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Chairperson:

Fairbanks:

Chairperson:

Fairbanks:

Chairperson:

Williamson:

Chairperson:

Williamson:

Chairperson:
Williamson:

Davis:

Have you been able co hear che discussion chac"s
been aoing on in ch? Commiccee Room.

Yes

Do you have someching ac chis cime chac you would
like co cescifv or give some commencs?

There"s several genclemen here chac represenc vari—
ous [indiscernible] in che crucking induscry |
believe chac are going co have a spokesman.

A1l righc. Would chac person like Co come forward
and scace Cheir name, cheir occupacion and proceed
wich cheir commenc.

My name 1is Ken “Williamson. I"m Terminal Manager for
Lvnden Transport here in Fairbanks.

Yes, go ahead Mr. Willaimson.

We all Cescified, as you mencioned earlier on chese
hearings, and quiCe a few of us here 1in Fairbanks and,
like you earlier mencioned, everyone seems Co be a
Lictle opposed co che regulacions. I chink che main
reason 1is che face chac chere"s a loc of equipmenc
ouc chere chac"s sec up chac will, che operacions
will be hindered in a safecy manner 1if chey have co
be run wich Che less driver weighc which chis law
would force us Co run, primarily in che Canker
business. I also feel very scrongly chac che law
would evencually be circumvenCed by a loc of people
crying co haul more weighc by caking a corch and
cuccing che scrings so che axle doesnoc lift to gee

chem by <che scale. They can go pasc che scale and
do what Chey wane Co do or slide backwards off che
hill ;r whacever. I chink che induscry has preccv

much Cestified chac chey"re really againsc chis
proposal and mosc of us wish che scace would kind of
leave it alone.

Anything else, Mr. Williamson.

Basically, that"s it.

Thank you, Mr. Williamson. Just a question, | guess
is Chat it looks like you"re quite away down che
road on Chis and, not co usethac pun | suppose, and

what happens if they do become implemented? Do you
see, as you said, do you see people circumventing
Che law and we certainly don"t want to make a worse
situation chat we already have. Do you have any
""what ifs" or suggestions to the Committee if chese
chings do become law?
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uliiianson:

Davis

Williamson:

Chairperson:

Williamson:

I ;erinire® ree_ chac mere wilj. oe people cut
chere chac are coins co circumvent che Law. You
have a Loc of problems, insurance problems right
now, 1 chink chis will worsen chis issue because of
people who are going co be forced co cry zo haul
produces ac a race which is already co low in many
cases. We have a loc of serious problems chere on
che road righc now wich safecy and, as you well
know, 1insurance. I chink chis 1is goi; , co worsen
chac because people will cry co operace when cha
condicions are such chac chey should noc. ey will
leave chac axle down and chey will cry co ouil che
hills wich 1ic, creacing a problem.

Mr. Williamson, one of che chinas chac | calked co

che Chairman abouc was che insurance issue and
problems chac chac®s making for your induscry and if
you have any comments co chac efface, we"d cercainiy
welcome, 1'm sure Madame Chairman would cercainiy
welcome chose now because che life axles are cercainiy
an eiemenc, as you say, if we have a trucking induscry
chac becomes mors prone co any accidents, chac's
cercainiy going co affecc all of you and all of us
indirectlv. Buc, so, 1if you have any commencs on

chac, we"d cercainiy appreciace Iic.

Yes, | do. Lasc year when we lose Che A.T.C., we
practically have no governing agency chac will police
che 1insurance issue or che safecy 1issue. Our company

has a craccor in our yard chac"s cocalled, che
driver, chac was seriously injured, che ocher carrier
had no insurance. 1 have calked co che Department

of M.ocor Vehicles, Department of Public Safecy,
Deparcmenc of Commerce, che Attorney General®s office
to "try co gee someching scraighcened ouc and ac

lease cry co gee chis company co prove insurance.
Currently ic"s againsc che law Co operace a commer —
cial vehicle in che scace of Alaska without 1insurance.
There 1is absolutely no peak ptic in che law whatsoever
and no one monitors chis sort of ching.

Mr. Williamson, if I mighc Lncarjecc a statement or
question here. Would 1ic be your recoramenaacion,
perhaps, chac chis Commiccee cake inco consideration
some type of legislacion chat would delve 1inco chac
law.

Absolutely, Bette. There®s someching has co be done
on Chis because you know we don"c wane co kill a
bunch of kids in a school bus and chen say we should
have done something. Unfortunately, I would escimac:
chac probably 10% of che carriers north of Fairbanks
ar “ currentlt ooeracing without insurance ac chis
cic.e.
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Chairperson:

Davis:

Williamson:

Davis:

Williamson:

Chairperson:

Valdez:

Chairperson:

Chiller:

Thac"s a large estimate and | see che danger. Do
you have someching more, Representative Davis.

Yes. Mr. Williamson, 1I'm, as you can cell, currently
out of town, buc | have a member of my scaff chere
and I will be glad co sic down wich you or anyone
else and work wich che Chairman co cry co puc some
ceech inco che law. So, 1if you have some comments
chere, 1 believe chac you can gee a copy of che
legislation chac was passed last year there fronm
Legislative Affairs. 1"Il1 be chere for a couple

more weeks and will be glad Co sic down and cryco
help work something ouc.

Okav, we have a copy of ic here and have been looking
ac ic. Also, | have calked to ocher members of che
Department of Commerce and different places, and
people are interested and wane co do someching. |
chink che main reason or main problem is Chere 1is
apparently no funding for chis and also no directive
as Co whose responsibility chis is after when che
A.T.u. was abolished lasc year.

Mr. Williamson, 1 chink we can gee an AG"s opinion
co find ouc who would, which agency would, or which
department would have a responsibiiicy. I'm not
saying chac we can solve all the problems , buc |
think we can do some work on chis and 1°1l be back

soraecime coOmorrow. 111 be glad co meec wich you
later on chis week or next week sowe can gee working
on chis. From my angle, 1 will be glad Co helpin

anyway 1 can.
Thac would be very good.

Is Chere anyone else in Fairbanks? Mr. Williamson,

I chank you very much for your cestimony and there

are no furcher questions co be asked of you. Is

Chere anyone else in Fairbanks chac wishes co cescifv?
Thac word CesCifv is always scary, so 1°d rather say
whold like Co make any comments. Is chere anyone in
Valdez chac would like Co make any commencs? Valdez
are you able co hear us?

Chairwoman Caco, ray name 1is George Chiller, 1 am
testifying from Valdez and representing Alaska
Freight Lines, a transportation affiliated common
carriers.

Thank you, George. Will you go ahead and make your
comments.

Chairwoman Cato and members of the Committee, |1
would like to address my comments to the
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Chairperson:

3anahan:

proposed regulacions ana co be quite frank with you

I haven"t seen che la”~sc draft; however, in whac 1
understand, | woula " ,e co address my particular
comments co che gross vehicle limicacions wich regard
to che operation of o.uble 40 combination, particu—
larly ouc of Valdez. I would assume chac my commencs
would have some general applicabilicy co operation

of double 40"s in general. As a liccle background,

I would like co comment chac back in 1937, Alaska
Freight Lines applied for and was successful in
obcaining Che application and permission co operace
double 40"s on che Richardson Highwav between Valdez
and Fairbanks and since che outset of chac we have
proven ic has lenc itself in cerms of che growth of
"che craffic which has moved over che docks of Port

of Valdes to che poinc chac in September of 1984, we
received our firsc pipe shipment ever of oil-councry
tubular goods and we have been very successful since

chen. Subsequent co chac, 1in moving one of tubular
goods in competition wich ocher ports of entry in
che scace. Mow 1 can trace chis back direccly co

che operacion of che double 40"s. Primarily, we have
been able co offer our races on a compecicive basis
wich ocher modes of cransportacion and ocher ports,
and wichouc che double 40"s 1 don"c chink chac Valdes
would have achieved che race of growth chac 1is
enjoyed co chis poinc. I poinc co che face chac in
che lasc few monchs, from July co early December, we
were able co cransporc well over 10,000 cons of

cargo between our cwo companies and fully 90% of

chac cargo was cransporced on a 40 fooc combination.
So, 1ic is very significant and very importanc to us
co be able co cransporc our commodities, which are
primarily moving chrough Valdes oil councy tubular
goods, relacively low carrifs and low margins by use

of double 40 equipmenc. It .gives us significant
economies and allows us co be compecicive 1in che
area of very compecicive ac che market place. In

addressing particularly che limicacions of gross
vehicle weighc, 1 am again working in che dark, buc
ic is my understanding chac che gross vehicle weighc
limicacions for combinations will be sec based on
whac we call che bridge law, which is a trade off
between wheel base and che number of axles, ac nine
axles and 131,500 pounds. I would wish ac chis
poinc co pause and lac anybody who knows more chan |
do abouc chis correct me and chen I will resume my
commencs.

Is he correcc. Jusc one moment Mr. Banahan will
make a statement.

I"m noc sure, can you hear me? Can you hear me? In
che latesc copy of che regulacions as | have 1in my
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Chiller:

Banahan:

Chiller:

possession scace chac doubles will be permicced co
operacad on a permit basis on che Richardson Highway.
The permits, as chey are presently issued, simply
scace chac from che fronc of che firsc trailer to
the rear of the rear trailer be no more than 90 feet
in length and according to these regulations special
overlength permics may be issued in accordance wich
an Alaskan Scacuce chac"s in effect on the. route
between Fairbanks and Prudhoe Bay for c<imi-trailers
up to 48 feet in length. But, primarily wich the
route with which you®"re concerned and | know some
other people are concerned wich, that regulation has
really not been changed. From whac 1 understand,

the state Department of Transportation will continue
to regulate and allow the regulacions to give the
Division of Weights and Measures the authority to
grant permits for doubles moving between Valdez and
Fairbanks on a year-round basis.

Thank you for those comments and that clarification.
It was my understanding, based on associate conver—
sation with Division of Weights and Measures, thac
they were going to limit us co 131,500 gross vehicle
weight on the doubles at a nine axle cofiguration.
This was a recent conversation held with che Division
of Weights and Measures.

Thac is also that eight-axle or nine-axle configura—
tion is not true also. They are going to continue
do permic the combinations, doubles based on the
amount of permanent axles that are used in those
combinations. For example, 1if regular doubles
combination you would have a nine axle situation,

if you had tandems on the rear of each trailer and
a two-axle dolly, if you had a three-axle group on
the rear of each trailer and a tandem dolly, vou
would have eleven axles and that, coupled with che
bridge formula that you®re operating with right now
and your length, would determine che amount of
weight that you"d be able to haul. That will still
be permitted under this change in regulacions.

Thank you, again, for that. I am fairly familiar
with the gross vehicle weighc regulations. I have a
table in front of me, as a matter of fact, and 1 can
comment to the effect that our companies normally
used a 12 and 13 axle configuration for hauling
cargo out of Valdez and most of our combinations
have been permitted between 146-148,000 pounds. My
comments, and 1| would like to continue and 1°11 be
very short and brief to the point, if in fact the
131,500 pound weight limitation does come about, we
will suffer dearly in Valdez. With a 12 or 13 axle
combination and a reduction denying axles, it would
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jusc be completely impossible for us co compece
effectively ouc of Valdez. I chink anybody locking
ac one of chose chares can see che difference between
iec"s say for inscance, 176,000 pound permicced
gross vehicle weighc and a 131,500 pound permicced
gross vehicle weighc. You Fe looking ac roughly

a 9" raduccion in chac payload capabilicy and chis
combined wich che way races are going righc now and
che commodicies chac we"re hauling would jusc
completely puc Valdez out of che picture as far
compecing for chis type of traffic. Thank you.

3anahan: That"s right, ic would puc Valdez ouc of che piccure.
3ut under che proposed regulation changes, you will
scill be permicced co use che bridge formula based
on che number of axles you have. Although, remember
chey cannot be life axles. You will have co have
chem in a permanent position.

Chiller: Can I comment now wich regard co life axles. It
hasn"c been actually voiced or vocalized co chis
poinc, buc che reason chac che Division of Ueighcs
ana Measures, Departmenc of Transportation has a
problem wicn che lift axles 1is noc safecy, as has
been mencioned before, 1ic is because as soon as che
particular vehicle and combined wich che number of
axles under ic pulls across che scales and receives
che nod from che scales attendant and chey proceed
down che hill and prepare co go up che next one,
chac lift axle comes up. I have made a suggestion
in che pasc and 1 would hold by ic. First of all,

I figure chac che 33,000 pounds per candem is a
completely arbitrary figure and 1 don"c know how
chey came abouc chac figure. There was a loc of
mish mash chac was given out by che D.0.T., buc I
don"t see chac chat was a justification for che
numbers chac chey came up wich. I would suggest
chac chey go co a 1-0,000 pound allocation per candem
which would be in line wich che 20,000 pounds as
allowed for a dual wheeled axle under che currenc
regulacions. This would alleviate che dislocations
chac are going Co be caused by che delecior. of che
lift axle and would put most of che combinations
chat exist now and the allowance allowed under chose
combinations on che currenc charts in parody. There
would be very little change in Che status quo. |
chink Che safety at issue would be addressed and |
chink Chac che operating concerns of the trucking
companies would be addressed ir. great part. Along

with chat, another comment. I don"t believe chac
going co 38,000 pounds on Che candem and leaving the
[indiscernible, cape noise] at 32 is correct. It

violates a certain sense of proportionaiicy and_|I
chink if you"re going co raise one co 38,000, if
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Chairperson:

Chiller:

Chairperson:

Mac-Su:

Chairperson:

Pignalberi:

Chairperson:

Pignalberi:

Wendy :

chac"s che case, chen cercainir criples should go
co some higher allowance [indiscernible, cape noisel.

Than]® you very much, George. I would like co, when
I gee home and 1"m going co gee chere one of chese
days, sic down and you and |1 discuss a few chings
and gee in couch with my office and see if we can
also calk to various ocher people as far as weighcs
and measures are concerned and perhaps we can do
someching about chis.

Thank you, Chairwoman Cato, and 1°d be pleased co do
chac. Thank you, again, Chairwoman Caco and Commis—
sion for che opportunity co cescify.

Is chere anyone else in Valdez chac wishes co cesc—
ify. We"ll go now co MaC-Su. Is chere anyone in
Che Mac-Su dis.cricc chac wishes Co testify or make
comments!

Thank you Madame Chairman, our participant does
noc wish Co cescify ac chis Cime.

All righc, chank you very much. Do we have anyone
here 1in Anchorage chac wishes Co make commencs?
Yes, Representative Pignalberi would Ilike Co ask a
couple of questions.

Thar.k you, Madame Chairwoman. The TfirsC question |
chink is for che staff. Dn we have a representative
from D.0.T. here?

I don"c believe chere 1is anyone from D.0.T. here.

I wonder if Wendy could cell us whether or noc D.O.T.
has compiled any statistics concerning Che number of
accidents involving lift axles and if Wendy doesn"t
know, 1if any of che ocher people who"ve been follow—
ing chis 1issue know if we have any empirical evidence
chac relaces accident races co lift axles.

T.J. mighc be able Co help me with Chis. Thac was
one of Che questions chac was asked of Che Department
ac several of these hearings and essentially, as far
as excellent statistics go, Department felc chac ic
was difficulc co define whac accidents had been as a
direcc result of lift axles. So they did have very
inconcreCe data available on chat because they said
chat unless che accident had happened, and like Mr.
Banahan had said earlier chat he only "emembers 1in
Che 15 years one Chat was direcdy relac”d co lift
axles, D.0.T. is saying that a loc of accidents
probably are as a result of che lift axles, buc yec
chey can"t seem to document that. Whac chey did for
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Pignalberi:

Wendy:

Pignalberi:

che safecy aspeccs, chev had a viaeo cape and che
video cape essencially showed che difficulcv hanriline,
ic was simulaced series, and ic showed che difficulcv
in handling a vehicle on bad driving condicions and
how dangerous life axles were. People who viewed

che video capes said chac nobody who was a responsible
driver would be driving firsc of all anvching Like
whac was siraulaced on che video cape. I don®"c know

Thank you. I wonder if in che course of chese
hearings chac D.0.T. held chac chey considered che
commencs chac have been placed in che back of our
book from differenc people in che induscry whereby
suggescions have been made co modify che proposed
regulacions. Two of che suggescions chac | picked
ouc chac seem parcicularlv worchy of consideracion
is chac regulacions only apply in che vincarcime and
chac only a wincercime ban. I would like co hear
whac some of che people here have cosay abouc chac.
The ocher one 1is che mocion of grandfachering che
exiscing vehicles chac have life axles so chac we
don*c have co force someone co lose che invescmenc
chac"s already been made. I"d ask Wendy again ir
she knows whecher or noc, and I"m noc saying chac
she knows, buc 1 wonder if D.O.T./?.7?. has addressed
chis co che besc of your knowledge because you"ve
been closer co che sicuacion chan we have 1inche
incerim. Then maybe Mr. Banahan can call uswhac he
knows abouc.

As far as | know, D.O.T./?.?. has noc addressed chac
issue. As a maccer of face, quice a few of che
chings rhac chey were concaccad over numerous cimes
by House Traiioporcacion and T.J. Thrasher and myselr
had calked co chem and broughc up quice a few chings
and quice a few of che induscries™ concerns and,
again, che answers from D.0.T. everycime was chac
chese were che regulacions and chev were going co
adopc chem. Even afcer conscanc conversacicns wich
Chem over several hours one day, chey wouldn®c change
cheir mind and wouldn®"c liscen co anyone. Even on
changing che weighcs or anyching like chac, chey
didn"c seem co be responsive co discuss ic. The
only coramenc I1°ve goc co make is in all che cime
going chrough chis, we asked for copies of che
regulacions. We never saw any form of chese regula—
cions. Pinally, che way we finally goc Chem was co
call che Commissioner®s office chree days before
chis Commiccee meecing and have Susan Elieshauer
give us a sec of everyching chac had happened all
che way chrough. House Transporcacion hadn®"c seen
one single sheec of paper from D.O.T.

Doesn"c chac violace che Adminiscracive Procedures
Acc whereby che legislacure has co be given nocice



Wendv:

Banahan:

so many days prior to noc only che regulation che
firsc cime ic"s issued and proposed buc for che
changes chac occur. I chink maybe chere"s someching
co look ac chere. I happen co have a real open mind
on chis issue. I"m learning abouc ic as we go buc
I"m a liccle concerned chac we haven®c vec heard

who wanes co change ch2 sicuacion. Somebody wanes
co change scacus quo. The Deparcmenc of Transporca-
cion is proposing Co change che sicuacion, buc who
is urging chem on. They don"c have any concrete,

ac lease as far as we can Cell, any concrece stacis-
cics co say chac Lc is a safecy problem chough chey
may suspecc ic is, chey may be righc 1 don"c know.
3uc absent any empirical daca, who 1is pushing for
che changes. I wonder 1if you can cell me chac.

Representative Pignalberi, che crucking induscry and
House Transportation has cried co answer chac ques—
cion over che lasc several monchs. Representative
Caco celephoned quice a few of che backup informacion.
In che back of che packec scaces chac celegrams were
received, a Loc of requests were puc inco D.0.T. for
Cwo chings:

1. T delay any decisions made on che hearings
u.icil further study and investigation coulLd be
done.

2. To hold hearings 1in sices like Valdec and a Loc
of ocher communicies chac were going co be
draraacically impacced by chese.

For some reason D.O.T. didn"t granc eicher one of
Chose requescs, wenc scraighc ahead and che regula—
cions, before any cime had passed, were 1in che Lieu-
tananc Governor®"s office. And T.J. , I don"c have
any idea why, really, do you?

It"s my understanding chac che reason chac che
Deparcmenc of Transportation wanced co make chese
changes was primarily one-fold and chac was chac
cheir bridge section had determined chac there was
an amounc of damage being done co che bridges on the
roads between Prudhoe Bay and on che paved roads, as
well by che crucking companies, and by chose drivers
chac were overloading cwo axles. Instead of having
chac life axle down, 1in Che down position after chey
wenc over Che scales, chey would pull chac axle up
and chen overload che cwo remaining axles on che
highway. As a resulc, che damage Co che bridges and
roads was of a severe nature. Now, we 1in dhe
association questioned them and questioned chem to
find daca, some sore of daca chac would support chac
and co also provide some sort of informacion as to
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Pignalberi:

Chairperson:

Pignalberi:

Chairperson:

Rule:

Chairperson:

che amaunc of decerioracion chac had occurred ac
various bridges, buc chey always gave us che general
answer chac cheir engineering deparcmenc coulan®c do
chac because chey hadn®c had cime co make a complece
scudy and chey also felc chac because of chis abuse
of che life axle by che induscry, noc because of ic
buc in lighc of ic chey were unable co provide or
unable co gee, 1in che dwindling scace revenue, chey
were unable co provide enforcemenc of che regulacions
on a scacewide basis. They couldn"c enforce che

life axle regs so chey wenc ahead and changed chem
and chey couldn®"c prove where damage co che highways
really exiscea buc chey had a suspicion chac some

of che bridges were being damaged because some
drivers were evidencly abusing che life axle privilege.

Madame Chairman, 1 have a quescion. Did we allow
people chac were Anchorage co cescify?

No, I wanced co gee co chem as soon as chis cescirnony
finished. Represencacive Pignalberi, did you have
anocher? We are going co gee Co people in Anchorage,
so don"c cry co leave us. We do wane co hear your
commencs also. As soon as we gee chrough wich chis
quescion, we"ll have you come on.

I guess my quescion is probably more of a commenc in
chac 1 chink we can all agree if you"ve goc a cruck
chac goes over che scale wich ics life axle down and
raises ic, chere"s cheacing going on chere and ic
seems like che real answer 1is enforcemenc. Maybe Iic
means chac che D.0O.T./P.F. maincenance people along
che Haul Road should be given some limiced enforcemenc
auchoriey for chac purpose. Buc 1ic doesn®c seem

like ic"s che kind of ching chac you rescruccure a
whole darn induscry for. I am learning as we go
here, so | would like co hear whac chese ocher people
have co say.

Yes. We are now coming co Anchorage. I"m sorry
chac we were so long, buc anyone chac wishes co

cescify, will you please come forward, give your
name and who you represenc.

My name 1is Joe Rule and 1 drive for Sealand Freighc
Services. I am an owner/operacor and a 'o( driver.
I feel chac chere"s ac lease a conflicc of inceresc
when Commissioner Knapp sics on che Board of Direc-
cors and he is che Commissioner of D.O.T.? Am |
righc chere, 3ecce?

If you"re referring co che Board of Direccors co Che
Railroad, yes.
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Rule: Yeah, the Railroad. The Commissioner of the Depart—
ment of Transportation sits on there and | think
that whether this 1is the direction it came from,
especially in the rail belt areas, the state of
Alaska on one hand is further restricting the gross
payload we can haul with a truck. Through predatory
pricing chey"re already putting us out of business
with the Railroad from Anchorage to Fairbanks and
now Commissioner Knapp, whether he"s done anything
or not, he is in a verd viable position to do that.
They can cake a 70,000 pound load of steel, put it
on a flat bed, a two-axle flat bed, stick it on our
railroad and haul it co Fairbanks. They don"t
cross any scales at all, vou can"t get them to take
jump scales down there and just say they have a
short distance, they"re right in the business section
of town, there™ no scales to cross in ail probabil—
ity and if so, they could still split che load and
very well afford to do that. We"re getting strangled
noc only by the fact we can®c haul the weight at
42,000 pounds, now the scace wants co come 1in and
take more gross vehicle weight away from us and 1
feel chat any restrictions are ouc of line. |
don"c think we"re being dealt with fairly right now
and | think it"s going in che wrong direction.

Chairperson: Thank you, Mr. Rule. There 1is a quescion.

Shultz: A question maybe to anyone. Has anyone ever testi—
fied in favor of these things.

Rule: I testified against, | opposed the legislation we're
discussing righc now in 1 think late August or late
September, we had a meeting out on International

Airport Road. I don"t know whatever became of all
of this, but it was probably an 80 to 20 margin 1I°d
say of people opposing the lift axle. I don"c know.

Is that what you have.

Chairperson: Your margin 1is even higher than that. That public
hearing was held in August and there were 37 people
testifying, 35 testifying against adopting these
regulations.

Rule: I wasn"t sure if that was the same on"-. Bette, or
not.

Shultz: My question 1is, ""Did anyone testify in favor of adopt—
ing these regulations?" That information wasn®"t on
here. Did anyone come forward? It just says that

chere are 35 against, did 2 people testify in favor?
Or just 35 people testified out of 37.

Rule: Two people in that meeting testified in favor of it.
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Pignalberi:

Rule:

Chairperson:

Pignalberi:

Rule:

Pignalberi:

Chairperson:

Shultz:

I M trvina to figure ouc if chese people testified
for che regulations are from che trucking induscry.

I know che cwo people chac cescified ac the meecing
and boch of chose people were in a kind of exclusive
market. 3och of chose oeople don"c haul very much
cold commodity and net y load, boch of chose partic—
ular individuals were 1in che LTL less chan a liccle
related and ic didn®"c rnaccer co chem anyway. They
jusc didn"c want che extra cose of keeping up life
axles. They never had Co haul 30-32,000. I chink
chac has a loc co do wich ic.

Continue, Representative Pignalberi.

Thank you. I"m really glad we"ve goc a driver here
co calk co, maybe we"ll hear soils others. Do you
feel chac your life 1is ac stake when you e driving
wich the life axle down? Do you chink chere 1is an
increased safecy problem? Do you represenc a hazard
co my life, co your life, to anyone?

Mo, sir, 1 don"c really feel chac®"s che case because
che way 1ic is right now, | have a control valve

inside ray cab and ic"s almost as aucomacic as braking.
If che fronc end"s noc steering properly chac"s che
firsc ching chac gees hit and lifted up and, as Hr.
Banahan pointed ouc earlier, mosc of che cime, alraosc
100% of che cime, 1if icy conditions are in che
wintertime and che road is frozen and chere®s noc
going co be any damage occurring Co che road.

The ocher quescion | have, 1 guess 1is if you would
help me. The chree of you are all senior co me 1in
your experience. We"ve goc someching called che
Administrative Regulatory Review Commiccee 1in che
legislature and 1| don"c chink, whac"s ic for? Is ic
maybe dealing wich chis?

Ic"s chere co investigate proposed regulacions and
co see whecher or noc and co go back over rags chac
are in place. This committee has just come 1inco ics
own chis lasc year. Prior co chac Cime, 1ic was
chaired by an individual who didn"c do a greac deal
on ic. I don"c chink chey®"ve gotten co this issue
as yec; however, | chink chac your suggestion chac
we give chis Co chem for chem to scare raising some
cane of some kind, or at least so chac we gee some
clear explanations, would be an excellent one.

Year before lasc, 1in che ballot 1issue before che
people asking co give che legisiacure che opportunity
co write or hear the regulacions on che bills prior
Co che passage of chem was defeated. The peogle
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Davis:

Shultz:

Chairperson:

TAPE 2, SIDE
Chairperson:

Davis:

Rule:

said leave it to the departments to write regulations.
Keep the legislature out of it. Had we had the
opportunity to have that passed, we would be sitting
in a position now where you wouldn"t be faced with
this kind of crap.

If 1 may, it"s a comment from my friend from Coke.

I voted against giving the legislature that authority
because at that time |1 thought the legislature was

in such a disarray that I didn"t want to give you
guys any more authority. But I do have a bill that"s
being drafted, and it just occurs to me that it will
be introduced this session, it will require the
departments provide the justification for any
regulations they propose. And clearly here we have
the same justification. Anybody who"s listening out
there, | hope you"ll lend some support to that bill.

My expression is that 1if the testimony is unanimous
on this and they have conducted public hearings and
the public segment is not to adopt these regulations,
then 1, for the life of me, cannot figure out why
L.0.T. hasn"t simply backed off on it.

IT 1 might make an expression to answer you, Repre-—
sentative Shultz. I personally called from outside
while 1 was out there, called the Commissioner,

told him the stats that | knew and said that 74.2"
of the testimony was against the adoption of the
regulations [tape end],

B
from them that would be satisfactory to us.

I would like co find ouc D.0.T."s reason why they
weren"t here, but you mentioned in your testimony
that you felt che Commissioner had a conflict of
interest and the only thing thac I could see why vou
would think that is because he ¥ on the Board of the
Railroad. I guess my question is, 1| chink you're
more than right co-piloting one of those IS wheelers,
but my question 1is, when you lift the axle up, that
puts m<~ a weight on the wheels that are on the
ground. What basically happens, what kind of weight
are we talking about? Ics 38,000 pounds and then
when the lift axle goes up, then how much more weight
goes on the road? That"s my first question.

Basically, whac you"re doing 1is you"re shifting the

weight. There 1is a matter of leverage here. Ic"s
not necessarily the skidding of the axle thac"s
preventing you to turn. Thac, 1in addition with the

lessening of weight as che axle goes down, 1if you
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can jusc picture leverage working on che fronc end,
chat axle is ahead of che drivers, when you push ic
down consequently the front end of the truck tecs
lighter and that definitely loses traction. There
are several people around now thac have sceering
lift axles and chev help. 3uc ic"s never been civ,
I"ve never seen a problem lifting chac axle up.
Usually, you know it long before you"re in chac kind
of a sicuacion. You"ll slip, you"ll feel ic slip a
little bic on che corner and you have to pick them
up. There"s one ocher poinc thac 1is going, co be
hard co work around caking chis lift axle off, a loc
of crucks aren"c even equipped wich a sliding fifth
wheel and when vou can puc 4-2,000 pounds on chose
drivers and you're a liccle bic heavy on che drivers,
you can decrease jusc a liccle bic of weighc on chac
lift axle and ic shifts weighc cc che fronc end of
chac cruck, providing you don"c go over che 11 or
10,000 pounds, whacever che cire sice. 3ut whac ic
does basically 1is ic gives you a liccle bic of
allowable weighc co plav wich. So you can load
maybe a liccle bic heavier or a liccle bic lighc on
chose drivers and you have a liccle. Ic"s coo cose
prohibitive Co reload che load 15 cines co aec ic
jusc perfect. Thac axle, basically whac 1ic does is
ic allows you co even everything ouc. Five, pounds
of air will puc anocher 500 pounds, or cake anocher
500 pounds off of che steering axle and add 1ic on co
che drivers. Ic gives you a liccle somechina co
play wich. When you scare calking abouc 38,000
pounds, chac load 1is going co have co be perfacc or
che fifth wheel 1is going co have co be slid and if
you aon"f”have a sliding firch wheel, you're going
co have to, as a result, reload or you"re noc going
co be able co. Ic jusc inhibits you ju.se a liccle
bic more on how we can, my main concern 1is competing
wich che railroad. We all have co compece with each
ocher coo. There"s no lack of competition in che
crucking induscry. Buc 1ic makes 1ic much, much
harder. Ic"s jusc added coses chac are incurred.
Ic"s going co be passed onto che public and a loc
more so co ouclying areas chac aren"c served by che
railroad.

Davis: We appreciate your cescimonv. Anocher 1 guess
quescion I have is do chese bridges have, do chey
have some kind of a sec nacional standard, chey can
only have so much weight per. Maybe chac"s an unfair
quescion, we should have D.0.T. here, buc do chey
have some load limits, which according co che engineer,
if you have 10,000 more pounds on Che wheels or
whacever 1in chac pare of cheir formula chac causes
X number of damage or X damage co chose bridges.
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Rule:

Davis:

Rule:

Chairperson:

Rule:

Chairperson:

Jones:

Yeah, I ™m noc quice sure abouc nacionallv, buc chere
is a bridge formula, I1°"ve seen a bridge formula in
chis scace and I°m noc sure how ic scacks up wich
che ocher scaces chough. I"m quice sure chac if
chere®s a bridge doesn"c meec che specificacions,
chey wouldn®"c be on a federal highway. Ic"d probablL
be marked. For mosc bridges, |1 T sure chere is.

I guess my quescion 1is, are sc ie of our bridges noc
up Co, some of our bridges wers. obviously builc 20
co 30 years ago, so are some of our bridges noc
builc co che weighcs chac perhaps are carried.

Could chac be some of che mocivacing factors? Your
Cescimonv 1is real good and | can understand some of
che fluid raocron chac a life axle would give co a
Crucker chac®"s going down che highway. Ic makes a
loc of sense Co me. I"m jusc curious if chere"s any
ocher engineers ouc here, siccing here if yoa do
chis chen chis is going co happen and all chac sore
of ching.

I don"c chink chac chere is any bridge 1in chis scace
on a main craveled arcery chac wouldn®c be able co
supporc Che difference of 4-,000 pounds on Chem chac
I know of. Ic was Mr. Chiller chac broughc up che
40,000 pounds? I supporc chac cheory. I Chink
chac"s a good Cheory. Ic seems like no maccer how
scrong of opposicion chac we gee co gee rid of chis,
ic’s scill going co be here. If ic is going co be
here, 1 supporc che 40,000 pounds. He answers a loc
of your quescions and cakes care of a loc of ic.

Buc like 1 said, che only ching chac we"re noc going
co have 1is che availabi_ *y co shifc che load wich
Che axle and noc jusc on che drivers buc on Che life
axle on a crailer, you can do che same ching wich

your driver weighc. You puc more weighc on che life
axle on che crailer and consequencly ic cakes weighc
off your drivers. Ic*s simple leverage, Ic"s a big

plus for us and ie saves money and 1ic saves cime.

Oaky, ehank you very mi h, Mr. Rule. Do we have
anyone else from Ancho,. ge chac wishes co cescify.
By che way, cell your dad hello.

He*ll be here comorrow co see Yyou.
Okay. Give your name and who you represenc.

My name 1is Dennis Jones and | represent myself. I m
an owner/operator. I chink one of che chings on che
safecy chat: people are missing che poinc of under
che new regulacions, 1if you do away with Che lift
axle on che cruck and you have chree fixed axles on
che crailer, you can put more weight on che trailer,.
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Davis:

Joaes:

Davis:

Chairperson:

Davis:

Jones:

reduce your traction on "he truck and char"s where
che unsafe pare of 1ic cones in. Especially wich
doubles. You have cwo j-0-cooc or -o-fooc trailers

or whatever the combination, where you have the
heavier Load on chere and less weighc on your drivers
and chac does make for an unsafe sicuacion. Do you
understand what 1 mean?

No, what do you mean on your drivers?

On che drivers, |1 mean the driving axles of che
truck. Currently wich che three-axle group on che
drivers with che lift axle you can carry 42,000
pounds, if you do away wich chac and you have 33,000
pounds on chere and you still have che 42,000 pounds
behind you or cwice chac wich cwo loads. You're
reducing your craccion of che craccor and ic makes
It harder co p.ull and drive and handle on the road.
That"s one thing chat, you know, under che current
set of facts we don"c have chat. Me have more weighc
on che driver. The second ching is on che 40,000
pounds weighc limit chac chey"re noc going co allow
us, chey say ic"s 38,000. They"re saying, "well if
you gee rid of your lift axle and we bring ic up to
38,000, chac makes 1ic almost equal co whac you"re
carrying now because of che weighc of che life axle."
My life axle anc mosc of chem don"c weigh 4,000
pounds. I"m allowed co carry 42,000 now wich che
life axle. You cake 1,200 or 1,300 pounds away and
I can only carrv 38,000. The difference isn"t chere
thac che D.0.T. is saying is chere and ic"s jusc a
face chac mosc peogle don®t understand.

Jusc co show my 1ignorance on chis issue, buc

You"re noc, we"re ail crying Co gee co Che basis of
chings we need co know.

What is che 38,000? Where 1is chere a breaking poinc
becween 33,000 and 42,Q0C0? Why does 38,000 work ouc
co be a magic figure and why is ic when 42,000, wich
38.000 pounds if you Life che axle up and it becomes

42.000 on chose cires. Do you significancly increase
che damage co Che road, or chac®"s whac che engineer®
and che Deparcmenc of Transportation are saying. Is

chis some established criteria nationwide chac chey

have approximately 38,000 per axle. Maybe 1"m even

starting co learn whac 1"m calking about, buc do you
understand whac I1"m saying?

The resc of che nation I don®"c know abouc, buc Alaska,
under the currant rules with a two-axle driver group
or two axles on che group, you"re allowed 34,000
pounds. Wich three axles 1ic"s 42,000. 30 there"s
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Davis:

Jones.

Chairperson:

Jones:

Pignalberi:

Chairperson:

Banahan:

Chairperson:

Fairbanks:

Chairperson:

an 3,000 pound difference there between two and
chree. Buc under the new regulations proposal they
are saying for two axles they"i allow you 38,000
where right now you only have 34,000 for a two axle
group. But under the currencregulacions wich chree
axles you"re allowed 42,000.

Thac®"s noc per axle?

No, no. Thac"s for che group. The induscry has
been asking and suyiporcing 40,000 pound limit for
two axles and che new regulacions say chey will give
you 38,000.

Might 1 intervene here for jusc a minuce. In ocher
words, che difference of 2,000 pounds in your
estimation really isn"c all chac imporcanc. It

doesn"c make, chac much difference, 38,000 pounds is
an arbitrary figure. Am | correcc in chinking chac?

Righc.Thac"s che way | feel and 1 believe a loc of
people feel is chac chev jusc reached ouc and pulled
chis figure ouc of che sky because 1ic doesn"c moke
chac much difference wich jusc 2,000 pounds. The

way 1ic is now wich che company chac 1 work for and
che equipmenc chac chey have, chey"ve invested
millions and millions of dollars in, under che 38,000
pound load limit for cwo axles, we won"t be able co
haul mosc of our loads. Ic's jusc too much weighc
because of che equipmenc.

Madame Chair, |1 would like co have drawn for me whac
Che different variations are. Whac we®"ve goc now,
whac D.0.T. 1is proposing and che different configura—
tions. Could you do chac?

Maybe Harry could.

I was going to put che different weighcs chac are
allowed under each configuracion.

To chose chac are in che audience chac are in Valdez,
Fairbanks and Mac-Su, what we"re doing at che presenC
cime is atcempcing co draw a configuracion so chac

we can a lictle bic more Co us who are noc actual, or
layman and noc actually involved in Chis, can under—
stand a liccle more readily whac we mean by axle
load.

Represencacive Caco, Chis 1is Maxine, che moderator
in Fairbanks.

Yes, Maxine.

-53-



Maxine:

Chairperson:

"/aides has called and asked permission co disconnecc
from che celeconference as a parcicipanc. Perhaps
Mac-Su mighc wane co do che same china and since
chere seems co be a liccle break., maybe chis would
be a good cime co pause and lec chem make che incer-
rupcing cone chac you will hear.

All righc. chank you a loc. I chink chac would be
an excellenc idea. We"ll jusc pause and I"Il keep
che mike off so che cone doesn®"c bocher us.

Drawing was prepared.

3anahan:

Davis:

3anahan:

Davis:

Banahan:

Davis:

3anahan:

Under chese scenarios you have cwo currenc reguiacory
sicuacions and che one chac"s proposed. In che cop
sicuacion, chere 1is 11,000, chese are groups of
axles, che sceering axle here, chese are che drive
axles on a cruck. The rear sec is che group of

chree axles. This 1is a cyoical Morch Slope rig,
cypical highway rig in Alaska. There"s a group of
chree axles on che rear of che cruck. Under chac

scenario you can see chac che raised races and che
axle, of course, 1is Che life axle as ic"s currencly
employed. Under chac scenario you"d be allowed
11.000 on your sceering axle, chen you pull up over"
che scale and you weigh chac second group, vou're
allowed 42,000 on chac and 42,000 on che rear.
Combined cocal weighc chere of 95,000 pounds. The
second group would be cermed a normal pavemenc
highway cype vehicle. You have a chrae-axle cruck
wichouc che life axle. Currencly if you have chac
scenario, you're allowed 11,000 on che sceering,
34.000 on che group of cwo axles, drive axles of che
cruck and 42,000 as previously noced on che rear of
che cruck.

Lec me ask you a quescion of che lift axle. When
chac lift axle 1is down, 1is chac.

Thac®"s when 1ic"s down, 42,000.
Okay, when 1ic"s up, whac does ic become.

When 1ic"s up ic becomes 34,000. In ocher words, any

axle chac®"s noc couching che ground 1is noc counced
as allowable.

Mo, | don"c mean chac. When ic becomes, you shifc

weighc obviously, so.

I"1Il gee co chac. 3uc chis is a cynical legal load
or whac 1is allowed under Che presenc regulacions.

Mow, you can see if you allow 42,000 on a group of
chree axles and you have 42,000 on a group of chree
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Davis:

Banahan:

Davis:

Banahan:

Davis:

Banahan:

Davis:

Banahan:

axles then you lift, take this axle and move it up,
then all of a sudden you have 42,000 pounds on two
axles instead of three.

But, you"re not supposed to do that.
That"s not supposed to be done, no.

I guess | don"t understand that, because you"ve got
42 back here.

Those axles in the back do not [lift.
Okay, so there"s three.

They"re just a group of three axles. Any time you
bring that lift axle down on the road, you"d be
creating a group of three. When you lift it, then
your creating a group of two, but you still have the
same load weight bearing down now on two axles

instead of three, so the weight 1is concentrated.

Under this condition here, this 1is what the state is
proposing in their new regulations. They"re proposing
to go 11,000 on the steering, 38,000 on the set of
two and 42 on a group of three. This is an 81,000
pound combination, 91, 91,000 pound combination.

The real reason we need 40,000 pounds on the set of
rear axles 1is because when we take this lift axle

off, we are eliminating approximately 2,500 pounds

of weight, the mechanism weighs that much, so that
gives us an increased payload of 2,500 pounds. 3ut
the decrease from 42,000 allowable on three down to
38,000 on a group of three if 4,000 pounds. Take

away the 2,500 of the weight of the lift axle assembly
and you"re still left with 1,500 pounds or 2,000,
pounds somewhere 1in that neighborhood, that you"re
going to lose in overall gross weight of your payload.
If you had 40,000 pounds, we wouldn®"t lose that

1,500 or 2,000 pounds and would be able to haul the
same payload that we"ve hauled before even though we
have the reduction from 42 to 40,000 pounds. |

think that was what Dennis was agreeing to when he
was talking to you.

Before you go, you would, basically you would have
this. That means your load would be 6,000 pounds
more, right. Or if you had only two axles here,
you"d have 6,000 pounds more than normal.

Yes, but what we haven®"t put up here, but need to
take into consideration is the weight of the units
and the weight of the trailer and the weight of the
tractor.
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Davis:

Banahan:

Shultz:

Banahan:

Chairperson:

Fairbanks:

Chairperson:

Thees:

In ocher words, it wouldn®"t be 6,000, it would be
around 4,000 pounds or 3,500 pounds.®

Under these proposed regulations, 1if they take awav
che lift axle and give us an additional -"~.000 pounds
over a sec of cwo axles, which they"re proposing,
they will in effect cut our payload 2,000 pounds.
Because even chough they"re taking away the use of
che lift axle, we"re losing weighc because 1ic's
going to come off the truck. The driver®s noc going
to keep it on there, che additional weight chey
could haul around, chey could haul payload instead.
The weighc of che truck is going to be lightened
once che lift axle comes off, so your payload can
increase. But, if chey give us 40,000 on chese cwo
axles, 1if we cake che "lift axle off, the payload
will remain virtually the same.

They came up wich an arbitrary figure and said 38,000
was enough because you"d be removing your lift axle,
so the difference isn"c chac much when che lift axles
come off. You"re noc gaining thac much.

Most of che figures chac chey came up with were
arbitrary. We never saw any engineer reports or any
engineer studies thac had anything co do wich che
condicion of roads and bridges, in any way, shape or
form. They"re cleaving co the numbers they chose.

Thank you very much, Mr. 3anahan. Dennis, did you
have further commencs? Does anyone have any further
gquestions. I want co thank you both, you and Mr.
Rule for being here today and 1 think we have a loc
more 1insignc in che Committee because of che testi—
mony thac has been given from Fairbanks, Valdez and
Anchorage and also che presence of T.J. Thrasher and
Harry 3anahan. I chink ic"s made ic a lot more, and
I also agree with basic picture drawing, sometimes
we can get a better idea if we can puc it ouc 1in
good pictures. Mike"s just going to puc some wheels
on chose crucks righc now. Do we have any further
testimony? If not, chen we"ll disconnect che tele—
conference and go inco a work session and just
discuss some of chings we"ve been talking about on
teleconference.

This 1is Fairbanks, lie have one more person who
would care co speak.

All right, we would very much enjoy that.
Chairman Cato, my name is Howard Thees, | work for

Kodiak Overhaulers. I"m che general manager here 1in
Fairbanks.
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Chairperson: Yes.

Thees: In relation co comments of Mr. Knapp, | was 1in a
meeting with him probably about a month or so ago
and 1 directly asked him why did he not go to che
induscry and let us give him some answers and

solutions and he said, "well, 1 did, you didn"t give
me any."™ Well, 1it"s obvious that we have 74% against
this regulation®. We gave him some answers but |

think it was cut and dry. He walked in the door
when chis all started and did what he wanced to do.
And he coldly cold me that it was ours, we were
going to do it and it"s going co happen and |1 think
chat there"s something thac the industry can give
him some light if he"d jusc listen to us or somebody
would

Chairperson: Thank you vetv much for that comment, I can assure
you it will be duly recorded.

Thees: Another thing, Ms. Cato, we mentioned thac these
regulacions are gubernotorial, 1 think a loc of
people aren"t taking consideration of che 75-30% of
the industry, we"ve got about a 66-region allowance.
When he told us he was going co give us 38,000 and
12,000 on the front. They haven®"t taken inco
consideration 1is bridge miles. If this does happen,
we"re really going co be eliminated down co 3,500
less chan that because the bridge law will supersede
any axle law. That"s another thing 1 chink needs to
be taken into consideration.

Chairperson: | chink probably one thing we need to do as far as
the Committee, 1is get a copy of the bridge formula
and understand it so thac the members of the Committee
can understand it a little more readily.

Thees: Another thing, too, Mr. Banahan 1"'m not throwing
weight or anything, but when he mentioned chat we
were going to be aisle to gain 42,000 in the winter
in Fairbanks, chat"s true; but the roads thac we
have to take are off our crailer to put on our drivers
so we really don"c gain anything at all. We"re
helping ourselves as far as the safety tractor as
traction, but when yot lome right down to it, we're
still right back where we were at. IT we lost weighc
thac we could have used in the beginning.

Chairperson: Correct.

Thees: Okay, | just wanted to clarify that and make sure
everyone understood that.

Chairperson: Representative Pignalberi, would like tc- make a
comment?
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Thees:

Davis:

Thees:

Davis:

Thees:

Davis:

3eri:

I just: wane co say, "Thank you Mr. Thees"™ for his
testimony. He right remember me from che days when
we worked ac Weaver Brothers together. It™ good co
hear from you Howard.

Thank you.

Thank you Mr. Thees for coming ouc today. Jusc a
quescion, if 1 could, on che bridge law. I"m noc
familiar wich chac. I"m noc sure if perhaps chere"s

ocher people chac could be luninaced by vou explaining
chac co us in greacer decail.

There®"s a federal law chac Cakes effect and chey use
a formula and 1 don"c have 1ic here wich me buc chev
a figure 500 and chey divide che lengch and che
c
:ishc
whac 1ic says
here 1is chac you can ease chac weighc 65 feec is 1
chink che magic number for chis new regulation
chey®"re putting in. Thac means you can add 12,000
and 33 and 33. 3uc if you need a race of say a lengch
of 60 feec, chen chey"re going co cue your gross
weighc, which could be 30 down co 35,000. Tomeet
chac law you"ve goc co cake ic off either che fronc
or che back, one or che ocher.

I guess chac®"s my, chac was a quescion | had earlier
and ic"s noc, chese regulacions are. I guess my
quescion was earlier and maybe you sore of brought

ic up again, is chere some directives chac Deparcmenc
of Transporcacion are following in order co, chey®ve
obviously noc listened co che public cescimonv, so

is chere some kind of directives, like you said chis
formula, case chac chey can®c go over chac wichouc
violating some kind of federal law? Is chac whac
you"re saying?

I asked Commissioner SChnapp chac lasc cime ac che
meeting wich him and he cold me co call Juneau or he
would gee back co me. One of che genciemen called
me from Juneau and 1 asked him chac quescion. He
said, "Well, yeah we cannoc supersede che federal
law.”™ And 1 said, "Well, you did on che regs because
you gave us 550. How come on che back." He says,
"Well, you can"c do chac.” So he said chere is a
federal law, chey cannoc supersede ic or change 1it.

Mr. Thees, we cercainiy have goc, you people have
coo, buc we cercainiy have had less chan full
cooperation and I1'm sure chac Madame Chairman has
expressed _nac. I incend co calk co che Commissioner
mvself and see if we can"c have a liccle bic more



Thees:

Chairperson:

Thees:

Chairperson:

Thees:

Davis:

Chairperson:
Wendy:

Davis:

Thees:

Chairperson:

Pignalberi:

Chairperson:

Thees:

Chairoerson:

cooperation between people here. Thank you for
bringing this to our attention. I don"t know, it
sounds like we need to do some work here.

I have one other question to the Chairman, too. Is
this a law, a regulation now? Is this something
that"s going to happen? Has it been signed, or
something we can still put a scratch to?

Howard, the regulations have passed through the
Attorney General®s office but modified to a certain
extent, but not substantially and are not in the
Lieutenant Governor"s office to be signed to go into
effect January 1, 1986.

So, can they be stopped? What®"s going to happen?

I"m not sure they can stop before then. Perhaps
legislatively we can modify those regulations.

Okay, thank you.

Until they®"re implemented they"re not a law, so it"s
kind of like it"s not over until it"s over I guess.
I intend to talk to the Commissioner abouc this and

" T sure that they"ll be here tomorrow. Is that
correct, Madame Chairman, someone from the Department

Not chac I know of.

Alaska Railroad will be here tomorrow.

Well, ic"s not over yet, Howard. So, 11l be calking
to them ana 1°m sure that Madame Chairman will be
too. Thank you, again, for coming today.

One more question, Chairman. Is it possible for che
Committee to write a letter to the Governor and say,
"Can we hold off on this thing until we get some
input?” Is that something thac can happen?

If you wait just a moment, we"re goin® to have a
formal motion to that effect, Howard. Representative
Pignalberi, are you still writing your motion.

Yes.

Well, take just a jiffy until he finishes that.
Would you like to wait and listen to the motion?

Yes, thank you.

Okay, we"ll keep you on line then.
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Pignalberi:

Chairperson:
Wendy:
Chairperson:
Shulcz:
Chairperson:

Shulcz:

Davis:

Pignalberi:

Madame Chairman, I would move and ask unanimous
consent chac on behalf of che Commiccee you vrice a
leccer co che Governor scacing chac inasmuch as
chere has been no evidence co support che safecy
claim againsc che life axles, and inasmuch as che
Deparcmenc of Transporcacion has offered r.o rational
Co juscify che proposed regulacions, and inasmuch
chac che Deparcmw.c of Transporcacion has noc
responded co any of che suggestions for modification
and compromise chac have come ouc of che public
hearings, chey held on chese regulacions, chac inas—
much as chere may be a conflict of inceresc between
che Commissioner®s position as a Direccor of che
Railroad Corporation and in his role as reaulacor

of che Highway Syscem chac che members of this
Committee find che Deparcmenc®"s action co be arbi—
trary and capricious so far as Chese regulacions

are concerned and would ask che Governor co cake
steps co nulifv che proposed regulacions.

Wendy, did you gee chac.

Yes, | did.

All righc. Is chere a second to chac mocion?
Comment, objection.

Objection for che purpose of discussion.

Ic*s kind of a lengchv scacemenc chac you made chere
Ic's kinu of a lengchy scacemenc and | don"c know
whether 1 goc all of ic or noc. I chink possibly
chac 1 would racher jusc see a leccer drafted sup—
porting che noc adopting chose regulacions ac chis
poinc and cime wichouc going in and Gearing che
Deparcmenc of Transporcacion a new one ac chis poinc
Thac®"s my opinion. I chink chac maybe we could. Do
you have a comraenc, go ahea.. Mike.

I can"c say 1ic any beccer chac Representative Shulcz
buc my comment would be | don"c chink we wane co
scorch curf on chis, we wane some cooperation. |
chink, although ic"s well writtenand ic speaks co
che 1issue well, 1 chink we wane chese people co
cooperate wich us. We don"c wane chem co go co che
mac, so | would like co have a leccer co che Commis—
sioner which sore of follows chac vein. If you can
puc ic in chose terms, | would be glad co second

che mocion.

I would like co withdraw che mocion and ask eicher

Representative Shulcz or Davis co make cheir own
mocion.
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Chairperson:

Shulcz:

Chairperson:

Shulcz:

Chairpgerson:

Davis:

Chairperson:

Davis:

Shulcz:

Chairperson:

All righc, mocion has been wichdrawn. Represencacive
Shulcz, would you like co make a mocion.

I would jusc like co make che mocion chac we wrice a
leccer and have scarf drafc ic up and circulace ic
around and we"d sign ic as Commiccee members supporc-
ing chem noc adopcing chese regulacions ac chis

poinc and cime, and maybe go on 1in Che leccer and
include someching co Che effecc. No. I would jusc
like co make a mocion chac we send a leccer Co Che
Governor.

All righc, Represencacive Shulcz. Ic is moved chac
we send a leccer co che Governor discussing, if |

may add a couple of words, discussing che regulacions
proposed by D.0O.T. having Co do wich che crucking
induscry.

Asking Chem noc co adopc che regulacions.

Asking che Governor noc co or iusc sCop che adopcine
of Che regulacions. Is chere a second co chac mocion

I second ic.

Mocion has been made and seconded. Any furcher
discussion on che motion?

Madame Chairman, why don"c we lec, I1"1l speak 1in
favor of Che mocion, buc why don"c we lec our Chair—
woman come up wich che language, buc che basic

chrusc of Che language which would be someching co
che effecc chac our man wich che golden pen came up
wich. The chrusc is ChaC chey haven"C cercainiy
liscened Co che cescirnony. Someching co chac effecc,
buC use che language, work ic up and Chen send ic
off.

Thac®"s whac | would like co have, since we're dis—
cussing now whac we would like Co have in che leccer
and chac®s one of che Chings we should corroborace

or broughc up. Thac we should poinc ouc che face
chac che Deparcmenc has noc liscened Co che cescirnony
We should clearly poinc chac ouc 1in Che leccer.

Thac"s one of Che chings chac should be included.

All righc. Shall we Cake a voCe on Che mocion? And
chen I would like Co make a scacemenc. Is chere
unanimous consenC? Hearing no objeccions, so carried
The commencs chac | would like Co make was chac
Represencacive Shulcz suggesced chac we send around
co che members of che Commiccee. I would like co
find ouc if we could do chis by Celephone racher
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Davis:

Chairperson:

Davis:

Chairperson:

Wendy:

Chairperson:

Fairbanks:
Chairperson:

Fairbanks:

Chairperson:

Thees:

Chairperson:

Thees:
Chairperson:

Thees:

Chairperson:

Thees:

chan crying co nail chac, ocherwise we will noc zee
ic in chere in cinme.

Madame Chairman, why don®"c you jusc wrice ic.
I would Like Che discrecion co wrice che leccer and
I"m sure chac we could wrice ic in such a manner

chac D.0.T. can"c gee any madder ac us chan chey
are.

We"ve goc a couple of weeks here before che
inpLeinencacion of che regulacions, so | jusc say you
basically know whac we wane in a leccer, jusc do ic.
Righc, Wendy will drafc chac. Perhaps she can have
ic ready for us coraorrow and read ic co us. Do you
chink chac would be coo much co ask of you, Wendy.
1"1l1 do one conighc.

All righc, real fine. Again, chank you Fairbanks
for being wich us. Thank chose in Anchorage for
being wich us. Mac-Su and Valdez, Mac-Su Ichink 1is
scill on, chank you for being wich us.Valdez [
chink has signed off. Thac will end che celeconfer-
ence porcion of chis meecing.

Madame Chairman chis 1is Fairbanks.

Yes, go ahead.

I believe we have one more person who would care Co
make a commenc.

All righc, we"ll cake che cinme.

Will you cry and make sure chac®"s going co che
Lieucenanc Governor noc che Governor, correct?

Mo, chis leccer will go co che Governor who has che
capability of scooping che regulacions. The lieu—
cenanc Governor doesn®"c have chac cype of power.
All he can do is jusc file che regulations.

Who"s supposed co sign, hint or che Governor.

The 1leccer will go co che Governor.

Who'3 [indiscernible] regulacions che Lieucenanc or
che Governor.

I didn"c gee your queccion.

Who®"s supposed co sign chis regulation?
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Chairpersaon:

Thees:

Chairperson:

Fairbat. is:

Chairperson:

Banahan:

Chairperson

3anahan:

Chairperson:

Banahan:

Chairperson:

The Lieucenanc Governor, buc once chey pass che AG"s
office and evervching ic"s merely a maccer of signing
chem and puccing chem on file. Ic isn"c a maccer of
any discrecion on his part, because I1"ve already
asked him.

Okay, chank you.

Was chere somebody else in Fairbanks chac wanced co
cescify or was chac jusc che commenc chac wanced co
be made.

I chink chac was che lasc commenc, chank you.

All righc. Thank you very much for being wich us.
Hopefully, during the session you"ll hook up on our
celeconferences coo and we"ll be able co gee a loc
more cranspo.rcation issues before che public. We"re
off Che celeconference. 1 am, as | said prior co
chac cime said on che air chac, I1'm a liccle upsec
wich D.0.T. on chis sicuacion and hopefully chinas
will be able co ease off and maybe we can scop chose
regulacions and gee more scudv done on chem on che
pare of D.0.T. co where chey come up wich subscancial
evidence if chey wane co puc regs like chac inco
force.

I scill can"c underscand, | don®"c chink in all of
our dealings wich che D.0.T. wich Knapp and Freecae
and Simpson who were che chree principals of Chis
whole ching are chrowing chac whole scenario. Did
Chey ever come up wich one concrece, solid cesced
face of whac shape che accual bridges were in.

No, | haven®"c seen any evidence co chac.

You know, bridges have a life span and chese bridges
chac chey"re going co have co replace are che result
of nacural accricion.

I chink 1 can agree wich you on chac, Harry. One
ching chac mighc be kind of incerescing. and ic"s
merely a commenc and comparison, and I"m noc calking
abouc che Dalcon or anyching like chac. Buc, as you
know, we don®"c have any regulacions on campers ac

all and 1 underscand che damage chey do Co che road

is much more chan a loaded cruck and vec Che Deparc—
menc 1is noc caking Chac 1inco consideracion whacsoever.

I"m noc sure about campers myself, buc we"re looking
ac cwo axles when mosc of chem are chree ac besc.

And che weighc 1involved. In ocher words, whac I™m
saying is all che damage Co che road 1is noc done by
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3anahan:

Pignalberi:

3anahan:

Chairperson:

Rule:

3anahan:
Rule:
Chairperson:

Rule:

Chairperson:

13-wheelers. A great seal of it"s done by -mmm-vneelars
and 6-wheelers.

A vehicle wich four cords of wood in che back of
Ic 1iS. You see ic all che cine.

The weighc limit ogr square inch.

My advise co Commissioner Knapp was, "Commissioner ,
we"re abiding by che law as ic"s been in effecc and
spenc jillions and jillions of aolLlars crying co aec
our equipmenc in line co do che besc possible work
under chose laws. Mow if your roads are ouc of
order, don®"c crack down on che induscry."

Why penalise che induscry?

rix che roads. Because Knapp has an incerasc in
ocher chan our induscry.

Well, ic may noc be a fair scacemenc.
Madame Chairman.
Yes.

Ic has become evidenc co me coday, chisis che firsc
one of <chese meetings chacl®"ve accended, chac che
people on chis Commiccee don"c necessarily underscand
che whole ching and I don"c necessarily underscand
che legislacive end of ic, buc mv quescion righc now
is, ic"s become obvious chac chey®"ve 1ignored che
people chac cescified. We have a double permic on
che Kenai Peninsula. Ic was basically Che same sec
of faces. The people chac do ic, che drivers, che
induscry was againsc 1ic, and yec ic was done. Ic
was shoved on us. There was noching we could do
abouc ic. Ic"s basically che same as chis, well you
can cescify, buc we"re going co do whac we wane

any way. My quescion 1is, someching like chac, whac
does 1ic come up for review wich che Deparcmenc of
Transporcacion or chis Transporcacion Commiccee?
where do I as a driver chac don"c feel safe operac-
ing on chac highway, and I1"ve made my feelings

known co che company and Co che Scace Troopers, co
che Deparcmenc of Transporcacion and chey all ceil
me, cough, we can®c do anyching abouc ic. Where is
chac reccified.

Weil, 1 can c really answer chac excepc for che face
chac che ching chac can be done legislatively is
chac somecimes che legislature can pass a law chac
mighc prohibit chac particular sicuacion. Mow wich
che doubles on che Kenai, | have co confess complete
ignorance on Iic.
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Rule:

Banahan:

Rule:

Chairperson:

Rule:

Chairperson:

Rule:

Chairperson:

Rule:

Chairperson:

Rule:

Chairperson:

T.%ell, che doubles, for example, first: che lona
doubles, che firsc is right on che ?arts Highway and
ic's a coraplecelv different highway chan che Glenn.

Ic"s up co federal specs.

Anyway when chev made a crial run down chere, chey
followed che cruck wich a camera co see whac chev
would have co do co rebuild che highway co bring ic
up co specs co be able co do ic safely. Then chey
came ouc and cold us well, chac®s all ic is co see
whac we have co do co redesign che highway. Then
chey all said, "well, we"re all againsc Iic. The
road"s noc up co ic.” NexC ching we know, we have
che permic. This year ic was supposed co be pulled
che fi.rsc of November and ic was renewed.

I didn"c know abouc chac.

Againsc che objections of everybody in che induscry
chac has co do che accual driving.

I didn"c know chac ac ail as far as che Kenai
Peninsula.

Ic was supposed co be from May uncil Che firsc of
November. A seasonal permic.

Well, 1 knew, 1ic was my underscanding chac chac
permic would be pulled and ic would jusc be che one
bn che Richardson chac would be allowed.

Everybody thought chac coo righc up Co che firsc of

November. The chird of November here goes a cruck
down che road, a long double and chey said, "Oh, Iic
was renewed."” My nexc quescion 1is, and I"m sure you

are well aware of ic, chere"s absolutely noching
done co enforce any safecy regulacions because chere
is no safecy regulacions.

You"re so absolutely righc.

We can say whatever we wane abouc chese accidents.
A cruck will go down here wich 100,000 pounds on Cwo
axles and sic Chere and waic for che scale house co
close. They know when 1ic"s open and closed. And as
soon as chey close it, chey go by. We have chese
nice big fancy scale houses and we don"c even have
che manpower or Che money co operace chem.

I agree wich you wholeheartedly and you®"re Calking
Chere a liccle bic on R.3. 133, which we jusc passed
chis lasc year and was noc funded. What we"re going
co have co do as legislators 1is work like hell cor
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Rule:

Chairperson:

Shulcz:

Rule:
Shulcz:
Rule:

Shulcz:

Rule:

Shulcz:

Rule:

chac fundins for chen for the Department of Safety
so they can.

whac 1 gat as a driver when 1| so inco che scales, |
say, '"hey, whac abouc Joe 3iov down here wich an
unsafe cruck, an unsafe Load, an unsafe whatever."
They say, "hey, there®s nochine; we can do ahouc ic.

Thac®"s che scale house.”™ You calk co a scace trooper
and chey say, "heli, we don"c wane co unless we can
have 1ic all and ic"s a big righc.” Someching®"s goc

co be done.

Someching®s goc co be done. I agree wich you, concur
wich you cocally and chac®"s goine co be one of our
ourooses chis coming vear.

They"re
righc?

Righc.
They're
Righc.

Okav. Mow, I"m getting a loc of pressure, a loc of
scacic from che mocoriscs 1in che area, che privace
vehicles complaining abouc che trucks, che double
rigs and | was over on Parks Highway che ocher day
and 1 mec cwo of chem down by Hurricane Gulch and
chrough chac area and you know che scory of my life,
che wash back after chey wenc by, 1 didn"c know
whecher |1 was going inco che ditch or whac.

Nonshouldered roads were doing chac on down chere.
Absolucely zero shoulders.

Richardson Highway 1is a very good example of no
shoulders. There®s none from Lackevs to [indiscern—
ible] .

M.av | give you an example. On our Kenai Highway,
che Sterling Highway permic, we as drivers argued
wich che company, we said, "lIc"s unsafe. Ue don"t
wane co do ic." Well, my boss finally wenc for a
ride co Kenai 1in a sec of long doubles in che wincer-
cime. He flaw back, he wouldn®c even ride back in
che cruck. The nexc day he had a leccer ouc saving
chac uncil che highway is upgraded co make 1ic safe
co do it year around, we wouldn®c do ic vear around
any mo”o. well, due co compecicion, chac letter
wenc by che wayside. Thac nan 1is the same nan chac
pushed chac permic chrough, asked for ic. When he
finally experienced ic himself, he didn"c wane
nochins more co do wich ic.
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Shulcz: Commencing from Valdez said if chey cake che doubles
away from chem, chen chey are aoing co he unable co

comDece.
Rule: Correctly, you know whac Valdez 1is sayine, "unable
co compece." Noc unable co compece wich trucks,

buc railroad.

Shulcz: I underscand chac Buc ac che same cime, 1if you
don"c have che doubles, and chey know ic, 1ic"s
going co cake ac lease four or five years before
you"re going to be able co puc shoulders on che
roads in che scace chac need shoulders.

Rule: Then you"re looking ac a maccer of safecy, and which
is more izmorcanc.

Shulcz: Ic"s noc chac expensive.
Chairoerson: | would like co direct our conversations back a
liccle bic more. I would like co advise everybody

chac on Che double sicuacion ouc of Valdez, believe
me | have an interest, noc a vesced interest | don"c
own any trucks or anyching; however, cheir safecy
record has been 100%.

Rule: Well, chac"s the same ching chac Joe Swanson, Che
Division of Weighcs and Measures, or whacever he is,
I can"c remember now, buc 1 called him and said, "whac
is chis garbage chac you"re going Co allow chis
permic down chere?" He says, "Hey," he says, "we"ve
been pulling chem on che Parks Highway for chree
years." I says, "no, you"re wrong. You haven®"t been
pulling chem, 1 have."”™ The Parks Highway 1| have no
objection to pulling, absolutely none; 1 do on Che

Sterling Highway.

Chairperson: Yeah, || chink all chese chings are going co have co
be caken inco consideration as Co the conditions of
che road, che safecy record, various Chings like

chac.
Rule: Do you know chat now chac chey®ve rammed ic down us.
Davis: Whac 1is Che scacus on che ... how many trucks, how

many doubles are on the Kenai and is it now still a
permic or is ic established?

Ic"s getting Co be an awful loc because of competi —
tion. Through attrition everybody 1is beina forced
Co haul 202 prices or jusC a lictle over che price.
For che price of one five-year school, now the

races have gone so far down and we"re realty strug—

gling.
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Rule:

Banahan:

People, ell of "he crucking lines have co pull co
compece and ic doesn"c do any 200a, buc chey"re
doing 1ic any wav. Ic*s a face. Ic's a limited
permic. You can®"c do ic when che weather 1is bad.
That doesn"c mean anything. You go down here pasc
che scale house ac Pocter, 1ic"s warm or ic"s raining
or whacever chere. Jell ic says due co limited
visabiliC/Z you can"c haul. Well, you 20 around che
comer Tive miles down che road and 1ic"s snowing so
hard you can®"c see. Here®"s chis sec of doubles ouc
chere on permic, ic says 1ic can®"c do ic.

Scamped in red righc on Che deal chere and [cape
end ] .

TAPE 3, SIDE A [audio surge chroughouc -cape]

Rule:

Chairperson:

Rule:

Chairperson:

Rule:

Chairperson:

scay completely over the center line and a car hits
me, who"s going co get che responsibility. It"s
going to be che general public, yec | as a driver
fight againsc 1ic and can"c gee anything done.

Yeah, well, whac I"m crying co say co you righc now,
Dennis, is che face chac in every law chere has co
be some exceptions and 1in every area, che rules are
going to have co be just a liccle bic different. So
we as a Committee will be working on some of chese
chings, wich D.0.T., some of chese excepci ns need
co be.

guess my main poinc is chac we would Ilike a liccle
inpuc and like 1| say, you have che input, listen Co
us .

Right. That"s one ching I"m very distressed about.
We"ve all been discussing today quicechore ghlv
about che inability of bureaucracyco listen co us.

Mr. [indiscernible] in che job chat he has, he says,

"Well," he says, "Hey," he says, "l have a cabin

down on che Kenai River, Cooper land," and he says,

"I drive chac road." I says, "Hey, you drive that
road in che summer.™ I said, "I'm noc some fTly-by-
night. I"ve lived here all my life, 1 was born and
raised in Seward and 1°ve been working here almost

20 years driving a truck.” “low if he drives down
chere 1in the summertime, he has no complaints against
ic. I do. who has che say-so. He does. I wane

co calk co chem abouc 1it, but I don®"c know how co
go abouc ic.

The ocher reason is, lee"s you andcalk and we"ll
see if we <can find a wav.
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Rule:

Chairperson:

Rule:

Chairperson:

Rule:

Chairperson:

Rule:

Chairperson:

Davis:

Rule:

Chairperson:

Rule:

Chairperson:

Chairperson:

Chairperson:

I would

very encouraged by whac

like to. We ¥e 20c co do something. 1 an
I saw here coday.
I didn®c realize you were from Seward. In ocher

words, I™m

Well, 1 don

Oh, okay.
Whac
Anchorage.

Yeah, whac
Marco your

No. I was
..laska all
anywhere.

jusc

Righc. Buc
chings and
Ac lease a

Can you give chis

we can have

If anything
do 1ic. So

I"m saving, 1

learned how co drive,

your represencacive, aren"c I?

*c live chere now, | live 1in Anchorage.

lived in Seward, 1 live in

pare of Anchorage do you live in? s

represencacive.

born and raised 1in Seward. I"ve lived in
my life and had no 1incencion of going

I"m noc somebody chac came up here and
like a loc of people.

lee"s
see if
raechod

gee together and calk over chose
we can find some type of solucion.
co go abouc looking for solutions.

some, some of chis in wricing so
ic. [Bad Tape]
would be done abouc ic, I1°dbe glad co
far, | have beenshoved aside, the

Commissioner of che Deparcmenc of Transportation

wouldn®t even return my phone call and 1ic"s noc
Knapp, 1ic was che one previous co Knapp. When chey
firsc issued che permic.

Thac was Ward or Casey, yeah. I chink it was Ward,
though, Casey wasn"t in there long enough to answer
any phone calls anyway.

He was in there 1long enoughco do a Jlotof damage.
Yeah. I"m going to call a ten-minute recess and
then we"ll come back. So we"ll recess for cen
minutes.

This meeting

November 18
Wednesday,
our recess
our agenda,
on Essentia

Mike are you

is recessed until tomorrow, Wednesday,
, 9:00 a.m., 1985.
December 18, 1985, we"ll reconvene from

from yesterday and the first thing on
did everyone get their report, Wendy,
I Air Service? We will continue on.
in Fairbanks.
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Operator: Co, "-re're having difficulcv reccing hin booked up.
We"vs had a couple changes or.

3hulZZ. Davis 1is gone.
Chairperson: Yeah, he had to leave lasc night.

Operator: He decided co hook up in his office and ic didn"t
work. Now he"s going back co che Informacion Office.

Chairperson: Oh, okay.
Shultz: 1"d like co have chewed him ouc for being lace.

Chairperson: You do chat. We"re noc hooked up for teleconference,
we"re merely hooked up for Hike up chere.

Pignalberi: 1"ve lose couch wich chis issue, do we have somebody
co kind of puc us.

Chairperson: Yean, chac"s why 1°m going co call on Reed co bring
you, because I"m noc quice as *.onversive wich ic as
I should be and so in jusc a minute we"ll call Reed
and have him. You have our report don"t you Reed.

beeves: 111 be glad co sac chem rignc.

Chairperson: 0Oh, chac will be absolucelv great. All righc, would
you come up and give your name and everything fo“*

che cape and give us a summary. Ha"ll go chrough
chis .
Scoops: "or che record, my name 1is Reed Scoops and I"m here

coday co represenc che Alaska Air Carriers Associacion.
rirsc of all, we"d like co chank che Commiccee for
its" cooperacion lasc year in helping us co gee House
3111 133 passed and also in ics work co help fulfill
che requirements of che Leccer of Incanc which wenc
wich chac legislation. Wendy Chamberlain®s done a

loc of good work during che interim and we also

cried our besc co cooperate wich che Senate Transpor—
cacion Commiccee and I chink we"ve had ac reasonably
good success 1in doing chac. Jusc by way of review,
che House 3ill 133 lasc year established che minimum
insurance levels chac would be required for various
classes of air carriers and in addition, also dealc
wich cruck safecy. We"re here jusc to deal wich

che Air Carriers portion of the bill. .Along with

chat legislation / there was a Lecter of Intent thac
dealc with four points and there was directed a

report to com back to che legislature by che begin—
ning of che next session. The 1issues to be dealt

wich 1in chac reoort included:
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Shultz:

Scoops :

1. Federal safecy regulations chac are applicable
co Alaska Ir.crascace air commerce and which if
any, ouahc co be incorporaced inco scace
certification compliance programs.

Jusc a brief summary, whac was meanc by chac was

chac righc now you have federal regulacions which
govern commuter airlines but when Safecy C was chrown
ouc chere was really no regulation effecting or
governing charter operations. Under the bill chac
was passed lasc year, establishment of minimum
insurance levels for air charter operations in
addicion co whac"s required under federal regulacions
for Che commuters, buc chere"s really no ocher

requirements. So, chac was designed co cake a look
at whac safecy relaced requirementsr if any, should
be considered in the fucure. If ic turned ouc chat

one of che effaces of deregulation was an decrease
in safecy, 1ic would deal wich chac poinc.

2. Was whecher flying conditions in Alaska warrant
addicional safecy training for pilocs. Is chat
someching wich che weacher or conditions of
airstrips unusual enough up here chac federal
regulacions arer "c sufficient in order co qualify
some of Chese flying people for hiring.

There was seme statistical daca chac 1°1l1 be glad to
cover on chac poinc.

3. There was also a provision dealing wich the
Essential Air Service Program, which 1is a federal
program, which is scheduled Co be phased ouc
nexc year and chere 1is an analysis of chac
program and whac some of Che potential 1impaccs
of phase ouc would be.

4. Lasc, chere was a look at how the Deparcmenc of
Commerce implemented 133 during che incerim.

Quescion. On prg0 2, chese air carriers chac are
presently receiving chis subsidy, are you saying
chac chac 1is going co go by che wayside.

Righc, President Regan proposed lasc year, 1in the
Fiscal Year "86 budgec chac chac be phased ouc as

part of federal cost control measures. Senators
Scevens and Murkowski were able co gee chac funding
back in for one more year, but ac chis poinc every—
body seems co chink chac there"s a pretcv good

chance chac Fiscal Year 87 program 1is gone, in

which case Alaska Airlines will noc receive a subsidy
co provide jec service inco Cordova, Yakucac, Peters—
burg, Wrangle and Guscavus. Those five communities
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Shultz:

Scoops:

Chairperson:

0oCOO0OO0S

CbMiroerson:

iCOODS :

and there®"ll he no money for rural service on Kodiak
Island, "."astern Alaska, places thac don"t aec a
minimum of two trios oer week.

Okay, now chis subsidy chough 1is primarily foi man
is it ncc.”

There"s cwo separate programs. The Pose Office runs
a program chac provides concraccs co various carriers
co*carry che mail. Thac"s a separace program for
mail only and indireccly chac does have an effecc of
subsidizing passenger service provided chac che air
carrier runs passengers. They could do wich jusc

che cargo service, buc assuming chey do ic as
passenger service, chey carry passengers on che mail
run as well. Sue che ocher program is separace and
discincc and ic was incended co make sure chac
coramunicies received a minimum of cwo crips per week
and if no carrier was willing co do chac under t-%
normal anvironmenc, commercial environment chen chev
could apply co che federal government and on a
compecicive basis chey could be awarded a concracc

co subsidize che cosc of flying in chere twice a
week co make sure chere"s a minimal level of service.
In che report chac Wendy®"s incLuded, whac che minimum
level is for each community in che scace and which
communities are receiving chac subsidy and which
carriers are now serving chose communities. In
summarv, chere was abouc 3a.5 million appropriates
lasc year, of which Alaska Airlines goc che majority,
S3 million for che jec service, and chen chere was
abouc anocher 31 million co 31.5 million chac wenc

co che resc of che scace. I chink 16 communities,
che Kodiak area were subsidiced and a number of
Western Alaska, a few in Prince William Sound.

Mighc I ask you a quescion, also? Peed, | was jusc
down 1in Seward and | was calking co Ludwig®s wife, |1
can"c chink of her name, and evidencly chac concracc
came ud for bid chree or four times and Chisolm had
ic, Lachicna had ic and finally Harbor Air had ic.
Mow, correct me if I"m wrong, buc Harbor A.ir applied
for chac on che program chac you"re calking abouc
Chac jusc had co do wich che mail. Am 1 correcc?

Well, chey would have applied co che Pose Office and
chac pare of che program 1is scill in efface. Senacor
Scevens has done a good 1iob keening chac alive.

Thac oarc is scill.

Righc, and chey have changed che way chey®ve done ic

s0O now as a compecicive process as well. A.nvway on
che Essencial Air Service Program ac chis poinc we
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Pignalberi:

Scoops:

Pignalberi:

Scoops:

haven®t, 1ic"s basically an overview chac"s provided
for you, a good overview, and we haven"t, che air
carriers haven"t really taken a position on future
fundings for chac ac chis poinc. I suppose we"ll
deal wich chac ac some lacer poinc, 1ic"s maybe
obvious ac lease on che Southeast run chere®1l be
some of che smaller carriers interested in providing
service on a compecicive basis. Obviously. Alaska
Airlines wonlc wane co continue 1ics jec service, SO
I"m noc sure how we"re going Co work chac ouc amongst:
ourselves and as far as che bush rouces, chere may
be continuing supporc 1in che manner of subsidy if
we"re going co have no air service ac all. \We
haven"t really dealc wich chac. We"ve concencraced
more on che ocher ;specc, Che regulator-/ aspects of
che scudv.

Reed, I"'m jusc wondering, hasn"c anybody given any

.choughc, or has any discussion been had abouc whac

happens if Alaska Airlines, for example, was co pull
ouc of some of che Soucheastern communities. The
scace, 1in recenc years, has spenc many millions of
dollars in upgrading chose airports ac chac airline"s
request. We"ve puc in landing aids, paved che
runways, lengthened che runways, built cerminals,
sometimes a scace expense, because | know chey builc
che Cerminals, but rega dless how che money was
spenc, | chink ic"s irrefutable chac che scace has
puc a loc of upgrades inco che airporcs 1in Soucheasc
Alaska. How would wo recover chac if chey decide
ic’s uneconomic Co serve chose cicies 1if che feds
decide noc Co subsidize?

I"m noc sure chac chere would be anyway co recover
chose. Well, yeah, it may mean chac chere may be
some jec aircraft chac somebody else would be willing
Co fly in if Alaska doesn"c. Alaska may concinue
flying jecs wichout a subsidy. Thac®"s obviously
difficulc co be certain. They have been accive chis
summer lobbying communities Co help chem co concinue
che subsidy ac a reduced level and 1°m sure chac
during Che next year or so, boch che federal, chey"l1l
Cry co gee concinuacion of che federal fundings for
chac purpose. Buc as co whecher, whac happens if

che funding is cut off, 1 don"c know if chere"s
anyway of knowing 1in advance exactly whac Alaska
Airlines will do. Ic"s possible chac chey"d run jec
service iIn che summer and disconcinue in che winter,
or ac a reduced level.

We probably ought co hear from chem.
Summarizing some of che statistical informacion

chac"s provided for vou in che report, ic"s kind or
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Chairperson:

Scoops:

Chairperson:

incarescine based on whan we®"ve read in che newspaper
coday, ac lease wich my assumption, chac we"re headed
Coward a record year for accidencs. Ic seems chac
every, ac Lease several cimes a month we read abouc
anocher aircraft accidenc somewhere 1in che scace and
as it turns ouc chen, 1in 185 chrough che beginnina
of November, chere were 40 accidencs chac have taken
place chis year, which 1is a significant number of
accidencs buc ic"s also Lower chan 1980 and 1981.
They had 64 and 56 accidencs respectively. So,

while we"re higher chan we were in "82, "83 and "84,
we"re scill subscantiaiiy down from whac we had in
che early "80s and che same 1is crue of facalicies.
There®"s been 23 facalicies co dace chis year in
airLine accidencs as compared co 29 in 1980 and 32

in 1981, chough che year®"s noc over yet.

ilighc 1 ask you a quescion ac chis poinc, Reed?
These accidencs, are chey by charter air services,
major air services or small, bush lines or jusc
exactly whac?

There is a breakdown 1in che report chac shows che
number of accidencs chac were related co commuter or
scheduled services and chose chac were related co
charter services. The number of accidencs 1in the
charter services have been higher chan che number
in che comraucars. Jusc as an example, in 1985 so
far six of che fatal accidencs have been by air taxi

operations. One has been by commuter operation.
3uc pare of che problem is wich chis study, and it"s
noc che faulc of che researchers. Ic"s jusc chac che

informacion doesn"c exisc, is we can"c really make a
valid comparison because we don ™ know che number or
miles flown or che number of hours flown by che
commucers versus your charter operators. So, uncil
we have chac informacion, ic"s a liccle bic difficulc
co decermine whether che air taxi operacionc are

more safe or less safe. One of che chings chac we
will recommend co vou chis nexc year is chac we
cooperate wich che federal government and cry co do

a beccar job ac building a statistical base chac we
can make a good comparison on. Otherwise, we"ll

have no way of knowing whecher 1ic"s a good idea to
apply some additional regulacions co che air charter
operacions or che scheduled carriers.

To carry chrough on che ching chac 1 asked, would
you say chac deregulations had anything co do wich
the face chac chey were regulated during 1981, %82,
"33 and "34 and deregulation came inco effecc, could
chis by any chance have anything co do wich che
increase in facalicies or accidencs.
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Scoops: Madane Chairman, ac che beginning of che vear, we
expected chac chac would be che case, chac we assumed
chac deregulation would make che air induscry somewhac
less safe because people, chere would be no longer
any requirements for basis of operacions or maintenance
programs, some of che chings che agency used co do.
Wich che information we have ac hand, you can®c
really demonstrate or make a case one way or the
ocher. We do know chac chere"s more accidencs. A
number of chose accidencs have been by established
carriers as opposed co new carriers, buc we reallv
don"c have che basis on which Co make a sound judge—

ment ac Chis point. I chink chac boch scudies,
boch Che House and Senace scudies make chat conclu—
sion and we have to agree wich chem. Ac chis poinc

we can"t come back co you and say we wane additional
safecy relaced requirements puc inco 133 simply
because we don"c have the scaciscical basis on which
Co prove chac chose addicional regulacions would
resulc in safer traffic. So, we"d like your coopera-—
tion this nexc year to continue the study with our
assistance and "try co get a better handle on whether
we do need some additional pilot training, or we
need some additional number of hours, or for some
way of assuring that when a passenger gets in that
plane that we have the best possible maintenance
programs and the best trained pilots you can have
access to.

Shultz: Just wondering, you mentioned a while ago the
increasing of che insurance rates or the amount of
insurance that the carriers have to carry. Are you
getting, | heard on the radio coming 1in about some
carrier from Southeast or | don"t know where ouc of
Dillingham or someching, was having a problem with
insurance, and I1"ve had other air carriers talk to
me about problems thac they"re having with the cost
of liability insurance, are you still or are you
guys getting a lot of feedback or a lot of complaints.

Scoops: That"s one of our priority issues and we"ve been
dealing wich it in a comprehensive basis, not only
amongst ourselves but along with all the other
industries thac are also having problems. It"s noc
our position that we should reduce the amount of
liability insurance that®"s required, because at some
poinc the consumer deserves to be flying in an
aircraft that"s covered so if chere is an accident,
there"s some guarantee thac they"ll be compensated
for whatever 1injuries occur. But liability insurance
in the induscry is getting higher, safe rated as ic
is for che doctors or the architects and engineers,
for a number of daycare centers and other groups.
Rather than crying to reduce the minimum, our approach.
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Shulcc:

Scoops:

Shulcz:

Scoops:

is co .join wich ocher Induscries 1in suggesting sone
changes co che core syscem so chac we can cry co
deal wich che issue comprehensively racher chan jusc
on an induscry by induscry basis.

Jusc ouc of curiosity, if I may follow-up, whac 1is
your feeling of, okay, having che maximum amounc of
liability insurance, buc ac che same cime whac are
your TFeelings of going in and capping che amount of
liability insurance, or the amounc chac a person can
collecc? A finger"s worth X number of dolLlars, a
hand 1is worth. It's grim to say thac a life 1is worth
X number of dollars, an insurance company knows
exactly where chey stand. And putting a cap on the
amounc of money chac lawyers can charge.

Those are cwo of the proposals thac are being consid—
ered in a comprehensive solution. A cap wouldn"t

be, che cap would be for non, for pain and suffering,
you wouldn"t suggest chac there®d be a cap on whac

a person could recover 1usc for comoensacion for
wages and ocher chings like chac. Buc 1in addition

to chac juries have awarded substantial settlements
for pain and suffering and chac®"s difficulc co
quancifv. We"ve had billion dollar plus secclemencs
jusc for chac aspect alone. We do agree chac a cap
on chac would be in everybody"s interest because
righc now che induscry is jusc passing chose higher
insurance payments back co che consumer. Moc jusc

by our induscry, buc che truckers have effected
higher transportation costs across the board, higher
medical costs.

Doesn"c Workmen®"s Compensation, don"c chey have a
cap on if you go ouc here and work on a machine and
you lose a hand, Workmen®s Comp., bingo.

Righc, chey have » schedule. Thac®"s one of che
chings we"ve looked ac in crying co develop a system
and ic does have some meric in chac there"s some
carcaincy. If somebody"s injured, racher chan having
co go chrough a long expensive process to determine
whac the compensation would be, ic would be nice if
there was a simple way of recovering an immediate
amounc of money and then 1if chere"s going to be
litigation after chat, then fine up co some level.
Thac"s someching chac we"ve looked ac and so far

have come co che conclusion chac a cap on pain and
suffering would be che cleanest way co do ic. But
there is some merit co a Workmen®"s Comp, type of
approach 1if you could figure ouc how to cover the
administrative cosc for thac. There may noc be a

lot of support for che administracion thac"s necessar
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Chairperson:

Davis:

Chairperson:

Davis:

Chairperson:

Shulcz:

Davis:

Chairperson:

Scoops:

co run che workmen®"s Comp, type program across che
board for everybody. Ic"s an interesting idea.

Migrtc 1 incerrupc for jusc a minute. "like, are you
chere in Fairbanks liscening co us?

You bee.
Okay, feel free co break in anytime you have a

question, because you"re scill on che cape as being
here.

Yeah, chank you, Becte. Ic"s been preccv good
transmission excepc for one cime, Represencacive
Shulcz was fading ouc. Buc ic"s been an excellent

transmission, chank you.

Thac"s all right, Represencacive Shulcz has jusc now
discovered chac he lias a buccon on his mike.

I have my mike on now, Mike. I was going co jusc
make noc here, 1ic a quarter co cen here, 1 don"c
know whac cime ic is chere in Fairbanks. You mighc

have been a liccle bic lace.

There muse be a hidden message chere. I"m noc
picking it up.

Well, dun®c worry abouc it coo much. Go ahead
Mr. Scoops.

I guess moving along co jusc a few commencs on che
scacus of House Bill 133. Whac"s happened since che
session was over lasc year 1is chac Che Air Carrier
portion of che bill, Che responsibility was placed
in part wich Commerce. The Department of Commerce,
che Commissioner of Commerce has assigned chac
responsibilicy to Che Division of Weights and
Measures, apparently for funding purposes. I chink
chev felc chac chey had a beccer abilicv chan some
of che ocher divisions co deal wich che clerical
support chac was necessary and we have worked wich
Joe Swanson, che Director of Weights and Measures,
co cry Co provide our assistance in making sure chac
che program was implemented as intended. There was
a leccer chac wenc out lace in che summer chac
notified che various carriers chac chis law had
passed and chac chey were responsible Co gee a
cercificace from che scace co assure chac chey did
carry che minimum level of insurance chac was now
required, S150,000 per sea-. We had a provision 1in
Che bill, as you recall, 1ic allowed che companies to
acquire chac new level of insurance when cheir old
policy expired, so ic would be staggered during che
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Chairperson:

Scoops:

Pignalberi:

year. Ic wouldnlc all nappen abruptly upon the
effective dace of che bill.

Might 1 intervene again, Reed, Whac, how do vou
monitor, how do we monitor, how does anvone monitor
the fact that air carriers are carrying insurance?

Well, the system thac was contemplated was a real
simple one 1in that we required carriers to submit to
the scace a copy of cheir insurance policy indicating
chac number 1, they carried S150,000 per seat for
every plane chac they were flying. And secondly,
chac there was a clause in chac insurance policy

chat required 30 days nocice to che state if thac
policy was going co be cancelled co avoid a situa—
tion where somebody cancels their policy then just
continues flying. So, we assumed thac Lc could he
done chrough che mail. If the carrier did noc submit
it, then there was no basis on which to issue a
certificate. We know pretty much which carriers are
lying because a loc of them are already registered
wich the federal government or have been registered
in che pasc. So there®"s a list of carriers, although
we may noc pick up some of the new ones. And we"re
going co try it. just on a, cry to do it chrough
simple administrative procedures. The first leccer
wenc ouc and there was apparently abouc 2077 of the
carriers responded back and provided their copies or
their insurance policies and received a certificate.
3uc uncil the end of che year, it"s hard to determine
how effeccive, whac compliance ratio we"re going to
have because a Loc of insurance policies don"t come
due uncil November or December, so uncil then carriers
aren"c required to comply with che law uncil their
insurance policies come due. So probably in another
month we®"ll know how many of che carriers in the
state complied to the law jusc on che basis of one

or two letters from the Department. So hopefuilyv
sometime 1in the session, we"ll be able to Let vou
know how sacisfaccorv that system has been in working.
The only problem area chat | would like to raise,

and you might want to talk to Joe about it, is thac
we had some difference of opinion over the enforce—
menc Language 1in che bill chis lasc year, thac

early on after che session we held a meeting to

make sure chac we were 1in agreement on how the bill
would be implemented. Joe didn"t feel that the
enforcemenc sections were clear enough to allow him
to aggressively enforce the bill. "> had a somewhac
different opinion, but we agreed to get an opinion
from the Attorney General®s Office.

Would you repeat thac please.
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Stoops:

Pignalberi:

Scoops:

Okay, there was some difference of opinion over how
enforceable the bill was. There was some different
interpretations on two of the enforcing provisions
on exactly how that would be done and in order to
clarify chat we soughc an Attorney General®s opinion
to see whecher we were right or Joe was right and co
date we"ve never gotten an Attorney General®s opinion
back again, so we don"t know who"s righc. Rut in
the mean time, there®"s been ac least one case of
reports of carriers who"ve been flving without
insurance and unfortunacely ic was a case where che
federal government also had jurisdiction. They
actively sought enforcement, buc the state did not
actively seek enforcement of the state law. There
may be legitimate grounds for that position, but on
che other hand, we"d sort of like to see at least a
letter going out from the state indicating chac thac
carrier was in violation of state law and if it
turns out thac it is unenforceable because of lack
of money or because of Language to che bill, chen we
can correct thac during the next session, a technical
amendment. 3ut we would be happy to see, we would
be happier if there was a more aggressive posture by
the state.

Would you explain what the constitutional question?

It wasn"t really a constitutional question, | don"t

know if Joe can address it when he comes. I think
there were two problems. One is chac if chere was a
violation, was a violation per incident. In other

words, 1if somebody carried passengers without insur—
ance, do you fine them everycime chat they made a
trip with a passenger or is it jusc one violation,

no matter how many times chey flew wich passengers.
That was one quescion. We felt thac that could be
handled by regulation, but Joe wasn"t comfortable
with chat. And then secondly, what"s the recourse

if you are caught. There"s a fine, that"s obvious,
but whether or not you can issue a stop order to

scop that person from flying until chey have it,

chere was also a difference of opinion. We thought
chac the law said that you could do chac. There was
sufficient authority. Joe said we"re not really

sure abouc that, we chink thac all we can do is
revoke their certificate of compliance, but we can"t
scop chem from flying. Again, that wasn"t our
interpretation, but at this point, the state’s
interpretation is that they weren"t comfortable thac
chey could enforce, so maybe Joe can address those
points. I guess we would have liked to at least

seen a letter go out saying chac you are in violation
and chat we intend co take action if you don"t cease
flying uncil you acquire your insurance. Rut in che
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one c.v.se chac we 1ire aware ec, the federal government
dio seek compliance and apparently chev have been
efreceive. So chac incidenc has been caken care of.
Ic"s someching chac we do have co deal wich because
we know chac chere®"s ocher carriers ouc chere chac
are flying wichout 1insurance righc now.

Davis: Reed, chis 1is Mike Davis. I"ve goc a quescion for
you. Thank you, Madame Chairman. IJhen you say che
carriers are flying wichouc insurance, isn"c chac

also a violacion of federal law, chac chey can T fly
wichouc 1insurance.
St000S Represencacive Davis, 1ic"s a violacion of federal

law if chey"re a scheduled carrier, 1in which case
chey have co have S300,000 per seac Liability

insurance. If ic"s scriccly an air charter operacion,
chere 1is no applicable federal law, 1ic"s only scace
law.

Pignalberi: Interstate.

Scoops : Yeah, if chey"re flying within Alaska and ic"s only

a charter service, only scace law applLies.

Davis: And you"re saying chac chere"s no enforcemenc chen
of che insurance regulation and chose chac are in
violacion are noc being cited.

Scooos: So far, chac"s che case and we"ll admit chac 1ic"s
early, chac ic is difficulc for che Deparcmenc
because of a lack of funding. There mav he some

Legicimace differences of incerprecacion in che

bill, buc we"re just raising che poinc co assure

chac in che fucure chac Chere 1is aggressive enforcemenc
because ic"s in people"s "oesc incerasc and we chink
ic"s iIn che industry"s besc inceresc.

Davis: If 1 can concinue, Madame Chairman?
Chairperson: Go ahead, Represencacive Davis.

Davis: Reed, does the induscry "nave any suggested amendnencs
of chings chac would make sure chac chere is ceech.
The truckers said yesterday chere was no ceech in
che law. Do you have any recommendations or are you
going co bring any recommendations co che Legislature
so chac che enforcemenc provisions are being ferreted
ouc.

Scoops: Yes, Represencacive Davis. In che packac chac has
been made available co che Commiccee here, chare is
a proposed sec of amendnencs chac was prepared by
Joe Swanson chac 1 intended co deal wich in che
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Davis:

Chairperson:

Scoogs:

Davis:

Chairperson:

Davis:

Chairperson:

Davis:

Stoops:

Chairperson:

Stoops:

Chairperson:

testimony today. There are two or chree suggested
changes in che enforcement language that we"re
prepared co support.

I have the packet, so I have if it"s the blue folder,
I have chat. If ic"s in chere, I"1l find it.

Reed, do you have the page number thac you're going
to be.

Just a sec, lec me get the blue folder.

Well, Madame Chairman, when Reed"s caking a look ac
thi are you considering introducing some legislation
th will be Transportation Committee legislation to
address these issues and che ones chat were addressed
yesterday with che truckers?

That will be someching, Mike, for the Committee to
decide. But, yes, | very definitely think so. |
don®"c think we want co open up 133, but I do chink
chac we"ll probably have to introduce some type of
legislation that will take care of some of the
problems that have arisen from that. From what |
understand, 1it"s primarily in funding and then che
decision of which agency 1is actually to do the
enforcing and we"re going to have to, as a Committee,
make some preparation for thac.

Well, Bette, if you would like any cooperation from
me or any assistance before the legislature convenes
on some of chese issues, 1°d be glad to work with
you on that.

I would certainly appreciate it, Mike, and we"ll
keep that in mind and 1°11 be able to get in touch
with you up there.

Ten four.

Madame Chairman, the proposed legislation 1is not 1in
the blue packet, I don"t believe, buc 1 got a copy
from Wendy, so I"m sure thac it"s available and as
soon as we find Wendy.

Yeah, as soon as she gets back. She"s busy on
another errand right now. As soon as she gets back,
we"ll find that out.

Until we get copies of the legislation to deal with,
I1"1l1 defer my specific comments.

Here she 1is now.
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Chairperson:

Zundel :

While we"re getting copies of some suggested amend—
ments to the bill, at this time 1 wc"ula like to

defer for a few minutes and allow Dave Zundel, who

is Executive Director of che Air Carriers Association,
to talk co the Committee jusc briefly abouc some of
che work with the Air Alaskan Aviation Safety Founda-—
tion is doing. How chevlre cooperacing on the

safecy aspects of che study and whac chines chey're
doing to cry to reduce the accident race.

Excellent. Mr. Zundel, would you like to come
forward. Then give your name and occupation for che
record.

Madame Chairman. My name is David Zundel. I am the

Executive Director of Alaska Air Carriers Association
and also che Executive Director of Alaskan Aviation
Safety Foundation. I would like to speak on to kind
of summarize whac the Alaskan Aviation Safety Founda—
tion has been doing in che last, particularly since
October of 1985, but specifically, also including a
little bic of history of che foundation"s beginnings
and che funding that the state has given che founda-—
tion. Alaskan Aviation Safety Foundation was estab—
lished in 1978 by the aviation induscry co foscer
aviation safety by providing aviation training
throughout the state. In che firsc few years, the
Foundation conducted aviacion management courses,
pilot and mechanic seminars and chief pilot seminars,
etc., between che years of 1978 and 1980. Then 1in
September of 1480, che National Transportation Safety
3oard, NT3B , published their special study, Air Taxi
Safety in Alaska. The MTSB report clearly established
an air safety problem which indicated thac che
accident race in Alaska was four times the accidenc
rate for air taxis in the rest of che United Scaces.
The NTSB report concluded chac there were three

major factors chat contributed to che high air taxi
accidenc race in Alaska, Number one, che bush
syndrome. An attitude on the part of air taxi
operators, pilocs and passengers in Alaska thac

range from casual acceptance of risks to willingness
to cake unwarranted risks when flying. Two, inade—
quate airfield and communication facilities. And
three, 1inadequate weather observations and insuffi—
cient navigational aids. In June, 1080, Alaska

State Legislature appropriated 351.3 million for
further development of the state aviation syscem.
Specifically, che money was for airport improvements
and weather services. The ocher side of the problem
is eduation of management, pilots and passengers to
overcome the bush svndrome. Note: it is noc just
the bush pilot syndrome. The NTSB report recommended
co che Alaskan aviation induscry che following:
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Extend their safety program to reiterate the hazards
of air taxi operations in Alaska co overcome in
particular the bush syndrome. The Safety Foundation
began a study in 1980 co determine how best co
implement the recommendations of the NTSB. Phase
one of chac was the completion of a report, that

was by che way funded by the state legislature
chrough the Safety Foundation, a report by che
American Airlines Training Corporation defining
Alaskan aviation training requirements. This report
was completed, again, through the funds provided bv
che state legislature. The study completed in July
of 1980 was effective in determining a specifically
designed training curriculum suited co the needs of
Alaskan aviators. The nexc phase was to create such
curriculum. On September 13, 1983, che state con-—
tracted with the Safety Foundation to develop an
Alaskan aviation safety curriculum thac would include
lesson plans to be used by experienced Alaskan
aviation operators when training boch private and
commercial operators co fly aircraft safely in

Alaska. Dr. Jerry Cockrell was hired by che Founda—
tion to spearhead chis project and ic was completed
in the summer of 1985. Phase three of che program

is the phase that we started 1in October of "85 and
chat was co conduct safety seminars throughout che
stace. We actually began a preliminary phase of
the seminars, the safety seminars in 3ethel. That
was the first one we did and that was done in April
of 1985. Since October, che Safety Foundation has
been involved 1in an aggressive program. We"ve been
in Anchorage [tape end].

TAPE 3, SIDE 3
3LANK -Jiyo I A-
TAPE 4, SIDE A

Chairperson: However, | think this could be handled after study
wich a different method than opening a bill. So
thank you for your tescimony or comments, chac word
testimony always gives me, 1 feel like I"m in church
or something. Mr. Scoops.

Stoops : Madame Chairman, 1if it"s the pleasure of the Committee,
we would appreciate an opportunity, about Tfive
minutes, to express our preliminary reviews on those
amendments .

Chairperson: All right. Would 1ic matter if we cook about a ten

minute break and then goc back to it? Would chat
break the chain of thought.
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Dav es : Madame Chairman, can 1 jusc s-iy me comment, please?
Chairperson: Yes, Represencacive Davis.

Davis: I guess ny commenc 1is, and l"ve never heard che
answer co chac, and chac"s whac 1is che, chere was a
loc of posicions in che A.T.C. chac were disbanded,
whacever and whac happened co all chose posicions in
Cerms of che budgec? Was chere anyching chac was a
carryover chac chev wenc inco ocher departments? |
guess | don"c need che answer, buc maybe Mr. Swanson
can give chac co us. Whac happened co all chose
posicions chac were in A.T.C. chac did some of che
funccions chac he"s requesting posicions for now?

Chairperson: All righc. Mr. Swanson®"s prepared co answer chac.

Swanson: The demise of.A.T.C. and che parcicular, mosc of che
inviduals had conversacions wich our personnel
officer jusc a couple of days ago, have been, placed
in ocher agencies. They are a couple chac ere scill
remaining. The posicion chac we"re asking for on
che adminiscracive side 1is scricciy a clerical
posicion, Tfalling wichin one chac was noc specialised
co A.T.C. The 1invescigacive posicion, che way che
bureaucracy works or che administration works, I'm
forced co work wichin che personnel syscem and 1 had
co pick a series chac"s scill ali“e, so | picked one
of our major ones, scandards inspeccor, and 1idencified
chac as che place where 1 would, puc che individual.
The 1invescigacive posicions chac were in A.T.C. have
been eliminated from our personnel syscem, so |
can"c pick up chac parcicular cype of person. Mow,
cercainiy 1if one of chose people were around and on
Che register, we would look ac chem as pare of che

expertise. I"m noc saying chac we would choose chac
individual. Am 1 making any of chac clear.
Davis: Sorry co hold up the coffee break, but 1 auess whac

I"m trying to say 1is chac we eliminated A.T.C., was
chere a reduced amounc of money because of chac
elimination or did all chose posicions jusc transfer
ocher; places?

Chairperson: |1 wonder if Represencacive A.dams could answer chac

question forus a little bic more clearly than. He
doesn®"t have his detail book withhim, buc Mika we
will gee the answer to chac question co you. i"m

noc sure where chose posicions went either.
Swanson?: They did noc go in the Deparcmenc of Commerce.

Chairperson: Thev did nocgo in che Department of Commerce, we"ve
aot chat down oat.
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Davis:

Chairperson:

Zundel:

Pignalberi:

Zundel :

I aon"c really wan?: che answer righc now, Macane
Chairman, hue chank you for holding off che coffee
break for me. Go sec acup of coffee.

Okay, 1 would like co declare a cen minute recess
and 1 mean jusc cen minutes. Lee"s sec back so we
can Tfinish up in cime co so co lunch or whacever.

We, as che Air Carriers Associacion, received chis
Sacurdav and reallv have noc discussed wich our
conscicuencs Co che poinc where we feel chac we can
legicimacely cell you chac che induscry sav; chis or
chac abouc che proposed changes. Thera are, particu—
larly che 75% concepC, 1 chink we"ll cake under
advisemenc and gee back wich you in respecc co chac

as far as our recommendations. There are some
aspeccs of his proposed changes chac | chink chac we
would concur. Lec me see how chis is, under £-2.30.200,

Seccion B or Seccion D, excuse me, a person who
violaces chis seccion is guilcy of a Class D or A
misdemeanor and 1is punishable by a fine of noc less
Chan S500, and he"s changed chac co 51,000 or more.
One of che chings chac we asked Joe Swanson Co find
ouc from che Accorney General was, racher noc, chis
should be a S1.000 fine per flight , per day or whac.
Thac was one of che questions we asked chem. We
recommend chac we charge or fine chem 31,000 per
incident, which would puc a scop co ic immediately
and chac was one of che focuses of our asking che
Accorney General®s opinion because we felc like chac
would cercainiy puc some ceech in ic.

Whac®"s an incident?

Every cime che carrier flew wich p-ssengers would be

an incidenc. Every flight chac he would flv as an
air caxi with passengers would be an incidenc. So
chac would scop him 1in his cracks. The ocher provi—

sions under 42.30.225, clarificacion of compliance

of air carriers, under Seccion 3. This was a recom—
mendation of Alaska Air Carriers, excuse me, Alaska
Airlines. The annual fee for a Certificace of
Compliance 1is S50. The Certificace 1is valid for a
period of 12 monchs following che dace of certifica—
tion. The Certificace shall be displayed on che
aircraft so that it is visible to boarding passengers.
I think we concur wich Alaska Airlines®™ commencs on
chac. And Section C, che Deparcmenc may investigate
complaints or violations of chis seccion and conduce
ocher invescigacions, we would cercainiy concur

wich che ability of the Department to carry on
investigations. Section D, a person who violates
chis section 1is guilcy of a Glass 3 misdemeanor, we
would also concur with chat particular provision.
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Then under
propelior,

-2.30.330,
rotary

design for flighc in che air,
wich chose chinas
cercainiy like co
end cake 1ic under advisement.

say before 1 leave

ceccion
or _ec powered device vised or

o, a:rcra:. means

we also would concur

3uc che firsc seccion we would
have cime co consulc our members

I would like co also

is chac sone of che statistics

from your report are noc adequate to determine che

safecy level of air carriers.

I think chac was

pointed ouc cime and cime again wich che reporc. Ic
seems co me chac wich che Alaskan Aviacion Safecy

Foundacion now having a scaciscical
we cercainiy could help che scace

Chairperson:
being able Co furnish more
scarf can be. a
fly blind on some chings,
chac pun on words,

Je would cercainiy appreciace,

deparcmenc, chac

in chac area.
Mr.

Zundel, your

informacion so chac our
liccle more accurace.

I"'m using 1
buc we Jo frequencly gee

"*Je frequencly
didn®"c realize
in a

posicion where we don"c really have che righc scuff

buc we have whac®"s available co us.

new help, why we"ll

And wich your

cercainiy appreciace your keeping

in couch wich our office and furnishing us wich chat
informacion so chac we can be more correct.

Zundel: Thank you, Madame Chairman.

tomorrow we will

ing in chac meeting will
che MTS3,

hope co cryscalise, 1 guess,

Lec me say,
have a meeting wich Gene Morris, a
scacicician along wich che Safecv Foundacion,

also,

includ—

be Jim Michealaneelo from
Chief of che MT33 office here,

also have a represencacive from che F.A.A.
our chinking

we"ll
and we
in terms

of whac direction we wane che scacicician co mow
Buc we"ve goc che daca and we"ve goc che capabilities

now and
before. And comorrow we"ll
whac direction we can go.

infovnacion, | chink,

macion 1 chink will
whac che problems are,
before.
Chairoerson: Oh, chac jusc sounds absolutely great,
Zundel: Thank you very much.
Chairperson: Thank you, Mr. Zundel. Mike,
Davis: You bee.
Chairperson: Are you lonesome up chere?

Davis: "Jell,

fine.

no 1 goc my parka andmy

36-

I"m exciced abouc chac, I

guess | mencioned

crvstalice jusc exactly
Buc we will
wichin six monchs.

have che
The infor—

help che scace co decarmine
which has noc been done

doesn"c 1ic.

areyou in Fairbanks?

coffee. doing



Chairperson:

Pignalberi:

Chairperson:

Zundel:

Chairperson:

Okay. We kind of miss you being down here, so we

can exchange pleasancries. Mr. Furnace has joined

us, Represencacive Furnace. He"s been ill wich che
flu. Lee"s hope chis doesn"c sec him back because

we surely need him here chis afcernoon. Uould che
commiccee like co make some commencs on whac has
proceeded so far, as far as commencs from che induscry
and che Deparcmenc of Commerce, Weights and Measures
Division.

Thank you. Madame Chairman, |1 cercainiy wane co
chank che witnesses we had chis morning for helping
us review che sicuacion in the air taxi induscry
since we passed House Bill 133, which we had co do
because wich the public abolished che Alaska Trans—
porcacion Commission. I, for one, am considering
introducing a bill nexc session, and | jusc don"t
know if 1°m going co have cime co puc ic together,
chac will accempc to reinscace che Alaska Transpor—
cacion Commission. I would ask Che people who are
participating in Chis celeconference, che air carriers
and mention ic co che cruckers®"™ represencacive chac
I1"d like co gee some response from chem and 1"ve
already goccen some inicial informal response from
Mr. Swanson. 3uc I sure would like co gee some
feedback on chac because I, for one, think chac pare
of che accidenc problem thac we®re having 1is because
che Commission is gone.

Mr. Zundel, would you care co commenc on chac.

Yes. Madame Chairman and ochers on che Commiccee,
chis 1is kind of an incerescing subject because che
carriers in cheir 1986 convention basically have
voted co Cable che mocion, chac is abouc half che
carriers were for and half againsc che A.T.C. and

so ac chat poinc chere was noching concrete. Our
feeling, basically, 1is chat carriers oughc speak as
a uniced voice. Thac®"s difficulc sometimes wich Che
independence of Alaskans in parcicular, of che Air
Carriers Association®"s members. Ac chis poinc, the
only ching chac | can say is chac chere 1is a division
sciil in che Carriers. Half of chem believe chac
chere oughc co be a regulation and half of chem do
noc. So we"ve goc a selling job Co do amor.gsc our
own group, if we are Co supporc ChaC concepc or noc.

Represencacive Pignalberi, I1'm interested 1in your
crying Co ouc chrough a bill. I"m jusc going to

give my own perso\ial opinion. 1 felc chac che A.T.C.
should be streamlined, should have been noc done

away wich, buc streamlined so chey could be function-—
ally more efficient Chan chey were under che fac,

at chac cime existing sicuacion. Unforcunacely, 1
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lose, buc I would be open co a modified version of
A.T.C. coming back. I have ccme co che poinc and
cime in my life where deregulacion 1is beginning co
mean co me chac people could do whacever chey damn
well please wichouc regard for anyone else. |
don"c like rules and regulacions much beccer chan
anybody else, buc if you"re commicced co caking

inco consideracion che healch, welfare and chac
sore of ching of our citizens, as we are commanded
co do in che Conscicucion, chen we have co find
ways co do chac and as far as regs and chac sort of
ching, 1 e always felc somecimes chac chev were
jusc a liccle coo pressing on me. Buc when 1 knew

I had co do someching, chen 1 wenc ahead and did ic
and didn"c do coo much crabbing abouc 1ic. Yec when
I had free rein, | preccy much well did as 1 pleased.
I chink Che average cicizen feels a greac deal Che
same way | do.. People wane co be law abiding and
we don"c wane particularly real rescriccive regula—
cions, where we can®c cum around wichouc asking
someood]/, buc we do need seme direcc ions, jusc like
kids in school, chey need a direccion co go Iin.

Thac remark comes from my school ceacher experience.
I chink we all in life need a direccion and 1if chac
direccion 1isn"c chere chac we can jusc go off on
cangencs and chen create some prectv impossible
sicuacions. Well, enough of chac. Do we have any
ocher commencs from che Commiccee. Represencacive
Shulcz, do you have anyching co commenc? Represenca-—
cive Davis in Fairbanks, do vou have any commencs
you wish co make?

Davis: Well, | jusc have a commenc co Represencacive
Pignalberi. I1"ve always felc chac che A.T.C. needed
co be fine cuned and despice audic afcer audit, Chey
never did ic and so che resulc was che public chrew
che whole ching ouc and | somecimes felc chac chey

wenc ouc chac way. 3uc I chink implementing or
reinscicucing che A.T.C. given che publics mandace
is [indiscernible], Marco. Thac"d be nv commenc on

che whole 1issue.

Zandel: I would like co comment, M.adame Chairman and Repre-
sencacives concerning che Air Carriers concepc of
how we can police ourselves, our own association
and whac we"re doind 1in terras of, whac we"re crying
co do is lift che induscry standards. Lec me speak
on chac if 1 could for jusc a momenc. The Air
Carriers Association, 1i5 years ago under che direccion
of Richard Wien and ochers in she irdustrv. particularly
Rex Bishop of Alaska Helicopters, and Ken Eichner
from Ternsco Helicopters, and others, Orville Livingston
from Livingston Helicopters, creaced a code of ethics
for che Air Carriers Associacion. We basically jusc
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reemphasized chose code of echics, 1"1l make a copv
for che Representatives here, because | chink 1ic’s
very significant. The attempt chac Richard Wien and
Cuhers cried co do. Basically, we believe che indus—
cry can do a loc Co pull itself up from ics own
boocscraps and cleanse chose carriers 1in che induscry
from our association chac should noc be chere. Our
motto 1is aviacion committed to safety. Our Associa-
cion is dedicated to safecy. One of the things

thac we"re trying to do, one of che first things

thac we have done Chis year 1is co create a membership
committee and not allow chose carriers chac are noc
committed co safety 1inco che Association. The

second phase of chac program, basically will be Co
have an audic or a safecy consultation from che
Safecy Foundation on a yearly basis. We hope chrough
chese means and others, chrough programs like a

Chief Piloc course, a Corrective Operations course,

a Director of Maintenance course and che Piloc
Curriculum, co life Che induscry in cerms of safety,
So we wane co do some of thac on a privace basis

and | Chink thac we can do chac. We wane co eouc

Che Carriers Associacion"s commicmenc Co safecy
through the press and chrough public education so
chac people will realize whac che Air Carriers
Associacion scands for and chac is a commicmenc co
safecy. Thac has noc been done and we hope co do
some of chat work ourselves, 1including our own
members, and raising che level of safecy, che con—
sciousness of safecy.Thank you very much.

Chairperson: Thank you very much, Mr.Zundel. Are there any
other comments? Do we have any further discussion
on che aviacion part of our meeting? If not, no
comments, Mike, you sitting all righc up chere?

Davis: Jusc fine.

Chairperson: Will you be back ac 1:30 wich us?

Davis: Looking forward Co Iic.

Chairperson: All righc. I chink 1 am coo. I say thac wich congue
in cheek. However, if chere is no further business,
Chen 1 chink we"ll recess now uncil 1:30 and reconvene
ac 1:30.

Prior Co che report of the Railroad to us, I would
like to have Jack Burton make a stacemenc chac he

wishes to make. Jack, will you?
Burton: Chairman Cato, distinguished Committee members 1*m
Jack Burton. I"'m President of American Federation of

Railways, Local 183, which represencs che largest
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cnacroerson:

Marvene:

Chairperson:

bargaining unir on che propercv. Uniimnacelv, |1
jusc goc back inco cow., lI"ve been on Leave down 1in
che lower j-3 down chere and jusc wanced co [indis—
cernible] here. I haven"c even prepared a cescimonv,
buc whac 1°d like co ask 1is cor you co keep che
record open codav. We do have some differences

wich che Alaska Railroad management inasmuch as
we"ve goc some problems and everything. We're

going co cry co address chose problems 1in che House
if we can resolve chac. I jusc came back from
calking co Congressional[?] leaders down in Washingcon
down chere. They recognize some of Che problems

chac we have. I"ve calked co che legislacive branch
down chere ana we"re calking abouc maybe making an
amendmenc co che Alaska Railroad Transfer Acc if we
can"c gee chese problems solved in che house.
Basically, chac"s abouc all I goc “bcay and \indis—
cernible] our .cescimonv, we Il be back lace coday.

Yes, and | chank you for coming and asking chac we
keep ic open. We very definicely will and 1 chink
we need co acknowledge and nocify everyone chac we
always welcome addicional wriccen Cescirnony, verbal
cescimonv and cry noc co close anyching off. Thank
you, Jack. I"m kind of scalling for cime, hoping
chac Represencacive Pignalberi would be able co gee
here. Marvene, is chere someching chac"s holding
him ud.

Yes, he goc called for a shore Tieecing. He"ll be
back in jusc abouc half an hour.

Abouc a half an hour. Well, darn ic. Ic jusc goes
co show chac Represencacives are noc necessarily
part-cime Represencacives, chac a greac deal of our
cime 1is involved in che legislature and we work ac
odd hours and somecimes have confliccing appoincmencs
Ac chis cime, however, che audience does noc have

ic, buc we do have a wriccen copy of che Alaska
Railroad Corporacion repor There aren®c enough
copies for che audience, buc crv zo follow along
wich us as besc you can. We would appreciace chac.
Mr. Turpin 1is going co give us che incroduccion.

We" Il calk abouc financial highlights and risk
management bv Mr. Yeccer. The marketing overview,
induscry subsidies, Tide V - (J.G.U. Megociacions
and caboose legislation. We"ll also have ocher
people co commenc on ocher chines chac chey wish co
commenc on. Mr. Turpin would you like co scare ouc.
Would you give your name and, I know chis sounds
ludicrous buc we naea ic for che cape, your name and
vour occuoacion.
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Turpin:

Chairperson:

Yetter:

I am Frank Turpin, President and Chief Executive
Officer of the Alaska Railroad. I"m afraid that vou
have given my introduction, which 1is what we would
cover today, but | have no problem at all, vou did

it beautifully. I wanted to introduce to the Commit—
tee Marvin Yetter. You"ve met before. We"ve made
presentations. We have our Vice President of Market-—

ing, Denny Pvobertson, with us today and 1 thought
you may have questions that you might ask or you
might "like to ask abouc our marketing operations.
Denny 1is ever here. Then we also have Larry Wood,
who is our Chief Counsel, and he 1is new co the
Committee, | believe and Larry will be making some
of the presentation. Here, again, if there"s any—
thing in the legal questions, why we®"d be happy to
have Larry try to answer those. So without taking
up any more of your time, we thought we would briefly
cover the Tfinancial highlights which I"m sure 1is of
interest to che Committee and I"ve asked Marv co do
thac. Marv this 1is going to be quice an exercise
without any diagrams.

I am terribly sorry about the lack of diagrams and
chings like chat but chey don"c record on tape and
ic's extremely difficult for the Commiccee to have a
record of what®"s being said. It*s like nodding your
head before the mike, it just doesn®"c activate the
tape.

My name 1is Marvin Yetter. I am Vice President of
Finance of che Alaska Railroad and 1°d like to cover
three basic subjects today: The 1H85 financial
results chrough November, also what we"re looking at
in our "86 capital budget and chen also gi“e you a
brief update on our risk management program. You

may recall chac we have sent letters out in past
monchs with regards to how we have changed our
insurance limits at che railroad co meet changing
insurance industry. Starting off with che financial
highlights, as far as income goes, through the month
of November, we ac che Railroad right now scand with
a nec income profit of 35.S million. That is againsc
our target of S7.1 million through December.
Obviously, we®ve go SI1.3 million co go. We expect

to do thac in the month of December or come very
close. Revenue, however, 1is down from whac we
forecast in the b aget for cwo basic reasons. The
coal, 1import and export coal, or I"m sorry the export
coal and "the local coal to Fairbanks 1is running

about S2 million under what we budgeted through
November. Also, our trailer and flat car traffic,
gainers and flat cars that is down about S3.1 million
from what was forecast. Also, in addition, our
gravel that we hauled this summer was down about S1.1
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million. So the total, we had abouc a 36.5 million
shortfall from the budget wich regards to revenue.
I"m happy to say, chough, thac expenses are also
down abouc the same amounc. Thac"s largely che
result of reduced depreciation on the railroad. The
depreciation 1is noc as high as forecasted. Also, we
have been able to hold che line in mosc areas on
expenses. Now if we would noc be holding che line
on expenses, we would noc see che So.6 million
profic because of che shortfall 1in revenue. I chink
mosc of us know thac che transporcacion Induscrv
race structure has dropped off quite a bic in che
lasc cwo years, probably ~0-50%. Switching now co
capical, presenting questions.

Shultz: Did che, on the coal, revenue off of chac, was a lot
of chat due to che fire ac Healy .line?

Yecter: In che month of November, we were down on coal,
export coal abouc 3300,000 and chac was a result.
Also northbound coal was down because of che fire.

Chairperson: 1 would like coask a quescion on chac, coo. Wich
che face chac Che coal was freezing in che cars, did
chac have anyching co do wich chac revenue picture.

Yetter: We had some early problems, January-February of lasc
year, chac we chink we have chac problem resolved
and we"re working very closely co Che Sun Eagle and
we chink chac problem will be resolved chis wincer.
Ic should noc reoccur. Okay, moving co capital, che
second page 1in your book there under financial
highlights. We expected co spend, in capital spend—
ing, about S14.1 million in 1935 chrough November.
We have spenc 33.2 million in capical spending.
Two basic reasons for che downturn.

1. We goc a lace scare on our capital plan due co
impiemencing whac we call capical control proce—
dures and analysis chac lees us reevaluate each
project before we begin chac project.

In mosc gcvemmenc funding, scace and federal funding,
when an icem 1is puc in che budgec as approved,
regardless of when chat projecc is scarted, the go
ahead 1is given ac budget approval time. At the
Railroad we cake a different approach. Indus cry
cakes a different approach co capical spending.

Even chough we puc an item in che budgec and we
establish che budgec, chac 1is only a plan because ic
may be two years down the road or a year down the
road before thac capical project is really begun and
your business conditions may have changed substan-—
tially ac chac time so 1ic may noc warrant starting



Chairperson:

Yeccer:

Chairperson:

Yeccer:

chac projecc any core. So we puc procedures in
pLace co reevaiuace based on economics, incernal
race of recurn based on che communities chac we"re
doing projeccs in co cake 1inco consideracion chese
faccors. We look ac our 31->.,1 million spending

plan and felc chac crying do chese analyses chac
some of che projeccs were noc juscified. Thev do
noc have che payback. They did noc have che recurn
co Che Railroad chac chey should have so we did noc
do chose. Thac®"s che basic reason why che spending
is noc up co whac we originally forecasc. Now 1711
go over che "86 capical budgec in a minuce which
will give you an idea of whac we plan on doing in
1986. Buc co furcher carry chac, even chough we"ve
only spenc S8.2 million chrough November in accual
spending, we have upgraded che railroad wich equip—
menc and crack scruccure co che cune of 320 million.
The chird page chere gives you an example. We had
purchased five new locomocives ac a cosc of S5
million; 45 new flac cars ac a cosc of 34.5 million;
2 self-propelled coaches, chese are excra coaches
chac we"re 1improving che passenger service wich, ac
a cosc of S1 million; improvemencs for cunnels, 5
cunnels souch of Portage co Seward, S2.4 million;

we resurfaced our crack and roadbed 180 miles chis
summer, which 1is almost a third of the line for

52.9 million; energy conservation, we"ve 1installed
energy, new heacing, ucilicy systems for hoc wacer
sceam heac over in che Anchorage Pore facilities
chac we have chere. Jusc in 1985, we spenc 32.1
million on chac. project. The cocal projecc cosc
chere is approximately, probably in the neighborhood
of 34-5 million. Thac projecc will save us 3300,000

alone each year jusc on energy consumption. In
Whiccier, we spenc 3600,000 on che Tosse Yard over
chere, crack lighting and chac kind of ching. The

same ching in Fairbanks, Allison Branch rehabilita—
tion S800.000. Then we purchased 3700,000 in engi—
neering construction equipmenc in 1985. In major
items S20 million.

Mighc I incerrupc you jusc co ask you a quescion ac
chis cime? At what and poinc and cime were chose
five locomocives purchased?

We ordered che locomocives | chink abouc February of
chis year and chey were delivered in May, end of May
early June.

Inasmuch as the Railroad started ouc wich no monies
ac all except the, 1 chink ic"s S10.3 chac was given
by che legislacure.

310.9 million.
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Chairperson:

.ecter

Chairperson:

Yeccer:

Chairperson:

Davis:

Chairperson

Davis:

Caairperson:

And, were chose locomocives purchased ouc of chac
money ?

Yes. As you can see, jusc on capical alone chere
was a lease purchase, Buc whac we"ve done 1is, chere
was cwo funds given che Railroad. There was a 34.9
million operacing fund, because, as you said, we
scarced ouc pennyless, and we had no receivables or
payables on che books so chac 54.9 million was chere
co" be able Co pay che bills uncil che revenue scarced
coming * from che 30-day, 45-day lag on receivables.
There*was So million appropriaced for capical, co
finish up capical projeccs chac were in progress
prior co Che Scace caking over che Railroad. A good
example of chac was che cunnel projeccs. We did
some work in a cunnel 1in 1984. Some of che energy
syscem chac we. calked abouc, S4 or 35 million. A
loc of Chese projeccs were scarced in prior years
and ic would have been a financial miscake and noc
good business praccice co scop chose projeccs and
noc concinue because of ail che dollars chac were
poured inco chem. The 36 million was co Tfinish
chose prior projeccs caken over or scarced under
federal and chen also co gee che Railroad scarced on
che way on che new capical plan. We have used chac
36 million co finish up chose "3a projeccs. The
locomocives were ooughc 1in 1985 on a lease purchase
plan.

Was “fhere anyching in chac 310 million plus aiiocacion
chac said chac was co be used foe operacing expenses
racher chan capical 1improvements.

We had co use Che 34.9 million for operacing and we
had co use che 36 million for capical. Thac"s che

way ic was appropriaced. We did chac. We had che

funds seoarace and we did chac.

Excuse me for.

Any ocher quescions on chis?

Madame Chairman, | have a quescion when you.
Yes, Represencacive Davis?

I have a quescion on, noc on che page chac you"re on
buc che nexc page on number 5, 1ic says whac percentage
of che Railroad land is leased and whac 1is che 1income
from chese leases. Ic goes on abouc how your
deparcmenc.

Mike, you"re looking ac our report. We"re looking
ac che report che Railroad brouehc 1in to us coday.
So the pages don"t coincide.
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Davis:

Chairperson:

Davis:

Yeccer:

Davis:

Yeccer:

Wood:

I see, chank you, Madame Chairman, ".gell, 1 scill,
if ic"s okay ask chac quescion chen.

Yes, 1"m noc sure Mr. Yeccer®"s prepared co answer
ic, buc yes. He*ll give 1ic a shoe.

As I said ic"s poinc number 5 here and ic calks
abouc che anounC of Railroad leased land and chinas
like chac and ic says in here chac you"re noc required
co comply wich Executive Budgec Act, Accounting of
Public Funds, all chose sore of chinas, buc chere’s
also a stipulation in che law, as | recall, of fair
market value. In ocher words, Che leases chac you
have co charge are fair market value, buc ic looks
co me like even chough che legislature is requiring
you co do chac, chere"s no oversighc, chere"s no way
*Co know chat you people are actually doina chac. Is
chac correct?

Well, | chink chere 1is an oversight in che sense
chac, of course, any policy like chat chac we develop
is all done wich public inpuc and we"ve had 1ic wich
regards co our lease policy and | chink Mr. Tumpin® s
going co speak abouc chac a liccle bic lacer. Buc

we have had several meetings wich Che public regarding
che development of our lease policy and co do chose
exacc same chings and make sure chat we got in che
policy chac controls, chac proceccs boch che public
and che Railroad. Also, of course, a good poinc

chac Mr. Turpin jusc made chac we are required by

che Acc to be audiced by an independent certified
public accounting firm, which is Ernst & Whinney in
our case. In addition to chat, we are required by
the Act to have a railroad expert management firm
come 1in each year, annually, and do a study and
determine whecher or not the Railroad is being run
cost effectively and meeting railroad standards. In
addition to thac, che office of Managing and Budgec,
or I'm sorry, che scate auditors, that branch, have
che righc co come in and review che records of the
Railroad.

I see. So they have the right to review chat, but
all that information can become public documents.
Is thac correcc?

I would have Co check with our attorneys on thac. |
don"t know, I don®"t think chat with regards to our,
the lease policy can be, I1"m not sure about che
rates we charge on ocher people®"s property.

Representative Davis, chis 1is Larrv Wood. W_th che
Chairperson®s consent 1"1l answer that question.
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Chairperson: Please 20 ahead.

Wood: Than would be parr of che lease documenc and chac
would be someching chac someone could cone in and
look ac. I guess you"re calkin2 abouc whac race is
being charged for a specific lease, correcc. And
chac is someching chac could be examined.

Chairperson: Mike, 1if | mighc incerjecc a commenc chac chere is
noching 1in che Acc, however, chac says chac you muse
send co che 1iegislacvire a reporc of chose chings.
You"d keep chem in-house and chac chere 1is noching
chac says chac chey have co go Co che legisLacure
yearly. Am |1 correcc 1in chac?

Wood: If che Railroad decides 1ic would like co issue a
lease in excess of 35 years, ic would have co eic"ner
have a provision in che lease chac chac cerm would
be subjecc co Railroad use, should ic need chac
parcicular lease or chac land afcer che 35 "“ears, or
gee che legislacurels permission co granc a lease in
excess of 35 years. So wich chac one excepcion,
chac®s a crue*scacemenc. The informacion 1is avail—
able, as Mr. Yeccer has poinced ouc, for audics.

Ic is also available for inspeccion by Represencacive
Davis or ochers who mighc have an 1inceresc in decer-
mining or assessing whecher or noc che Railroad has
been abiding by chis mandace, by che scace law.

Chairperson: However, || chink che poinc I"m geccing ac is chac
chere 1is no direcc obligacion co inform che legisla—
cure of chese chings chac we"ve been calking abouc.
Am 1 correcc as far as chac in che Acc?

Wood: Righc.

Davis: Madame Chairman, 1°m jusc crying co aec chings
clarified for myself, buc in here, ir. your reporc ic
says whac percencage of che Railroad land is Leased
and whac 1is che income from chese leases and in here
I"m perhaps miscaken[?] buc ic says chac no informacion
is available on now or where chis income 1is spenc.
Maybe 1 jusc read inco chac, buc chere was no infor—
macion on which land was leased and which wasn®c.

[cape end].
TAPE SIDE 3
Chairperson: chac informacion. So 1 chink chac®s whac chac 1is

referring co in your reporc.

Davis: Okay, chank you very much.

-96-



Chairperson:

Wood:

Chairperson:

Yeccer:

Chairperson:

Yeccer:

Lec me clarify someching in nv own mind chen.
Inasmuch as che federal records did noc keep crack
of che 38,000 acres of land, individually piece by
piece, chen che Railroad 1is in che posicion righc
now chac chey accuallv don"c know themselves whac
land is where and whac you do have jurisdiccion
over. Am 1| correcc in chac?

Well, chac®"s che process we"re going chrough and we
know generally. There 1is some land chac 1is in use
chac we don"c know and we"re going chrough chac
efforc now and cacaloging and organising chac co
make sure. Buc co say absolutely every one of chenm,
you"re correcc.

Concinue, Mr. Yeccer.

IT chere are no more questions in regard Co chac,
we"ll go on to che %86 capical budgec. In 1986, our
capical budgec we expect co spend S13.5 million
againsc a budgec chac has a value, new purchases of
ST7.6 million. Whac we"re looking ac 1in 1986 as far
as major capical purchases in che area of equipmenc,
we"re looking ac buying 20 new air dump cars, chese
are sore of like a gravel hopper car chac has a side
dump on chem. We®re looking ac buying 3 locomotive
cranes; 8 Locomocives of which chey may be remanu—
factured , chey may be new; numerous light vehicles;
abouc S3 million 1in conscruccion equipment; showing
some building upgrade in regards co local employee
housing chac we have for che summer work crew;
upgrading four seccion facilities; putting in a

fire and security system in our Anchorage properties;

numerous building renovations. So che value of chac
is SI 7.5 million we will spend againsc chose parcicu—
lar icems. In 1986, S7.3 million. Wich carryover

spending of S6.3 million, which 1is [indiscernible]
projecc chac was started 1in 1985, the cocal of

chose cwo chen equals SI3.5 million to be spenc.

In order co make chac spending plan of SI 3.5 million,
we expect co utilize the cash thac we have on board
ac year-end 1985 plus che cash chac"s generated

from profics in 1986.

Are there any quesCions on chac? Mo.

One ocher short subjecc chac | chink we need <co just
mention briefly on che lasc page of che financial
seccion chere, we all know che insurance induscry

has made a dramatic recreac as far as the availability
of policies during che lasc year and also che cosc

of chose policies has been rising significancly.

Prior co July, 1985, Alaska Railroad cacked onco che
scace Risk Management Program. We paid our share,
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buc because we were tacked onto the state®"s plan, we
goc it ac a reduced cost. For a 330 million Ltabilit*
policy, 3200,000 deductible tacked onto che state
plan, we pay 3500,000 annually for thac coverage.
July 1 we had co secure our own insurance. Also,

che 1insurance companies would noc allow Railroads co
be tacked onto che scace plans after July 1. So we
wenc ouc and secured our own 1insurance. Railroads
are very difficulc co insure. The maximum insurance
chac we could gee ac a reasonable cosc, regardless

of casualty insurance, .general liability insurance,
worker®s compensation, with a 330 million Liability
limit and a 32 million deduccible, before we had a
350 million Liraic and a 3200,000 deduccible. We

wenc to a S30 million limit and a 32 million deducci—
ble for an annual cosc of 31.2 million. In addition
chen, 1insurance on our buildings, concencs and
structures, che rolling stocks chac we have on che
Railroad, we goc an additional policy which had a

320 million Limic buc it had a 310 million deduccible
Thac policy cosc 3120,000 a year. In addition, we
have a directors and officers libilicy insurance.

Ic has a 35 million liability limit wich a 310-75,000
deduccibLe depending on the occurrence, chat's
344,000 a year. The total of chose chree policies,
which gives us less coverage than we had before with
a substantially higher deduccible 1is 31,4 million.
Thac 1is being funded ouc of Railroad profits. |
chink this 1is the same kind of sicuacion thac you're
seeing, | know chac chere"s a committee looking 1inco
chac for che scace. Ic's the same kind of thing

thac we"re faced wich in ocher things 1in Alaska.

Chairperson: Yes, | was jusc going to commert thac che insurance
races in che scace of Alaska 1is mighcy nleak ac the
present cine. Ail industries are, and individuals,
are being faced wich premiums chac are almost impos—
sible wich far Less coverage chan they ever had
before. There 1is a committee working on chac and
it's high time we did cake a good strong look ac
chac picture.

Yeccer: If chere"s no ocher questions, thac wraps it up.

Chairperson: Mike, do you have any ocher questions? I had one,
but 11l save ic for when Mr. Turpin comes up. It
doesn®"c have anyching to do with the finance syscen.

Turpin: "Il come up briefly if you wane.

Chairperson: One ching thac | was curious abouc and chac 1is the_
Railroad corporation and 1 know the Acts racher well

because | heloed wrice 1ic, 1is exempt froma greac
many things thac your average corooracionwould have
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Turpin:
Chairperson:

Burton.:

Chairperson:

Burton:

Chairperson:

Robertson:

to do and what 1 would like to know is how nanv
services that the state gives are you taking advan-—
tage of or thac you do have chat are not available
to privace industries. Uhac type of services?

Thac®"s what | intend to cover.
Okay. Then we®"ll just wait uncil that time.

But, 1 chink that"s a very good question and 1I™'m
really very anxious to talk about ic. VJhac we have
set up today is more or less a panel of people to
answer your questions as much as anything else and |
anticipated this would be one question area, so
we"re prepared for that. But we also have brought
our Marketing Vice President to talk a little about
our marketing area and che primary services that we
sell, but he is also here to answer anv questions
you may have about our marketing. I want to remind
you to please feel free co work us over because
that"s why we Te here.

I will.

So 11l lec Danny Robertson come up chen and answer
the marketing side of our operation.

Thank you, Mr. 3urton. 1 feel like che lone ranger,
I chink all my collegues have deserted me. They"llI
be back.

My name 1is Danny Robertson. I"m Vice President of
Marketing for the Alaska Railroad and for chose
people who are here coday, | have the most interest—
ing job. I would like to calk to you today abouc
marketing, what it is on the Alaska Railroad, calk
to you about our marketing policies, what che markeC
is, what the institution of our revenues are, a
little bic about taxes, chat subject in particular.
Marketing means different things to different people
and so everybody gets a liccle different perspective
when they hear the word marketing. On the Railroad
it follows pretty much che textbook definition. It
includes basically almost all of those chings that
you"ll find 1in any standard college marketing text—
book. First of all, we sell our services, we have

a sales group, people who go out and try co drum up
a liccle business. Secondly, we price our services,
we set the prices to our service determining the
ride, and chis is basically something that e

costs are based on what the competitive maric® is
out there. Another area 1is weights and service
contracts. This 1is a little more technical and
involves more chan just setting a price. It involves



writing a concracc foe, deciding "bar a concracc
will need bacveen che Railroad and che shipper,
equipmenc and service plans, ve 1in cooperacion wich
operacing fees, decide on che specificacions of che
equipmenc chac we need for anv parcicular craffic

segmenc or new bridge [indiscernible]. The number
of cars, for example, chac we need, depending on
che cum around we would gee. Market planning

means simply whac we"re doing all che cime. We"re
planning for che volume of business chac we can

gee, looking ac ic wich che fucure of whac business
we should be going after and whac we have co do co
gee chac business. Markee research is someching
chac 1s done coday mosclv by our sales deparcmenc
because we really don"c have che big scaff, we jusc
have a few people chac are wearing several hacs
quice frankly and che salesmen are wearing che hacs
and chac person who"s ouc chere is doing che market
research and developing informacion on whac new
business mighc be ouc chere and how we can pull ic
in. Markee development 1is someching chac we have
done very liccle of. Think of lee"s say a sales—
person, noc necessarily a salesperson buc a marketing
person on che Railroad who will go ouc and see an
opportunity say for a call hell or a mine, a business
opportunity ouc there, chen he would call che people
who are doing chac sore of ching and crv md bring
them in and bring in the financing and try to get
che sicuacion sec up where somebody could go into
business and give us business. This is called
market development. Customer service is cuscomers
frequencly freighting cars and expediting shipmencs,
dealing wich a customer while they®re learning or
quice a variecy of chings. Advertising 1 guess |
don"t have to explain here. Promotion means typically
going co a trade show and having a good displav
along wich providing say brochures or a number of
ocher chings and we"ll communicate with the public
about railroad service.

Chairperson: Danny, can |1 interject here. You slipped over
advertising very neatly and adroitly. I understand
chat you have recently hired Rick Mystrome on a 5.5
million contract to market ouc 1in the lower 43 to
advertise and I°d like Co have you explain co us
exactly whac cype of freighc he"s going Co go after.
IJhat"s ic"s all abouc.

Robinson: Okay. This year, 1985, wichouc a real marketing
program in effecc or advertising program or adver —
tising department, we will have spent about 3300,000
in advertising. Thac"s kind of on an aahoc basis.
You decide you want an ad in chis magazine, somebody
comes along wich che groundwork. 2J have this
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Turpin:

Robinson:

program if you cooperate with us and advertise and
this amounc of monev, surprisingly enough, does go
ouc 1in incidental advertising. The display ads chac
you see in some of che cravel magazines, chac sort

of ching. Ue"d like co have che energv in che markee
place ac all, you simply have to do chis kind of
ching. Mow, we"ve said how advertising is one of

che main marketing prospeccs chac we had. Ue're
going Co cry to do a good job of ic. We can"t afford
Che people; we can"t afford a professional in adver—
tising area or an advertising deparcmenc, like some
of your larger companies have. So whac we did was
organize whac |1 call an advertising team. It"s che
represencacive of all che scockholders, in ocher
words, che people, for example, che operacing deparc—
menc. IT che operacing people can"c do whac we say
in our ads, chen we"ve made a big mistake. So

we"ve caken people from each of Che departments who
mighc have an inceresc or be able co help in an
advertising program and drawn up a team. The ceam
decided chac we need an agency, an advertising agency
co do chis. So chey wenc chrough che selection
process. They wenc for advertising for bids and

have the presentation by all the advertising people,
come back and chey firsc narrowed 1ic down Co four
agencies and Tfinally they selected one and chat
happens co be Che Mvscrome. Mow che S500.000 was
encrv of close co 3200,000 over whac we would have
spenc in 1985. Thac 3500,000 basically will go Co
che media for advertising. Mystrome will gee his
commission from che media. Thac"s che way 1ic works.
We won"C pay Mvscrome for chings like doing some
research forms, surveys or chac kind of ching chac"s
necessary. Buc basically thac monev will go for
advertising. Ic seems like a loc of money, but if
you look ac che advertising budgec of any corporacion
chis size, you"ll chac chis really isn"c a loc of
money Co spend on advertising.

I think one thing chat Madame Chairman may be wonder—
ing and not appreciating. To you folks SI million

of income that we receive takes a highly trained as

a result of advertising in che lower £3 and we get
about S18 million, 1 think, Tfrom the lower Irf.
Business from the lower 48 that we need co identify
down there.

It's a loc of money. Right now above che chree
services thac we have chac bring up business, che
Piggy 3ack from Seaway, Che Mighty Train, Computer
Line, railroad cars and the additional Canadian
MacionalL and from [indiscernible]. We get about S20
million. Our goal for 1986, if our Board of Directors
go along with 1it, boosting up our sales Co S29
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Chairperson:

Robinson:

million. So wich che increase of at S.5 million,

che sales and everything, we can gee an excra 3°
million. Ic"s chere, ic"s waiting for us for che
excra S200.000 in advertising. Other than a good
sales program you have co have a good advertising
program. You have to have that kind of supporc
tindiscernible]. But the 320 million thac we will

get from che lower 43 [indiscernible] and [indiscern—
ible]. [Mr. Robinson®s voice 1is very muffled on
cape.]

I would like to comment to the audience that noc
only am 1 Chair co che Transporcacion hue during my
can years chac che Railroad Acc sas wriccen, plus
che face chac | have a personal interest in ic
inasmuch as |1 represenc che Sixth Discricc, which
contains che cwo ports chac che Railroad goes inco,

which is Seward and Whittier. Of course, I*m always
interested in what goes on chen as far as the Rail—
road"s concerned in chose two areas. So I"Il1 declare,

ic's noc a conflicc of incaresc as far as I"'m con—
cerned, ic"s merely an inceresc chac | try to keep
myself appraised of che various chings chac are
occurring. Then | have a chird port also in my
district called Valdez.

Any company thac has, chac"s going co he successful
needs to have ac lease che principles that are fairly
consistent. We"ve sec down [indiscernible] princi—
ples chac we call our marketing qualities and |

would jusc like co review a few of them here with

che Committee. Some of che more important chings.
Firsc of all, historically, people of Alaska have
been found co enjoy Low cosc transporcacion. Recently,
because of, againsc competition among che carriers,
che races "nave come down. Lec me give you one
example. I was calking co one of che truckers thac
[indiscernible], he cold me chat three years aeo he
charged 31,600 to ship, co move a trailer load of
freight from Anchorage co Fairbanks. 31,600. Today
he charges 3800. Thac®"s how substantial competition
has been and we, since chis 1is a competitive market
we"re dealing wich, chis 1is whac really cues che
prices [indiscernible]. With the help of people of
Alaska benefit, we have a significant and valuable
end of the transport [indiscernible], like coal,
gravel, [indiscernible], trainloads of Piggy Back.

We have [indiscernible], buc we don"c have che
responsibility che cruckers have. We can move a
high volume of freighc at very little cost. So we
can charge low prices and still make a reasonable
profit and thac®s our goal and we“re really enthusi—
astic abouc [indiscernible] low cost transportation.
We think that this 1is one of our most importanc
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issues. Anocher thing, 1in any marketing program
you have co have che product, the servi. mchat the
cuscomer wanes. Today the customers, our customers
and che lower 48, want one t-.ce for a number of
carriers chac Chey mighc use 1in che rouce. For
example, chey mighc move a carload of freight from
Kansas City Co Seaccle, chen che carload would
concinue on water up to Whittier and on rail again
or might move on cruck along a certain. They scill
wane Che shippers and 1 can guarantee chac Chis 1is
che direccion I would wane. Concrol 1ic, fascesc
Cime in reaction on one race. They don"c wane Co
monkey wich the details of cransporcacion. They
don"c wane a cransporcacion [indiscernible] Chat
chey have to [indiscerniblLe], chey wane one race
and one race only. This |Is whac we"re doing.

We"re giving chem two concraccs and we"re crying co
make 1ic chrough wich a shippers log and as little
pressure, In the cocal process ic"s important chac
we deal wich our connections here, chere's Highway
Trains, Canadian National., Seaway, Sealand and
we"re on good cerms wich ail of chem. Furthermore,
because of our unique sicuacion here, we chink 1ic's
necessary chac we be consiscenc and if we ever have
Co go co court, if we ever have to Lay everything
out on a lake and everything, we really do feel
chac chere could be no oossible basis for cricicism.
Anyway, that"s one of our policies, one of dealing
with all of our conneccions here on a fair and
equitable basis. We"ve had surprisingly low crici—
cism. We"ve had no crici"ism thac we can"c beac.
Any company chac is going Co be successful and a
well recognized business oughc co be recognized.
Some people have different conceptions about whac
che market is and as far as che Alaska Railroad is
concerned, none of our markee pla”“-s are greacer
chan 16.77”, as we noced in che price part of your

book chere. In chat you showed che charts scaled
down 16.7% and chere are different cypes of business
chac have been broken ouc here. I jusc wanced Co

Cry co [indiscernible], gravel, coal or our high
volume, we creac differently chan some of che ochers.
In gecting back co policy, we calked abouc che

markee place and che nocificacion. | just wane co
mention one thing, we"ve done a few predatory pricing.
Now predatory pricing is che practice of pricing
below the variable cost in order to drive the com-
peticor ouc of business. You do 1it. it sacrifices
part of your own revenues and capital base coo.

Once you gee chac competitor ouc of business, chen
you can look ac Che environment, you can raise che
prices from Chere. We won®"c do ic. We won"t have

co do ic. To do ic 1is illLegal. Ic*s unethical and
we jusc don"t have to do it to stay 1in business.

-103-



Chairperson:

Robinson:

Chairperson:

Robinson:

Chairperson:

Robinson:

Chairperson:

Robinson:

So | vane co poinc chis ouc. Thac 1is our policy,

ny personal policy and ic won"c happen on Alaska
Railroad. I believe we"ve caken a Look ac narkecing
and we"ve calked a Liccle bic abouc che distribution
of che revenue One of che areas where we provided
service and we don T make money. In face, we subsi—
dize 1ic by freighc revenue and chac"s che passenger
rouce. We had some goals in our passenger business
and chac®s co prove che reliability and che concinued
economical purpose of Che end, so che people will

go ouc. We wane co improve che qualicy somehow.
Somehow we®"ve goc co gee che new equipmenc and

we"ve goc co have concinued passenger service and
we"d beccer have someching people can be proud of.
None of us can colerace che present level of our
passenger service wich che equipmenc we had.

Mighc I incarj.ecc one china. Self-propelled cars,
are chose che bud cars chac?

Yes, chey are, chey [dndiscernible®!.

Yeah, when we gee differenc names for different
chings, somecimes you"re noc sure where vou are and
you do have cwo of chose ac che present cime?

No. We have cwo chac are on order. The firsc one
will be 1in nexc week. The second one abouc che
middle of January. We plan co cake open house on
January che Sch and have everybody come down and see
che new car. You wane co be sure you®"re in town
chac day. Thac"s Monday.

I know. I"m heading for Juneau chac day. M.aybe I
can stay over an excra day. Will you come and pay
my hocel room.

We"ll give you a ride.

Are chese going co be puc in co service co Whiccier
or are you planning a valley cype, because | know we
discussed chac before, what: ycur plans were 1in chac
area, as long as we"re on che bud car sicuacion.

We plan co have one converse che same rouce as our
regular passenger train service from Anchorage,
running from Anchorage co Tenalo Poinc. The purpose
of chac is co free up our express service between
Anchorage and Fairbanks. Free up chac service from
che local scops chac normally will be made. The
train will run actually ahead of our regular oassen-
ger train and make more scops and [indiscernible]
bush. One ching 1if you notice chac 1"ve forgoccen
is che senior bush [indiscernible], chac will be,
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Chairperson:

Robinson:

Chairperson:

Robinson:

actually, thac will include service co people who
have no ocher means of cransporcacion [indiscern—
ible] .

Will you be able co carry che groceries on chis
round?

We"re going co do chac. Well, che bud car has plenty
of room for chac 1in cargo space, half passenger,

half cargo space. However, che bush freighc, we have
anocher scheme chac we were looking ac for chac.
Again, we"ll give beccer service. A poinc co mencion
is chac [indiscernible] passenger service 1is in a
scace of change from about February through [indis—
cernible], of chings chac we"re studying. For
example, flac car service, a liccle pair of tweezers
having a train station ac Whittier and making a lot
of Whiccier .[indiscernible] and back, and providing

a service, improved service findiscernible] and
operacing below cosc.

You"re calking abouc flac cars here now where chey
move che cars because 1 thought racher extensively

on the "oud car service co Whittier and 1 can"c see
where a bud :ar would do any good down chere inasmuch
as people have co have a vehicle. You"re noc going
co gee anybody to come inco Anchorage on a bud car
and carry all cheir groceries aboard and then try co
scagger around Whittier wich chem. Ic™ jusc uncom—
mon sense when you know che area and scuff. You

are calking abouc improving che shuttle service

chen?

Improving che shuccle service, 1in face, we have
[indiscernible] che communicy of Whiccier and chey"ve
given a loc of good ideas like scheduled changes and
marketing. We"re going co incorporate everything we
can and chac chey wane. IfT all che carrier was
suggesting was [indiscernible], 1ic"s verv likely
[indiscernible]. We"re coming co cimes above new
Whiccier service coo. Ic*s really going to ‘e a
plus and 1 chink che people will be happy. There
will be in accordance wich a number, our typical
number of car special trans that we have. Anocher
one tha myou may be interested in is che Seward
excursion. This is [indiscernible], this is a
weekly train. During che summer cime we"ll have ic
on Saturday mornings, each Saturday morning. Ic
will be 1in Whiccier around noon and chen lay over
four hours and come back co Anchorage. Everybody

we talked co, we calked co Harry Deems wich [indis—
cernible] .and he likes che idea. He choughc 1ic was
good. He said che only problem we mighc encounCer
wich chis 1is chac people may like 1ic coo well and

we may have co.
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che railroad yard co gee chem downtown.

Robinson: Mo, 1 chink whac we"ll do, this is che bud car we"re
calking abouc. We®"Il run on Sacurdavs, ve could run
ic on che week [indiscernible!. As 1 indicaced co
you che whole passenger train 1is kind of [indiscern—
ible] co Alaska and chese are che chinas we"re kind
of planning on racher [indiscernible]. They sound
good co us. [Indiscernible] improvemenc and boch
che profic and che service co che public, particu-
larly, [indiscernible] we"d caken some real knocks
and [indiscernible].

Wendy: I would jusc like che Comraicce members co direcc
cheir quescion, quescion 19, ouciined quescion 1<
buc I guess 1 goc a liccle bic enchusiascic. |
chink 1°d be offering daily schedules co Seward.

Robinson: We"re crying 1ic ouc.
Wendy: I jusc don"c wane people co gee up and chink chac.
Robinson: Reservacions and cickecina area, chac"s inefficienc

coday. We inhericed a syscem chac was preccy much
ouc of dace and we"ve been scruaglina wich ic for a
while. Mow we®"re aoina co puc in a modern compucar-
iced syscem. Ic will cake care of che [indiscern—
ible] of che people who cype reservacions aec chem.
Ic"s supposed*co be an airline cype of svscam and

we will do chac afcer [indiscernible}.

Chairperson: All riahc. Does che Commiccee have an;, quescions
for Mr. Robinson? If noc, 1 chank vou for your
presencaclon.

Davis: Madame Chairman.
Chairperson: Yes, go ahead, Mike.

Davis: I have a quescion or caybe jusc a, | don"c know how
Co puc ic exacciy buc I enjoyed che cescirnony and
I"ve jusc goc a quescion on markecina policy and on
che advercising budeec and | cercainiy can underscand
che aggressiveness of che Railroad co gee ouc and
hie chose markecs and | auess my concern, | suppose,
is we have chis encicy chac we"ve [indiscernible!
asked co run as a privace corporacion and Co show a
profic and 1 chink many of us were cercainiy in
favor of chac, I guess on one hand | ""ee chac a
racher large corporacion revisics che scace and
chey don"c have cc be predatory co do a good job
and 1 [indiscernible] and ic"s cercainiy an influence
in driving down che races. I see che [indiscernible]
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Robinson:

Chairperson:

Davis:

economies of scale end I certainlv (indiscernible]
chem for chac buc I can see an inherent conflict
chere between a snail business person versus someone
wich their hand ouc for a budgec of 3.5 million.

So, I can underscand where some people are coming
from when chey say chac chey made cheir races conpeci
cive. I don"c know if you have any commencs on

chac. I cercainiy don"c have any criticism for you
people chac are crying co run che besc corporacion
chac you can and yec | see by doing chac, as you
say, a loc of che working races were very high ac
one Cime and now chey"re cercainiy noc now. Do you
have any commencs on chac. I can"c exacclv say

chac Chere"s really, really ocher chan vicariously,
buc do you have any commencs or anyching chac vou
mighc [indiscernible]? 1"d appreciace your thought.

I chink 1 could commenc on chac and | can appreciace
chac a small business person who isn"t as versed
because che Railroad has been a direct way of life be
upset abouc chac. There®"s cwo chings chac | chink
we should keep in mind. The railroad 1is becoming
compecicive, has been following che race racher chan
leading in many instances. We haven"t necessarily
been a leader but where we"ve had co be compecicive,
we have been aggressive and come in ac a markee
compecicive price. Mow we"ve been able co make
money ac this and I chink chis 1is where our svstem,
harsh as ic may be, 1is righc because che people who
would benefic from chis sore are che consumers.

They use che cransporcacion service. If we can

be compecicive and get che business, we chink we
oughc co deal wich che goods and the mosc cosc
effeccive producer should be the one chac gees che
business. Again, | am sympathetic with chose people
who have been in long haul crucking and perhaps have
noc been able co provide partly as a result of our
activities. One final commenc on chac, the same
ching has happened chrougrouc che lower Rail —
roads have become aggressive. They"ve become cosc
effeccive. They®"ve made a profic over piggy back
[indiscernible] and a loc of long haul cruckers who
were formerly compecicive blame[?] us because chev
lose che business and now cheir cusComers are ship—
ping cheir trailers on che railroad and we"re doing
che same. Ue"re hauling for quice a few cruckers.

Do you have any further questions, Represencacive
Davis?

Mo, 1 don"c have any questions. I could jusc see
che dilemma chac would explain why. Ic"s noc cer—
tainly anyching chac we would have anticipated but
by caking che railroad it doesn"c really maccer
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Chairperson:

Turpin:

whecher 1ic was privace corporacion or if 1ic was
cor.croLled by some ocher firm, chey"re going co
basically oe running che same kind of an operation.
I appreciate any comments. Thank vyou.

Thank you very much, Representative Davis and thank
you Mr. Robinson. Mr. Turpin.

I thought I1°'d calk a little bit co you abouc indus—
cry subsidies and I guess chis 1is probably being
generaced co a greac axcenc by che crucking induscry
now. Ac lease I1°"ve heard more from chem chan ochers
who are somewhac dismayed by che face chac chev

feel ic"s unfair competition for che Railroad noc

co pav caxes and scill compece wich chem. We chink
ic"s racher 1ironic chac che trucking industry is
doing chac because chey"re che mosc subsidized
induscry 1in che scace. I don"c have Alaska figures
on chac buc 1 have a liccle chart from che scace of
Washington chac has some very interesting daca anD
also che scace of Illinois has some ocher chac is

very similar. We may "nave chis in Alaska, 1°m noc
sure, buc ic mighc be someching che Commiccee would
find of incarasc. In che liccle cable you have in

your book breaks down che cosc of che highwav con-
scruccion/highway maincenar.ee and according co each
class of vehicle chac uses chem. Thev found a verv
interesting ching on highway maincenance and opera—
tion and construction. The automobile costs about
396. per year co operace for che scace co pay che
maincenance. The automobile owner pays abouc 366

in caxes, or abouc o03% of che aucor.obile cosc co

che scace Ls actually paid by che owners. Ic goes
chrough all che different types of chings. One
incarascing ching 1is che caxes which pays, or racher
fees for operacion, pays almost twice ics cosc in
che scace for operacion on che highways. When you
gee down co the cruck crailer and look ac a five-axl
cruck, you can see chac cheir cost co che scace, or
chev oav abouc 677”0of cheir oDeracing costs co che
scace and cheir taxes, which means chac che trucks
are subsidized by a suitable amounc by highway
maincenance costs. In chis scace we have no absoluc
daca on mosc of che conscruccion; however, one
interesting example chac I'm very familiar wich is
che Haul Road chac goes to Prudhoe 3ay. Thac costs
che scace over 33 million a year jusc co maincain
chac Haul Road. I chink ics 33.5 million for 1986
and chac road 1is exclusively used by trucks. You're
not permicced co arive your car on ic even if you
wanced co. So ic"s an entirely complete subsidacion
of che crucking induscry by che Scace of Alaska co
che tune of S3.5 million a year. The ocher highways
are che same way.
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Turpin:

Pignalberi:

Turpin:

Pignalberi:

Turpin:

Pignalberi:

Turpin:

On che Haul Road, che trucks aren®c all subsidized,
you could say chac chac®"s a subdivision of che oil
induscry.

No, 1 don®c chink you"d say chac. The oil industry,
for che mosc pare, buys a loc of cheir supplies and
equipmenc and, of course, Aleyeska cercainiy uses
che road and builc ic and save it to the stace. Ic
was SI1 22 million in construction plus anocher S32
for che Yukon River bridge, which came from che
federal government. So once you gee inco

Whac abouc all chose crucks chac are going up co che
Slope.

Oh, buc Chose crucks are paid for cheir haul. Thac"s
an income received by che cruck. The advancage chac
crucks have over air craffic, for example, for the
same amount of haul, that gives a truck quice a
competitive advancage. He doesn®"t have to pay
anything for maintaining his highway. While we"re
calking abouc chac, how do you explain che 6777 crucks
pay on average highway income? And chac"s a direcc
subsidy co crucks.

I would say chen chac you wane Co cake a look ac the
airport maincenance also. The poinc 1is chac chac 1is
che investmenc che scace has decided co make co
supporc chac industry which, I, for one of course,
fondly concur. I don"c chink chac"s a direcc parallel
with che compecicion from crucks and che railroad.

Which leads me Co gee to che poinc. I"m coming to a
point.

But where the situation in Oregon or Washington,
wherever this daca is from, how we can extrapolate
che situation chere co the situation here and the
Haul Road 1is an anomaly on the encire highway system
in the scace. So | don"c chink 1ic serves co give
your example.

Well, 1 don"c accepc your point; however, chey have
been made. In che firsc place, 1 have only che daca
from che stace of Washington which 1is reasonablv
close Co Che scate of Alaska as confirmed by daca
from che scace of Illinois. There 1is no daca co my
knowledge available for che scate of Alaska or |
would use chac. My only poinc is chac Che crucking
induscry receives from che scace subscancial subsidies
and 1 agree wich you. I wouldn"c objecc co chac.
Thac"s why 1ic scill exists. Thus che crucking
induscry receives subsidies from che scace of Alaska
by noc paying cheir share of che highway maincenance.
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Pignalberi:

Turpin:

Davis:

Turpin:

Davis:

Turpin:

Davis:

TIrpin:

Turpin:

Davis:

Turpin:

Now chac®s my only poinc and I don"c disagree an
airporc for che same ching. Buc here 1is an induscry
chac says ic"s unfair because che railroad doesn®c
pay caxes and chey"re noc paying nearly enough caxes
chey should be paying if chey were paying cheir own
caxes.

I jusc find ic curious chac now chac you"re wich che
Railroad chac you"re proposing chac we increase che
crucking races for che Morch Slope which have been
passed down che oil induscry because of chac high
ground.

Thac was jusc an incroduccion chac 1 was going co
make. Then I wanced co gee inco some of che ocher
chings.

Frank, can 1 interrupt you before you do chac. Are
you scill on che Incroduccion?

Sure, Mike.

Well, Frank, 1 couldn®c let chac go chac che oil
companies gave chac Haul Road co che Scace. |
believe chey cook ic off cheir cax bill. Isn"c chac
correcc?

Mo. They did noc. I signed che order myself. Thac
was part of che invescnenc on che pipeline. Ic
didn*c come off che cax bill. Mow chere were some
reasons for signing ic. The scace agreed co naincai
it and keep ic open and chey have. Thac"s why chey
spend S3.5 million a year.

Frank, well, we Calked abouc chac lasc nighc. Ic
was my understanding chac chac was cradic chac chey
received for che money chey puc in chac Haul Road.

I don"c believe 1ic was.

The only contribution chey had was [indiscernible!
and didn"c qualify. Thac would noc pay chem.

Is it pare of che race base for pipeline?

Parc of che race base for che pipeline so you"re
getting a return on invescnenc.

Weil, 1 was crying co gee off co a poinc chac | jusc
didn®"c, couldn®"t lec ic slip by.

We"ll have co settle chis one in a smaller group. |

don®c chink really, che only point I"m crying co
make 1is che crucking induscry does receive quice a
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TAPE 5, SIDE

Davis:

Chairperson:

SzymansKki :

Davis:
SzymansKki :
Turpin:

Szymanski:

Chairperson:
Szymanski:

Turpin:

huge subsidy chunk. Mow we"ll argue the merits of
chac, | don"c have any argument againsc chac. |

would Ilike co calk a liccle bic abouc whac che
Railroad receives and does for che scace. Madame
Chairman asked, before you were 1in che room I chink,
whac we did receive. We actually, ocher chan a cax
free scacus, chere 1is noching co my knowledge in che
way of services chac we receive from che scace

wichouc paying for ic. There are a number of services
chac we have had co pay for chac che Railroad formerly
received from che federal governmenc. (Tape end]

A

You oughc co see if Mike Szymanski"d be shy of a mike
before.

Oh, chac®"s because we didn"c puc one in fronc of
him.

Didn"c cake vou long co gee back co Fairbanks, did
ic?

Fire away.
Where we ac, Madame Chairman.
We"re calking abouc induscry subsidies.

Are we on chis 1:30, 1"ve been looking and our agenda
shows 1:30 supposedly a presentation Alaska Railroad
Management. Obviously ic"s noc 1:30.

Thac"s where we"re pare of righc now.
Okay, chac®"s all 1 wane co find ouc.

I"1l cry co make chis very shore, but lec me mencion

a few of che services. There were a greac deal of
legal services chac were picked up bv che federal
governmenc. All insurance, including core claims,
chac Cype of ching, you heard Marv calk abouc. Thac"s
S1.4 million. Thera were a number of adminiscracion
plans chac che Railroad did noc have co do. The
benefic syscem, che OSHA, che safecy, che EEO and

also Salvaid Adminiscracion. Thac was all picked up
in effecc by che Railroad. These kinds of things
we"re paying ourselves. Now statewide, in face,

we are giving quice a few chings co che scace. And
one of them you®"ve heard us mencion before. We feel
chac che S2 million chac we absorb every year on our
passenger service. See we lose S2 million a vear
operating Che passenger Crains and chac really is a
greac benefic co che stace. Someching chac definitely
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should :e none anc we are verv mucn m raver or
buc Ln averv ocher Locality with a private railroad
operation, che passenger service 1is subsicized.

This 1is worldwide. There 1is no passenger service
chac is noc subsidised bv che grouo chac benefits
:ron "Ye service. In chis case, :ne scace receives
chac service wichouc paying anv suosiav. The rail—

road is in effecc oaving 32 million a vear.
Szymanski : Are you proposing we trade caxes for lives.

Shulcz: Buc, Frank, you were jusc calking abouc increasing
che level of oassenger service.

iurom: Dick, we"re noc againsc passenger service. I chink
ic's greac for che scace, 1ic"s a ooncribucion chac
che Railroad can make chac 1is verv positive and we
wane co do chac. If we were a free enterprise,
paying caxes, chen | feel che scace should reimburse
us for chose costs on passenger service. I"m jusc
saving chac 1ic oughc co trade boch ways.

Chairperson: In ocher words, Mr. Turpin, one of che chings you're
saying 1is chac passenger service would be a service
chac"s offered in lieu of caxes?

rurom: Thac would cercainiy be one wav co consider :Cc, yes.
And chac®s 32 million a year. "ow we hsve a greac
amounc of permits and property chac we lec allL che
municipalities where we own property use for cheir
public purposes. For example, there are four parks
in Anchorage on land owned by che Railroad which we
receive a cocal of 3110 a year revenue, which is
jusc che money co pay for che fees. This vould be
ac lease a 3200,000 pavmenc chac che municipalicy o:
Anchorage would be making co che Railroad were we a
orivace ooeracion and oaving caxes.

szvmansxi : Thank vou. Madame Chairman. I'm noc flip or anyching
buc I chink vou®re hitting on a good poinc and |
appreciace your being here today because one of che
reasons | scooped by che hearing today is when |
knew chac you were going co be here and have chis
opportunity co kind of find ouc vrtac"s cooking on
che Railroad. Buc if | hear you correctly chen, if
we could reverse chis nexc legislacive year, cake
che exacc cax exemption away, make you available for
municipal, scace and local caxes so chac chey apply
che same mill race co you chac chey would che building
ac ARCO and che resc of them here in town, you-"d
have no problem wich chac 1in exchange, you"re saying
basically co che scace, we"ll pick up our subsidy
oorcion on oasser.gers.
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SzymansKki :

Turpin:

Szvmanski :

Turpin:

If all of che services were paid for chac che Rail—
road provides ac che market race, | personally

chink chac ve probably would end up wich core monev
chan we would be paying in caxes.

Could we do chac? I don"c know any reason why we
couldn®c.

I chink you would have co open up che bill co do
chac, buc sure chac could be done. However, lec me
poinc ouc whac happens co your cax money codav or
che money chac you would be paying in lieu of caxes
and paying as caxes. We escimace chac che Cax bill,
and ic would depend on assessmencs and ocher chines,
would range somewhere from S1.5 million co perhaps
33.5 million a year Co che Railroad. How chac would
be paid ouc of Che operacing surplus, which Marv
cold you earlier was abouc 37 million this year, so
chac inscead of pucting all of chac 37 million inco
che Railroad co modernize che Railroad, buy new
equipmenc and do chose chings, che S3.5 million
would go for someching else. Ic would go co che
municipality of Anchorage co do whacever chey needed.
The Railroad chen would cake much lonaer co build up
inco a modern railroad and inco having chese Chinas
chac I chink che scace really needs in a railroad
because we would have less money co puc inco che
Railroad. Ic would have no inpacc on our cariffs or
on che way we operace.

Well, 1 * jld chink, Madame Chairman, 1 wasn"t
chinking abouc ic from che cariffs perspeccive buc
whac 1 heard you saying 1is you"d racher run ic like
a business 1in chac way, where you"d be Creaced as a
business, where chere would be no subsidy exchange
going on and you"d be eligible for local caxes,
scace caxes, business caxes. We reiniciace gross
revenue cax, whacever, you"d be chere. You®"d be
ready co pay wich everybody else. You"d chrow ic
inco your race base evencually because you"re going
co have co build up a capical fund and everyching
else. You"re going co have co run ic like a business.
You have your posicion chac you"re cescifying

codav. You would supporc chac posicion.

We would have no problem wich ic. I don"c know whac
che cocal impacc would be uncil 1 knew more abouc
whac all che caxes would be and whac could be charged
co che various services. Rue I'm crying co make che
poinc chac che Railroad would noc be, 1if we were

paid in che same way chac we are charged chen ic
would noc be a crippling blow co che Railroad and ic
cercainiy would have no impacc on cariffs or compeci-
civeness. If anyching, 1ic would probably make us
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Szvmanski

Turnin:

Szvmanski :

Chairperson:

SzvmansKki :

iurom:
Szymanski :

Pignalber:

lurom:

more ag<ressive jp.c ?,0r5 ccnoecirive Decause
we need che cash flow.

No quescion abouc ic. If you eac 33.5, you 20 ahead
and puli 33 million ouc of your capical fund which
you"re building capical, 1 mean rolling acock and
anyching else wich, and you goc co make chac up
somewhere. I mean if your fund has co be maincained
ac 37 million, you"re going co have co do ic wich
increased cariffs, you"re going co have co do ic
wich ocher producrion coses, You"re going Co have
co do ic some wav.

Mo. "« likely would be co increase cariffs, because
chac would mean we would lose markee shares. More
likely we would decrease cariffs. If we could

decrease cariffs 10%, 1increase markee shares 25%,
chen we could have a higher nec cash flow and we
would be beccer off.

Madame Chairman, I really like che idea. I chink we
oughc co pursue 1ic even more so, parcicularlv during
chis nexc session.

I chink ics [indiscerniblej , Mike. Would you like
co cake chac on for a projecc?

I1"d love co work wich Frank on chac one.
3ring your 32 mil? ion when we neec.
You"re geccing ic.

Frank, can you jusc call me why passenger expense,
passenger cravel 1is so expensive. Ic reems co me,
and 1 really plead ignorance as | do in many chings,
if you goc a scring of AO freighc cars going up co
Fairbanks which 1is idencical co a passenger car,
cake chem along for che ride. The 1incidencal cosc
has goc co be ...

well, we"ve goc co pay arbicraries for chac. in che
firsw place, freighc crains dev niog +4n wn a scheduie .
We do have some now chac run on schedule, buc freighc
crains for che mosc pare do noc run ac che hours

chac are desirable for passengers. The second
problem wich chac, 1if you hook che coaches on che
back of a freighc crain, 1ic would be a very rough
ride. Ic"s noc an easy ching co ride a vehicle on
che rear end of a freighc crain. A long crain and
you have all che working wich che cars. Ic would be
unsacisfaccory in many ways. In che wincercime you
have che problem of having Co heac che passenger

cars and you don"c have any heac as a rule. You
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Turpin:

Chairperson:

Turpin:

Chairperson:

Turpin:

Chairperson:

Turpin:

Chairperson:

have co have anocher car co provide Che heac and
power. Ic"s someching chac passenger service would
be groficable if you had a full crain everv d*

buc unforcunacely chere are Coo many days where Tou
have jusc a handful of people riding and vou still
have co provide che full service.

Puc che passenger cars up fronc.

Well, chac®"s whac you could do, of course. Ic"s
been cried worldwide and no railroad, jusc absolucely
none, operaces a passenger service profic. We're

crying Co find ways of geccing ours as close co chac
as we possibly can; Co reduce chose losses, hue we
have a long way co go.

I would like co ask you one quescion, Mr. Turpin,

and chis discloses my vesced Lnceresc. I see in
here where you®ve provided land for four parks in
Anchorage. Whac have you done in che communicies of
Seward and Whiccier co make your presence chere
known? As far as che Railroad is concerned in
Whiccier, che Cicy of Whiccier gachers absolucely
no, can generace no funds whacsoever because che
land is owned by che Railroad and che Cicv doesn®c
have any power whacsoever co generace any funds from
Che use of che Railroad. Unuld you be willing co
give, you"re going Co love chis one, che Cicy of
Whiccier.

I chink per capica we probably concribuce as much co
Whiccier as we do Co Anchorage.

In whac Tfashion.
Per capica.
Per capica, very possibly.

I know we do 1in Seward. We have one liccle park in
Seward chac we concribuced co che Cicy or we lec che
Cicy use ac no cosc, and I"m noc real sure abouc
Whiccier.

I don"c Chink chere®s, from whac | have been exposed
co, chere"s absolucely no generacion excepc for che
crews chac roll on, roll off sicuacion when Che™ go
upcown and spend, chac che City of Whittier can
generate anything from Che Railroad and yec cheir
life is dominaCed by chac Railroad and 1 recognise
chac we say per capica, buc quice frequencly per
capica is a misleading ching inasmuch as some com—
municies have a huge per capica, some have a small
buc chey®"re jusc as imporcanc. Buc | was jusc
curious 1if Che Railroad has choughc of any way.
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Turpin: We puiied Anchorage our only because that"s rhe
easiest to do.

Chairperson: Righc. Ic"s so easy, 1it"s become che, “veil, somecimes
narracive to some of che resc of us who don"t live
in Anchorage. Buc | was curious as to if there was

any plLans or anyching Like chac co che small towns
chac you do serve definitive by che face chac you"re
chere. Incerescing quescion.

Turpin: I can"c answer Whiccier, so | really don"r know. 1
am familiar wich some of che chings we "o in Seward
and Fairbanks.

Chairperson: Do you have someching more?

Turpin: No, I thought for a short subjecc, 1 cook up enough
Cime.

Szymanski : vou mav have covered ic earlier and | apologize buc
maybe we can calk off che side you have, buc che
overall scacus of che Railroad is healthy. Ic"s
doing well and so forth. In a recenc newspaper
article 1 read someching chac chere were some ques—
tions wich and concerning labor unresc on che Rail—

road. Have you guys calked abouc chac ac all.
Turpin: Thac®s Che nexc subjecc.
Szymanski : So, you"re going co cover chac.
Turpin: We had planned co, yes.

Chairperson: So you"re here on cime, Mike.
Szymanski: Righc on.
Turpin: Larry Wood 1is going co review chis.

Chairperson: Thank you very much, Mr. Turpin. Mr. Wood would you
identify yourself for che purpose of che record,
please.

Wood: My name is Larry Wood. I am Chief Counsel for che
Alaska Railroad Corporacion. Represencacive Caco
and members of che Commiccee, chark you for inviting
us here codav. Mr. Turpin asked chac | cover labor
negociacions and specifically one parcicular sac of
negotiations chac we"ve been having recently. 111
cry co review chac as quickly as |1 can. If you
have questions, be sure and feel free co ask me. |
chink one of che mosc important assets of che Alaska
Railroad are che people chac work chere. I chink
chey"re che people chac run Che crains. I chink
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they"re che people chac puc chem together. Thev're
che people chac do che administrative and accounting
casks and chey"re che people chac manage che Railroad.
Us, che people you are calkins co coday. The federal
legislacion which 1is called ARTA, che Alaska Railroad
Transfer Act, and ARCA, which is che St. :e Acc, che
Alaska Railroad Corporacion Acc, cook chese chings
inco mind 1 chink when che Railroad was transferred
inco scace ownership. And specifically, wich regard
co che labor force, che folks out doing che labor

and ones chac need counting on for some administrative
office, we decided thac during a cwo-vear period
following transfer, seven labor agreemencs, might be
bargaining agreements, would be renegotiated by che
management and by che labor unions. The reason for
chat 1 chink 1is chey wanted some promise, some
commitment, Congress did, chac chere would be an
ongoing process resolving any differences of opinions
having co do with this new change in [indiscernible].
ARTA envisioned and ARCA required thac nanagemenc,
che Board of Directors and labor leaders gee together
and decide on some procedures. How is this going to
be done? VJe have seven agreements, five bargaining
units, Tfive unions representing our people, and only
cwo years to accomplish a very important task. And

I chink thac many of you thac have been involved in
labor negotiations know chat it can be a long process.
A give and cake sicuacion. There®"ve been differences
of opinions. It can cake some time. So 1 think

last spring we got cogecher, management and unions,
and agreed on a schedule. Thac was approved by che
Board of Directors and chrough part of che summer,

ac lease, drafted up che schedule chac we had agreed
co. During chis process, however, ic became apparent
boch co che unions and management chac a lot of the
areas chac we were about to calk abouc cou U be
discussed jointly, 1in common. So in .August there

was anocher agreemenc reached chat we would do jusc
chac. We would attempt co negociace a mascer
agreemenc wich all of the unions participating.

Many of our union leaders are here today and 1 am
sure thac they may have an opportunity co give chac
side of chat story as well. As we begin thac process
another agreement was scruck and chac is just what
these common areas were. I"ve made a lisc of those
for you in the booklet thac we handed ouc. There®s
28 items and Chey range in chings. For example, the
preamble seccion Co rail passes and from seniority

Co pension, Co recall provisions co discipline. So
you can see ic"s precty much across tne board program
chat we"ve developed, the unions and management, co

cry co puc togecher a master agreemenc. Mow wich any
union or any group of employees, you"re going co
have difference. This may be recognised to a certain
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degree. You'"re going :o0 have to sit iovn at some
pome 1in time and negotiate che special differences
wich che specific bargaining units. So chac"s taken
care of and where negociacions that should be con—
ducted once chis master agreement was puc together.

I chink chac®"s an up and down process. I chink chac
personally 1 can say I"ve been very impressed by che
degrees wich which we"ve been able to sic down and
calk. I chink there"s some mucual expect for each
side and various opinions and there®"s alwavs some
differences of opinions. I"ve personally noc been
involved in che common areas of discussion as much
as ocher types of discussions chac have been happen—
ing, buc 1 do know chac chere have been some ups

and downs. | believe chey"ve been meecing every
ocher week now crying co reach agreement on several
of these 1items chac are listed. In face, ail chose
icems chac chey puc chac together. One of our unions
in che managemenc of che Railroad have had a separace
controversy chac has been broughc up. Although

Tide V of che U.S. Code affects, affected all of
che lengthy bargaining agreements. I chink one of
our unions, United Transporcacion Union is affected
che mosc by ic. Title V you hear bantered abouc and
whac we"re referring co is Tide V of che Civil
Service Reformac in 1978. The key co understanding
chis controversy, |1 chink, has co ic wich some
language refined in ARTA, che federal law. It said
thac during chis cransiciun period, chis two-year
period of time, che contracts chac were in effecc
shalL concinue. When you examine che words whac
concraccs were 1in effect, you goc to cake a look ac
che concraccs themselves and decide whac provisions
were in efface and which ones weren"t, and chac's
whera we have che separation of opinion. Under
Tide V of che U.S. Code, chere are certain things
chac were prohibited by federal law and one of chose
had co do wich che delegation or negociacion wav of
managemenc rights. Thac"s anocher word chac you sea
bannered abouc. Whac chac really means 1is che righc
to define work, decide whac work is co be done and
decide wno"s going co do ic and chac can cake on
many different appearances. I wane co calk abouc a
few of chose in jusc a momenc. There reached a poinc
in time where we were noc able Co reach an agreemenc
wich regards Co whac provisions were in effecc. How
did Tide V impacc che agreements. The federal
railroad had had some success. I have co admit chac
there were some differences of ooinion, buc we have
ac lease one pre-transfer case from che Federal
Labor Relations Agency chac indicacea chac Tide 7
did seriously impacc chis, whac 1"1l call che UTU
concracc. For chose char, may noc know, che UTU
Union are che folks, che trainmen and the enginemen,
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thac actuallv are out there in the field running the
train. When it became apparent chat we could noc
reach an agreement, it was decided by been sides, |1
believe our side suggested 1ic, buc evencuallv chere
was some agreement chac we would cry co gee chis
resolved in court. We would cry and aec che court

co answer a very difficulc quescion. You"ve been
probably reading bits and pieces abouc chac for che
last chree or four monchs. The examples chac | wane
to poinc ouc co you, again chose are listed in che
report chac you should have, are jusc a few. There"'s
many more chac 1 can give, buc 1 chink for che sake
of brevity, lec me jusc calk abouc whac managemenc
righcs is about. How ic affeccs che UTU concracc.
When we calk abouc defining work and assigning work,
chere are some work rules chac were formerly included.
This 1is again our posicion, 1in che agreemenc Chat we
saw when transfer cook place. As an example, 1"ve
goc one lisced here called "Hooking Up Engines."

Road freighc crews were paid one hour®s cime, chac

is one hour®"s wages, for hooking up or picking up
locomocives. In ocher words, che assienmenc of

chac cask was being penalized. Management®s righc

co assign chat cask was penalized bv whac Mr. Turpin
referred co as arbicrarv, an arbicrary penalty.

Two classes of service was someching chac Represenca—
cive Pignalberi referred co recencly momentarily, a
minute ago. This is where emdovees were paid an
arbicrary amounc and required co perform a class of
service different from which chey are assigned. An
example would be taking a business car or a passenger
car and hooking it onto a freighc crain. You would
have co pay an extra day"s wage for che crew. This
is anocher arbicrary. A means of disciplining che
managemenc for assigning a particular cask co che
field crews. Air pay is anocher example of crainmen
who couple air brake hoses and cerminals are paid

one hour®"s pay. Through contest 1 have wriccen

here, 1ic"s a very important notion. Of all of the
arbicraries, |1 personally chink ic"s che one chac
besc symbolizes chis difference of opinion and
chrough conscancs has co do wich che union®s perroga-
cive under the agri”menc to decide or co have a

veco righc on jusc how many men are assigned co che
manning of a crair. Ue have different crains running
differenc size crews. We have on crain chac is
running a freighc oecween Anchorage and Fairbanks

now wich Cwo men. The concracc chrough conscancs
agreemenc chac we cook a look ac ic would be a
transfer call for five in some circumscances. So

you have a long disparity, a wide range of the
numbers of men. Frankly, we feel chac che assignment
of crew size oughc co be a managerial role. Ic"s
verY kin co cicing how many plumbers might fix your
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sink and chac sore of china. Mow 1 cr.Ink management
has co recognize chough chac beside effieiencv
chere®s someching else chac plavs ” na;or sequence
and chac"s safecy. You don®"c wane co be making
assignments chac are unsafe. I also have 1llLaced
swicching ac Thitcier which called for emplovees on
road freigc jobs, chac 1is being assigned co running
down and picking up a crain ac ".."hicrier and ic can
require chem co do swicching, chey muse be paid a
minimum of four hours pay. The lasc example chac
I"ve go here has co do wich ocher chan shucclLe
equipmenc. If you were required co handle freighc
cars noc pare of che regular crain, che whiccier
shuccle crew received an additional arbicrary pav-—
menc. The lasc 1issue chac "tr. Turpin asked me co
address jusc momentarily has co do wich our efforts,
che recenc cask co negociace a resolution co che
Licigacion chac we®"ve had wich che UTU.

3efore you move on co chac, I would Like co gee a
Liccle clarification. The poincs which vou jusc
covered appear co be poincs which you would normallv
find in 1 guess a collective bargaining agreemenc if
che¥ were negociacad. Are vou saying chac none of
che poincs thac you jusc covered were aver agreed
UDon 1in a collective bargaining agreemenc?

I"'m saying chac chere was an agreemenc ac che cime
of transfer chac have chose provisions in ic. TiclLe
7 of che Civil Service Reformat, 1in our opinion and
in che opinion of che Federal Railroad, some of che
folks chac were chere, ana che agreemenc chac we
share 1is chac chose provisions violace federal law
in chac chey improperly delegated or negociacad a
way to managemenc®s righcs to assign work, Co define
work and co assign ic.

And who did chac? The federal governmenc?
The Federal Railroad.

The Federal Railroad did chac. I mean chey performed
chac dascardlv deed of giving awav chose items.
Righc?

Go back co che firsc seep we Lefc off and chac is
we"re looking ac Che language, whac agreemencs were
in effecc. Uhac we"re caking a Look ac are whac
orovisions of che agreemenc were in effecc.

Okay, buc I1'm sure crying co figure ouc where 1I™'m
ac. I"ve goc co Look ac chings aimosc like 1 could
picture chem, righc. 3asically, |1 Look ac chis
cablec as che aav I'm transferred suDnosedly some
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guy said co you being che labor zuy and Che attornev
for che Railroad. Here®"s che labor agreemenc chac"s
in effecc. Righc? And you pick ic up and chey look
ac ic and chey say, "yeah, 1ic look"s Like 1ic, whacever.
Ue worked on ic, we agreed Co ic, whacever. Are che
provisions chac you jusc discussed in chac agreemenc?

Yes .

And, was 1ic che underscanding of che parties involved
chac chat: agreemenc would concinue for cwo years
before 1it: was renegociaced.

The inner setting of a federal governmenc passing
legislacion was chac che concraccs which were in
effecc, che agreements chac were 1in effecc, chac’s
whac we"re caking a look ac. See che ching chac
maybe 1 didn-"c explain very well has co do with che
controversy of che legalicy of cercain provisions in
chose concraccs. That"s che issue we"ve asked che
Scace Superior Court to answer. Very akin co whac
we find in Che scace law. There®"s a scace law chat's
very similar to whac we find crue under Tide V and
ic has Co do wich managerial cripplage perrogatives
by work assignment, and chere is case law.

Okay, lec me ask you another quescion. I can"t
underscand where you"re coming from. Basically,
you"re saying thac you now are the new owner of che
agreement. You looked at it and said chat there's
some illegal provisions in this ching thac"s goc
handed me. My question, 1is chen of che provisions
again thac you say are 1in chere, are you honoring
chose provisions until the court deals with them or
until Chey"re renegotiated, or have you arbitrarily
removed them?

In August or July, there are two things that took
place. When we took a look at the contract, let"s
keep in mind that 1 don®"t want to, you don"t forget
the point that even before transfer there was some

uncertainty. Thera was at least one federal agency
decision chat substantiated the argument that chis

corporation is facing now. So don"t take ic for a

given thing. Certain things were believed to be in
transfer.

I"ve no problem of you describing chat, jusc answer
cl-e question with regards to chose provisions. Are
the37 be honored or are they noc being honored?

Wich regard to the arbitraries, whac we"ve done
chere, is chac 1in August, actually before August,
there was a new train puc on che tracks on che area



