILL NUMBER SB

IN BILL ORDER

STATUTE

42.40.430
42.40.500
42.40.510
42.40.520
42.40.525
42.40.530
42.40.540
42.40.545
42.40.550
42.40.560
42.40.565
42.40.570
42.40.600
42.40.610
42.40.610
42_.40.615
42.40.615
42.40.700
42.40.710

BILL NUMBER SB

IN BILL ORDER

STATUTE

42_. 10.710
42_.00.730
42.40.740
42 .40.755
42.40.870
42.40.880
42.40.890
44 _.62.000
44 .62.310
44 _.62.640
44.71.010
44 _.71.020
44 .71.030
44.71.040
44 _77.010
44 _77.020
44_.77.030
44 _77.040
44 .77 .050

BILL NUMBER SB

IN BILL ORDER

STATUTE
44 .77 .050
44 .77 .060
44 .77 .070
i2- 24,

E R

E

E Rk

ADDED
ADDED
REFERENCE
REFERENCE
ADDED
REFERENCE
ADDED

10 STATUTE 4240430

ACTION
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
REFERENCE
ADDED
REFERENCE
ADDED
REFERENCE
ADDED
ADDED

10 STATUTE 4240710

ACTION
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
ADDED
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE
REFERENCE

10 STATUTE 4477030

ACTION

REFERENCE
REFERENCE
REFERENCE
REEEBRENCE



16

N

3

r - " SFEET
IK THE LEGISLATURE OF TilE STATE OF ALASKA

\ J/ TWELFTH LEGISLATURE - FIRST SESSION
/ - A BILL
For an Act entitle:!: *"An Act relating to the Alaska Railroad; establishi
-the Alaska Railroad Corporation.: and providing for

effective date.” .
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;
* Section 1. AS 42 1is amended by adding a new chapter to read:
CHAPTER . 40. ALASKA RAILROAD ACT.
ARTICLEol- CREATION AND ORGANIZATION.

Sec. 42.40.010. ALASKA RAILROAD CORPORATION. The Alaska®™ Railrc
Corporation is established as a public corporation of the state. Th
corporation 1is an instrumentality of the state in the Department of
Transportation and Public Facilities, but has a legal existence indep
dent of and separate from the state.

Sec. 42.40.020. GOVERNING BODY. The board of directors of th
corporation shall conduct the business of the corporation.

Sec. 42.40.030. APPOINTMENT AND COMPOSITION OF BOARD. (@ Th

board of directors of the corporation consists of the commissioner c

transportation and public facilities and five public members appointi
by the governor. *The public members may not be public officers or

employees. Appointments, to the board shall be made without regard t

political affiliation and shall represent the state"s geographic inte

ests to the maximum extent possible.
(b) Public members appointed to the board must include at leas

one banker, one attorney, one economist, and one person engaged 1In pr

vate business.

.orrdm* - SN m - WF)frY, >tV ./m 1
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members of the board serve for a term of four years.

(b) A vacancy on the board shall be filled by appointment by th
governor and the appointment must be confirmed by the legislature 1in
joint session. A member selected to fTill a vacancy holds office for
fhe balance of the full term for which his predecessor on the board w«
appointed.

(c) A vacancy on the board does not 1iImpair the authority of a
<g.uorum of members to exercise all the powers and perform all the duti»
of the board.

Sec. 42,40.050. CONFLICT OF INTERESTS. Upon appointment and
annually during his term of office, a board member shall declare pri-
vately 1in writ?ng to the governor and the board any }inancial or busii.
interest he has which might conflict with the public nature of his
membership on the board. -1f there is a conflict, the board may ask t*
member to abstain from decisions resulting in a conflict or to resig
from the board.

IQ"Sec. 42.40.060. COMPENSATION AND EXPENSES. Members of the boai
receive no salary, but are entitled to per diem and travel expenses
authorized by law for other state boards.

Sec. 42.40.070. QUORUM AND NOTICE OF MEETINGS. Four members ai

a quorum Tfor the transaction of business unless the bylaws require i

larger number. Notice of a meeting of the board must be given to eac

member.

Sec. 42.40.080. PUBLIC BOARD MEETINGS. The meetings of the boa
¥

are” public.
Sec. 42.40.090. MINUTES OF MEETINGS. The board shall keep minu

. 2.
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counsel for the corporation. He shall advise the corporation m Jj;

matters and represent it In suits.

Sec. 42.40.110. PRESIDENT. The board may employ a president

manage the corporation. The president must be professionally train
.and experienced 1i1n the performance of bis duties. His selection 1
esubject to the approval of the governor. The president may not ha™

any fTinancial or business interest that migbt conflict with the mana
ment of the corporation in the public interest. The board may deleg

powers and duties to the president.
ARTICLE 2. POWERS AND DUTIES.
Sec. 42.40.120. GENERAL POWERS. The corporation may

(€D exist continuously as a corporation;

(2 adopt a seal;

A adopt bylaws and regulations governing, the business
the corporation;

(C)) sue and be sued;

5) appoint officers, employees, trustees, and agents, a
prescribe their powers and duties;

(6) . make contracts and execute instruments necessary Or c
venient in the exercise of 1ts corporate powers and duties;

) acquire by purchase, lease, bequest, devise, gift, t
satisfaction of debts, the forclosure of mortgages, or eminent dcraa
-"nder AS 09.55.240 - 09.55."»60, and hold’, maintain, use, operate,
lease, alienate, dispose of, and convey real or personal property

(8 borrow money and issue its negotiable bonds of notes
provide for and secure thc.lr payment, provide for the rights of the
holders and purchase, hold, or dispose of any of its bonds or note

-3-



ccpt that 1t may not 1incur secondary liability by guaranty or endorse-
ment of the obligations of another corporation or legal entity, except
endorsement of checks, bank drafts, or other commercial paper 1iIn the
ordinary course of business;

(10) accept grants or loans from and contract with the
federal government, the state, or its” political subdivisions, and to
that end comply with the provisions of federal, state, or local prograi
when necessary;

(1)) acquire, hold and dispose of stocks, memberships, con-
tracts, bonds, or other interests 1iIn another corporation or legal
entity, and exercise the powers or rights in connection with these

interests which are provided in contracts or agreements and which are

allowed by law” concerning the satisfaction of debts;

(12) operate, maintain, and control the tracks and equipment
transferred to it by the federal government _or by any person, and be
governed by the rules and regulations of the Interstate Commerce
Commission as a rail carrier;

(13) acquire, construct, maintain, equip.and operate connec

ing, switching, terminal, or other railroads and” railroad fTacilities il

the state;
\
(1A) do what is necessary to carry out its powers and dutie

under this chapter or other laws of the.state, or the laws and regula-
tions of the federal government.

Sec, A2.A0.130. OPERATION OF ALASKA RAILROAD. The corporation

shall operate the Alaska Railroad after it is transferred to the corpo

tion by the federal government, and may extend the operations of the

Alaska Railroad to the extent that the corporation considers desirable



Vi —

in accordance with the Administrative Procedure. Acf (AS 44_.62) to
implement this chapter.

Sec. 42.40.150. ANNUAL REPORT. The board shall prepare and dis
tribute to the governor and to each legislator by December 30 of eac
year a report describing the opergtions, financial condition, and
short- and long-term plans of the corporation. The board may includ
in the report suggestions for legislation relating to the structure,

powers, or duties of the corporation or relating to the operation oi

xailroad facilities of the corporation.

Sec. 42.40.160. ANNUAL AUDITS. The board shall have the finan
cial records of the corporation audited annually by the legislative
auditor. If an audit is conducted by a private certified public acco
tant, the legislative auditor »iay accept that audit in satisfaction t
the requirements of this section. The legislative auditor may pre-
scribe the form and content of the financial records of the corporati
and may have access "to those records at any time.

ARTICLE 3. FINANCIAL PROVISIONS.
Sec. 42.40.170. BONDS AND NOTES. () The corporation, by resi

lution, may issue bonds and bond anticipation notes to provide money

carry out its purposes.

(b) The prin%ipal and interest on the bonds or notes of the
corporation is payable from corporation money or assets. Bond antici
tion notes may be payable from the proceeds of the sale of bonds or
from the proceeds of sale of other bond anticipation notes or, if bci

or bond anticipation note proceeds are not available, the notes may 1

paid from other money or assets of the corporation. Bonds or notes n
be additionally secured by a pledge of a grant or contribution from t

-5-



(c) Bonds or bond anticipation notes may be issued in one or r
series and shall be dated, bear interest at the rate or rates per y
ior within the maximum rate, be iIn the denomination, be in the forn
teither coupon or registered, carry the conversion or registration p
visions, have the rank or priority, be-executed i1In the manner and fc
be payable from the sources in the medium of payment and -place or
places inside or outside the state> be subject to authentication by
trustee or Tfiscal agent, and be f"abject to the terms of redemption v
or without premium, as the resolution of the hoard may provide. Bo
anticipation notes shall mature at the time or times"as may be dete
mined by the board. Bonds shall mature at the time, not exce ig
years TfTrom their date, as may be determined by the hoard. Before t
preparation of definitive bonds or bond anticipation notes, the corp
ation may issue interim receipts or temporary bonds or bond anticipa
notes, with or without, coupons, -exchangeable for bonds or bond
anticipation notes when these definitive bonds or bond anticipatio
notes have been executed and are available for delivery.

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

(e) IT an officer whose signature or a Ffacsimile of whose sig
nature appears on bonds or notes or coupons attached to them ceases
be an officer before the delivery of the bond, note or coupon, his

signature or fTacsimile 1i1s valid the same as if he had remained in

office until delivery.

™ In a resolution of the corporation authorizing or rel.cting

the 1issuance of bonds or boncl anticipation notes, the corporation h.



(€D to pledge to any payment or purpose all or any part c
its revenues to which 1i1ts right then exists or may thereafter exist
and the money derived from the revenues, and the proceeds of its bom
or notes; b *

(2) to covenant against pledging all or any part of its re
enues, or against permitting or sufferl!. a lien on the revenues or i
property;

©)) to covenant as to establishment of reserves or sinkin
efunds and the provision for and the.regulation and disposition of th
~reserves or sinking funds; -

(A) to covenant with respect to or against limitations on
"right to sell or otherwise «dispose of property of any Kind;

o) to covenant ac *o bonds and notes to be 1issued, and
their limitations, terms and conditions, and as to the custody, appli®
tion and disposition of the proceeds of the bonds and notes;

(6) to covenant as to the issuance of additional bonds or
notes, oras to limitations on the issuance of additional bonds or
notes and theincurring of other debts;

(7) to covenant as to the payment of theprincipal of or ii
terest on thebond”or notes, as to the sources and methods of paymenl
as to the rank or priority of the bonds or notes with respect to a lit
or security, or as to the acceleration of the maturity of the bonds o
notes;

€©)) to provide for the replacement of lost, stolen, de-
stroyed or mutilated bonds or notes;

O to covenant against extending the time for the payment
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privileges of their exchange for other bonds or notes of the corpor

tion;
(11) to covenant to create or authorize the creation of

special TfTunds of money to be held iIn pledge or otherwise for operat:

expenses, payment or redemption of bonds or notes, reserves or othi

purposes, and as to the use and disposition of the money held iIn d

funds;

(12) “to establish the procedure, if any, by which the ter
of a contract or covenant with or for the benefit of the holders c

bonds or notes may be amended or abrogated, the amount cf bonds o:

notes the holders of which must consent to amendment or abrogation,

the manner i1n which the consent may be given;
(13) to covenant as to the custody of any of its properti

or investments, theilr safekeeping and iInsurance, and the use and dis

ition of insurance money;

(14) to -vest In a trustee or trustees inside or outside t

state property, rights, powers, -and duties 1in trust as the corporat:

may determine, whjch may 1include any or all of the rights, powers a

duties of any trustee appointed by the holders of bonds or notes of

corporation, and to limit or abrogate the rights of the holders of

bonds or notes of- the corporation to appoint a trustee under this

chapter or 1limit the rights, powers and duties of the trustee;

(15) to pay the costs or expenses incident to the enforce

of the bonds or notes or of the provisions of the resolution or" of

covenant or agreement of the corporation with the holders of its bo

or notes;

(16) to agree with a corporation trustee which may bu

-8-
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outside the state as to the pledgfng or assigning of revenues or fu

which or 1in which the corporation has any rights or 1iInterest; the
agreement may Tfurther provide for other rights and remedies exercise
by the trustee as may be proper fTor the protection of the holders =
bonds or notes of the corporation and not otherwise in violation of
-.and may provide Tfor the restriction of the rights of an individual
mholder of bonds or notes of the corporation; -

(17) to appoint and provide for the duties and obligations
a paying agent or paying agents, or other fiduciaries as the resolut
may provide inside or outside the state;

(18) to limit the rights of the holders of bonds or notes
"the corporation to enforce a pledge or covenant securing the bo,nds *
notes; and

(19 to make covenants other than and iIn addition to the
covenants expressly authorized i1In this section, of like or differen
character, and to make the covenants to do or refrain from doing th
acts and things as may be necessary, or convenient and desirable, i
order to better secure bonds or notes or which, iIn the absolute disci
tion of the board will tend to make bonds or notes more marketable,
notwithstanding that the covenants, acts or things may not be enumera

in this section.
*V

Sec. 42.40.180. INDEPENDENT FINANCIAL ADVISOR. In negotiating

the private sale of bonds or bond anticipation notes to an underwrite

the board shall retain a financial advisor who 1Is iIndependent from ct

underwriter.
Sec. 42.40.190. VALIDITY OF PLEDGE. The pledge of assets or

revenues of the corporation to the payment of the principal or intere:

on bonds or notes of the corporation is valid and binding from the tit



The lien of a pledge 1is valid and binding against all parties havi
claims of any kind i1n tort, contract, or otherwise against the corp.
tion, 1irrespective of whether those parties have notice of the lien
the pledge. Nothing 1in this section prohibits the corporation Tr(
selling assets subject to a pledge, except that a sale may be restr:
eed by the trust agreement or resolution providing Tfor the iIssuance
the bonds or notes.

Sec. 42.40.200. REMEDIES. A holder of bonds or notes or ol
coupons attached to them issued under this chapter, and a trustee ur
a trust agreement or resolution authorizing the issuance of the bor
or notes, except as restricted by a trust agreement or resolution
either at law or 1iIn equity, may enforce all rights granted under th
chapter or under the trust agreement or resolution, or under any otl
contract executed by the corporation under this chapter, and may enf
and compel the performance of all duties required by this chapter or
the trust agreement or resolution to be performed by the corporation
by an officer of it.

Sec. 42-40*;?0- NEGOTIABLE [INSTRUMENTS. Bonds and notes anc
interest coupons attached to them issued under this chapter are
negotiable instruments under the laws of this state, subject only t
applicable provisions for registration.

Sec. 42.40.2. O. BONDS AND NOTES ELIGIBLE FOR INVESTMENT. Bon.
and notes issued under"this chapter are securities in which all publ
officers and pub.ic bodies of the state and its political subdiviTsiot

all insurance companies, trust companies, banking associations, inve;
ment companies, executors, administrators, trustees and other fiduci.

ies may properly and legally invest funds, including capital in thei

- 10.
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ewith a state or municipal otricer ot any agency or political sudoivi

. \ VoI f "fﬂ‘rtglp' 017 -l
sion of the state for any purpose fTor which e deposit ofzrkbonds or

notes of the. state is authorized by law.

Sec. 42.40.230. REFUNDING BONDS. Jj@@ The corporation may pro
vide fTor the issuance of refunding bondsfor the purpose of refundin
any bonds then outstanding which have been 1i1ssued under this chapter
including the payment of an}r redemption premium on them and any inter
est accrued or to accrue to the date of redemption of the bonds. Th
issuance of the refunding bonds, the maturities and other details of
them, the rights of the holders of them, and the rights, duties and
obligations of the corporation in respectof them are governed by tin
provisions of this chapter which relate to the 1issuance of .bonds,
insofar as those provisions may be approprigte-

(b) Refunding bonds may be sold or exchanged for outstanding
bonds issued under this chapter and, 1f sold, the proceeds may be
applied, in additio.n to any other authorized purposes, to the purchase
redemption or payment of the outstanding bends. Pending the applica-
tion of the proceeds of refundinz]tI bonds, with any other available
money, to the jjayr)r;ent of the principal, accrued interest and any redei
tion premium on the hoods- being refunded, and, if so provided or per*
mitted in the resolution authorizing the 1issuance of the refunding
bonds or iIn the; trust agreement securing them, to the payment of any
interest n the refunding bonds and any expenses in connection with tl
refunding, the proceeds may b%e invested in direct obligations of, or

obligations the principal of and the interest on which are unconditior

ally guaranteed by, the United States of America which mature or whic

will be subject to redemption, at the option of the holders of them,
not later than the respective dates when the proceeds, together

-11-



See. 42.40.240. CREDIT OF STATE NOT PLEDGED. (a) The corpor,
emay not pledge the credit or the taxing |.c')'(')\Lver of the state or its
political subdivisions;, The state and its political subdivisions c
not liable for the debts of the corporation.

(b) Bonds and notes_ issued under this chapter do not constitut
-<3ebt, Uliability, or eobligation of the state or of a political -
esubdivision of the state or a pledge of the faith and credit of tli
state or of a political subdivision but are payable solely from d;
revenues or assets of the corporation. Each bond and note issued, ur
this chapter shall contain on i1ts face a statement that the corporat
is not obligated to pay it nor the interest on i1t except from the
revenues or assets pledged for it and that neither the faith and ere
nor the taxing power of the state or of a political subdivision of 1
state is pledged to the payment of the principal of or the interest
the bond or note.

Sec. 42_.A0.250. OFFICERS NOT LIABLE. An officer or employee

the corporation is not subject to personal liability or accountabill

because of his execution of bonds or notes or the issuance of them
P * *

Sec. A2..40--2.60. TAX EXEMPTION. () The exercise of the powe
granted by this chapter will be in all respects for the benefit of t
people of the state, for their well-being and prosperity, and for d
improvement of their social and economic conditions, and the corpor.
tion 1s not required to. pay a tax or assessment on any property own-

by the corporation under the provisions of this chapter or on the

income from the property.

(b) Bonds and notes issued under this chapter- are declared to

issued by a body corporate and public of the state and for an essent:



to pay or secure the payment of the bonds and notes, or iInterest on t
bonds and notes, are exempt from taxation except Tfor inheritance,
transfer and estate taxes.
. ARTICLE 4. _GENERAL PROVISIONS.
Sec. 42.40.270. DISSOLUTION. After payment in Tfull of i1ts bon
and notes, or after depositing in a trur.t sufficient money to secur

the payment of its bonds and notes, the board may dissolve the corpoi
tion by the majority ‘vote of i1ts directors. Dissolution is not e;fe
tive until the legislature confirms it by law. The effective date c
dissolution is the date the legislature c.onfirms the dissoluti'on or
date determined by the legislature at the time of confirmation. Assc
remaining after satisfaction of liabilities and obligations of Lie cc

poration shall be deposited to the credit of the general fund of th

*

state.

n Sec. 42.40.280. PERSONNEL EXEMPT FROM STATE PERSONNEL ACT. T*
personnel of the corporation are 1iIn the exempt state service under

AS 39.25.110. er -

Sec. 42.40.990. DEFINITIONS. In this chapter, unless the contc

cleari’y indicates otherwise, .

(€¢H) "board"™ means the board of directors of the Alaska Raj

road Corporation;
(2) "corporation™ means the Alaska Railroad Corporation;

(€)) “"railroad and railroad fTacilities”™ includes, but Is n

limited to, tracks, spurs, switches, terminals, terminal facilities

road beds, rights-of-way, bridges, stations, railroad cars, locomotii
or other vehicles constructed for operation over railroad tracks,

-13-



? necessary for the operation of a railroad.
4 * Sec. 2. APPOINTMENT OF FIRST BOARD OF DIRECTORS OF ALASKA RAILROAD
5 "RPORATION. The governor shall designate the terms of the members of the

6 [board of directors of the Alaska Railroad Corporation Ffirst appointed unde

7AS 42_. 45D.03D enacted in sec. 1 of this Act. Of the five members Tfirst

*

8 jappointedr : )

9 (1) one shall serve a term of one year;
0 (2) one shall serve a term of two years;
1! (3) one shall serve a term of three years; and
2 (4) two shall serve a terh of four years.
* Sec. 3. NEGOTIATION FOR TRANSFER OF ALASKA RAILROAD. () The. boar

4 of directors of the Alaska Bai.lroad Corporagion established in AS 42_.A0.03
enacted iﬁ sec. 1 of this Act'.shall enter into negotiations with _the appr;:
priate officers and a'gencies of the federal government at the earliest’\t'ir

acticable for the transfer of ownership of the Alaska Railroad to the
I'corporation and may enter into agreements necessary to accomplish the tran
fer subject to money available from appropriations for the purpose.

0 ) An agreement, entered intoeunder (a) of this section may Iinc

i put is not limited to, provisions under which the Alaska Railroad Corpora

2 tion sgrnes to

3 (@&D) accept all_real and personal property, transferred to it b;

X the federal government;

(@) assume all r.Ights and obligations“of the Alaska Railroad i

>6jthe time of the transfer of ownership;
7 (©)) retain those Alaska Railroad employees who wish to remair

Blemployed by the Alaska Railroad Corporation after the transfer of ovnersho

i @ pay salaries tp the employees described 5n (3) of this sul



[ €)) preserve the retirement, sick leave, annual leave, and oth?
|]accrued benefits of the employees described in (3) of this subsection;

- (6) in order to satisfy an agreement described in () of this

subsection,

A) enter iInto or adopt the 1i1ame benefit programs in whic
the employees participated before the transfer of ownership or entei

into or adopt other benefit programs which provide the same or simile

benefits and which will recognize the accrued benefits of the employe

*

and :

(B) enter into negotiations with the collective bargainin
representatives and the managerial representatives of the employees a

submit any disagreements to arbitration under the Uniform Arbitratio

Act (AS 9.43).

(©) In this section, “Alaska Railroad™ means the railroad and

roperties owned by the federal government under the nnhority of 43 U.S.C

secs. 975 - 975g. .

* Sec. 4. This Act takes effect immediately i1In accordance with AS 01.1

070(c) .- *



DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES PRI AL AskA ogB11
DEPUTY COMMISSIONER-PLANNING AND PROGRAMMING wo/vF:(907) 465-3900

February 4, 1983

The Honorable Pappy Moss
Senator

Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator Moss:

Enclosed please find a copy of "An Assessment of the Alaska Railroad -
Ownership and Operational Alternatives"™ as you requested. Unfortunately,
this is the only copy available from our office although others may be
available through the State Library.

If our office can be of further assistance to you, please call.

Sincerely,

Deputy Commissioner

cc: Emil Notti
Office of the Governor

Enclosure
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TESTIMONY

BEFORE

THE /\LASKA SENATE TRANSPORTATION COMMITTEE

APRIL 6, 1982

JUNEAU, ALASKA

H. L. SCHUYLER

SEA-LAND SERVICE, INC.



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 1S 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 UNQEz WHICH THE

*3/- "
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 C7 TRANSPORTATION

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

2. THE OPPORTUNITY FOR THE PROPOSED RAILROAD AUTHORITY TO SELL BONDS OR BONE
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 1S PARTICULARLY WORRISOME AS THE ALASKA RAILROAD AUTHORITY COULD

i.V, ) m” ;V_
VERY WELL BECOME A STATE TRANSPORTATION SYSTEM WITH NO COMPETITION AS THE
* [ ] | b [ |

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.

< GShavd.
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 SUFFLC#ENT TO RECOVER THE FULL COST OF PROVIDING THE PARTICULAR _
.\L’b_ * 3 _ . e w

TRANSP?RTATION CONCERNED, TAKING INTO FULL ACCOUNT THE LEVEL OF SUBSIDY
AND THE COST OF BORROWED CAPITAL.  SEA-I 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 1T IS OUR
BELIEF THAT THE RAILROAD SHOULD BE SUBJECTED TO THE SAME LAWS AS ARE THE

] e n - - - «0% - Y-
PRIVATE CARRIERS. IN SHORT, WE SHOULD ALL PLAY BY THE SAME.RULES.

;I AM SURE:Z,.YOU GENTLEMEN ARE AWAR

-" m V. QN o=
VIRTUALLY ; DEREGULATED INTERSTATE:RAIL SERVICE. AS A PRACTICAL®" MATI1ER,
am " - -a -
THE ALASKA RAILROAD AND ALL OTHER,MAJOR RAIL LINES ARE TOTALLY UNREGULATED..

s Vo, AL, . i s
WHILE DEREGULATION MAY BE GOOD IN THEORY, THE TRADE BETWEEN ALASKA AND THE

LOWER 48.1S IN ESSENCE_A MICROCOSM: .. ALL TRANSPORTATION. MODES COMPETE
DlRéCTEY:WlTH EACH OTHéR EORi%HE]SAME BASIC CONSUMABLES.: WE:ZREADILY 1

) .V * me - - .
ACKNOWLEDGE THAT LARGE PORTIONS OF THEYALASKA 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.

- # e - memle v

THE BI\I/_L- PROVIDES FOR THE ESTABLlIVSHl\{IENT OF CONTRACT RATES BY THE RAILROAD.
) y .

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 ENVISIONED 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 1S UNREGULATED AND IMMUNE FROM SUIT. WE CANNOT LEGALLY



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.

CHALLENGE ,THE STATE"S ABILITY.; IN-THIS AREA
. fn -
SHOULD NOT BE LODGED WITHIN THE AUTHORITY BUT

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

THE RAILROAD AUTHORITY TO APPROACH THE STATE T8 BETAIN T ABILITYV-for ™ » fuB

ACQUIRE THE NECESSARY RIGHTS OF WAY.

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

[/ TxC . i o] r N ASED” §e) i
CONFIDENTIAL. WE URGE THAT THIS ABILITY IS SUBJECT TO POSSIBLE ABUSE.
V. EoE | \ EEER"__ _e_enm - - e " \

AT A MINIMUM, ALL RATES, RULES, PRACTICES, DIVISIONS OF;REVENUE ifCONTRACTS,

WE, AT-SEAMLAND, 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 POSSTBLE COMPROMISE WHICH WILL WORK TO THE BENEFIT OF THE
STATE, ITS CITIZENS, AND rHE TRANSPORTATION CARRIERS SERVING ALASKA. TO THIS
END, 1 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.

= A -
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Nnfassess.ingJ-the

Entry;byythe Rai Irnad*.into the- Water -Car ierFortMotor Carrien Business
SyRte phivats e¥Mners de¥ire Ie:g~is|étWon \A/r{ich'\ﬂ/?ll prohibit/ V=)
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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2N -Antitrust:?
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a'' state-owned -mlroadVunder”~boW/"" anti trust;

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

3 Ratemaking Policy:
Private carriers desire specific legislative amendments which

would prohibit a state-owned railroad from charging rates which



‘alevbel ow those Charged-byAprivately—ovm'ed—xarriers,lforM(:A
A"Mght smwhnclv?ss-cdmpetive ™ bhawgis-7
tompete for-"the -"saetrafficr where”-the races-”

treefs or

ahdf operated

allowed to do so

ANSWERS TO QUESTIONS HE HAVE BEEN ASKED:

In making our feelings known, we have been asked the following questions by
>, eymVee>* * * “ g 1

= many individuals:

il

TR t -
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~ohjglymhat-1theMCCvi sWOt

AnnonrghtViadstatcfownlcan™aj JAriTrstfrrosrceMi M),

Sndn"rec;t’siTbsidization. towrej

a viaDle method of ensuring that the economic advantages enjoyed by a
state-owned railroad are not utilized unfairly against the railroad"s

privately-owned competitors.
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of either direct or indirect subsidies — if the railroad can legitimately
price below the private carriers and still earn a profitj they should

certainly be allowed to do this.

Position of the Private Carriers on the Expansion of the
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Yllﬂ"n’)al 1_"members, of the publ ic _sector.;,tocensure that.,the state-ar.nves
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at the fairest, and easiest-to-enforce legislation.

Isn*t This Only a "Tempest iIn a Teapot™ and iIn Fact Private Carriers
""Continue to do Business As Usuall No Matter How the Transfer of

Occurs?

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

we will close our doors. We also do not feel that this
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0 both:dlref/~rd]|Mirect ;subsidies ,nt:: no constraints on mtholriuse. =
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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 Wouid slow down if these carriers were faced WEth unrestrained
y ™ o> - Y | me/y -m >
competition from a state-owned railroad which had access to both direct

and indirect subsidies. * N o Te



“e _e*

- - N

AR~ A\—ACI‘I'AI’heVBlll would Jtﬂd two .new -ehapViiro to the Alaska Statutes "to

g-jJ™/ VproTdde £or;* -CI) icatflblislnnent of a "'State of Alaska Railroad Transfer

_ W4T 9 T% m-7_EEeNe-— g *
£2/* j*T«taran ."to negotiate, tfonalder, end make recommendations With reaped
I*v W&i\‘ e ecccoe™ 4 ***e - }
=T r tm"the -fermc of any transfer,, sale or lease of the Alaska Rallroad to
N -State *nd; (2) es_tablishment of an 1Alaska Railroad Authority*l
*-2. < < R j , n P
*xex = Which would jadmim*tcr the Alaska Reillroad and Its properties

subsequent to any trjansfer.

\ . .

t

TRANSFER TEAM {

Section 1 of th : bill would add a new chapter to the Alaska
Statutes which woulcf establish the State of Alaska Raiboad Transfer
Teem. The Team tvruld be comprised of three members: one ap-—
pointed by the Scnalle; one appointed by the Rouse of Represents-
tlves; and one.appointed by the Governor*

Establishment oj%-the Team would ncci mplish two Important objec-
tiveK. It would be{lindependent of the organization that would
ultimately have .reap mcibllity for operating the RnSlroa-i® Thus, the
team would be able © provide the legislature and the governor with'=

advice as to the desirability of any proposed transfer, aala, or lease
o s x 7 !
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ANANANV thedrReLrogd o ﬂre—j‘ﬁaaﬂa‘mat Wmld nothe mfluenced by any
Jh-wr-naIT = — e % > mee *_ &

AMgithe]tiaet«il _goxrttrnmejnt with ta :foeaFpoint for its dealings with "the .

SAARF:Atatfc mihpreSpact fotthe” M‘aska Railroad. Thus, the establiahrflentof -”

*/\*4* *A" kA *p ° « (6 » A
dsh<mld. Jad]itate. effectlve presentation of a uniform posmon
VzZj - VO J i e - \f% 7 ed e . "~ ’
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liaison with respect to federal

] 'legislative and admin strative actions affecting the Alaska Railroad or

e

t*he "transfer of the Kwlroad. but could not bind the State to accept

K -y-J R
the Railroad. 'Bmdirfg acceptance of the Railroad v;ould be subject to

the state legislative ~recess. Members of the team would serve at the
r

pleasure of the organizations which appoint them and the team would

be authorized to com ncnce itt* activities as soon as two *pl Its members

ore appointed. ;
[
To enable the ~eam to carry out its duties, the bill would also

provide appropriatians for the Team's operating expenses for the
fiscal year ending jJ]Je 30. 1983 and for the' balance of the current
t

fiscal year.. 1
i
ALASKA RAILROAD AUTHORITY
Section 2 of tthZ) bill would add 0 new chapter to the Alaska.

W . Statutes which woul{f catnblicih the Alaska Railroad Authority, to

p?h-" operate and administer the Alaska Railroad subsequent to any "transfer
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ARARANA 6’\hgBStet’\":The”\ciweics"\or'the'Authority “would die -»rosted in jl

- T M e - \VARVAVES

deb twonld Zhave the -authority do blr* a fresldant .

ITg’:—g[e. tmuld be compensated far expenses.
£7:7vV w-‘The .Board would have full authority to undertake all or the
factions necessary fo{r the operation, maintenance, and expansion .of
~ ::- - the Railroad, it may hire ataff, enter into contracts., iuaue bonds,
| .and accept grants fi*om the federal government and the state. The
Board may delegate jits powers to the President except for the
powers tc issue boJde and to undertake capital projects with an
estimated completion jessl: greater than $1 million-
The revenues glemerated by the Railroad would be pieced in «
revolving fund available for maintenance, operation, and expansion of
the Railroad. ThuB,j ths proposed bill would establish, 5t essence, a

corporate organlzatiojn. ablo to make day-to-day operating decisions

without reaort to the appropriations process.
. \
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JDBAFT-"L2/317S1~ .7 Introduced:

- X Referred: "Transportation -and*
< Finance
IN THE SENATE . BY DANKWORTH -AND KERTTULA * 3 L
11 r., ; * « SENATE BIEL NO* NT ] * . ' | =

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - SECOND SESSION
mA BILL

For m Act entitled: «"An Act relating'to the Alaska Railroad.” =
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42 is amended by adding a new chapter iv

read:

"CHAPTER 41. TRANSFER OF ALASKA RAILROAD

Sec-- 42.41.01.0, RAILROAD TRANSFER TEAM
.................. j@ There Ic hereby established the "State Of Alaska
Railroad Transfer Teem", to be comprised of three
members: one member to be appointed by the senate,
one member to be appointed by the house of represen-
tatives, and one member to be appointed by the gover-
nor.
(b> The team shall have the following duties:
(1) *> serve as the liaison or the State of Alaska to

the United'States Congress end federal agencies ydth



(c)

respact to any federal .legislation or administrative
actions to transfer, nil, or lease the Alaska Railroad
or any of its properties to ‘the state of Alaska, or with
respect ‘to any federal legislation or administrative
actions affecting the nature or extent of the present

or future properties of the Railroad., including- matters

. with respect to future rights-of-way for the Railroad,;

{2} to conduct investigations nnd gather facts and,
on the basis of such information, recommend to the
sonata, house of representatives, and governor
whether or not acceptance of any proposed transfer,
sale, or lease of the Alaska Railroad or any of its
properties from the federal government to the state of
Alaska is in the beat Interest of the state; and

(3) to report periodically, and not less than
semi-annually, to the legislature and the governor
regarding Its activities.

The team shall have the following powers®

(1) to hire staff, legal counsel, or consultants ait
required to carry out its duties described in this

section; and



tagreement

7~ .rer, II}—\ o\ ;.'—)’ = im- -
bhe tran sfier Fsiwe Sor- W "’4t—v
T 1 =0" —>e4§ -

Its propextles to the
state irom tne leaenu government except in accordance W|th
the provisions of this section.- Any recoimnendaiions made
by the tenm wiltn regard t ‘ve Alaska Railroad shall be
binding upon the State of A.*aka only upon enactment of
appropriate enabling legislation.

(f) The authority of the team chan become effective as

soon after enactment of this section as two members of the
team are appointed. V

Cg) The team shall be disbanded and Its authority shall

expire upon the signing of s agreement effectuating the

transfer or sole of the Alaska Railroad to the state.

T %7



c (KD "Member* oirthe team .shell receive no balary, but *re
entitled ~o -per diem and travel expenses authorized by law
.for utate boards -and commissions under AS 39 20 180 .-
- < Members of -the team *crve .at.;Jte..pleasure of the <
orrgmdzxxtions -which -appointed them.
r: CD 7.1Xhe mini of is appropriated from, the general
Xe - :fund, to -the tesm for:operating expenses for the fiscal year
ending June SO, 1982; the sum of $  is appropriated
Yo from the general fund to tlie team for operating expenses
for the fiscal year ending Jugle 30,- 1983.
* Section 2- AS 42 is amended by adding a new chapter -to
rend-.
"CHAPTER 40. ALASKA RATLROAD AUTHORITY
ARTICLE 1. CREATION AND ORGANIZATION.

Sec™ 42.40.010. ESTABLISHMENT OF AUTHORITY. The
Alasks Railroad Authority Is established as a public corporation
of the fltate.

Sec. 42.4Q.Q20. GOVERNING BODY." The powers of the
authority are vested In the board of directors. However, the

board Mady not exercise Its powers until elthon CIl the state

enters Into on agreement for the transfer, sale, or lease of the



