
I ^ S K A  LEGISUVTUREb COMMITTEE FILES 1 9 8 7 -1 9 8 8  8 6 7 2



E X H I B I T S

R e s p o n s e  to Q u e s t i o n  No. 8 
E x h i b i t  A

R e s p o n s e  to Q u e s t i o n  No. 9 
E x h i b i t  B

R e s p o n s e  to Q u e s t i o n  No. 10 
E x h i b i t  C

R e s p o n s e  to Q u e s t i o n  No. 27 
E x h i b i t  D

R e s p o n s e  to Q u e s t i o n  No. 37 
E x h i b i t  E

R e s p o n s e  to Q u e s t i o n  No. 39 
E x h i b i t  F

R e s p o n s e  to Q u e s t i o n  No. 47 
E x h i b i t  G

R e s p o n s e  to Q u e s t i o n  No. 52 
E x h i b i t  H

R e s p o n s e  to Q u e s t i o n  No. 53 
E x h i b i t  I

R e s p o n s e  to Q u e s t i o n  No. 54 
E x h i b i t  J

M a r k e t  A n a l y s i s  to E s t a b l i s h  Fair 
M a r k e t  Ren tal  Rate  A p p l i c a b l e  to 
A l a s k a  R a i l r o a d  C o r p o r a t i o n  L e a s e d  
L an ds —  M a r c h  1986, P r e p a r e d  by 
F r a n k l i n  M. King, Jr., MAI,

A l a s k a  R a i l r o a d  C o r p o r a t i o n  
Long Terra L ea se  P o l i c y

A l a s k a  R a i l r o a d  C o r p o r a t i o n  
A p p r o v a l  A u t h o r i t y  Guide, M a y  1985

Rule 4 - P u b l i c  D i s c l o s u r e  of
I n f o r m a t i o n

O p e r a t i n g  C i r c u l a r  No. 37 
E n g i n e e r i n g  B u l l e n t i o n  No. 87-01 
P o l i c y  for M o o s e  T ha t H a v e  Be e n 
S t r u c k  By  T r a i n s

A r t i c l e  from  A l a s k a  Fi sh  £ Game 
" W h e n  M o o s e  and T r a i n  Meet: 
A v o i d i n g  C o l l i s i o n s  on the A l a s k a  
R a i l r o a d "  by J a c k  C. D i d r i c k s o n  
and R a y m o n d  J. Kr am e r

R e s o l u t i o n  No. 85-5: R e l a t i n g  to
the p o l i c y  of H i r i n g  A l a s k a  
R e s i d e n t s

1985 B u d g e t  P r e p a r e d  by F e d e r a l  
R a i l r o a d

1986 Bu dg e t

1987 A p p r o v e d  O p e r a t i n g  and 
C a pi ta l Bu dg et

3719L



A n c h o r a g e ,  A l a s k a  
F e b r u a r y  6. 1987

A L A S K A  R A I L R O A D  C O R P O R A T I O N  1987 L E G I S L A T I V E  S E S S I O N

F I S C A L  I N F O R M A T I O N

H o u s e  Bill No. 47 
P u b l i s h  date: 1 / 19 /8 7

Ti t le : An Act  r e l a t i n g  to the A l a s k a  R a i l r o a d  C o r p o r a t i o n
S p o n s o r s :  Bro wn,  E l l i s  and B o y er

HB 47 p r o p o s e s  n u m e r o u s  and s u b s t a n t i a l  c h a n g e s  to the A l a s k a
R a i l o a d  C o r p o r a t i o n  Ac t (M AR C A " ) .  The i ss u e s  fall into four
c a t e g o r i e s ,  c o n f i d e n t i a l i t y  of r a i l r o a d  m a r k e t i n g  and b u s i n e s s  
data, p a s s e n g e r  and f r e i g h t  s e r v i c e  o p e r a t i o n a l  r e s t r a in ts ,
le a s i n g  p r o c e d u r e s ,  and w i l d l i f e  losses.

A p o s i t i o n  p a p e r  s u b m i t t e d  by the A l a s k a  R a i l r o a d  C o r p o r a t i o n  
("ARR C" ) has e x p l a i n e d  that the is s ue s and c o n c e r n s  i m pl i ed  by 
the b i l l ' s  p r o v i s i o n s  h a v e  been  a d e q u a t e l y  a c c o m o d a t e d  or
p r o t e c t e d  by e x i s t i n g  laws a n d / o r  A R R C  Bo ard  r ule s and
m a n a g e m e n t  p r a c t i c e s .  In a dd i t i o n ,  m a n y  of HB 47's ab r u p t  and 
~ x g n i f i c a n t  c h a n g e s  t h r e a t e n  to d e s t r o y  t ho se  dy n a m i c  
c h a r a c t e r i s t i c s  w h i c h  gi v e AR R C the f l e x i b i l i t y  it n ee ds  to 
s u r v i v e  e c o n o m i c a l l y  in t o d a y ' s  d e c l i n i n g  f r ei gh t m a r k e t s .  If 
this  oc c urs , the l e g i s l a t u r e ' s  e a r l i e r  v i s i o n  of a f i n a n c i a l l y  
and o p e r a t i o n a l l y  i n d e p e n d e n t  r a i l r o a d  w i l l  in large part be 
u n d o n e .

We a n t i c i p a t e  that, as a re su l t  of this l e g is la ti on , r e v e n u e s  
vrill be lost and e x p e n s e s  wi ll  be in cr ea se d.  A R R C  wi ll  be 
u n a b l e  to s u s t a i n  its o p e r a t i o n s  w i t h o u t  S t at e sub si di es . 
G i v e n  the fact that A R R C  p r o j e c t s  a v e r y  m o d e s t  p r o f i t  in 1987, 
s u b s i d y  r e q u e s t s  s h o u l d  be e xpe r ed to c l o s e l y  m i r r o r  the a d de d 
c o s t s  and los ses  a t t r i b u t e d  co l e g i s l a t i v e  c ha ng es.  T h e s e
f i g u r e s  are l is t e d  below.

A l t h o u g h  it is e x t r e m e l y  d i f f i c u l t  to a c c u r a t e l y  e s t i m a t e  just
w h a t  f i g u r e s  s h o u l d  be e x p e c t e d ,  the f o l l o w i n g  s u m m a r y  p r o v i d e s  
a r e a s o n a b l e  p r o j e c t i o n  of a n t i c i p a t e d  an nu al  e x p e n s e s / l o s s e s .

S h o u l d  the e c o n o m y  c o n t i n u e  its p r e s e n t  d ec li ne,  th ese  f i gu re s 
s h o u l d  be e x p e c t e d  to inc re a se , p e r h a p s  by as m u c h  as 10% per 
y e a r .
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P a s s e n g e r  S e r v i c e  L o s s e s

As a r e s u l t  of i n n o v a t i o n s  in e q u i p m e n t  and s c h e d u l i n g ,  A R R C  
has been  ab le  to s i g n i f i c a n t l y  r e d u c e  its p a s s e n g e r  s e r v i c e  
lo s se s w h i c h  e x i s t e d  at t r a n s f e r ,  so me  $2.2  m i l l i o n  a n n u a l l y .  
HB 47 w o u l d  r e q u i r e  A R R C  to m a i n t a i n  the " l e v e l  of 
p a s s e n g e r ... s e r v i c e  p r o v i d e d  at the ti me  of t r a n s f e r . "  If this 
m e a n s  tha t A R R C  w o u l d  be r e q u i r e d  to add ba c k to its p a s s e n g e r  
s e r v i c e  v.he cost of a full s e r v i c e  t r a i n  to n o r t h b o u n d  w i n t e r  
s e r v i c e  and r e p l a c e  its s e l f - p r o p e l l e d  r a i 1 d i e s e l  cars, an 
a d d i t i o n a l  $ 5 1 2 , 0 0 0  loss s h o u l d  be antici;.-. t e d . S h o u l d  A R R C  
lose its f i n a n c i a l  s e l f - s u f F i c i e n c y  as a r e s u l t  of this 
r e q u i r e m e n t  and o th er s,  e n t i r e  S t a t e  s u b s i d y  of p a s s e n g e r  
s e r v i c e  w o u l d  be re qu i r e d .  W i t h o u t  m e a n i n g f u l  i n n o v a t i o n s ,  the 
loss c o u l d  be as hi gh  as $1 . 5 m i l l i o n  a nn u a l l y .

A d d i t i o n a l  Real E s t a t e  A d m i n i s t r a t i v e  C o st s and R e v e n u e  Lo s s e s

The a d d i t i o n a l  p r o c e d u r a l  r e q u i r e m e n t s  r e l a t e d  to land lea ses  
and r e n e w a l s  are e x p e c t e d  to r e q u i r e  an a d d i t i o n a l  $ 5 0 , 0 0 0  in 
a d m i n i s t r a t i v e  costs. E s t i m a t i n g  a g r o w t h  rat e of 25% in real 
e s t a t e  r e v e n u e s  and a 50% r e d u c t i o n  in le ase r e v e n u e s  due to 
s i g n i f i c a n t  p i o c e d u r a l  r e q u i r e m e n t s  and ti m e d e l a y s  not c o m m o n  
to c o m m e r i c i a l  e n t e r p r i s e s ,  /'RRC p r o j e c t s  an a n n u a l  $ 2 5 0 , 0 0 0  
loss of "eal e s t a t e  b u s i n e s s .

C o n f i d e n t i a l i t y  of R a i l r o a d  R' irketi ng  and B u s i n e s s  Da t a

HB 47 p r o p o s e s  that, u n l i k e  o t h e r  m o d e s  of t r a n s p o r t a t i o n  
i n c l u d i n g  t r u c k  and w a t e r  barge, its c o n f i d e n t i a l  m a r k e t i n g  
da t a and p r o p r i e t a r y  b u s i n e s s  i n f o r m a t i o n  be a v a i l a b l e  for 
p ub li c,  ard c o m p e t i t o r ,  i n s p e c t i o n .  B e y o n d  the p o l i c y  and 
legal is s ue s r a i s e d  by  this s u g g e s t i o n ,  A R R C  e x p e c t s  to lose a 
s i g n i f i c a n t  p o r t i o n  of its f r e i g h t  r e v e n u e s  s h o u l d  this 
p r o p o s a l  be i m p l e m e n t e d .  T h e s e  lo ss es  are d i r e c t l y  a t t r i b u t e d  
to r e s t r i c t i o n s  in r a i l r o a d  m a r k e t i n g  m e c h a n i s m s  and 
o p p o r t u n i t i e s  w h i c h  w o u l d  be c a u s e d  by HB 47. G e n e r a l  f r e i g h t  
r e v e n u e  los ses  are e s t im at er’ at $4.6  m i l l i o n  an n ua l l y .

T o ta l A n n u a l  Fi sc a l  Im pac t

P a s s e n g e r  S e r v i c e  L o s s e s  $ 1 , 5 0 0 , 0 0 0
Real E s t a t e  3 0 0 , 0 0 0
G e n e r a l  F r e i g h t  R e v e n u e s  4 , 6 0 0 , 0 0 0

T o t a l  $ 6 , 4 0 0 , 0 0 0



1. H o w  m u c h  land wa s  t r a n s f e r r e d  to the A R R C  f r o m  the 
f e d e r a l  g o v e r n m e n t ?

R e s p o n s e : A p p r o x i m a t e l y  4 0 , 6 0 0  a c r es  w e r e  t r a n s f e r r e d  to
the s t a t e - o w n e d  A l a s k a  R a i l r o a d  C o r p o r a t i o n  ("ARRC") by the 
fe d e r a l  g o v e r n m e n t  on J a n u a r y  5, 1985. T r a n s f e r  d o c u m e n t s
i n c l u d e d  i n t e r i m  c o n v e y a n c e s ,  quit  c l a i m  deeds, e x c l u s i v e  use 
e a s e m e n t  deeds, p a t e n t s  and e x c l u s i v e  lic enses, each  r e f l e c t i n g  
v a r y i n g  q u a l i t y  of o w n e r s h i p  int ere st . As c o m p e t i n g  c l a i m s  to 
the p a r c e l s  of land i n v o l v e d  are a d j u d i c a t e d  by the te de ra l 
B u r e a u  of Land M a n a g e m e n t  and s ur v e y e d ,  the t i t l e  d o c u m e n t s  
w i l l  be r e i s s u e d  and a c r e a g e s  m a y  change.

2. Wh a t p e r c e n t a g e  or w h a t  a p p r o x i m a t e  n u m b e r  of a c re s is 
r a i l r o a d  u t i l i t y  c o r r i d o r s ?

R e s p o n s e : R a i l r o a d  u t i l i t y  c o r r i d o r s  c o m p r i s e
a p p r o x i m a t e l y  34% of the A R R C ’s total ac r ea ge , or 1 3 , 8 0 0  acres.

3. Wh a t p e r c e n t a g e  or w h a t  a p p r o x i m a t e  n u m b e r  of a c r e s  is 
rail land?

R e s p o n s e : Rail land ( n o n - r i g h t - o f - w a y )  c o n s t i t u t e s  66% of 
the t o ta l real p r o p e r t y  of the c o r p o r a t i o n ,  or 2 6, 8 0 0  acres.

4. Wh a t is the a p p r o x i m a t e  n u m b e r  of a c re s of rail land 
w h i c h  is n e c e s s a r y  for the o p e r a t i o n  of the r a i l r o a d ?  For 
e x a m p l e ,  for r a i l r o a d  ter mi na ls , yards, and offices.

R e s p o n s e : This f ig u r e  ca n n o t  be a c c u r a t e l y  e s t i m a t e d  at 
this time. As n o t e d  below, all rail lands are n e e d e d  for 
s u p p o r t  of r a i l r o a d  o p e r a t i o n s .  L e a s e  and p e r m i t  r e v e n u e s  are 
r e s p o n s i b l e  for a s i g n i f i c a n t  p o r t i o n  of A R R C  income. L i k e  
o t h e r  A m e r i c a n  r a i l ro ad s,  A R R C  d e p e n d s  u p o n  its land r e s o u r c e s  
to s u s t a i n  its e c o n o m i c  v i a b i l i t y .  Se e r e s p o n s e s  to Q u e s t i o n s  
No. 6 and No. 17 below.

5. For ea ch  of the f o l l o w i n g  local g o v e r n m e n t  en ti t i e s ,  
s t a t e  the a p p r o x i m a t e  n u m b e r  of a c r es  of land l oc at ed  w i t h i n  
e a c h  enti ty , give a ge n e r a l  d e s c r i p t i o n  of the land and m a j o r  
i m p r o v e m e n t s  and give the e s t i m a t e d  fair m a r k e t  v a l u e  of the 
l a n d :

-- A n c h o r a g e
—  S e w a r d
—  F a i r b a n k s
—  W h i t t i e r
—  Pa lm er
—  W a s i l l a
—  O t h e r  m u n i c i p a l i t i e s



R e s p o n s e: The f o l l o w i n g  fi g u r e s  are e x c l u s i v e  of the
2 0 0 - f o o t  r i g h t - o f - w a y  w h i c h  runs t h r o u g h o u t  ea ch  g o v e r n m e n t a l
e n t i t y’s j u r i s d i c t i o n .  Fair m a r k e t  v a l u e  fi g u r e s  are d e r i v e d  
f r o m  the J a c k s o n - C r o s s  a p p r a i s a l  p e r f o r m e d  prior to tr ans fe r.

A n c h o r a g e :  A p p r o x i m a t e l y  660 a c re s in the A n c h o r a g e
T e r m i n a l  R e s e rv e,  of w h i c h  some 300 a cr es  are us ed  for t e r m i n a l  
o p e r a t i o n s .  A p p r o x i m a t e l y  95% of this d i s t r i c t  is z o ne d 1-2
and i n t e n d e d  p r i m a r i l y  for h e a v y  ma n uf act ui  i n g , st or ag e,  m a j o r
s h i p p i n g  t e r m i n a l s  and o t he r r el a t e d  uses. Uses w h i c h  are
g e n e r a l l y  p e r m i t t e d  in c o m m e r c i a l  d i s t r i c t s  are al s o found 
here. A p p r o x i m a t e l y  50% of the p r o p e r t y  is le ase d to third 
p a r t i e s ,  w h o s e  i m p r o v e m e n t s  i n c l u d e  w a r e h o u s e s ,  t a n k  farms, 
Q u o n s e t  hu ts  and s t o r a g e  yards. An a d d i t i o n a l  900 a cre s is
l o c a t e d  at P o r t a g e  and us e d in par t for the r a i l r o a d ' s  l oa din g 
f a c i l i t y  and p a r k i n g  a s s o c i a t e d  w i t h  the W h i t t i e r  Sh ut tl e.
F a i r  m a r k e t  v a l u e  e s t i m a t e d  at $39 m i l l i o n .

Se w a r d :  A p p r o x i m a t e l y  300 acres, of w h i c h  50 a c re s are
u s e d  for r a i l r o a d  o p e r a t i o n s  (i.e. TO F C yard, r a i l r o a d  dock). 
Th e  r e m a i n d e r  is u n i m p r o v e d  and s u b m e r g e d  lands in R e s u r r e c t i o n  
Bay. F a i r  m a r k e t  v a l u e  e s t i m a t e d  at $1. 4 m i l l io n.

F a i r b a n k s :  A p p r o x i m a t e l y  461 acres, of w h i c h  s om e 270
a c r e s  are u t i l i z e d  for a T O F C  yard, shops, and o t he r r a i l r o a d  
f a c i l i t i e s .  A p p r o x i m a t e l y  o n e - h a l f  of the r e m a i n i n g  land is 
leased, for us e s and w i t h  i m p r o v e m e n t s  s i m i l a r  to t h os e found 
in A n c h o r a g e ,  i.e. w a r e h o u s e ,  tank farms, Q u o n s e t  huts, s t o r a g e  
ya r ds . Fa i r m a r k e t  v a l u e  e s t i m a t e d  at $6.1 mi ll io n.

W h i t t i e r :  A p p r o x i m a t e l y  272 acres, of w h i c h  a p p r o x i m a t e l y
150 are us ed  for r a i l r o a d  o p e r a t i o n s .  M a j o r  i m p r o v e m e n t s  
i n c l u d e  r a i l r o a d  docks, b a rg e slips, f e r r y  te rm in al , s h u t t l e
ramp, s ma ll  boa t har bor , and s e v e r a l  c o m m e r c i a l  b u i l d i n g s
le a se d to t h ir d pa r ti es . Fair  m a r k e t  v a l u e  e s t i m a t e d  at $.9 
mil lion.

Pal m er : R i g h t - o f - w a y  only.

W a s i l i a :  R i g h t - o f - w a y  only.

N e na na : A p p r o x i m a t e l y  270 acres, m o s t  of w h i c h  is leased
to the C i t y  of N e n a n a  for c o m m e r c i a l  pu rpo se s.  Fair  m a r k e t  
v a l u e  e s t i m a t e d  c a n n o t  r e a d i l y  be b r o k e n  out of the " o t h e r” 
c a t e g o r y  in the J a c k s o n - C r o s s  a pp r a i s a l .

V a l d e z :  A p p r o x i m a t e l y  60 acres, w h i c h  i n c l ud es  ra w  and
u n d e v e l o p e d  land as w e l l  as t r a c k a g e  for rail ba rg e s  and two 
lessees . Fa ir  m a r k e t  v a l u e  e s t i m a t e d  at $3 65, 00 0.

6. S t a t e  the fair m a r k e t  v a l u e  of (1) all land as 
d e s c r i b e d  a b o v e  and of (2) all rail land w h i c h  is not n e c e s s a r y  
to the o p e r a t i o n  of the rai lr o ad .
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R e s p o n s e : The fair m a r k e t  of the lands d i s c u s s e d  in the
r e s p o n s e s  a b o v e  wa s  o b t a i n e d  f ro m the J a c k s o n - C r o s s  a p p r a i s a l  
that  w a s  us ed  as a b asi s for e v a l u a t i o n  p r io r to tr an s f e r .
B e c a u s e  of the o ve r a l l  d e c l i n i n g  e c o n o m y  s t a t e w i d e ,  AR RC  
b e l i e v e s  that  this fair m a r k e t  v a l u e  (in the n e i g h b o r h o o d  of
$51 m i l l i o n  for the to tal real p r o p e r t y  n o w  o w n ed  by A R RC ) has 
p r o b a b l y  d e c r e a s e d .

In light of the fact that r e v e n u e s  d e r i v e d  from
n o n - o p e r a t i o n a l  le ase s and ot he r uses of real e s t a t e  by th ird  
p a r t i e s  r e p r e s e n t e d  9 . 6 %  of the A R R C ' s  total r e v e n u e  in 1986, 
A R R C  b e l i e v e s  that  all rail land is n e c e s s a r y  for the o p e r a t i o n  
of a f i n a n c i a l l y  s o un d rai lr o ad .

7. If the A R R C  is u n a b l e  to p r o v i d e  the fair m a r k e t  v a l u e  
as r e q u e s t e d  in the p r e c e d i n g  q u e st io ns ,  gi ve  the r a i l r o a d ' s  
m o s t  a c c u r a t e  e s t i m a t e  of the fair m a r k e t  va lue , d e s c r i b e  the 
b a s i s  of the es ti m a t e ,  and d e s c r i b e  wha t s t ep s h a v e  b e e n  taken, 
if any, to d e t e r m i n e  the ac tu al  fair m a r k e t  value.

R e s p o n s e : S i n c e  t ra ns fe r,  the AR R C has not c o m m i s s i o n e d  a
full fair m a r k e t  v a l u e  a p p r a i s a l  of its p r o p e r t i e s .  I n d i v i d u a l  
a p p r a i s a l s  ar e b e i ng  done in a c c o r d a n c e  w i t h  the r e q u i r e m e n t s  
of s om e le ase a g r e e m e n t s .  T h e s e  r ec e n t  a p p r a i s a l s  on 
i n d i v i d u a l  p a r c e l s  of le a se d  land s h o w  a d e c l i n e  in v a l’e over 
the past  two years.

8. D e s c r i b e  each  le ase a f f e c t i n g  rail land, s p e c i f i c a l l y  
i n c l u d i n g  a g e n e r a l  d e s c r i p t i o n  of the land in volved, the te r m 
of the lease, and the lease rate.

R e s p o n s e : Th e  AR R C is p r e s e n t l y  the les sor  in
a p p r o x i m a t e l y  300 le ase s and p e r m i t t o r  or g r a n t o r  in som e 700 
o t he r per mi ts , road  c r o s s i n g  a g r e e m e n t s ,  e a s e m e n t s  or o th er
land use a g r e e m e n t s .  A R R C  w i l l  be h a p p y  to p r o v i d e  the 
C o m m i t t e e  w i t h  a c o m p u t e r i z e d  listi ng s u m m a r i z i n g  the 1000 
total a ^ e e r a e n t s  if it desires , but for c o n v e n i e n c e  f u r n i s h e s  
the f o l l o w i n g  g e n e r a l  i n f or ma ti on .

R e v e n u e s  in 1986 f r o m  gr o u n d  leases w a s  a p p r o x i m a t e l y  $5.5 
m i l l i o n .  G e n e r a l l y  s p e a k i n g  the r a i l r o a d  lands are l o ca te d  in 
i n d u s t r i a l  z o ne d d i s t r i c t s  w h e r e  the i n t e n d e d  us e is p r i m a r i l y  
for h e a v y  m a n u f a c t u r i n g ,  storag e, m a j o r  s h i p p i n g  t e r m i n a l s  and 
o t he r r e l a t e d  uses. The  t e r m  of t he se  g ro u n d  leases ra n g e s  
a n y w h e r e  f r o m  10 to 55 ye ars . The a v e r a g e  lease rate a m o n g  the 
300 t e n a n t s  w o u l d  fall b e t w e e n  8.5 and 9 . 5 %  per year. The 
an n ua l rate b e i n g  set in n e w  leases is 9.5%, as e s t a b l i s h e d  in 
a s t u d y  p e r f o r m e d  for A R R C  (copy at t a c h e d ) .

9. D e s c r i b e  the l ea si ng  p o l i c y  of the r a i l r o a d  for rail 
lands, i n c l u d i n g  a n y  f a c t o r s  c o n s i d e r e d  and p r o c e d u r e s  f o l l o w e d
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to d e t e r m i n e  w h e t h e r  the lease is for the b e n e f i t  of the p eo p l e  
of the state, is in c o n f l i c t  w i t h  the land use  pl ans  of local 
g o v e r n m e n t s ,  is c o m p a t i b l e  w i t h  a d j a c e n t  land uses, or to 
o t h e r w i s e  c o m m u n i c a t e  w i t h  local g o v e r n m e n t s  and a d j a c e n t  land 

owners.

R e s p o n s e : T h e a t t a c h e d  c o p y  of the A R R C ' s  l o n g - t e r m  lease
p o l i c y  i n d i c a t e s  th at  the c o r p o r a t i o n  c o n s i d e r s  all the fa ct or s 
li ste d in the  C o m m i t t e e ' s  q u e s t i o n .  Th e p r o c e d u r e s  f o l lo we d 
are al so  a d d r e s s e d .

It is the p o l i c y  of the A R R C  Real E s t a t e  D e p a r t m e n t  to 
a p p r o v e  of t h o s e  leases, s u b d i v i s i o n s ,  plats, and land uses 
that are c o n s i s t e n t  w i t h  local m u n i c i p a l  o r d i n a n c e s  and land 
use r e g u l a t i o n s .  For e x a m p l e ,  for rail lands w i t h i n  the 
M u n i c i p a l i t y  of A n c h o r a g e ,  T i t l e  21 of the M u n i c i p a l i t y ' s  
o r d i n a n c e s ,  " L a n d  Use R e g u l a t i o n s " ,  w o u l d  be s t r i c t l y  a d h e r e d  
to w i t h  r e s p e c t  to l e a s i n g  and a p p r o v e d  a c t i v i t i e s  of lessees, 
just  as a n y  o t h e r  c o m m e r c i a l  e n t e r p r i s e .

10. W h a t  i n d i v i d u a l ( s ) is in c h a r g e  of i m p l e m e n t i n g  the 
p o l i c i e s  or p r o c e d u r e s  d e s c r i b e d  in the p r e c e d i n g  q u e s t i o n ?

R e s p o n s e : Th e A R R C ' s  D i r e c t o r  of Real Es ta te , L a r r y  J.
Houle, is the i n d i v i d u a l  in c h a r g e  of i m p l e m e n t i n g  the p o l i c i e s  
or p r o c e d u r e s  d e s c r i b e d  in the p r e c e d i n g  q ue st i o n .  His ac t i o n s  
are s u b j e c t  to the c h a i n  of a p p r o v a l  e x p r e s s e d  in the 
c o r p o r a t i o n ' s  A p p r o v a l  A u t h o r i t y  G u i d e  ( r e l e v a n t  p^ ge s are 
a t t a c h e d ).

11. Is the A R R C  c u r r e n t l y  c o n s i d e r i n g  a n y  leases in 
a d d i t i o n  to t h os e i d e n t i f i e d  or th ose  to w h i c h  AR R C is 
c u r r e n t l y  a p a r t y ?  If so, d es cr ib e.

R e s p o n s e: T h e r e  are p r e s e n t l y  five r e q u e s t s  be f o r e  the
Real E s t a t e  D e p a r t m e n t  to le ase A R R C  p r o p e r t y .  T h r e e  of these 
r e q u e s t s  p e r t a i n  to land lo c a t e d  in the F a i r b a n k s  T e r m i n a l  
Re se rv e,  e a c h  pa r ce l a p p r o x i m a t e l y  5 a c r e s  in size. The fou rth  
r e q u e s t  to le ase has been m a d e  by the M u n i c i p a l i t y  of A n c h o r a g e  
for a t ra c t r a n g i n g  fr om  61.4 a c r e s  to as m u c h  as 120 a cr es in 
size  l oc at ed  s o u t h  of the m o u t h  of S h i p  Creek. The fifth 
r e l a t e s  to a c r e a g e  at the he a d of P a s s a g e  Canal in Wh it t i e r .

12. Is the A R R C  c o n s i d e r i n g  an y  d e v e l o p m e n t ,  sa le  or 
d i s p o s a l  of rail land or of a n y  r e s o u r c e s  t h e r e o n ?  If so, 
d e s c r i b e .

R e s p o n s e : Pr e s e n t l y ,  the o n l y  su c h a c t i v i t y  being
c o n s i d e r e d  is the p o t e n t i a l  land t ra de  w i t h  the M u n i c i p a l i t y  of 
A n c h o r a g e  for the G o v e r n m e n t  Hill b lu ff  area. T h er e is a 
r e m o t e  p o s s i b i l i t y  that the M u n i c i p a l i t y  of A n c h o r a g e  m a y  also 
be i n t e r e s t e d  in the 12 a cr es  of land u n d e r l y i n g  the P a n o r a m i c  
V i e w  A p a r t m e n t s  al s o l oc at ed  on G o v e r n m e n t  Hill.
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13. Wh at  is the c u r r e n t  s t a t u s  of the p r e v i o u s l y
c o n t e m p l a t e d  d e v e l o p m e n t  of the b lu ff  s u r r o u n d i n g  G o v e r n m e n t  
Hill, r e f e r r e d  to by  the r e s i d e n t s  as the G o v e r n m e n t  Hill
G r e e n b e l t  or W e s t  Bl uf f ?

R e s p o n s e : In a c c o r d a n c e  w i t h  the A R R C  B o a r d  of D ir e c t o r s *
w i s h e s  e x p r e s s e d  at its S e p t e m b e r  1986 m o n t h l y  m e e t i n g ,  th er e 
is no d e v e l o p m e n t  p r e s e n t l y  c o n t e m p l a t e d  as to the b l u f f  lands 
a d j a c e n t  to the G o v e r n m e n t  Hill  are a of A n c h o r a g e .

14. D e s c r i b e  a n y  n e g o t i a t i o n s  the A R R C  is c o n d u c t i n g  w i t h
the M u n i c i p a l i t y  of A n c h o r a g e  r e g a r d i n g  the a bo ve  d e s c r i b e d
d e v e l o p m e n t  and an y  p o t e n t i a l  r e s o l u t i o n s .

R e s p o n s e : T h e r e  are no o n - g o i n g  n e g o t i a t i o n s  b e t w e e n  the
M u n i c i p a l i t y  and ARRC, a l t h o u g h  bot h p a r t i e s  have  e x p r e s s e d  
i n t e r e s t  in the c o n c e p t  of an e x c h a n g e  of lands w h i c h  w o u l d  
p e r m i t  the M u n i c i p a l i t y  to a d m i n i s t e r  the si te  as a g r e e n b e l t  
or park.

15. Is the A R R C  c u r r e n t l y  n e g o t i a t i n g  or has the A R R C  been 
r e q u e s t e d  to n e g o t i a t e  w i t h  a n y  local g o v e r n m e n t s  r e g a r d i n g  
lease, t r a n s f e r  of int er est , sale  or o t he r d i s p o s i t i o n  of rail 
land? If so, p l e a s e  d e s c r i b e  the local g o v e r n m e n t s  i n v o l v e d
and iss ue s r a i s e d  in su ch  n e g o t i a t i o n s  or req ue s ts .

R e s p o n s e : The A R R C  has w o r k e d  w i t h  all of its ho st  local
g o v e r n m e n t s  in the past r e g a r d i n g  use s of r a i l r o a d  land. For
e x a m pl e,  the C i t y  of W h i t t i e r  r e q u e s t e d  a lease for a c am p e r
p a r k  l oc ate d on r a i l r o a d  land. A lease w a s  o f f e r e d  to the C i t y
but w a s  ne ver  e x e c u t e d  b e c a u s e  f un d i n g  for the p r o j e c t  
e v a p o r a t e d .  A lease w a s  f i n a l i z e d  w i t h  the C i t y  of S e w a r d  for 
p r o p e r t y  u n d e r l y i n g  the n e w  U.S. Co ast  G ua rd  S h o r e  S u p p o r t  
F a c i l i t y .  At the r e q u e s t  of the T r i - V a l l e y  c o m m u n i t y  loca te d 
in the H e a l y  area, a l o n g - t e r m  lease for a c e m e t e r y  site wa s
g r a n te d.  Th e A R R C  is p r e s e n t l y  f i n a l i z i n g  a lease w i t h  the
C i t y  of Pa lm e r  for e x p a n d e d  use of the old d ep ot  and 
b e a u t i f i c a t i o n  of the r i g h t - o f - w a y  t h r o u g h  town. N e g o t i a t i o n s  
are p r o c e e d i n g  w i t h  the C i t y  of N e n a n a  over  the is sue of 
p e r i o d i c  fair m a r k e t  r e n t a l  v a l u e  a d j u s t m e n t s  u n de r its 
e x i s t i n g  lease.

A R R C  has also  w o r k e d  w i t h  local g o v e r n m e n t s  r e g a r d i n g
h i s t o r i c  sites. The C i t y  of T a l k e e t n a  and A R R C  c o o p e r a t e d  in 
the l ea sin g of the G e r m a n  B a c h e l o r’s Cabin, a l t h o u g h  the lease 
w a s  e x e c u t e d  by A R R C  and the T a l k e e t n a  H i s t o r i c a l  S o c i et y.  The 
A R R C  also  w o r k e d  w i t h  the s t a t e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  
in leasi ng  p r o p e r t y  c u r r e n t l y  o c c u p i e d  by the Po t t e r  S e c t i o n  
H o u s e  s o u t h  of A n c h o r a g e .
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Fin a ll y,  th' A R R C  has w o r k e d  w i t h  the M u n i c i p a l i t y  of 
A n c h o r a g e  to a c h i e v e  the d e v e l o p m e n t  and c o n s t r u c t i o n  of a 
p o r t i o n  of the C o as ta l T r ai l a l on g and w i t h i n  the r a i l r o a d  
r i g h t - o f - w a y  a d j a c e n t  to K n i k  A r m  in A n c h o r a g e .  N e g o t i a t i o n s  
are st ill u n d e r w a y  r e g a r d i n g  so m e a s p e c t s  of this use. The
M u n i c i p a l i t y  of A n c h o r a g e  has also  i n i t i a t e d  d i s c u s s i o n s  w i t h  
A R R C  c o n c e r n i n g  its d e s i r e  to a s s u m e  a lease p r e s e n t l y  held  by 
A n c h o r a g e  D r e d g e  and Dock. Th e M u n i c i p a l i t y  pl ans  a S h i p  C r e e k
L a n d i n g  d e v e l o p m e n t  at the site, and has p r o p o s e d  that A R R C
gr an t it a n e w  lease for the pro pe r ty .

A R R C  is i n v o l v e d  in n e g o t i a t i o n s  w i t h  s e v e r a l  N a t i v e  

c o r p o r a t i o n s  r e g a r d i n g  land e n t i t l e m e n t s  u n d e r  the A l a s k a  
N a t i v e  C l a i m s  S e t t l e m e n t  Ac t  and the A l a s k a  R a i l r o a d  T r a n s f e r  
Act. S e t t l e m e n t  of one of t h e s e  m a t t e r s  w a s  r e c e n t l y  r e a c h e d  
w i t h  Ek lu tn a,  Inc.

16. D e s c r i b e  the p r o c e d u r e s  the A R R C  f ol lo ws  w h e n  a local 
g o v e r n m e n t  r e q u e s t s  c o m m u n i c a t i o n  w i t h  the A R R C  r e g a r d i n g  rail 
land l oc at ed  w i t h i n  local g o v e r n m e n t  bo u n d a r i e s .

R e s p o n s e : W h e n  a local g o v e r n m e n t  c o m m u n i c a t e s  w i t h  A R R C
for l e as in g  pur po ses , the c o r p o r a t i o n  r e s p o n d s  ei t h e r  in 
w r i t i n g  or in person, at times by t e l ep ho ne . R e s p o n s e s  m a y  
come f r o m  ei t h e r  the P r e s i d e n t  and CEO or the D i r e c t o r  of Real 
Esta te.  C o m m u n i c a t i o n s  r e g a r d i n g  o the r a c t i v i t i e s  on rail 
lands, e i t h e r  e x i s t i n g  or pr op o s e d ,  such as road c r o s s i n g s  or 
u t i l i t y  e a s e m e n t s ,  are c u s t o m a r i l y  a s s e s s e d  first by the 
a p p r o p r i a t e  te ch n i c a l  d e p a r t m e n t  Ce . g . , E n g i n e e r i n g ,  
T e l e c o m m u n i c a t i o n s ) .  The final p e r m i t t i n g  d o c u m e n t  is e x e c u t e d  
by  the Real E s t a t e  D ir ec t o r .

17. D e s c r i b e  all n a t u r a l  r e s ou rc es , i n c l u d i n g  w i t h o u t  
.limitation, sand, gravel, oil, gas, ti mb e r and m i n e r a l s  on rail 
land, and an y  e x i s t i n g  or p l a n n e d  i n v e n t o r y  of th ose  na t u r a l  
r e s o u r c e s .

R e s p o n s e : No i n v e n t o r y  has yet be en  taken, nor is one
p r e s e n t l y  pla n ne d.  Rail'-oad '.ands do c o n t a i n  sand, gravel, 
timber, and coal res er v es .

18. D e s c r i b e  all d i s p o s a l s  of i n t e r e s t  in, d e v e l o p m e n t  of, 
or lease of a n y  of the r e s o u r c e s  i d e n t i f i e d  in r e s p o n s e  to the 
a b ov e q ue st i o n .

R e s p o n s e : The o n l y  a g r e e m e n t  r e l a t i n g  to d i s p o s a l  of su ch
r e s o u r c e s  to da te  has b e e n  an e n t r y  pe rm i t  g r a n t e d  to the 
U s i b e l l i  Coal M i n e  C o m p a n y  for e x p l o r a t o r y  a n a l y s i s  u p o n  
r a i l r o a d  p r o p e r t i e s  l oc at ed in the H e a l y  area.

19. D e s c r i b e  all c h a n g e s  in the levels of f r e i g h t  and 
p a s s e n g e r  s e r v i c e  w h i c h  have  be en  i m p l e m e n t e d  s i n c e  the 
t r a n s f e r  f r o m  the f ed era l g o v e r n m e n t .
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R e s p o n s e :

C h a n g e s  in f r e i g h t  s e r v i c e  s i n c e  the t r a n s f e r  fr om  the f ed era l 
g o v e r n m e n t :

a) A R R C  has a d de d d a i l y  s c h e d u l e d  o v e r n i g h t  fr e i g h t
s e r v i c e  b e t w e e n  A n c h o r a g e  and F a i r b a n k s  w h i c h  is p a r t i c u l a r l y  
i m p o r t a n t  for s h i p m e n t s  of p e t r o l c  .m proc cts, t r a i l e r s  on flat 
cars, and g e n e r a l  c o m m o d i t i e s .

b) A R R C  has a dd ed  u n i t  t r a i n s  for e x p o r t  coal s e r v i c e
b e t w e e n  H e a l y  and Sew ard .

C h a n g e s  in level of p a s s e n g e r  s e r v i c e s  s i n c e  t r a n s f e r  f r o m  the 
f e d e r a l  g o v e r n m e n t :

a) A R R C  fo und that r i d e r s h i p  b e t w e e n  A n c h o r a g e  and
F a i r b a n k s  in the w i n t e r  w a s  p r i m a r i l y  f r o m  p e r s o n s  n e e d i n g
a c c e s s  to t h ei r h o m e s  and c a b i n s  b e t w e e n  A n c h o r a g e  and 
H u r r i c a n e .  C sequently, A R R C  i n c r e a s e d  the n u m b e r  of tr ips  
t h r o u g h  the nc.'th local ar ea  ( A n c h o r a g e  to H u r r i c a n e )  fr om  
e i g h t  per m o n t h  d u r i n g  the 1 9 8 4 / 8 5  w i n t e r  to f o u r t e e n  per m o n t h  
d u r i n g  the w i n t e r  of 19 86 /8 7.  W i t h  this i n c r e a s e  in local 
s e r v i c e ,  A R R C  fo und  that a r e d u c t i o n  in n u m b e r  of w i n t e r  tr ip s 
e a c h  m o n t h  to F a i r b a n k s  f r o m  four to two s e r v e d  c u s t om er s*  
n e e d s .

b) T he  n o r t h l i n e  t r a i n s  w e r e  s p l i t  into an e x p r e s s  and a 
local t r a i n  d u r i n g  the s u m m e r  s ea son . Thi s i n c r e a s e d  the 
n u m b e r  of t r a i n s  on the n o r t h  line f r o m  f o u r t e e n  to t w e n t y  per
w e e k  f r o m  1984 to 1986.

c) The  B u d d  car, a s e l f - p r o p e l l e d  rail d ie s e l  p a s s e n g e r  
c o a c h  (RDC), is u s e d  on the n o r t h  local t r a i n s  i n s t e a d  of ful 
s e r v i c e  trai ns.

d) The  n u m b e r  of s h u t t l e s  b e t w e e n  P o r t a g e  and W h i t t i e r  
i n c r e a s e d  f r o m  t w e n t y - f i v e  per w e e k  d u r i n g  the s um m e r  of 1984 
to t h i r t y - f o u r  per w e e k  d u r i n g  the s u m m e r  of 1986.

e) D u r i n g  the w i n t e r ,  the n u m b e r  of P o r t a g e / W h i t t i e r  
s h u t t l e s  i n c r e a s e d  f r o m  six to e i g h t  per w e e k  f r o m  19 8 4 / 8 5  to 
1 9 8 6 / 8 7  w i t h  the a d d i t i o n  of the  S a t u r d a y  B u d d  service.

f) B u s e s  i n s t e a d  of p a s s e n g e r  rail cars  are used  on the 
W h i t t i e r  S h u t t l e  and b e t w e e n  A n c h c r a g e  and Portag e.  Thi s 
e n a b l e s  A R R C  to p r o v i d e  f a s t e r  s e r v i c e  w i t h  d i r e c t  p i c k - u p  and 
d r o p - o f f  at m a n y  W h i t t i e r  l o c at io ns . Th is  c h a n g e  w a s  p a r t i a l l y  
due to the r e t i r e m e n t  of an a n t i q u a t e d  p a s s e n g e r  tr ain set. At 
Po rt age , the  b u s es  ar e d r i v e n  on t o flat cars for the rail trip
to W h i t t i e r .  Th ere , the b u s e s  d i s e m b a r k  and m a k e  v a r i o u s  s t ops
in the c o m m u n i t y .
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g) A n c h o r a g e  to S e w a r d  s e r v i c e  w a s  p r o v i d e d  by Bud d car 
one d a y  a w e e k  d u r i n g  the s u m m e r  of 1986 v e r s u s  no ne  in 1984.

20. D e s c r i b e  all c u r r e n t l y  p r o p o s e d  or p l a n n e d  c h a n g e s  in 
the levels of f r e i g h t  and p a s s e n g e r  s e r v i c e  w h i c h  h a v e  b ee n 
i m p l e m e n t e d  s i n c e  the t r a n s f e r  f r o m  the fe d e r a l  g o v e r n m e n t .

R e s p o n s e :

P r o p o s e d  c h a n g e s  in the level of f r e i g h t  s e r vi ce :

T h e r e  are no p r o p o s e d  c h a n g e s  in the level of fr e i g h t  
s e r v i c e  at thi s time. A R R C  p l a n s  to c h a n g e  its s e r v i c e  level 
as and w h e n  n e e d e d  to s e r v e  its c u s t o m e r s  and m e e t  m a r k e t  
d e m a n d .

P r o p o s e d  c h a n g e s  in p a s s e n g e r  s e r v i c e s :

a) A R R C  p l a n s to p u r c h a s e  a n e w  p a s s e n g e r  t r a i n  to a r r i v e
in 1988 w h i c h  w i l l  i n c r e a s e  the a v a i l a b l e  s e a t s  in the s u m m e r
season. Th e  r e t i r e m e n t  of an a n t i q u a t e d  t r a i n  set m a y  re s u l t  
in a d d i t i o n a l  " s o l d - o u t "  days d u r i n g  the 1987  s u m m e r  se as on .

b) S e v e n  m o r e  p r i v a t e  rail p a s s e n g e r  ca r s w i l l  a r r i v e  in
1987. Th is  w i l l  add four h u n d r e d  and t w e n t y  m o r e  a v a i l a b l e
s ea ts per da y  in the s u m m e r  of 1987, b e t w e e n  A n c h o r a g e  and 
F a i r b a n k s .

c) T h e  n u m b e r  of P o r t a g e / W h i t t i e r  s h u t t l e s  i n c r e a s e d  fr om
25 per w e e k  d u r i n g  the s u m m e r  of 1984 , to 34 in 1986, and w il l
p r o b a b l y  i n c r e a s e  to 42 in 1987.

d) If the W h i t t i e r  c i t i z e n s  and o t h e r  s h u t t l e  c u s t o m e r s
desire, the A R R C  m a y  r e p l a c e  two full t r a i n  s h u t t l e s  per w e e k
d u r i n g  the 1 9 8 6 / 8 7  w i n t e r  w i t h  four B u d d  car s h u t t l e s  per w e e k  
d u r i n g  the w i n t e r  of 198 7/ 88 .

e) Th e S e w a r d  s u m m e r  s e r v i c e  w i l l  i n c r e a s e  to t hr ee  Budd 
car r o u n d t r i p s  per w e e k  in 1987 f r o m  one in 1986 and no n e in 
1984 .

f) A R R C  m a y  add one  r o u n d t r i p  per w e e k  to S e w a r d  d u r i n g  
the 1 98 7 / 8 8  w i n t e r .

21. D e s c r i b e  the p r o c e d u r e s  w h i c h  the A R R C  fo l l o w s  and the 
fa c t o r s  c o n s i d e r e d  w h e n  it e v a l u a t e s  the n e e d  to c h a n g e  lev els  
of fr e i g h t  or p a s s e n g e r  se rvi ce .

R e s p o n s e : M a n a g e m e n t  r e v i e w s  A R R C ' s  costs, c o m p e t i t i v e
f a c t o r s f m a r k e t  de ma nd s,  and c u s t o m e r  and c o m m u n i t y  n ee ds  
be f o r e  m a k i n g  a c h a n g e  in level of e i t h e r  f r e i g h t  or p a s s e n g e r
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ser v ic e.  In s o m e  cas es , A R R C  m a n a g e m e n t  has a t t e m p t e d  to 
e l i c i t  c o m m u n i t y  i np ut  t h r o u g h  p u b l i c  h ea ri ng s .

22. D e s c r i b e  all c h a n g e s  in the ra te s c h a r g e d  by the 
r a i l r o a d  for h a u l i n g  f r e i g h t  s i n c e  the t r a n s f e r  f r o m  the 
f e de ra l g o v e r n m e n t .

R e s p o n s e : A R R C  has use d c o n t r a c t  rate a g r e e m e n t s  and
e x e m p t  rate  q u o t a t i o n s  in an e f f o r t  to take  b e t t e r  a d v a n t a g e  of 
o p p o r t u n i t i e s  u n d e r  d e r e g u l a t i o n  as w e l l  as to r e s p o n d  to 
c o m p e t i t i v e  p r e s s u r e s .  As a result, i n d i v i d u a l  ra tes  have  
v a r i e d  u p w a r d  and d o w n w a r d .  T h e r e  ha ve  be e n no 
a c r o s s - t h e - b o a r d  c h a n g e s  in t a r i f f  rates. W i t h  r e g a r d  to 
s p e c i f i c  ra te  a m o u n t s  that  are not set f or th in A R R C ’s tariff, 
p l e a s e  see a n s w e r  to Q u e s t i o n  No. 29.

23. D e s c r i b e  all c u r r e n t l y  p r o p o s e d  or p l a n n e d  c h a n g e s  in 
the r a te s c h a r g e d  for h a u l i n g  f r e i g h t  s i n c e  the t r a n s f e r  fr o m 
the f e d e r a l  g o v e r n m e n t .

R e s p o n s e : A R R C  p la n s to r e s t r u c t u r e  its e x e m p t  rate q u o t e s
for i n t e r m o d a l  t r a f f i c  to s i m p l i f y  that s e g m e n t  of A R R C ' s  
b u s i n e s s .  A R R C  p l a n s  to r e s t r u c t u r e  e x e m p t  ra te  q u o t e s  for 
o t he r s e g m e n t s  in the f u t u r e  for the sa m e rear.ons. O t h e r w i s e ,  
A R R C  does not h a v e  a n y  p r e s e n t  p l a n s  to c h a n g e  its r ate s ot he r 
th a n to c h a n g e  t h e m  w h e n  n e c e s s a r y  to m e e t  c o m p e t i t i o n  and 
i m p r o v e  p r o f i t a b i l i t y .

24. Has the B o a r d  i n v o k e d  an e x e c u t i v e  s e s s i o n  to d i s c u s s  
the p o l i c y  a s p e c t s  (as o p p o s e d  to the f i n a n c i a l  d e t a i l s )  of 
a c q u i s i t i o n  or d i s p o s a l  of a n y  i n t e r e s t  in land? If so, p l e a s e  
s t a t e  w h en ,  d e s c r i b e  the land a ff e c t e d ,  and the a c t i o n  
d i s c u s s e d .

R e s p o n s e : No, the B o a r d  has not in v o k e d  an e x e c u t i v e
s e s s i o n  to d i s c u s s  the p o l i c y  a s p e c t s  of a ny  land a c q u i s i t i o n  
or d i s p o s a l .

25. W h y  do e s  the B o a r d  b e l i e v e  it is n e c e s s a r y  to in vok e 
e x e c u t i v e  s e s s i o n  to d i s c u s s  the p o l i c y  a s p e c t s  of a c q u i s i t i o n  
or d i s p o s a l  of an i n t e r e s t  in land?

R e s p o n s e : It w o u l d  be n e c e s s a r y  to in v ok e an e x e c u t i v e
s e s s i o n  for d i s c u s s i o n  of land a c q u i s i t i o n  and d i s p o s a l  w h e n  
the f i n a n c i a l  d e t a i l s  of p r o p o s e d  t r a n s a c t i o n s  w o u l d  ha ve  a 
s i g n i f i c a n t  c h i l l i n g  e f f e c t  on the m a r k e t a b i l i t y  or v i a b i l i t y  
of the p r o p o s a l .  D e p e n d i n g  u p o n  the f i n a n c i a l ,  o p e r a t i o n a l ,  or 
legal a s p e c t s  of a t r a n s a c t i o n ,  e a r l y  p u b l i c  d i s c l o s u r e  m a y  
d i s c o u r a g e  i n t e r e s t  by  r e s p o n s i b l e  d e v e l o p e r s ,  a ff o r d  real 
e s t a t e  c o m p e t i t o r s  an o p p o r t u n i t y  to f r u s t r a t e  A R R C  plans, 
a n d / o r  i n c r e a s e  o l  d e c r e a s e  m a r k e t  v a l u e s  to A R R C ' s  d e t ri me nt . 
P l e a s e  n o t e  that no B o a r d  a c t i o n  can take p l a c e  in e x e c u t i v e  
ses s io n.
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26. D e s c r i b e  each i n s t a n c e  s i nc e F e b r u a r y  1985 in w h i c h  
the B o a r d  has i nv ok ed  an e x e c u t i v e  s e s s i o n  to d i s c u s s  the 
s u b j e c t s  d e s c r i b e d  in A.S. 4 2 . 4 0 . 1 7 0 ( b ) ( 7 ) .

R e s p o n s e : 
m e e t i n g s :

T h o s e  i n s t a n c e s  i n c lu de d the f o l l o w i n g  Bo ard

F e b r u a r y  15, 1985 
N o v e m b e r  21, 1985

D e c e m b e r  19, 1985 
F e b r u a r y  20, 1986 
A p ri l 17-18, 1986

M a y  21, 1986

- B oa rd  Mtg. -
- B o a r d  Mtg. -

- B o a r d  Mtg. -
- B oa rd  Mtg. -
- B oa rd  Mtg. -

- B o a r d  Mtg. -

T a r i f f  I n c r ea se  
C o r p o r a t i o n  M a r k e t i n g  Plan 
C o s t i n g  P r o c e d u r e s  
C o r p o r a t i o n  M a r k e t i n g  Plan 
M a r k e t i n g  U pd a t e  
M a r k e t i n g  and F i n a n c i a l  

P r o j e c t i o n s  
M a r k e t i n g  U pd a t e

S u c h  i n f o r m a t i o n  w a s  al s o d i s c u s s e d  in e x e c u t i v e  s e s s i o n  as 
part and p a r c e l  of l i t i g a t i o n  re por ts.  For e x a m p l e ,  a s t at e  
case, C i t y  of V a l d e z  v. A R R C . u n s u c c e s s f u l l y  s o u g h t  p r o t e c t e d
pi p e rate c o s t i n g  i n f o r m a t i o n ,  and an ICC b o x c a r  e x e m p t i o n  
p r o c e e d i n g  w a s  an u n s u c c e s s f u l  e f f o r t  by  w a t e r c a r r i e r s  to d e n y  
A R R C  the b e n e f i t  of ICC d e r e g u l a t i o n  of r a i l r o a d  bo xc a r  
m o v e m e n t s .

27. D e s c r i b e  those s p e c i f i c  c a t e g o r i e s  of d o c u m e n t s  w h i c h  
the A R R C  does not m a k e  public.

R e s p o n s e : A R R C  does not s p e c i f i c a l l y  d e s i g n a t e  by type
t h os e d o c u m e n t s  that are op e n for p u b l i c  i n s p e c t i o n  and t ho se
th at are not. Rather, w h e n  a p a r t i c u l a r  r e q u e s t  for 
i n f o r m a t i o n  is re ce iv ed , AR RC  first d e t e r m i n e s  the n a t u r e  of
the r e q u e s t  and then  p r o v i d e s  the i n f o r m a t i o n  if it is not 
w i t h i n  the s c o p e  of t ho se  m a t t e r s  set forth in AS 4 2 . 4 0 . 2 1 0 ( b )  
and B o a r d  Rule  No. 4.

A R R C ' s  B o a rd  of D i r e c t o r s  has a d o p t e d  Rule  4, a c o p y  of 
w h i c h  is a t t a c h e d  as an exhib it,  w h i c h  e l a b o r a t e s  u p o n  m a t t e r s  
not a v a i l a b l e  for p u b l i c  ins pe ct io n.

28. D e s c r i b e  th ose s p e c i f i c  c a t e g o r i e s  of d o c u m e n t s  w h i c h  
the A R R C  does  m a k e  public.

R e s p o n s e : See  r e s p o n s e  to Q u e s t i o n  No. 27.

29. D e s c r i b e  the s p e c i f i c  t ype s of d o c u m e n t s  w h i c h  A R R C  
w i t h h o l d s  f r o m  the p u b l i c  as be ing  " p r o p r i e t a r y  i n f o r m a t i o n "
a s s o c i a t e d  w i t h  s p e c i f i c  s h i p p e r s  c o n s i s t e n t  w i t h  the s t a n d a r d s  
and p r a c t i c e s  of the ICC.

R e s p o n s e : The ty pes  of d o c u m e n t s  w h i c h  fall into the
c a t e g o r y  r e l a t i n g  to p r o p r i e t a r y  i n f o r m a t i o n ,  d i v i s i o n s  and
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c o n t r a c t  rate a g r e e m e n t s  w o u l d  i n cl ud e cost st udi es , cost  data, 
c o n t r a c t  rate  a g r e e m e n t s ,  e x e m p t  rate q u o t a t i o n s ,  d i v i s i o n s  
s h ee ts , b i l l s  of lading, w a y b i l l s ,  a n y  d o c u m e n t s  r e l a t i n g  to a 
s h i p p e r’s bus in e s s ,  and a ny  n o t e s  or c o r r e s p o n d e n c e  r e l a t i n g  to 
a n y  of th* above.

30. D e s c r i b e  the s p e c i f i c  types of d o c u m e n t s  w h i c h  AR RC  
w i t h h o l d s  f r o m  the p u b l i c  as b e i ng  " p r o p r i e t a r y  i n f o r m a t i o n "  
a s s o c i a t e d  w i t h  d i v i s i o n s  c o n s i s t e n t  w i t h  the s t a n d a r d s  and 
p r a c t i c e s  of the ICC.

R e s p o n s e : See  r e s p o n s e  to Q u e s t i o n  No. 29.

31. D e s c r i b e  the s p e c i f i c  ty pes  of d o c u m e n t s  w h i c h  A R R C  
w i t h h o l d s  f r o m  the p u b l i c  as b e i ng  " p r o p r i e t a r y  i n f o r m a t i o n "  
a s s o c i a t e d  w i t h  c o n t r a c t  ra t e a g r e e m e n t s  c o n s i s t e n t  w i t h  the 
s t a n d a r d s  and p r a c t i c e s  of the ICC.

R e s p o n s e : Se e r e s p o n s e  to Q u e s t i o n  No. 29.

32. O t h e r  than  the s p e c i f i c  types of d o c u m e n t s  d e s c ri be d,  
d e s c r i b e  o t he r s p e c i f i c  t yp es of d o c u m e n t s  w h i c h  the A R R C  
w i t h h o l d s  f r o m  the p u b l i c  as " p r o p r i e t a r y  i n f o r m a t i o n "  
c o n s i s t e n t  w i t h  the s t a n d a r d s  and p r a c t i c e s  of the ICC.

R e s p o n s e : See r e s p o n s e  to Q u e s t i o n  No. 29.

33. List e a c h  rule  p u r s u a n t  to w h i c h  the A R R C  has 
d e s i g n a t e d  d o c u m e n t s  as p r i v i l e g e d  or p r o p r i e t a r y  u n d e r  A.S. 
4 2 . 4 0 . 2 2 0  or o t h e r w i s e ,  and d e s c r i b e  the ty pes of d o c u m e n t s  and 
i n f o r m a t i o n  w i t h h e l d  fr o m the pu b li c p u r s u a n t  to ea ch  rule.

R e s p o n s e : See r e s p o n s e  to Q u e s t i o n  No. 27.

34. D e s c r i b e  the r a t i o n a l e  of the A R R C  in r e f u s i n g  to 
p r o v i d e  the T r a n s p o r t a t i o n  C o m m i t t e e  w i t h  d o c u m e n t s  r e q u e s t e d  
b y  that c o m m i t t e e  in 1985 and 1986.

R e s p o n s e : It is our r e c o l l e c t i o n  that the i n f o r m a t i o n
r e q u e s t e d  w a s  o p e r a t i n g  c os ts for m o v e m e n t  of fr e i g h t  via  
t r a i l e r s  on flat cars. R a i l r o a d s  in the Un i t e d  S t a t e s  have  not 
b e e n  r e q u i r e d  by law to d i v u l g e  costs. S u c h  i n f o r m a t i o n  has 
a l w a y s  Deen  c o n s i d e r e d  p r o p r i e t a r y ,  and c o n f i d e n t i a l i t y  has 
b e e n  p r o t e c t e d .  Cl ea rl y,  su ch  rules p r o m o t e  c o m p e t i t i o n  by 
a l l o w i n g  r a i l r o a d s  the sa me  b u s i n e s s  a d v a n t a g e s  and m a r k e t i n g  
m e c h a n i s m s  e n j o y e d  by o t h e r  t r a n s p o r t a t i o n  modes. In those 
i n s t a n c e s  w h e r e  it w a s  n e c e s s a r y  for the I n t e r s t a t e  C o m m e r c e  
C o m m i s s i o n  to h a v e  the c o st s  in o r d e r  to a r r i v e  at a 
c o n c l u s i o n ,  the cost da t a was s u b m i t t e d  to the C o m m i s s i o n  on a 
c o n f i d e n t i a i  basis, w a s  not d i v u l g e d  to the c o m p l a i n a n t  or to 
the p ub lic , and did not a p p e a r  in an y  p r i n t e d  report. Fe d e r a l  
and s t a t e  laws p r o v i d e  A R R C  the same ri g h t s  and b e n e f i t s  to
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p r o t e c t  c o n f i d e n t i a l  i n f o r m a t i o n .  T h i s  e n a b l e s  the c o m p a n y  to 
p r i c e  and c o n t r a c t  its s e r v i c e s  on a b u s i n e s s l i k e  basis and to 
r e s p o n d  q u i c k l y  to m a r k e t  c o n d i t i o n s .

35. D e s c r i b e  the d o c u m e n t s  and c a t e g o r i e s  of i n f o r m a t i o n  
the A R R C  r e f u s e d  to give  to the T r a n s p o r t a t i o n  Co mm it te e.

R e s p o n s e : A l t h o u g h  w e  ar e not c e r t a i n  at this da te  w h a t
d o c u m e n t s  w e r e  re fus ed , t h e y  w e r e  m o s t  p r o b a b l y  t ho se  w h i c h  
w o u l d  d i v u l g e  c o n f i d e n t i a l  c o n t r a c t  r a te s  or o p e r a t i n g  costs, 
and w h i c h  c o u l d  be a t t r i b u t e d  to a n y  f i e i g h t  s e r v i c e  se gme nt .

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

- c o n t r a c t  ra tes
- o p e r a t i n g  c o st s  for s p e c i f i c  f r e i g h t  m o v e s
- a n y i n f o r m a t i o n  w h i c h  w o u l d  i d e n t i f y  s h i p m e n t s  c o n c e r n i n g  

one s h i p p e r  or c o n s i g n e e

36. D e s c r i b e  all p r o c e d u r e s  and p r a c t i c e s  by  w h i c h  the 
A R R C  a t t e m p t s  to m i n i m i z e  the a d v e r s e  e f f e c t  of the o p e r a t i o n  
of the r a i l r o a d  on w i l d l i f e .

R e s p o n s e : In c o o p e r a t i o n  w i t h  the A l a s k a  D e p a r t m e n t  of
F is h and Ga me  ("ADF &G" ),  the A R R C  has e x p e r i m e n t e d  w i t h
n u m e r o u s  m e t h o d s  to m i n i m i z e  the a d v e r s e  e f f e c t s  of its 
o p e r a t i o n s  on w i l d l i f e ,  s p e c i f i c a l l y  big game. H i s t o r i c a l l y ,  
m o o s e  are the ga m e p o p u l a t i o n  m o s t  a f f e c t e d  by the r ai lr oa d,  
p r i m a r i l y  in y e a r s  of d e e p  s n o w  (3 to 5 feet) for long p e r i o d s  
of time. U n f o r t u n a t e l y ,  m a n y  of the e x p e r i m e n t s  ha v e fa il ed  to 
d e m o n s t r a t e  a r e l i a b l e  w a y  to d i s c o u r a g e  m o o s e  u s a g e  of the 
p lo w e d  t ra ck  (see r e s p o n s e  to Q u e s t i o n  No. 39 below). 
P re s e n t l y ,  the e f f o r t  is c o n c e n t r a t e d  on p l o w i n g  the
r i g h t - o f - w a y  as w i d e  as p o s s i b l e ,  and a c o m b i n a t i o n  of lights, 
h o r n s  and b el ls  to f r i g h t e n  t h e m  a w a y  f r o m  *he track. W h e r e
p os si b l e ,  the t ra in e n g i n e e r s  s l o w  d o w n  to r e d u c e  the c h a n c e  of 
a strike.

A R R C  is a g a i n  c o o p e r a t i n g  w i t h  A D F £ G  in its o n g o i n g  s t u d y
of the m o o s e  m o r t a l i t y  a l o n g  the  tracks. For ex am pl e , 
a r r a n g e m e n t s  are b e in g m a d e  for ga me  b i o l o g i s t s  to a c c o m p a n y  a 
l o c o m o t i v e  on s e ve ra l tr ips  n o r t h  this  sea son . Th e c o r p o r a t i o n  
has al so  e n g a g e d  a p r i v a t e  c o n s u l t a n t  to d e v e l o p  e l e c t r o n i c  
e q u i p m e n t  to f r i g h t e n  the m o o s e  and d r i ve  t h e m  a w a y  f r o m  the 
track. R e s e a r c h  and e q u i p m e n t  d e s i g n  u n d er  that c o n t r a c t  are 
s c h e d u l e d  for c o m p l e t i o n  w i t h i n  the c u r r e n t  w i n t e r  seas on,  w i t h  
c o n s t r u c t i o n  and i n s t a l l a t i o n  of e q u i p m e n t  to f o l l o w  d e f e n d i n g  
on the r e s u l t s  of r e se ar ch .

37. D e s c r i b e  all a c t i o n s  t a k e n  b y  the £ R R C  if a t r a i n  hits 
& mo o se ,  i n c l u d i n g  n a m e s  of p e o p l e  to w h o m  tho i n f o r m a t i o n  is 
r ep or t e d ,  r e p o r t s  ma de, and a t t e m p t s  to s a l v a g e  meat.
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R e s p o n s e : T h e  A R R C  has, at least s i n c e  the e a r l y  1980's,
c o o p e r a t e d  w i t h  the A D F & G  and fis h and w i l d l i f e  e n f o r c e m e n t  
o f f i c e r s  of the D e p a r t m e n t  of P u b l i c  S a f e t y  ("DPS") to e n s u r e  
the r e t r i e v a l  and s a l v a g e  of m o o s e  hi t by tr ai n s.  S i n c e  1983,
this p r o c e s s  has  b e e n  r e f i n e d  and c a r r i e d  cn u nd er an i n f o rm al
u n d e r s t a n d i n g  by w h i c h  r a i l r o a d  c r e ws  i m m e d i a t e l y  r e p o r t e d  a 
s t r i k e  to the t r a i n  d i s p a t c h e r ,  w h o  c a l l e d  the a p p r o p r i a t e  fish 
and w i l d l i f e  n u m b e r  for the g a m e  m a n a g e m e n t  un it  in vol ve d. If 
the m o o s e  w a s  s a l v a g e a b l e  (that is, s u f f i c i e n t l y  in t a c t  a f t er  
the c o l l i s i o n ) ,  the r a i l r o a d  s e c t i o n  c r e w  w a s  u n d e r  
i n s t r u c t i o n s  to t r a n s p o r t  the c a r c a s s  to the n e a r e s t  p u b l i c  
road  c r o s s i n g ,  w h e r e  DP S  had n o t i f i e d  the n e x t  e l i g i b l e  c h a r i t y
to p i c k  it up. The p r o c e s s  w a s  c o m p l e t e d  w i t h i n  20 h o u r s  a f te r
the c o l l i s i o n  and in m o s t  c a s e s  (when the s e c t i o n  c r e w  c o u l d  be 
i m m e d i a t e l y  c o n t a c t e d ) ,  w i t h i n  o n l y  a f e w  ho u rs . A D F ^ G  game  
b i o l o g i s t s  h a v e  a s s u r e d  A R R C  that g a m e  r e t r i e v a l  w i t h i n  this
ti m e fr ame  is s u f f i c i e n t ,  so long as the air t e m p e r a t u r e s  are
as col d as is g e n e r a l l y  the c a s e  d u r i n g  the p e r i o d  w h e n  m o o s e  
s t r i k e s  occur.

T he t r a i n  w h i c h  s t r i k e s  a m o o s e  is r e q u i r e d  to s t o p  and 
m a k e  an i n s p e c t i o n  u n l e s s  it is c l e a r  that  the an i ma l is free 
of the t r a c k  and p r e s en ts  no d a n g e r  to t r ai n m o v e m e n t .  The 
c r e w  t v a l u a t e s  the c o n d i t i o n  of the a n i m a l  (i.e. is it a li ve  
and c r i p p l e d ?  is it s a l v a g e a b l e  if a l r e a d y  de ad ?)  and
i m m e d i a t e l y  n o t i f i e s  the D i s p a t c h e r  by  radio. The  local 
s e c t i o n  c r e w  is then  n o t i f i e d  of the n e c e s s i t y  to e i t h e r  
d i s p a t c h  a c r i p p l e d  m o o s e  a n d / o r  s a l v a g e  the c a r ca ss . The 
c a r c a s s  is fi eld  dr e ss ed , w i t h  the A R R C  p r o v i d i n g  n e c e s s a r y  
e q u i p m e n t  for this p u r p os e,  and d e l i v e r e d  to c r o s s i n g s  as
d i s c u s s e d  below.

T hi s p r o c e d u r e  w a s  f o r m a l i z e d  for the c u r r e n t  s e a s o n  w i t h  
an a d d i t i o n  to the A R R C ' s  T i m e t a b l e  No. 120, a set of o p e r a t i n g  
r u l es  u t i l i z e d  by all o p e r a t i o n s  p e r s o n n e l .  A c o p y  of the 
p r o c e d u r e  is a t t a c h e d  as an e x h i b i t .  It g e n e r a l l y  r e s t a t e s  the 
p r o c e s s  w h i c h  had be e n p r e v i o u s l y  d e v e l o p e d  by A R R C  and DPS 
o f f i c e r s  and i n c l u d e s  the s p e c i f i c  t e l e p h o n e  n u m b e r s  u se d by 
the D i s p a t c h e r  to n o t i f y  DPS. In a d d i t i o n ,  for the Gol d C r e e k  
ar e a w h e r e  DPS  has not in the pa s t m a i n t a i n e d  a c h a r i t y  list 
(due to the a r e a ' s  i s o l a t i o n  f r o m  the p u b l i c  road sy st em ),  the 
A R R C  has w o r k e d  w i t h  DPS  to d i s t r i b u t e  si gn  up s h e e t s  a m on g  
a r e a  r e s i d e n t s  and r e t u r n  t h o s e  s h e e t s  to DP S to c o m p i l e  a list 
of e l i g i b l e  r e c i p i e n t s .  In t h e s e  areas, the A R R C  c r e w  
r e t r i e v i n g  a m o o s e  is a u t h o r i z e d  by DPS  to t r a n s p o r t  the 
c a r c a s s  to a c o n v e n i e n t  spot a l o n g  the t r a c k  for a cc e s s  by the 
next  e l i g i b l e  r e c i p i e n t .  T h e  s e c t i o n  c r e w  m e m b e r s ,  r e s i d e n t s  
of the a r e a  t h e m s e l v e s ,  ar e w e l l  a w a r e  of the best l o c a t i o n s  
for s u c h  pic k- up .

S u c h  s a l v a g e  a c t i v i t i e s  c o s t  A R R C  m o n e y  and d iv e r t  
e m p l o y e e s  f r o m  o t h er  n e c e s s a r y  dut ie s.  For e x a m p l e ,  in
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c a l e n d a r  y e a r  1986 (a y e a r  of light s n o w f a l l ) ,  a p p r o x i m a t e l y  
200 m a n - h o u r s  w e r e  e x p e n d e d ,  for an e s t i m a t e d  $ 5 , 0 0 0  in 
a d d i t i o n a l  labor costs.

38. H o w  m a n y  m o o s e  w e r e  hit by  t r a i n s  in e a c h  c a l e n d a r  
y e a r  f r o m  1980  t h r o u g h  1986?

R e s p o n s e : R a t h e r  th a n u s i n g  f i g u r e s  for c a l e n d a r  years,
the f o l l o w i n g  s t a t i s t i c s  e n c o m p a s s  the w i n t e r  s e a s o n  of the 
i n d i c a t e d  ye ar, w h i c h  is w h e n  m o s t  m o o s e  s t r i k e s  occur. 
F i g u r e s  for the y e a r s  b e f o r e  1984 w e r e  c o m p i l e d  by  the ADF£G.

1 9 7 9 - 8 0  - 54
1 9 8 0 - 8 1  - 24
1 9 8 1 - 8 2  - 50
1 9 8 2 - 8 3  - 144
1 9 8 3 - 8 4  - 63
1 9 8 4 - 8 5  - 384
1 9 8 5 - 8 6  - 37
1 9 8 6 - 8 7  (to 2 / 6/ 87 ) - 91

39. D e s c r i b e  all o t h e r  p r o c e d u r e s  of vihich the A R R C  is 
a w a r e  w h i c h  w o u l d  a d d i t i o n a l l y  m i n i m i z e  the ri s k of h i t t i n g  
m o o s e  and s t a t e  w h y  the A R R C  has not i m p l e m e n t e d  such  
p r o c e d u r e s .

R e s p o n s e : Th e A R R C  is not a w a r e  of a n y  o t h er  p r o c e d u r e s  it
c o u l d  e m p l o y  w h i c h  w o u l d  fu l f i l l  the c r i t e r i a  a d d r e s s e d  in this
q u e s t i o n .  T h e r e  h a v e  b e e n  o t h e r  s u g g e s t i o n s  but in our
e x p e r i e n c e  t h e y  ha ve  p r o v e n  u n f e a s i b l e .  A m o n g  the failed
e x p e r i m e n t s  are  s on i c w h i s t l e s ,  w h i c h  did not s o u n d  w h e n  the
t r a i n s  m o v e d  at s l o w  s p e e d s  and f r o z e  w h e n  it w a s  v e r y  cold;
s l o w i n g  the train, w h i c h  r a i s e d  h a v o c  w i t h  s c h e d u l e s ,  m a d e  it 
i m p o s s i b l e  to c l i m b  c e r t a i n  g r a d e s  on the icy track, and lead 
to m a n y  m o r e  c r i p p l e d  a n i ma ls ; and d e c k i n g  b e t w e e n  ties on 
b r i d g e s  so that m o o s e  can  s a f e l y  cross, w h i c h  ca u s e d  
f e d e r a l l y - r e q u i r e d  s p e e d  s e n s o r s  on the t ra in w h e e l s  to w o r k
i m p r o p e r l y .  Ot her , e v e n  less f e a s i b l e  ideas ha v e bee n 
c o n s i d e r e d  and re j ec t e d ,  s u c h  as i n s t a l l i n g  a " b u m p e r "  on the 
f r on t of l o c o m o t i v e s .  O p e r a t i n g  the t r a i n  o n l y  in d a y l i g h t  
h o u r s  is e q u a l l y  i m p r a c t i c a l ,  s i n c e  the p r o b l e m  ar i s e s  in 
w i n t e r  w h e n  t ho se  h o ur s  are too s h or t to a l l o w  the s h i p p i n g  
b u s i n e s s  of the r a i l r o a d  to s ur vi v e .  In ad di t i o n ,  to me et
s h i p p e r s '  a r r i v a l  ti me  r e q u i r e m e n t s ,  n i g h t  o p e r a t i o n s  are 
e s s e n t i a l .

A n o t h e r  s u g g e s t i o n ,  w h i c h  does  not a p p e a r  f e a s i b l e  and has 
thus  not b e e n  i m p l e m e n t e d  b y  A D F ^ G  and the ARRC, is a s p ec ia l 
" h u n t i n g  s e a s o n "  to thin m o o s e  in the ar e a w h e n  h e a v y  s n o w f a l l  
o cc urs . T h i s  c o n c e p t  w o u l d  be d i f f i c u l t  to a d m i n i s t e r  and has 
b e e n  s o u n d l y  c r i t i c i z e d  by  A D F ^ G  p e r s o n n e l .  Se e Di c k e r s o n ,  
J.C. § Kram e r,  R.J., " W h e n  M o o s e  and T r a i n  Meet: A v o i d i n g
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C o l l i s i o n s  on the A l a s k a  R a i l r o a d , "  A l a s k a  Fi s h & Game
( S e p .- Oc t.  1986). A c o p y  of this a r t i c l e  is a t t a c h e d  as an 
e x h i b i t .

40. D e s c r i b e  all p e s t i c i d e s  us ed  by the ARRC, and the 
a r e a s  in w h i c h  s u c h  p e s t i c i d e s  are a p p l i e d .  D e s c r i b e  a n y  
c o m p l a i n t s  the A R R C  has r e c e i v e d  r e g a r d i n g  the use of
p e s t i c i d e s ,  and d e s c r i b e  the p r o c e d u r e s  the A R R C  has or inten ds
to i m p l e m e n t  to d i s c u s s  su c h c o m p l a i n t s  in pu bl ic .

R e s p o n s e : B e g i n n i n g  in the 1950's, the fe d e r a l  A l a s k a
R a i l r o a d  c o n d u c t e d  a h e r b i c i d e  p r o g r a m  to c o n t r o l  v e g e t a t i o n  
a l o n g  the r a i l r o a d  r i g h t - o f - w a y .  V e g e t a t i o n  m a i n t e n a n c e  is
p e r i o d i c a l l y  r e q u i r e d  to e n s u r e  sa f e r a i l r o a d  o p e r a t i o n s .  The 
s t a t e - o w n e d  A R R C  ha s not a p p l i e d  a n y  s u c h  c h e m i c a l s  s i n ce  it
t o o k  ov er  o p e r a t i o n  of the r a i l r o a d  in 1985. It a p p l i e d  to the 
s t a t e  D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n  in 1985 for a
p e r m i t  to a p p l y  a h e r b i c i d e  k n o w n  as h e x a z i n o n e  or the
r i g h t - o f - w a y .  A f t e r  p u b l i c  h e a r i n g s ,  a w o r k i n g  d ra ft of A R R C ' s  
p r o p o s e d  V e g e t a t i o n  M a i n t e n a n c e  M a n a g e m e n t  P r o g r a m  s t u d y  wa s  
d i s t r i b u t e d  to i n t e r e s t e d  p a r t i e s  for c o m m e n t .  To a l l o w
s u f f i c i e n t  ti me  for p u b l i c  and a g e n c y  input, A R R C  w i t h d r e w  its 
a p p l i c a t i o n  for s p r a y i n g  in 1985. No a p p l i c a t i o n  w a s  filed for 
the 1986 s p r a y i n g  s e a s o n  and thus the r i g h t - o f - w a y  has not bee n 
t r e a t e d  for s o m e  time.

B e c a u s e  of the l i k e l i h o o d  of h a r m  to its r o ad be d
( v e g e t a t i o n  a l l o w s  w a t e r  to s e e p  in a m on g  b a l l a s t  and gravels, 
w e a k e n i n g  s u p p o r t  of tie s and rai ls)  and the e n c r o a c h m e n t  of
b r u s h  a l o n g  the r i gh t of w a y  w h i c h  bl o c k s  t r a i n  crews' v i e w  
( p a r t i c u l a r l y  to see d a n g e r s  in ti me  to a v o i d  c o l l i s i o n s ) ,  AR RC  
e x p e c t s  to fi i e an a p p l i c a t i o n  for a p e r m i t  to a p p l y  h e x a z i n o n e  
in the c o m i n g  s um me r.  All the  c o m m e n t s  r e c e i v e d  on the draft 
s t u d y  w i l l  be u s e d  in the p r e p a r a t i o n  of the p e r m i t  a p p l i c a t i o n .

H e x a z i n o n e  is lo w in t o x i c i t y  to m a m m a l s ,  fish, birds, and 
i n v e r t e b r a t e s  and has b e e n  f u l l y  t e s t e d  to E P A  s ta n d a r d s .  The 
p e r m i t t i n g  p r o c e s s  w ill , of cou r se , c o m p l y  w i t h  the pu bl ic  
n o t i c e  and o p p o r t u n i t y  to c o m m e n t  r e q u i r e d  by  s t a t e  law and DEC 
r e g u l a t i o n s .  Se e  A S 4 2 . 4 0 . 4 4 0 .  A R R C  has r e c e i v e d  c o m p l a i n t s
r e g a r d i n g  the p r o p o s e d  use of a n y  h e r b i c i d e ,  i n c l u d i n g  
h e x a z i n o n e ,  f r o m  a g r o u p  of T a l k e e t n a  ar ea  r e s i d e n t s  in the 
past  and e x p e c t s  they, as w e l l  as a n y  othe rs,  w i l l  a g a in  have 
an o p p o r t u n i t y  to e x p r e s s  t h e i r  c o n c e r n s  on the m a t t e r  in the 
p u b l i c  n o t i c e  p r o ce ss .

41. D e s c r i b e  a n y  a c t i o n  the A R R C  has u n d e r t a k e n  to 
d e t e r m i n e  a l t e r n a t e  m e t h o d s  of v e g e t a t i o n  c o n t r o l  o th er  than 
p e s t i c i d e s  a c t i o n s  u n d e r t a k e n  in the past.

R e s p o n s e : T h e w o r k i n g  d r af t r e f e r r e d  to in the r e s p o n s e  to
Q u e s t i o n  No. 40 w a s  c o m m i s s i o n e d  f r o m  the C o r p s  of E n g i n e e r s  
and i n c l u d e d  an a s s e s s m e n t  of a l t e r n a t i v e  m e t h o d s  r r v e g e t a t i o n



c o n tr ol . T h e s t u d y  c o n c l u d e d  that  the a v a i l a b l e  a l t e r n a t i v e s ,
w h i c h  i n c l u d e d  ge n e r a l  e x p a n s i o n  of r o a d b e d  m a i n t e n a n c e ,  m a n u a l  
labor, an d m e c h a n i c a l  co nt rol , a mo n g o th er s,  w e r e  e i t h e r  cost  
p r o h i b i t i v e  or no t f e a s i b l e  to c o m p l e t e l y  e l i m i n a t e  the ne e d 
for h e r b i c i d e  a p p l i c a t i o n .  A R R C  doe s m e c h a n i c a l l y  r e m o v e  
v e g e t a t i o n  o u t s i d e  the b a l l a s t  s e c t i o n  of the r o a db ed .

42. D e s c r i b e  the c u r r e n t  s i t u a t i o n  in M o o s e  Pass.

R e s p o n s e : The c u r r e n t  s i t u a t i o n  in C r o w n  Po int  has
r e m a i n e d  l a r g e l y  u n c h a n g e d  d u r i n g  the fall and w i n t e r  of 1986.
E x h a u s t i v e  e n v i r o n m e n t a l  m o n i t o r i n g  in a d d i t i o n  to w o r k  a l r e a d y
p e r f o r m e d  by A R R C  has b e e n  o n g o i n g  by S t a t e  of A l a s k a
c o n t r a c t o r s .  C u r r e n t l y  D a me s  £ Moore, a c o n t r a c t o r  w o r k i n g  on 
b e h a l f  of the state, is c o m p l e t i n g  w o r k  on a s t u d y  to d e t e r m i n e  
w h a t  c h e m i c a l  r e s i d u e s  m a y  st il l r e m a i n  in the C r o w n  P oin t 
im p a c t  area. The  final r e p o r t  is due on M a r c h  2, 1987.

D e s p i t e  s t u d y  r e s u l t s  w h i c h  i n d i c a t e  that s u s p e c t  c h e m i c a l s  
are not p r e s e n t  in h om es  or a p p e a r  at or belov; o r d i n a r y  
h o u s e h o l d  levels, c o m p l a i n t s  p e r s i s t  by s o m e  r e s i d e n t s  that the
M a r c h  2, 1986 ta nk  car re l e a s e  has a c o n t i n u i n g  d e t r i m e n t a l
e f f e c t  on t h e i r  healt h. M a n y  o t h e r  r e s i d e n t s  ha ve  r e t u r n e d  to 
t h e ir  " p r e - r e l e a s e "  li fes ty les , and a p p e a r  not  to be i m p a c t e d  
w h a t s o e v e r .  In an e ff o r t  to d e t e r m i n e  the h e a l t h  and p r o p e r t y  
issues, and to a s s i s t  th ose  w h o  r e m a i n  d i s p l a c e d ,  the
d e f e n d a n t s  in a laws uit  b r o u g h t  b y so me  50 C r o w n  Po in t
r e s i d e n t s  h a v e  b r o u g h t  in e x p e r t s  to a s s i s t  in the m o n i t o r i n g  
of o n g o i n g  pr ob l e m s .  In a dd it io n,  some  c l a i m s  h a v e  s et tl ed.

43. H o w  m a n y  r e s i d e n t s  are st ill  not li vi ng  in t he ir  h o m e s  
as a r e s u l t  of the i n c i d e n t  at M o o s e  Pass?

R e s p o n s e : It is d i f f i c u l t  to d e t e r m i n e  p r e c i s e l y  the
n u m b e r  of r e s i d e n t s  that are c u r r e n t l y  out of t he ir  h o m es
b e c a u s e  of the gas re lea se . M o s t  r e s i d e n t s  of the are a
r e t u r n e d  to th eir  h o m e s  i m m e d i a t e l y  a ft e r the in ci de nt .  In the 
f o l l o w i n g  m o n t h s ,  som e i n d i v i d u a l s  m o v e d  b a c k  in the are a on 
t h e i r  own  v o l i t i o n .  O t h e r s  have  r e a c c o m m o d a t e d  t h e m s e l v e s  in 
the ar ea  in n e w  or r e n o v a t e d  li vi ng  q u a r t e r s .  A p p r o x i m a t e l y  45 
p e o p l e  r e m a i n  out of th eir h o m e s  at the p r e s e n t  time, w h i c h
m a k e s  up  a p p r o x i m a t e l y  18 fam ili es .

44. H o w  m u c h  m o n e y  has the S t a t e  of A l a s k a  paid to a t t e m p t  
to r e c t i f y  the a d v e r s e  e f f e c t s  at M o o s e  P as s?

R e s p o n s e : In D e c e m b e r  1986, the S t a t e  of A l a s k a  e s t i m a t e d
that e x p e n d i t u r e s  w e r e  in the n e i g h b o r h o o d  of $ 6 5 0 , 0 0 0 . 0 0 .  
E s t i m a t e s  of the o v e r a l l  e x p e n d i t u r e  for the s t a t e  by  the ti m e 
it c e a s e s  m a k i n g  p a y m e n t s  ex c e e d  $ 8 5 0 , 0 0 0 . 0 0 .

45. H o w  m u c h  m o n e y  has the A R R C  paid to a t t e m p t  to r e c t i f y  
the a d v e r s e  e f f e c t s  at M o o s e  Pass?
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R e s p o n s e : A p p r o x i m a t e l y  $ 6 5 0 , 0 0 0 . 0 0  wa s  i n i t i a l l y  spent in
a s s i s t i n g  C r o w n  Point r e s i d e n t s  i m m e d i a t e l y  a f t e r  the release, 
and in c l e a n  up and e n v i r o n m e n t a l  m o n i t o r i n g .  O n g o i n g  e x p e n s e s  
are a c c r u i n g  as c l a i m s  are se tt le d , and c o s t s  are i n c u r r e d  for 
p r o f e s s i o n a l  and o u t s i d e  se rvi ce s.

46. D e s c r i b e  the p r o c e d u r e s  the A R R C  has i m p l e m e n t e d  to 
p r e v e n t  a r e c u r r e n c e  of the ty pe  of i n c i d e n t  that  o c c u r r e d  at 
M o o s e  Pass?

R e s p o n s e ; N e w  s t e a m  t r a c k  h e a t i n g  p r o c e d u r e s  ha v e bee n 
i m p l e m e n t e d  w h i c h  are int en de d to g r e a t l y  r e d u c e  a n y  risk of 
h u m a n  e r r o r  in the h e a t i n g  of t a n k  car c o m m o d i t i e s .  It m us t  be 
noted, h o w ev er ,  that the M a r c h  1986 r e l e a s e  w a s  not s i m p l y  a 
ca s e of the o v e r h e a t i n g  of a t a n k  car c o m m o d i t y .  On ce  the 
e r r o r  had been re al iz ed , r a i l r o a d  p e r s o n n e l  p r o p e r l y  c o n t a c t e d  
the c o n s i g n e e  and s h i p p e r  and e x p l a i n e d  the s i t u a t i o n .  The 
s h i p p e r’s d i s a s t r o u s  ad v i c e  wa s  that the p r o d u c t  w a s  p r o b a b l y  
not h a r m e d  and the car c o u l d  be s a f e l y  m o v e d  to its
d e s i g n a t i o n ,  w h e r e  its load w o u l d  cool. A f t e r  the event, ARRC  
so o n l ea rn ed  that the e x o t h e r m i c  c h e m i c a l  r e a c t i o n  w h i c h  
r e s u l t e d  c ou ld  h av e be en  e a s i l y  a v o i d e d  by c o o l i n g  the s h i p m e n t  
by  r u n n i n g  cold  w a t e r  t h r o u g h  the c a r ' s  s t e a m  coils.
P r o c e d u r e s  w i l l  al s o in su re that a c c u r a t e  an d r e l i a b l e
i n f o r m a t i o n  c o n c e r n i n g  h e a t i n g  is r e c e i v e d  f r o m  s h i p p e r s  an d/o r 
m a n u f a c t u r e r s .  Fin al ly , UF-85, the c o m m o d i t y  in th e M a r c h  tank 
car, is n o w  h e a t e d  by the c o n s i g n e e  at the d e l i v e r y  p oi nt w h e n  
n e c e s s a r y  to o f f l o a d  it into t an k e r  truck s.  R a t h e r  than
h e a t i n g  the e n t i r e  load at once, the c o n s i g n e e  h ea t s the
m a t e r i a l  as it e n t e r s  the exit hoses. T e m p e r a t u r e s  are also
w e l l  w i t h i n  s a f e t y  ranges.

47. Wha t is the p o l i c y  of the A R R C  w i t h  r e g a r d  to hi rin g 
A l a s k a n  r e s i d e n t s ?

R e s p o n s e : The A R R C  wa s  one of the first b u s i n e s s e s  in
A l a s k a  to j o i n  the G o v e r n o r ' s  C o u n c i l  on A l a s k a n  Hire. AR RC  
r e c r u i t s  a l m o s t  e x r . iv ely  w i t h  A l a s k a  Jo b S e r v i c e  o f fi ce s 
t h r o u g h o u t  the state. The o n l y  p o s i t i o n s  w h i c h  are  a d v e r t i s e d  
o u t s i d e  A l a s k a  are th ose p o s i t i o n s  for w h i c h  a h i g h l y  q u a l i f i e d  
c a n d i d a t e  c a n n o t  r e a s o n a b l y  be e x p e c t e d  to be f o un d in the
s t at e or p o s i t i o n s  in our S e a t t l e  office.

A t t a c h e d  is Bo ar d R e s o l u t i o n  No. 85-5: R e l a t i n g  to the
p o l i c y  of H i r i n g  A l a s k a  R e s i d e n t s .

48. Wha t is the p o l i c y  of the A R R C  w i t h  r eg a r d  to 
p u r c h a s i n g  A l a s k a n  g o od s and s e r v i c e s ?

R e s p o n s e : A R R C ' s  P r o c e d u r e  33 - 2.01, a d o p t e d  at the J u l y
18, 1985 A R R C  B o a r d  M e e t i n g  states:

- 1 7 -



3.5 Fema le,  M i n o r i t y ,  and A l a s k a n  Ven d or s.  It 
is the p o l i c y  of the A R R C  to e n c o u r a g e  m e a n i n g f u l  
p a r t i c i p a t i o n  of female, m i n o r i t y ,  and A l a s k a n  
o w n e d  v e n d o r  s o u r c e s  to p r o v i d e  u se f u l  and 
a c c e p t a b l e  q u a l i t y  s e r v i c e s  or m a t e r i a l s  at 
c o m p e t i t i v e  pri c es . P r o c u r e m e n t  p e r s o n n e l  are 
r e s p o n s i b l e  for m a k i n g  p r a c t i c a l  e f f o r t s  to 
l o c a t e  and s o l i c i t  m i n o r i t y  v e n d o r  bids for 
p r o d u c t s  or s e r v i c e s .  The M a n a g e r  of P r o c u r e m e n t  
is r e s p o n s i b l e  for the e f f e c t i v e  i m p l e m e n t a t i o n  
of  this g u i d e l i n e  in A R R C  p r o c u r e m e n t  a c t i v i t i e s .

T h i s  p o l i c y  w a s  s u b j e c t  to p u b l i c  r e v i e w  and in put  p ri or  to 
a d o p t i o n  by the B o a r d  of D i r e c t o r s .  A p u b l i c  h e a r i n g  was 
c o n d u c t e d  J u n e  21, 1985 at ARRC  H e a d q u a r t e r s  w h i c h  w a s  a t t e n d e d  
by a p p r o x i m a t e l y  t h i r t y  local v e n d o r s .  T h e i r  input was 
c o n s i d e r e d  in the p r o c e d u r e  s u b s e q u e n t l y  p r e s e n t e d  to the Board 
on J u l y  18, 1985, at w h i c h  time p u b l i c  c o m m e n t  w a s  a l l o w e d  by 
the B o a r d  and c o n s i d e r e d  prior to ad op t i o n .  T h i s  p r o c e d u r e  
f o l l o w s  the l e g i s l a t u r e ' s  m a n d a t e  in A R C A  " t h a t  the p r o c u r e m e n t  
p r o c e d u r e s  of the c o r p o r a t i o n  meet  a c c e p t e d  r a i l r o a d  i n d u s t r y  
s t a n d a r d s . "  AS 4 2 . 4 0 . 1 0 0 ( 8 ) .

49. W h o  is the i n d i v i d u a l  in c h a r g e  of i m p l e m e n t i n g  the 
p o l i c i e s  d e s c r i b e d  a bo v e ?

R e s p o n s e : Th e M a n a g e r ,  P r o c u r e m e n t  or his or her
e q u i v a l e n t .

50. W h a t  p e r c e n t a g e  of A R R C  e m p l o y e e s  are A l a s k a n
r e s i d e n t s ?

R e s p o n s e : As of F e b r u a r y  6, 1987, 98%  of A R R C  e m p l o y e e s
are A l a s k a n  r e s i d e n t s  (some e m p l o y e e s  are l o ca te d in Se at t l e ) .

51. W h a t  p e r c e n t a g e  of the g oo ds  and s e r v i c e s  (other than 
s e r v i c e s  r e n d e r e d  by e m p l o y e e s )  p u r c h a s e d  by the A R R C  are of 
A l a s k a n  o ri gin , p r o d u c t i o n  or m a n u f a c t u r e ?

R e s p o n s e : A R R C  purchase*, a p p r o x i m a t e l y  $ 8 , 0 0 0 , 0 0 0 . 0 0  in
go ods d u r i n g  1986. Of this fig ure  $ 4 , 0 0 0 , 0 0 0 . 0 0  r e p r e s e n t s  
l o c o m o t i v e  and o t h e r  fu els  w h i c h  a r e  all of A l a s k a  origin, 
p r o d u c t i o n  and m a n u f a c t u r e .  All o f f i c e  su p pl ie s,  lum ber  and 
other b u i l d i n g  m a t e r i a l s  are p u r c h a s e d  on the local market. 
W h e t h e r  t h es e are of A l a s k a n  origin, p r o d u c t i o n  or m a n u f a c t u r e  
is n o t  known, e x c e p t  w i t h  resp ect  to w o o d e n  r a i l r o a d  ties. 
D u r i n g  1 9 8 5 -8 6,  the A R R C  p u r c h a s e d  a p p r o x i m a t e l y  35,000 
h a r d w o o d  ti es  f r o m  W r a n g e l l  Forest P r o d u c t s  Ltd. in s o u t h e a s t  
A l a s k a  for its s u m m e r  m a i n t e n a n c e  p r o g r a m s .  G o o d s  w h i c h  are 
p e c u l i a r  to the ARRC, s u c h  as l o c o m o t i v e  parts, p a s s e n g e r  car 
parts, and the like, are not o b t a i n a b l e  on the local m a r k e t  and
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roust be p u r c h a s e d  f r o m  v e n d o r s  o u t s i d e  A la sk a.  A d d i t i o n a l l y ,  
the m a j o r i t y  of s u c h  p a r t s  m u s t  be o b t a i n e d  f r o m  the o r i g i n a l  
m a n u f a c t u r e r  to m a i n t a i n  w a r r a n t i e s .

S e r v i c e s  p u r c h a s e d  by A R R C  i nc lu de  e n g i n e e r i n g  e x p e r t i s e ,  
legal c o u ns el , r i s k  m a n a g e m e n t  s e rv i ce s,  a d j u s t e r s ,  p r i n t i n g  
and b i n d i n g  s e r v i c e s ,  e m p l o y e e  c o u n s e l i n g  s e r v i c e s  and m e d i c a l  
re f e rr al  s e r v i c e s .  To the g r e a t e s t  e x t e n t  p o s s i b l e  and 
a v a il ab le ,  t h es e s e r v i c e s  ar e  o b t a i n e d  t h r o u g h  c o m p e t i t i v e  
p r o c u r e m e n t  p r a c t i c e s .  In m o s t  c a s e s  t h es e s e r v i c e s  are
o b t a i n e d  fr o m the local m a r k e t .

52. P r o v i d e  a c o p y  of the 1985 b u d g e t  of the ARRC.

R e s p o n s e : A t t a c h e d  (1985 B u d g e t  P r e p a r e d  by F ed er al
R a i l r o a d ) .

53. P r o v i d e  a c o p y  of the 1986 b u d g e t  of the ARRC.

R e s p o n s e : A t t a c h e d .

54. P r o v i d e  a c o p y  of the p r o p o s e d  1987 b u d g e t  of the ARRC.

R e s p o n s e : A t t a c h e d .

55. To the e x t e n t  it is no t c l e a r l y  r e f l e c t e d  in the a b o v e  
budgets, s t a t e  the p e r c e n t a g e  of total bu dg e t  and d o l l a r  a m o u n t  
for ea c h  y e a r  i d e n t i f i e d  a b o v e  e x p e n d e d  on or a l l o c a t e d  to:

- - a d m i n i s t r a t i o n  of the ARRC
- - t r a v e l  e x p e n s e s  for e x e c u t i v e  level e m p l o y e e s  
- - s a l a r y  l ev e l s  for e a c h  e x e c u t i v e  level e m p l o y e e  
- - f r i n g e  b e n e f i t s  for e x e c u t i v e  level e m p l o y e e s

R e s p o n s e :

P e r c e n t a g e

1985 1986 1987

21.9 20.5 19.2 a d m i n i s t r a t i o n  of the A RR C
0.5 0.8 0.5 t r a v e l  e x p e n s e s  (total m a n a g e m e n t )

11.9 11.8 s a l a r y  of n o n - r e p r e s e n t e d  e m p l o y e e s

T h o u s a n d s  of D o l l a r s

1985 1986 1987

13,209 11 ,9 09  10 , 82 6 a d m i n i s t r a t i o n  of the AR R C
322 450 300 t r a v e l  e x p e n s e s  (total m a n a g e m e n t )

6 ,9 19 6, 668  s a l a r y  of n o n - r e p r e s e n t e d  e m p l o y e e s

Ab ov e p e r c e n t a g e s  are a p p r o x i m a t e .
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S a l a r y  Level s*:  

Ra ng e

$ 1 2 5 , 0 0 0

$ 7 0 , 0 0 0 - 9 2 , 0 0 0

$ 5 8 , 0 0 0 - 6 4 , 0 0 0

$ 2 2 , 0 0 0 - 5 3 , 0 0 0

N u m b e r  of 
P o s i t i o n s

1

16

40

56

P o s i t i o n

P r e s i d e n t / C E O

V i c e  P r e s i d e n t s  and 
D e p a r t m e n t  M a n a g e r s  

(3 levels)

Mi d Level M a n a g e r s  
(3 levels)

F i r s t  Level M a n a g e r s  
and P r o f e s s i o n a l  
S t a f f

* I n f o r m a t i o n  o n l y  for F e b r u a r y  1987; prior y e a r s  have  not yet 
b e e n  co np ile d. P l e a s e  a d v i s e  if this is needed.

56. What w a s  the final net p r o f i t  or loss of the A R R C  in 
1985, 1986, and  p r o j e c t e d  for 1987?

R e s p o n s e :

1985

7 , 1 3 3

1986

T h o u s a n d s  of D o l l a r s

1987

(1,500)
E s t i m a t e d

Loss

354
E s t i m a t e d

In com e

57. Wh at  p e r c e n t a g e  of the A R R C ' s  i nc o m e  for c a l e n d a r  
y e a r s  1985 an d 1986 w a s  d e r i v e d  f r o m  p a s s e n g e r  and fr e i g h t  
o p e r a t i o n s ,  and h o w  m u c h  f r o m  rail lands?

R e s p o n s e :

P e r c e n t a g e

I nc o m e
1985

R e v e n u e
1985

In c om e
1986

R e v e n u e
1986

42. 6 93.6 91.9 (440.0) - P a s s e n g e r  and F r e i g h t
57.4 6.4 9.1 34 0.0 - Real E s t a t e

1 0 0. 0 100.0 100.0 100.0 - Total P e r ce nt
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58. W h a t  w a s  the a c t u a l  d o l l a r  e f f e c t  of the r e d u c t i o n  of 
i n v e n t o r y  (as d e s c r i b e d  in the P e r f o r m a n c e  A ud it  d at ed J u l y  28, 
1986) u n d e r t a k e n  by  the A R R C  in 1985 and in 1986 on the fi g ure s 
i d e n t i f i e d  in r e s p o n s e  to the a b o v e  q u e s t i o n ?

R e s p o n s e :

B a l a n c e  ( M i l l i o n s  of D o l la rs )

1 - 0 6 - 8 5  1 2 - 3 1 - 8 5  6 - 30 - 86

7.5 4.6 4.6

* I n v e n t o r y  wa s  r e v a l u e d  d u r i n g  1985 to c o m p e n s a t e  for o b s o l e t e  
i te ms  as w e l l  as r e m o v e  f r o m  i n v e n t o r y  t h o s e  items of no value.

59. W h a t  d o l l a r  am ou nt , i n c l u d i n g  a l l o c a b l e  o ve rh ea d,  was  
s p e n t  d u r i n g  e a c h  y e a r  of o p e r a t i o n  b'r the AR RC  on

- - m a n a g e m e n t  of rail lands
- - p r o v i s i o n  of p a s s e n g e r  and f r e i g h t  s e r v i c e  
- - o t h e r  o p e r a t i o n s  ( de s c r i b e )

R e s p o n s e :

T h o u s a n d s  of D o l l a r s

1985 1986

500
59 , 60 1

650 M a n a g e m e n t  of rail lands (estima te d) 
57 , 24 2 P a s s e n g e r  and f re i g h t  s e r v i c e

3 7 0 2 L

- 2 1 -
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C E R T I F I C A T I O N

I c e r t i f y  that, to the b e s t  of my k n o w l e d g e  and bel ie f, .. .

1 . —  the s t a t e m e n t s  of fact c o n t a i n e d  in this re p o r t  are true i d

2 . —  the r e p o r t e d  a na l y s e s ,  o p i n i o n s ,  and c o n c l u s i o n s  are l i m i t e d  
o n l y  by  t h e  r e p o r t e d  a s s u m p t i o n s  a n d  l i m i t i n g  c o n d i t i o n s ,  
a n d  a r e  m y  p e r s o n a l ,  u n b i a s e d  p r o f e s s i o n a l  a n a l y s e s ,  
o p i n i o n s ,  and c o n c l u s i o n s .

3 . —  I h a v e  n o  p r e s e n t  or p r o s p e c t i v e  i n t e r e s t  in th e  p r o p e r t y  
t h a t  is t h e  s u b j e c t  o f  t h i s  r e p o r t ,  a n d  I h a v e  no  p e r s o n a l  
i n t e r e s t  or bias  w i t h  r e s p e c t  to the p a r t i e s  involved.

4 . —  m y  c o m p e n s a t i o n  is n o t  c o n t i n g e n t  o n  an a c t i o n  or e v e n t  
r e s u l t i n g  f r o m  the a n a l y s e s ,  opi ni o ns , or c o n c l u s i o n s  in, or 
the use of, this report.

5 . —  m y  a n a l y s e s ,  o pi ni on s,  and c o n c l u s i o n s  we r e d e v e l o p e d ,  and 
t h i s  r e p o r t  h a s  b e e n  p r e p a r e d ,  in c o n f o r m i t y  w i t h  the  
r e q u i r e m e n t s  o f  th e  C o d e  o f  P r o f e s s i o n a l  E t h i c s  a n d  th e 
S t a n d a r d s  of P r o f e s s i o n a l  P r a c t i c e  of the A m e r i c a n  I n s t i t u t e  
of Re a l E s t a t e  A p p r a i s e r s .

6 . —  the use of this r ep o r t  is s u b j e c t  to the r e q u i r e m e n t s  of the 
A m e r i c a n  I n s t i t u t e  o f  R e a l  E s t a t e  A p p r a i s e r s  r e l a t i n g  to 
r e v i e w  by its d u l y  a u t h o r i z e d  r e p r e s e n t a t i v e s .

7 . —  I a m  c u r r e n t l y  c e r t i f i e d  u n d e r  t h e v o l u n t a r y  c o n t i n u i n g  
e d u c a t i o n  p r o g r a m  of the A m e r i c a n  I n s t i t u t e  of R e a l  E s t a t e  
A p p r a i s e r s .

c o r r e c t
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STUDY O B JE C T IV E

The o b j e c t i v e  of this s t u d y  is to e s t i m a t e  the c u r r e n t  "fair
m a r k e t  ren ta l rate" a p p l i c a b l e  to l a n d s  l e a s e d  under the terms 
and c o n d i t i o n s  of the A l a s k a  R a i l r o a d  C o r p o r a t i o n ' s  n e w l y -
dr a ft ed , L o n g - T e r m  L e a s e  P ol i c y .  Th e  e s t i m a t e d  re n ta l rate (a/k/a 
l ea se rate) is to be a p p l i e d  to th e m a r k e t  v a l u e  of land (fee 
s i mp l e  interest) to d e t e r m i n e  the a n n u a l  re n t pa yme nt.  A  c o p y  of 
the L o n g - T e r m  L e a s e  P o l i c y  is i n c l u d e d  in the a d d e n d a  to this
report.

S C O P E  O F I N V E S T I G A T I O N

Th e a p p r a i s e r  r e v i e w e d  the A R R  L o n g - T e r m  L e a s e  P o l i c y  and, for
c o m p a r i s o n  p ur po se s,  s e c u r e d  i n f o r m a t i o n  on land lea se s 
t h r o u g h o u t  the State. Th e  c o m p a r a t i v e  l e a s e  d a t a  are d i v i d e d  into 
p r i v a t e  and p u b l i c  se cto r c a t e g o r i e s .

P r i v a t e  S e c t o r  L ea ses :

Data was g a t h e r e d  on over  50 land  l e a s e s  b e t w e e n  p r i v a t e  p a r t i e s .  
A  b r e a k d o w n  of the le a se s b y l o c a l e  is: A n c h o r a g e  - 46%; J u n e a u  - 
23%; F a i r b a n k s  - 17% and; o t h e r  a r e a s  - 14%. W h e n  p o s s i b l e ,  the 
a p p r a i s e r  r e v i e w e d  the l e a s e  i n s t r u m e n t  but, in some c a s e s ,  it
was n e c e s s a r y  to rely on i n t e r v i e w s  of  the p a r t i e s  and p rio r
" w r i t e - u p s "  by other a p p r a i s e r s .  A  t a b u l a r  s u m m a r y  of the p r i v a t e
sec to r l e as e dat a is set f or th  later in this report. A d d i t i o n a l
de t ai ls , l ea s e s  c o p i e s ,etc.-, are on file.

P u b l i c  S e c t o r  Lease s:

V a r i o u s  p u b l i c  e n t i t i e s  ha ve  a c t i v e  la nd  l e a s i n g  p r o g r a m s  and 
i n f o r m a t i o n  on same was o b t a i n e d  t h r o u g h  i n t e r v i e w s  and r e v i e w  of 
l e ase  do c u m e n t s .  D a t a  s o u r c e s  i nc lu de d:  S t a t e  of A l a s k a
(D e pa rt me nt  of N a t u r a l  R e s o u r c e s ) ; M u n i c i p a l i t y  of A n c h o r a g e ;  
C i t y  of Cor do va ; F a i r b a n k s  N o r t h  St ar  B o r o u g h ;  C i t y  & B o r o u g h  of 
Junea u;  C i t y  of Ke nai  and; C i t y  of S ew a rd . A  s u m m a r y  of p e r t i n e n t  
p u b l i c  se cto r l ea se  d a t a  is c o n t a i n e d  l ate r in this report.
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S U M M A R Y  O F  L A N D  L E A S E  R A T E S

P r i v a t e  S e c t o r  L a n d  L e a s e s

L e a s e
No.

R e n t  
A s  % 
F M V

Eff.
D a t e

L e a s e
No.

R e n t  
A s  % 
F M V

Eff.
D a t e

L e a s e
No.

R e n t  
A s  % 
F M V

Eff.
Da te

A - l 10.0% 7-85 A-18 9.0% 7-81 J- 2 10.0% 11-85
A - 2 7.0% 1-84 A-19 10,0% 9-79 J- 3 9.0% 12-84
A- 3 9.0% 6-84 A - 20 8.0% 8-79 J-4 10.0% 5-84

A - 4 10.0% 7-84 A-21 8.5% 6-78 J-5 9.0% 7-83
A- 5 10.0% 9-84 A-22 8.0% 6-77 J-6 10.0% 8-83
A - 6 8.0% 1-84 A-2  3 8.0% 1 0 -7 5 J-7 11.0% 9-82

A-7 7.6% 3-84 A-24 9.0% 4-73 J - 8 8.0% 11-82
A - 8 8.0% 1-84 F-l 10.0% 8-84 J-9 11.0% 1-79
A - 9 5.8% 3-83 F-2 10 .0% 7-84 J - 1 0 10.0% 10-78

A - 1 0 8.4% 3-83 F-3 10.0% 8-84 J - l l 9.0% 9-76
A - l l 10.5% 9-83 F-4 12.0% 1983 J - 1 2 8.0% 4-72
A - 1 2 14.0% 8-83 F-5 9.8% 10 -8 2 0- 1 6.8% 9-84

A - 1 3 9.0% 3-83 F-6 13.0% 1 0 -8 2 0-2 12.0% 11-84

A - 1 4 1 0. 0% 12 -8 1 F-7 7.0% 1983 0-3 10 .0% 4-83
A - 1 5 13 .0% 8-81 F-8 5.3% 2-78 0-4 8.0% 3-83

A - 1 6 10.0% 4-81 F-9 7.7% 1978 0-5 1 0. 0% 10-83
A - 1 7 12 .0% 4-81 J- l 12.0% 1-86 0-6

0-7
10 .0%
10 .0%

7-81
12-81

R a n g e  of L e a s e  Ra tes : 5.3%   1 4 .0 %
A v e r a g e :  9.5%
M e d i a n :  10 .0%
M o d e:  10.0%

P u b l i c  S e c t o r  land  l ea s e s

S t a t e  of A l a s k a  (DNR) 
M u ni , of  A n c h o r a g e  (Port) 
C i t y  of C o r d o v a  
F a i r b a n k s  N. Star B o r o u g h  
C i t y  & B o r o u g h  of J u n e a u  
C i t y  of K en ai 
C i t y  of S e w a r d

6 . 0 %  1 5 .0 %
8 . 0 %  1 0 . 0 %

9.0%
10 .0%

9 . 0 % ----- 1 2 . 0 %
6.0%
8.0%

(Eff. 1 9 8 1  - 86) 
(Since late  1970's) 
(Since m i d - 1 97 0' s)  
(7-84)

(Since m i d - 1 9 60 's )  
(Since m i d - 1 9 7 0 ' s )
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M A R K E T  D A T A  A N A L Y S I S

P r i v a t e  se ct or  a n n u a l  g r o u n d  r e nt s  t en d to be set w i t h i n  a range 
of a b o u t  5% to 14% of fair m a r k e t  v a l u e  (FMV) as d e p i c t e d  on  the 
fa c in g page. Th e  m e a n  of  the s am p l e  c o n s i d e r e d  in this s t u d y  was 
9.5% and t w o - t h i r d s  of the p r i v a t e  s e c t o r  l e a s e s  w e r e  at 8% to 
10% o f  FMV. N e a r l y  al l of the l ea s e s  i n v o l v e d  c o m m e r c i a l  sites.

U n l i k e  p r i v a t e  s e c t o r  l e a s e  r a tes  w h i c h  ar e n o r m a l l y  d e t e r m i n e d  
th r o u g h  o p e n - m a r k e t  n e g o t i a t i o n s ,  p u b l i c  s ec t o r  r a te s are m o s t  
o f t e n  e s t a b l i s h e d  by a p p r a i s a l .  N o t  s u r p r i s i n g l y ,  the i n d i c a t e d  
lease rate r a n g e  of  6% to 15% c l o s e l y  a p p r o x i m a t e s  that of the 
p r i v a t e  sector. T h i s  r a n g e  is d e m o n s t r a t e d  by S t a t e  D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s  (DNR) le as e s  but, n a r r o w s  w h e n  o n e  c o n s i d e r s  
that t he  l o w - e n d  r a t e s  ar e a p p l i c a b l e  to r e s i d e n t i a l  and r e c r e a­
tion l a n d s  and the h i g h - e n d  r at es a r e  for 2 5 - y e a r  fixed rent 
Leases.

It s h o u l d  als o be n o t e d  that: (1) A l l  bu t  on e of the P o r t  of
A n c h o r a g e  l e a s e s  are at 9% to 10% of FMV; (2) T h e  m o s t  r ec e n t
lease r a t e s  for C i t y  & B o r o u g h  of J u n e a u  l a n d s  are at 10% and; 
(3) T h e  C i t y  of K e n a i  d e l i b e r a t e l y  m a i n t a i n s  a r e l a t i v e l y  low 
l e ase  ra t e of 6%.

F r o m  al l i n d i c a t i o n s ,  l e a s e  r at es  are n o t  l o c a t i o n a l l y - s e n s i t i v e  
but are f a i r l y  u n i f o r m  in ra nge  a r o u n d  the  Sta te . T h e r e  is also
an a p p a r e n t  u n i f o r m i t y  of r a te s over the p a s t  10 or so years.

L e a s e  T e r m :

The s t a n d a r d  A R R  l o n g - t e r m  g r o u n d  l e a s e  w i l l  b e for 35 ye ars  
(longer p e r i o d s  m a y  be n e g o t i a t e d ) .  E x c l u d i n g  five s h o r t - t e r m  
le a se s (1 to 5 y e a r s ) , the p r i v a t e  s e c t o r  l e a s e s  ha v e an aver age  
te r m of 5 3 . 7 1  y e a r s  ( in c l u d i n g  o p t i o n a l  r e n e w a l  p e r i o d s ) ,  wi th  a 
m e d i a n  and m o d e  of 50 ye a r s.  The  p u b l i c  s e c t o r  l e as e te rm s were:

L e a s e  R a t e s :

The  five p r i v a t e  s h o r t - t e r m  l e a s e s  d e m o n s t r a t e  l e as e  r at es  of: 
7.6% ( A - l ) ; 8.4% ( A - 1 0 ) ; 1 0 . 5%  ( A - l l ) ; 10 % (A-14) and; 7% (F-6).
Th es e r a t e s  are in the c e n t r a l  dat a r a n g e  and t her e is no 
e v i d e n c e  tha t the t e r m  o f  l ea se  has a m e a s u r a b l e  imp ac t on the 
s e l e c t i o n  of a l e a s e  rate.

S t a t e  of A l a s k a  (DNR) 
P o r t  of A n c h o r a g e  
C i t y  of C o r d o v a  
F a i r b a n k s  N. St ar  Bor. 
C i t y  & Bor. of  J u n e a u  
C i t y  of K e n a i  
C i t y  of S e w a r d

25 —  55 yrs.
19 —  61 yrs., typ. 50 yrs
20 yrs.
50 yrs.
35 yrs.
55 —  99 yrs.
30 yr s.  t y p i c a l l y
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Th e  s t a n da rd  A R R  l eas e w i l l  p r o v i d e  for re n t a d j u s t m e n t s  at 5- 
year i n t e r v a l s  b a s e d  on a p p r a i s a l  of fair m a r k e t  r en t a l  value. 
R e n t  r e v i s i o n s  are to be r e g u l a t e d  by a ren t "f l oor " d e t e r m i n e d  
by c h a n g e s  in the CPI (All U r b a n  C o n s u m e r s  - U.S. C i t i e s  A v e r a g e )  
and a rent " c e i l i n g "  or "cap" e s t a b l i s h e d  t h r o u g h  n e g o t i a t i o n .

N e a r l y  o n e - h a l f  of the p r i v a t e  s ec t o r  l o n g - t e r m  l e a s e s  ( c o nf ir me d 
cases) call for rent a d j u s t m e n t s  at 5- y e a r  i n t e r v a l s .  The o t h e r s  
v a r i e d  with the f r e q u e n c y  of rent  a d j u s t m e n t s  ra n g i n g  f r o m  
a n n u a l l y  to as s e l d o m  as 1 0 - y e a r  in te rv al s.  R e n t  fl oo r s we r e 
t y p i c a l l y  set at p r i o r  r e n t  amo un t s,  a l t h o u g h  t h e r e  w e r e  a few  
l ea s e s  s p e c i f y i n g  m i n i m u m  a n n u a l  i n c r e a s e s  of 5%. S e v e r a l  of the 
le a s e s  have rent ca ps  w h e r e b y  m a x i m u m  re n t is d e t e r m i n e d  by an 
an n u a l  p e r c e n t a g e  i n c r e a s e  in the p r e v i o u s  rent. T h e  m a x i m u m  
ra tes  of i n c r e a s e  r a n g e d  f r o m  4% to 1 5 % / y e a r  w i t h  the a v e r a g e  
b e in g 8.74%.

M o s t  of the p r i v a t e  sect or , 5 -y e a r  a d j u s t a b l e  l e a s e s  p r o v i d e  for 
rent r e v i s i o n s  in li ne  w i t h  CPI v a r i a t i o n s  and a le s s e r  n um b e r  
c a l l  for a d j u s t m e n t s  b a s e d  on r e a p p r a i s a l s .  S i n c e  land v al ue  
a p p r e c i a t i o n  has u s u a l l y  e x c e e d e d  i n f l a t i o n  in m o s t  A l a s k a n  
citi es,  it w o u l d  s e e m  r e a s o n a b l e  for r e a p p r a i s a l  l e a s e s  to c a r r y  
lower r en t a l  ra te s th an  t ho se of i n d e x e d  l ea se s.  T h i s  is 
s u p p o r t e d  by a m a t c h e d  p a i r  of le as e s (A-2 an d A-5) w h i c h  are 
simil ar e x c e p t  that the for mer  is a r e a p p r a i s a l  l e a s e  wi th  a 
g o i n g  in l eas e rate of 7% and the la tte r is an i n d e x e d  l e a s e  w i t h  
a rate of 10%. A s ca n be e x p e c t e d  of an i m p e r f e c t  m a r k e t ,  p a i r e d  
l ea s e s  0-2  ( r e a p p r a i s a l  w i t h  12% rate) an d 0-3 (i nd ex ed  w i t h  10% 
rate) are c o n t r a d i c t o r y .

The  d a t a  are a l s o  i n c o n s i s t e n t  w i t h  r e s p e c t  to r e n t  c a p s  (see A - l  
vs. A-2, A-6  vs. 0-2 & A - 5  vs. A-18) but, al l o t he r t h i n g s  b e in g 
equal, a lease w i t h  r e a s o n a b l e  li m i t s  on p o t e n t i a l  r e n t  i n c r e a s e s  
s ho u l d  r e f l e c t  a h i g h e r  g o i n g  in rate t h a n  on e w i t h o u t  l i m i t a t i o n s .

Al l  of the p u b l i c  sec to r l e a s e s  s u r v e y e d  c a l l  for p e r i o d i c  rent  
a d j u s t m e n t s  b a s e d  on r e a p p r a i s a l s  and this  is p r e d o m i n a n t l y  do n e 
at 5- y ea r in t er val s.  T h e  n ew er S t a t e  D N R  l e a s e s  d o  n o t  p r o v i d e  
for rent a d j u s t m e n t s  d u r i n g  the f i r s t  23 y e a r s  and, p r e d i c t a b l y ,  
their lease r a te s  (9.5% to 15%) are n o r m a l l y  h i g h e r  t h a n  rates 
for le a s e s  that  are u p d a t e d  to m a r k e t  re nt  l e v e l s  on  a m o r e  
f r e q u e n t  basis. R e l a t i v e l y  fe w of the p u b l i c  s e c t o r  l e a s e s  in­
cl u d e  rent flo or s or caps.

L e s s e e  E x p e n s e s :

L o n g - t e r m  land l ea s e s  are u s u a l l y  s t r u c t u r e d  so th a t l e s s e e s  pay 
all p r o p e r t y  e x p e n s e s ,  i.e., la nd  re nt  is net  to th e less or.  Th i s 
is true of all the p u b l i c  se ct or  l ea s e s  s u r v e y e d  and  a l s o  of over 
80% of the p r i v a t e  s ec t o r  l e a s e s  (c on fi rme d c a s e s ) .

R e n t  A d j u s t m e n t  M e t h o d :
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T h e  st an d ar d A R R  le ase  w i l l  r e q u i r e  l e s s e e s  to pay  all p r o p e r t y  
e x p e n s e s  and, as such, fits the m a r k e t  norm.

S u b o r d i n a t i o n ,  A s s i g n m e n t  & S u b l e a s i n g :

T h e  s t a n d a r d  A R R  l e a s e  w i l l  n ot  p e r m i t  s u b o r d i n a t i o n  of the 
lessor' i n t er e st  (leased fee estate) bu t w i l l  a l l o w  a s s i g n m e n t  
and s u b l e a s i n g  w i t h  l es s o r  ap pr o v a l .  T h e s e  are t y p i c a l  f e a t u r e s  
as over 80% of c o n f i r m e d  p r i v a t e  se c t o r  le as es  do not  p r o v i d e  for 
s u b o r d i n a t i o n  and 97% a l l o w  a s s i g n m e n t  and s u b l e a s i n g .  T h o s e  
l e a s e s  a l l o w i n g  s u b o r d i n a t i o n  to l es s e e  f i n a n c i n g  e x h i b i t  l e as e 
r a t e s  rang in g f r o m  8% to 10% w i t h  an a v e r a g e  rat e of  8.6%. T h e s e  
r a t e s  s e e m  low c o n s i d e r i n g  the a d d e d  risk n o r m a l l y  a s s o c i a t e d  
w i t h  s u b o r d i n a t i o n .  H o w e v e r ,  it is r e c o g n i z e d  th at  t h e r e  are 
f a c t o r s  b l en de d into the rates.

P u b l i c  sector l e a s e s  do not a l l o w  s u b o r d i n a t i o n  of the l e a s e d  fee 
b u t u s u a l l y  p e r m i t  a s s i g n m e n t  and s u b l e a s i n g  w i t h  l e s s o r  co ns ent .

O p t i o n  to P u r c h a s e :

Th e  A R R  s t a n d a r d  l e as e w i l l  not  p r o v i d e  the le ss e e  w i t h  an o p t i o n  
to p u r c h a s e  the p r e m i s e s  and, as w o u l d  be e x p e c t e d ,  this is 
n o r m a l l y  true of p u b l i c  s ec t o r  leases. In t ho se  c o n f i r m e d  
in s tan ce s, 75% of p r i v a t e  s ec t o r  l e a s e s  d o not  i n c l u d e  an o p t i o n  
to p u r c h a s e  either.

A l t h o u g h  the s a m p l e  d a t a  are i n c o n c l u s i v e  o n this poi nt , it w o u l d  
s e e m  that an o p t i o n  to p u r c h a s e  s h o u l d  not a f f e c t  l e a s e  r a t e s  if 
the p r i c e  is at c u r r e n t  m a r k e t  value. Ot her  p r i c e s  and u n u s u a l  
p u r c h a s e  terms c o u l d  j u s t i f i a b l y  i n f l u e n c e  r e n t a l  value.

R e v e r s i o n  of L e s s e e  I m p r o v e m e n t s :

A b o u t  86% of the c o n f i r m e d  r e v e r s i o n  c l a u s e s  in the l o n g - t e r m  
p r i v a t e  sector l e a s e s  p r o v i d e  tha t e it h e r  the i m p r o v e m e n t s  r ev e r t  
to the lessor u p o n  e x p i r a t i o n  of the l e as e or the l es s o r  m a y  opt 
to r e m o v e  same at l e s s e e ' s  e x p en s e.  N o t a b l y ,  in t h e s e  i n s ta n ce s,  
the le ase  te r m  (in cl ud in g  r e n e w a l  p er io ds)  a p p r o x i m a t e s  or e x­
ce e d s  the e c o n o m i c  life e x p e c t a n c y  of the i m p r o v e m e n t s .  T h i s  is 
a l s o  true in th ose  few i n s t a n c e s  w h e r e  the le s s e e  h a s the o p t i o n  
of r e m o v i n g  the im pr o v e m e n t s .

P u b l i c  sector r e v e r s i o n  c l a u s e s  vary, but  m o s t  f r e q u e n t l y  c a l l  
for t e n a n t  r e m o v a l  of i m p r o v e m e n t s .  H e r e  again, l e a s e  p e r i o d s  are 
g e n e r a l l y  s c h e d u l e d  to a p p r o x i m a t e  a n t i c i p a t e d  i m p r o v e m e n t  
e c o n o m i c  life.

T h e  A R R ' s  s t a n d a r d  r e v e r s i o n  c l a u s e  p a r a l l e l s  that of  the t y p i c a l  
p r i v a t e  l ea se  in t h a t , " . . . .Lessor may, at its op t i o n ,  b e c o m e  the 
o w n e r  of al l i m p r o v e m e n t s  l o c a t e d  o n  the d e m i s e d  p r e m i s e s ,  or ma y 
r e q u i r e  lessee, at the e x p e n s e  of le ss ee , to remove, d e m o l i s h ,  or 
o t h e r w i s e  d i s p o s e  of such i m p r o v e m e n t s . . . . " .
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A s s u m i n g  that: (1) A R R  l e a s e  p e r i o d s  w i l l  be n e g o t i a t e d  to c o i n­
c i d e  w i t h  the normal u s e f u l  li f e  of  l e s s e e  i m p r o v e m e n t s  and; (2) 
S a l v a g e  v alue will t e n d  to be o f f s e t  by the cost o f  r e m o v i n g  
i m p r o v e m e n t s ;  then n e i t h e r  lessor nor l e s s e e  would b e n e f i t  or 
lo s e  fr o m  r e t e n t i o n  o f  the i m p r o v e m e n t s  u p o n  e x p i r a t i o n  of the 
l ease. A c c o r d i n g l y ,  l e a s e  r a tes w o u l d  not be m e a s u r a b l y  a f f e c t e d  
by the r e v e r s i o n  clause.

C o n d e m n a t i o n  Clause:

P r i v a t e  and pub l i c  s e c t o r  l e a s e s  t y p i c a l l y  provide for a w a r d s  
b a s e d  on the r e s p e c t i v e  i n t e r e s t s  of the p a r t i e s  and, a t  a m i n i­
mum, e n t i t l e  lessees to a w a r d s  for t h e i r  improvements. The e m i­
nen t  d o m a i n  p r o v i s i o n s  o f  the A R R  l e a s e  are not u n u s u a l  in that 
t h e y  s p e c i f y  lessee c o m p e n s a t i o n  to be g o v e r n e d  by S t a t e  law.

Arbitration:

T h e  A R R  lease p r o v i d e s  for b i n d i n g  a r b i t r a t i o n  of d i s p u t e s
i n v o l v i n g  rent rev i s i o n s ,  c o n d e m n a t i o n  a s p e c t s  and a s s i g n m e n t s  of 
l e s s e e ' s  interest. O n l y  37% o 2 the p r i v a t e  s e c t o r  le a s e s
( c o n f i r m e d  instances) a l l o w  for some fo r m  of a r b i t r a t i o n  and 
p u b l i c  sector leases do n o t  n o r m a l l y  i n c l u d e  a r b i t r a t i o n  c l a u s e s .

A r b i t r a t i o n  is n o r m a l l y  a less e x p e n s i v e  m e t h o d  of s e t t l i n g
d i s p u t e s  than l i t i g a t i o n  and, as such, c a n  b e n e f i t  b o t h  l a n d l o r d  
and tenant. U n f o r t u n a t e l y ,  the s a m p l e  d a t a  are m i x e d  a s  to the 
e f f e c t s  of a r b i t r a t i o n  p r o v i s i o n s  (see A-2 & A-3 vs. A-6 a n d  al s o  
A - 1 8  vs. 0-3). Ev e n  t h o u g h  t h e r e  is no q u a n t i f i a b l e  m a r k e t  
s u p p o r t ,  it seems r e a s o n a b l e  that a s m a l l  lease rate p r e m i u m
w o u l d  a c c r u e  to an a r b i t r a t i o n  c l a u s e  like that of the A R R  lease.
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LEASE R A T E  R E C O M M E N D A T I O N S

A l t h o u g h  land leases c o n s t i t u t e  a l ar ge  pa r t of the m a r k e t  in 
s o m e  a r ea s of the country, t h e i r  l i m i t e d  use in Alaska m a k e s  it 
d i f f i c u l t  to q u a n t i f y  d i f f e r e n c e s  in s p e c i f i c  co nd iti on s and 
p r o v i s i o n s .  Ho wev er , in s p i t e  of m a r k e t  ir re g u l a r i t y ,  th ere  is a 
r e l a t i v e l y  u n i f o r m  range of l e a s e  r a te s a r o u n d  the State.

P r i v a t e  se c t o r  leases that a r e  m o s t  c o m p a r a b l e  to the s t a n d a r d  
A R R  l e ase are as follows:

L e a s e  No. R a t e C o m p a r a b i l i t y

A - 6 8.0% M o s t s i m i l a r
A-2 7.0% V e r y s i m i l a r but no a r b i t r a t i o n
A-3 9.0% V e r y s i m i l a r but no a r b i t r a t i o n
0-2 12.0% V e r y s i m i l a r bu t no re n t cap
0-5 10.0% V e r y s i m i l a r but no r e n t  cap
0-6 10.0% V e r y s i m i l a r but no rent  cap
A - l

A v e r a g e =

10.0%

9.4%

V e r y
ion

s i m i l a r but no re n t ca p or

T h e s e  l e a s e s  e pi t o m i z e  m a r k e t  i m p e r f e c t i o n  and, i n t e r e s t i n g l y ,
their a v e r a g e  rental rate is  n e a r l y  the sa me  as the average of
the to tal p r i v a t e  sector s a m p l e .

B a s e d  on a n a l y s i s  of pr i v a t e  and p u b l i c  se ct o r leases, a f a i r  
re n ta l rate  for A R R  l o n g - t e r m  l e a s e s  w o u l d  be at 9% to 10% or,
say, 9.5% of ma rk et  value. T h i s  le as e rate  is c o n s i d e r e d
a p p r o p r i a t e  for all r a i l b e l t  l o c a l e s  f r o m  S e w a r d  to F a i r b a n k s  
( l o c a t i o n a l  v a r i a t i o n s  in l a n d  r e nt s wou ld , of course, b e  a
f u n c t i o n  of land v a l u e ) .

T h i s  rate is b a s e d  on the a s s u m p t i o n  that: (1) L e a s e  periods w i l l  
be n e g o t i a t e d  to coincide w i t h  e c o n o m i c  l i ve s of  lessee i m p r o v e­
ments; (2) Th e c o s t  of r e m o v i n g  such i m p r o v e m e n t s  at the end o f  a
le as e w i l l  be o f f s e t  by t h e i r  s a l v a g e  v a l u e  and; (3) Rent c a p s
w i l l  be n e g o t i a t e d  to limit r e n t  i n c r e a s e s  to 5% to 10% per y e a r .

It is r e c o g n i z e d  that m e t h o d s  of l e a s e h o l d  t a x a t i o n  vary w i t h i n  
the S t at e and those j u r i s d i c t i o n s  u t i l i z i n g  v al ua ti on of
" p o s s e s s o r y  in te re sts " tend t o  be m o r e  c o s t l y  to lessees of t a x -  
e x e m p t  l a n d s  than those that r e l y  o n  a p p r a i s a l  of  "rent s a v i n g s " .  
N e v e r t h e l e s s ,  the r e c o m m e n d e d  l e a s e  r a t e  of 9. 5%  is c o n s i d e r e d  
a p p r o p r i a t e  r e g a rd le ss  of t a x a t i o n  m e t h o d  s i n c e  it is c o n s i s t e n t  
w i t h  the m a r k e t  norm, i.e., l a n d  r e nt s are t y p i c a l l y  net to t he  
le s so r w i t h  the tenant b e i n g  r e s p o n s i b l e  for all p r o p e r t y  
o p e r a t i n g  e xp e n s e s .

I

L
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S E L E C T E D  E C O N O M I  C I N D I C A T O R S

  INFLATION: % change in C . P . I .  (Dec.   U.S. 5-Yr. B O N D S  - Taxable

o ver Dec.). 1986 forecast o f  3.7% 

b y  T I M E  magaz i ne ' s  Board o f  E c o n o­

mists.

 PR I M E  R ATE (yearly average) . — •— CORPORATE B O N D S  (A)



O n g o i n g  i n f l a t i o n  and land v a l u e  i n c r e a s e s  o v e r  th e t er m of m o s t  
l e a s e s  r e s u l t  in i n t e r n a l  ra tes  of r e t u r n  (IRR) or y i e l d  r at es  in 
e x c e s s  of a c t u a l  l e as e  rates. T h r e e  p o s s i b l e  s c e n a r i o s  i n v o l v i n g  
an A R R  le ase w i t h  a fair m a r k e t  r e n t a l  rate of  9.5% are as 
follows:

A s s u m p t i o n s :  (1) I n i t i a l  L a n d  V a l u e  = $ 1 0 0 , 0 0 0
(2) L e a s e  T e r m  = 35 Y e a r s
(3) R e v e r s i o n  V a l u e  of L e s s e e  I m p r o v e m e n t s  = 0

Y IE L D  A N A L Y S IS

E X A M P L E  A E X A M P L E  B E X A M P L E  C
I n f l a t i o n  & La nd R e n t  C a p  @ +25% R e n t  C a p  @ +50%
Appr ec.  @ 3%/Yr. O v e r  P r i o r  Amt. O ve r P r i o r  Amt.
(compounded) & L a n d  A p p r e c .  @ & L a n d  Ap pr ec.  @

5%/Yr. (comp.) 10% /Yr . (comp.)

A n n u a l  Re n t A n n u a l  R e n t A n n u a l  R e n t

1st 5 Yrs. $ 9,500 $ 9 ,50 0 $ 9 , 50 0
2nd " " 11 ,0 13 1 1 , 8 7 5 14 , 2 5 0
3rd " " 12 , 76 7 1 4, 8 4 4 2 1, 3 7 5
4 th " " 14 ,80 0 1 8 , 5 5 5 32 ,0 63
5t h " " 17 ,15 7 23 , 1 9 3 48 , 0 9 4
6 th " " 19 ,8 90 28 , 9 9 2 7 2 , 1 4 1
7 th " " 23 ,05 8 36 ,2 40 1 0 8 , 2 1 1
L a n d  Rever.
En d  35 th  Yr 2 81 ,3 86 5 5 1 , 6 0 2 2 , 8 1 0 , 2 4 4

Y I E L D  = 12 .01 % 1 3. 4 2 % 1 7. 0 5 %

E x a m p l e  A  is b e l i e v e d  to be o n the c o n s e r v a t i v e  si de  as a nn u a l  
i n f l a t i o n  has be en  c l o s e r  to 4% s i n c e  1 9 8 2  and is f o r e c a s t  at 
3.7% for 1986 (see c h a r t  on f a c i n g  pa ge). E x a m p l e  C c o u l d  be mo re  
r e p r e s e n t a t i v e  of yield, or. u r b a n  l a nd s s u c h  as t h o s e  in A n c h o r a g e  
w h e r e  the a v e r a g e  c o m p o u n d  r at e of a p p r e c i a t i o n  for c o m m e r c i a l  
and i n d u s t r i a l  s i te s wa s 1 0. 0 % and 8.7%, r e s p e c t i v e l y ,  ov e r the 
p a s t  ten y e a r s  (per s ur v e y  d a t a  p u b l i s h e d  a n n u a l l y  by our f i r m ) .

P r e - t a x  y i e l d s  in the r a n g e  of 12% to 17% for A R R  le a s e s  wo uld  
c e r t a i n l y  be in line w i t h  r e t u r n s  on c o m p e t i t i v e  i n v e s t m e n t s :

4th Q t r .'85 3rd Q t r . ' 8 5  2nd Q t r . ' 8 5  4th Qt r. '8 4
R e a l  E s t a t e  ----------------------------------
Y i e l d  1 2 . 7 5 - 1 5 %  1 2 . 7 5 - 1 5 %  1 2 . 7 5 - 1 5 %  1 3 - 1 5 . 5 %

B o n d  Y i e l d s  
Cor p .( Aa a)  
Corp.(A) 
Co r p.( Baa )

D e c e m b e r

10 .1 6%
11. 19%
11 . 58 %

S e p t e m b e r

11 . 0 7 %
1 1 . 9 9 %
1 2 . 4 8 %

Ju n e

10 . 94 %
11 . 9 8 %
12 . 40 %

D e c e m b e r

12 . 13 %
1 2 . 9 2 %
13.40%
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T h e  real e s t a t e  y i e l d s  are on a p r e - t a x  b a s i s  and are p u b l i s h e d  
by R e a l  E s t a t e  R e s e a r c h  C o r p o r a t i o n .  T h e y  p r i m a r i l y  r e f l e c t  I R R  
on u n l e v e r a g e d  i n v e s t m e n t s  in p r i m e  p r o p e r t i e s  su c h  as m a j o r  
o f f i c e  b u i l d i n g s ,  i n d u s t r i a l  and R & D  f a c i l i t i e s ,  and large 
a p a r t m e n t  c o m p l e x e s .

T h e  b o n d  y i e l d s  are t hose of m a j o r  c o r p o r a t i o n s  as r e p o r t e d  by 
M o o d y 1s B o n d  S u r v e y . Re a l  e s t a t e  c a p i t a l  r e q u i r e s  g r e a t e r  y i e l d s  
than c o r p o r a t e  b o n d s  due to r e l a t i v e  risk f a ctors.
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A N C H O R A G E  A R E A
No. A-l No. A-2 No. A-3 No. A-4 No. A-5 2

Lessor/Lessee Sanchis/Fifth & 
"F" Bldg. Corp.

Murray & Scott/ 
Racheff & Bright

Korpi/Newcore
Partnership

Tsakres/Kakaras Toppers Oil/North- 
shore Partnership

Land Area/Use 41,914 s.f./Bank- 
off ice bldg.

2 acres/car wash 29,247 s.f./ 
office bldg.

30,258 s.f./Retail 
bldg.

10,000 s.f./Con­
venience store

Lease Date 9-1-85 1-16-84 6-7-84 10-1-84 12-1-84

Term 25 years 25 years 75 years 55 years 25 years

Renewal Option Three (5 yrs. ea.) None None One (55 yrs.) Four (5 yrs. ea.,

Annual Rent 
Effective Date

$1.55/s.f. 7-85 $. 69/s. if. 1-84 $1.37/s.f. 6-84 $.79/s.f. 7-84 $2.40/s.f. 9-84

Rent Basis 10% EMV (est.) 7% EMV (stated) 9% EMV (stated) 10% m /  (est.) 10% EMV (est.)

Rent Adjustment @ 5 yr. intervals. 
Greater of 10%
E W  or CPI

11.7% step-up after 
3rd yr.; 5th yr. & 
every 5 yrs. there­
after by appraisal.

@ 5 yr. intervals 
by agreement or 
appraisal.

5% annual increase, 
implemented @ 3 yr. 
intervals.

CPI @ 5 yr. 
intervals.

Rent Floor/Ceiling Floor @ prior 
rent

Limited to 50% 
increase over 
previous level

+ 50% ceiling 
on first adjust­
ment

min. 5% increase 
annually; cap @ 
8% annually.

Lessee Expenses All All All All All

Assign/Sublet Requires lessor 
consent

Requires lessor 
consent

Requires lessor 
oonsent

Yes (without 
lessor approval)

Requires lessor 
consent

Subordination No No No No No

Option to Purchase No No No No No

Reversion of 
Improvements

@ lessor's 
option

Removal @ lessee's 
option

@ lessor's 
option

To lessor Tb lessor

Condemnation Lessee award 
limited to 
improvements

Topical Lessee award 
limited to 
improvements

atypical All awards 
to lessor

Arbitration Clause No. No No No No

O t h e r



No. A-7

Lessor/Lessee Riendl/George 
& Ferrara

Von Wichman/ 
Kiester, et al

Tsakres/Chambers, 
et al

Calais Co./ 
Saent Ltd.

Arctic Plaza/Cook 
Inlet Natives

Land Area/Use 64,825 s.f./ 
conmercial

33,064 s.f./Med­
ical office bldg.

39,146 s.f./strip 
mall

75,360 s.f./' 
commercial

20,000 s.f./ 
parking

Lease Date 7-1-84 3-2-84 2-1-84 3-83 3-83

Term 35 years 2 yrs. & 7 mos. 40 years 55 years yr.-to-yr.

Renewal Option Three (5 yrs. ea.) Long-term replace. Five (10 yrs. ea.) Two (10 yrs. ea.)

Annual Rent 
Effective Date

$.56/s.f. 1-84 $1.51/s.f. 3-84 $1.07/s.f. 1-84 $1.15/s.f. 3-83 $1.26/s.f. 3-83

Rent Basis 8% EMV (stated) 7.6% FMV (est.) 8% FMV (est.) 5.8% EMV (est.) 8.4% EMV (est.)

Rent Adjustment @ 5 yr. intervals 
by agreement or 
appraisal

10% increase in 
2nd year

Level 10 yrs.; 
then @ 5 yr. in­
tervals based on 
8.5% of agreed value

Nego. ea. yr.

Rent Floor/Ceiling Floor @ orig. rent 
& ceiling @ +20% 
ea. adjustment

Floor @ initial rent; 
ceilings for 3 adjust, 
periods = 100%, 50% &
50%. No ceiling thereafter

Lessee Expenses All All All All but taxes

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

No

Subordination No No No No

Option to Purchase No No No No

Reversion of 
Improvements

Removal @ 
lessee's option

@ lessor's option N/A

Condemnation Lessee award 
limited to improve­
ments

All awards 
to lessor

Lessee award 
limited to improve­
ments

No clause

Arbitration Clause Yes-cc-::demn. No No No
Other Method of Financing Land not to be



Lessor /Lessee Alaska Sales & Dickerson/ Bailey & Fredric Hickel Investment CBS Real Estate
Service/MacNutt Freeman J./Bowden Co./E. Drage Co./Bond

No. A-13 No. A-14 No. A-15

Land Area/CJse 47,475 s.f./open 
storage

18,975 s.f./Auto 
motive services

75,111 s.f./office 
condos.

Service station 25,000 s.f./Fast 
Food Restaurant

Lease Date 9-1-83 8-8-83 3-30-83 12-4-81 11-15-81

Term 1 year 45 years 75 years 5 years 45 years

Renewal Option None Three(10 yrs.ea.)

Annual Rent 
Effective Date

$.63/s.f. 9-83 $2.53/s.f. 8-83 $1.92/s.f. 3-83 $19,440/12-81 $1.56/s.f. 8-81

Rent Basis 10.5% FMV (est.) 14% EMV (est.) 9% EMV (est.) 10% EMV (est.) 13% EMV (est.)

Rent Adjustment None @ 3 yr. intervals 
based on CPI- 
U.S. avg.

@ 5 yr. intervals 
alternate % in­
crease & appraisal

17.8% increase 2nd 
yr.; + 8% ea. yr. 
therafter

Annual based 
on CPI changes 
(U.S. avg.)

Rent Floor/Ceiling Floor @ orig. Floor @ 5%/yr. in­
rent. Ceiling = crease. Ceiling @

_________________________________________________ +20% prior rent________ 10%/yr. increase
Lessee Expenses All but taxes All All

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Subordination No Yes No

Option to Purchase No No

Reversion of 
Improvements

N/A Removal @ lessee's 
option

@ lessor's 
option

Condemnation Lessee award 
limited to 
improvements

Arbitration Clause No No

Other Land not to 
be built on

Use restricted 
to filling station



ANCHORAGE AREA
No. A-16 No. A-17 No. A-18 No, A-19 No. A-20

Lessor/Lessee Chugach Invesb- 
ments/Maropix

Olympic Inc./ 
Maropix Alaska

Miller, et al/ 
Taoo Johns of AK

Glenn Mall Assoc./ 
Pizza Hut

Armstrong/Pines
Corporation

Land Area/Use 35,280 s.f./Fast 
Food restaurant

30,000 s.f./Fast 
Food restaurant

13,674 s.f./Fast 
Food restaurant

Fast Food rest­
aurant

48,852 s.f./ 
Parking Lot

Lease Date 4-29-81 4-1-81 7-1-81 8-1-80 8-79

Term 45 years 45 years 5 years 20 years 55 years

Renewal Cption Three (5 yrs. ea.) Three (10 yrs. ea.) One (5 yrs.) Three(5 yrs.ea.)

Annual Rent 
Effective Date

$1.13/s.f. 4-81 $1.30/s.f. 4-81 $.79/s.f. 7-81 $36,000/9-79 — /B-79

Rent Basis 10% EMV (est.) 12% EMV (est.) 9% EMV (est.) 10% EMV +4% gross 8% EMV (stated)

Rent Adjustment 0 5 yr. intervals 
based on CPI 
(all-alaska)

Annually based 
on CPI-All AK

Upon renewal; 
based on CPI 
change

2nd 10 yrs. set 0 
$45tVyr. (25% in­
crease) plus 4% of 
qross over $825M

0 5 yr. 
intervals by 
appraisal 

value
Rent Floor/Ceiling Ceiling 0 +15% 

per year
Floor 0 original 
rent

Lessee Expenses All All All All All

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

Yes (without 
lessor consent)

Subordination No No Yes-w/limits

Option to Purchase After 3 yrs 0 
MAI appraisal

No Yes 0 scheduled 
prices

Reversion of 
Improvements

0 lessor's 
option

Condemnation Lessee award 
limited to 
improvements

Arbitration Clause No Yes

ULIK2L ---- -— -------------------------------------------



No. A-21 No. A-22 No. A-23 No. A-24

Lessor/Lessee Gilmore/Gain 
& Watkins

S.S. Fuller/ 
Walsh

Turnagain Hold- 
ing/Gittins Const.

NBA-Loussac/ 
5tli & D Ltd.

Land Area/Use 21,750 s.f./ 
apartments

87,579 s.f./mini­
storage

Office Bldg. 6,500 s.f./comm­
ercial

Lease Date 6-78 6-77 10-75 4-73

Term 55 years 57 years 55 years 75 years

Renewal Option None None None None

Annual Rent 
Effective Date

$.47/s.f. 6-78 — /6-77 — /10-75 — /4-73

Rent Basis 8.5% EMV (est. 8% EMV (stated) 8% EMV (stated) 9% EMV (est.)

Rent Adjustment 25% increase begin . 
year 6. Then rent 
sched. @ 8.5% of 
of value

Level rent for 
7 yrs. Then every 
5 yrs. set @ 8% 
assessed value

@ 5 yr. intervals 
based on 8% 
appraised value

Every 5 years per 
CPI

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet Requires lessor 
approval

Subordination Yes-w/cond-
itions

Yes-w/limits Yes Yes

Option to Purchase Yes @ scheduled 
prices

No Yes @ EMV Yes @ EMV

Reversion of 
Improvements

To lessor

Condemnation

Arbitration Clause Yes Yes Yes No

Other Method o f  Financing



Lessor/lessee
Rockstad & Briskie/ 
Freeman

Bentley Trust/ 
Li nek

Bentley Trust/ 
Sadoo

Sexton/Taoo
Bell

Alexander/First 
Nat'l Bank

Land Area/Use 22,707 s.f./auto­
motive

41,000 s.f./Fast 
Food restaurant

34,430 s.f./strip 
mall

30,001 s.f./Fast 
Food restaurant

40,000 s.f./Branch 
Bank

Lease Date 8-84 7-84 8-84 1983 10-82

Term 35 years 20 years 20 years 20 years 55 years

Renewal Cation Two (10 yrs. ea.) Two (10 yrs. ea.) Three (5 yrs. ea.)

Annual Rent 
Effective Date

$.90/s.f. 8-84 $1.20/s.f. 7-84 $1.20/s.f. 8-84 $1.20/s.f. 1983 $1.08/s.f. 10-82

Rent Basis 10% emv (est.) 10% EMV (est.) 10% FMV (est.) 12% EMV (est.) 9.8% EMV (est.)

Rent Adjustment Annually per 
CPI-Anch.

CPI every 
5 years

Rent Floor/Ceiling Floor @ - 5% & 
ceiling @ 7.5% 
of prior rent

Lessee Expenses All but taxes All but taxes

Assign/Sublet

Subordination

Option to Purchase

Reversion of 
Improvements

Condemnation
■

Arbitration Clause

O t h e r



FAIRBANKS AREA
No. F-6 No. F-7 No. F-8 No. F-9

Lessor/Lessee Wometco & Lathrop 
Co./Wendy's

North Star Term- 
minal/ARCD

New State Lands/ 
Northland Hub

Frontier Invest­
ors/Fred Meyer

Land Area/Use 25,000 s.f./Fast 
Food restaurant

20 acres/Open 
storage

5.5 acres/Discount 
Grocery store

4.25 acres/retail 
store

Lease Date 10-82 1983 2-78 1978

Term 30 years 5 years 50 years 30 years

Renewal Option None None Five (5 yrs. ea.)

Annual Rent 
Effective Date

$1.44/s.f. 10-82 $3,000/ac. 1983 $.21/s.f. 2-78 $.54/s.f. 1978

Rent Basi.s 13% EMV (est.) 7% EMV (est.) 5.3% EMV (est.)* 7.7% EMV (est.)

Rent Adjustment Successive annual 
increases of 20%, 
17%, 14%, & 25%.

Up 56% 2nd yr.; 
+7.7% 4th yr.; 
then CPI.

Rent Floor/Ceiling

Lessee Expenses All but taxes All but taxes All

Assign/Sublet

Subordination

Option to Purchase Yes @ scheduled 
pr ices

Reversion of 
Improvements

N/A

Condemnation

Arbitration Clause

Other Land not to 
be built on

*8.1% FMV 
2nd year

Sublease

ED



JUNEAU AREA
No. J-l No. J-2 No. J-3 No. J-4 No. J-5

Lessor/lessee Fred Meyer/ 
Wendy/s

Smith/Freeman Fluke, et al/ 
Taco Bell

Valley Centre Dev. 
Co./Howard, et al

Valley Centre 
Dev. Co./Juneau 
Motel

Land Area/Use 28,000 s.f./Fast 
Food restaurant

34,426 s.f./auto­
motive svcs.

44,867 s.f./Fast 
Food restaurant

3.6/ac./Shop­
ping mall

69,454 s.f./ 
Motel

Lease Date 1-86 11-12-85 12-84 9-1-83 7-12-83

Term 25 years 35 years 35 years 55 vears 30 years

Renewal Option Three (5 yrs. ea.) Three (5 yrs. ea.) One (10 yrs.) Two(10 yrs.ea.)

Annual Rent 
Effective Date

$1.80/s.f. 1-86 $1.20/s.f. 11-85 $1.08/s.f. 12-84 $.96/s.f. 5-84 $.72/s.f. 7-83

Rent Basis 12% EMV (est.) 10% EMV (est.) 9% EMV (est.) 10% EMV (est.) 9% EMV (est.)

Rent Adjustment Fixed 5 yrs. +25% 
2nd 5 yrs. +20% @ 
5 yr. intervals + 
2 1/2% gross

Annually per 
CPI increase

Annually by 
CPI

Annually by 
CPI-Seattle

Annually by 
CPI-Seattle

Rent Floor/Ceiling Ceiling @ 5%/yr.

Lessee Expenses All All All

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

Subordination No No No

Option to Purchase No No No

Reversion of 
Improvements

To lessor To lessor To ltjsor

Condemnation Typical Award allocated 
accordinq to law

Award allocated 
accord, to law

Arbitration Clause No No No

Other Hamburger rest­
aurant prohibited



JUNEAU AREA
No. J-6 No. J-7 No. J-8 No. J-9 No. J-10 £

Lessor/Lessee Smith, et al/ 
Tathum

Valley Centre Dev. 
Co./Smith, et al

Erwin Ent./ 
Winton, et al

Erwin Ent./ 
Fed Alaska

Valley Centre 
Dev. Co./Ahlgren, 
et al.

Land Area/Use 15,200 s.f./mini 
storage

3.25 ac./office 
condos

40,426 s.f./ 
commercial

7,150 s.f./ 
Branch Bank

19,412 s.f./con­
venience store

Lease Date 8-83 9-20-82 11-1-82 1-79 10-1-78

Term 50 years 55 years 50 years 40 years 15 years

Renewal Qption One (10 yrs.) One (10 yrs.)

Anneal Rent 
Effective Date

$.84/s.f. 8-83 $.o6/s.f. 9-82 $.52/s.f. 11-82 $2.49/s.f. 1-79 $.30/s.f. 10-78

Rent Basis 10% EMV (est.) 11% EMV (est.) 8% EMV (est.) 11% EMV (est.) 10% EMV (est.)

Rent Adjustment Annually by 
CPI-Seattle

Every 3 yrs. by 
CPI-Seattle

@ 5 yr. intervals 
CPI-Anch.

@ 5 yr. intervals 
CPI-Anch.

0 2 yr.
intervals, +6%

Rent Floor/Ceiling Floor @ 
orig. rent

Floor @ 
orig. rent

Lessee Expenses All All All but land tax All but land tax All

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

Subordination No No No No

Option to Purchase No No No Yes @ scheduled 
prices

Reversion of 
Inprovements

To lessor To lessor To lessor N/A

Condemnation Award allocated 
according to law

Lease ends. 
Award silent

Arbitration Clause No Yes Yes No

Other



JU N E A U  A R E A

N o . J - l l  N o . J - 1 2  N o . N o . N o .

Lessor/lessee Erwin Ent./ 
Vavalis

Smith/Bros./ 
C.E. Loveless

Land Area/Use 12,000 s.f./ 
commercial

12 acres/Shop- 
ping center

Lease Date 9-76 4-24-72

Term 40 years 55 years

Renewal Option Five (10 yrs. ea.)

Annual Rent 
Effective Date

$2.04/s.f. 9-76 $.08/s.f. 4-72

Rent Basis 9% EMV (est.) 8% EMV (est.)

Rent Adjustment @ 5 yr. intervals 
CPI-Anchorage

Annually per 
CPI increase

Rent Floor/Ceiling Floor @ orig. 
rent

Lessee Expenses All but land tax All

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Subordination No No

Option to Purchase No Yes

Reversion of 
Improvements

To lessor

Condemnation

Arbitration Clause No No

O t h e r



OfflER AREAS
No. O l  No. 0 2  No. 0 3  No. 0 4  No. 0 5

Lessor/Lessee Johnson/McLure Withheld by 
request

Withheld by 
request

Kanakanen/Spen- 
ard Builders

Cottle/Collins

Land Area/Use 6.53 ac./comm­
ercial

1.37 ac./Fish­
ing Lodge

21 acres/conm- 
ercial

5 acres/Bldg. 
Supply store

/Retail 
& office bldg.

Lease Date 10-20-04 11-84 4-12-83 3-83 10-1-83

Term 55 years 5 years 25 years 30 years 22 1/2 years

Renewal Option One (55 yrs.) Five (5 yrs. ea.) One (25 yrs.) Two (10 yrs. ea.) One (25 yrs.)

Annual Rent 
Effective Date

$.27/s.f. 9-84 $3,500/11-84 $.03/s.f. 4-83 —  /3-83 $7,200/10-83

Rent Basis 6.8% EMV (est.) 12% EMV (stated) 10% EMV (est.) 8% EMV (est.) 10% EMV (stated)

Rent Adjustment @ 5-yr. intervals 
by CPI-Anch.

@ 5 yr. intervals 
by appraisal

@ 5 yr. intervals 
CPI-Anch.

@ 5 yr. intervals 
by appraisal

@ 4 yr. intervals 
based on agreed 
value or by 
appraisal

Rent Floor/Ceiling Floor @ prior 
rent

Floor @ orig. 
rent

Floor @ 
orig. rent

Ceiling @ 10% 
per year in­

crease.

Floor @ previous 
rent level.

Lessee Expenses All All All All

Assign/Sublet Requires lessor 
& BIA consent

Requires BIA 
approval

Requires lessor 
approval

Subordination No No No

Option to Purchase No No No

Reversion of 
Improvements

@ lessee's 
option

To lessor To lessor Lessor's option to 
retain or have re­
moved

Condemnation Award according 
to interests

Award according 
to interests

Lessee award limit­
ed to improvements-

Arbitration Clause Yes Yes Yes, as to rent 
dispute

Other Wasilia Bristol Bay Houston area Eagle River Wasilla



OTHER AREAS
No. 0-6 No. 0-7 £

Lessor/Lessee Cottle/Persinger U.I.C./H.W. 
Blackstock Co.

Land Area/Use /Retail 
& office bldg.

— /commercial

Lease Date 4-1-81 12-8-81

Term 25 years 10 years

Renewal Option One (25 yrs.) Four (10 yrs. ea.)

Annual Rent 
Effective Date

$12,000/7-81 $4,800/12-81

Rent Basis 10% FMV (stated) 10% FMV (stated)

Rent Adjustment @ 4-yr. intervals 
based on agreed 
value or by 
appraisal

@ end of 6 yrs., 
then @ 3 yr. intervals 
agreed or appr. value

Rent Floor/Ceiling Floor @ pre­
vious rent level

Lessee Expenses All

Assign/Sublet Requires lessor 
approval

Subordination No

Option to Purchase No

Reversion of 
Improvements

Lessor's option 
to retain or 
have removed

Condemnation Lessee award limited 
to improvements

Arbitration Clause Yes, as to rent 
dispute

Other Wasilia Barrow

I



STATE OF ALASKA LAND LEASES (Dept, of Natural Resources)

A D L #
G e n e r a l
L o c a t i o n

T y p e  of 
P r o p e r t y

L e a s e
R a t e

D a t e
Set R e n t  A d j u s t m e n t

1318 S e w a r d T i d e l a n d s 9% F M V 6-85 5-yr. i n t e r v a l s

1 9 2 7 8 II Comm. Si t e II II It 41 II

32266 K o d i a k T i d e l a n d s 8% F M V II If II

--- F a i r b a n k s R u r a l  Rec. 6% F M V 6-82 II II

1 0 3 8 3 2 J u n e a u T i d e l a n d s 12% F M V 1-86 F i x e d  25 y r s ., 
then @ 10 yr. 
i n t e r v a l s

2 0 3 9 3 4 V a l d e z II 13% F M V 10-85 II

1 0 1 5 9 8 J u n e a u W a t e r f r o n t 15% F M V 9-85 II

41 0 0 4 0 Tok R u r a l  Ac. 10% F M V 7-85 F i x e d  for 10 yrs

1 0 0 8 3 5 W r a n g e l l T i d e l a n d s 12% F M V fc -85 .7ixed 25 yrs., 
then @ 10 yr. 
i n t e r v a l s

1 0 2 8 2 6 K e t c h i x a n II n n 5-85 II

1 0 3 8 2 4 C r a i g II ii ii II II

74170 G l e n n a l l e n Lib. Si t e 13% FMV* 3-85 II

6 2472 F a i r b a n k s Comm. S i t e 9.5% F M V * * 6-84 F i x e d  for 25 yrs

1 0 2 9 3 4 J u n e a u T i d e l a n d s 12% F M V 4-84 II II II II

--- II ir 15% F M V 7-82 II II II II

80526 II ii 1 2 .5% F M V 5-81 F i x e d  25 y r s ., 
then @ 10 yr. 
i n t e r v a l s

* Per a p p r a i s a l .  A c t u a l  r e n t  a d m i n i s t r a t i v e l y  
set at m u c h  l o w e r  rate.

** R e d u c e d  rate for r e m o t e  location.

Real Estate Services Company



STATE OF ALASKA LAND LEASES

V a r i o u s  S t a t e  a g e n c i e s  are i n v o l v e d  in g r o u n d  l e a s i n g  but, in 
s o m e  cases, r e nts are not at m a r k e t  levels. For exa m p l e ,  c u r r e n t  
l a n d  r e n t s  at the A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  w e r e  a d m i n i s­
t r a t i v e l y - e s t a b l i s h e d  some 15 y e a r s  ago. S t a t e  o f f i c i a l s  are 
a w a r e  that these rents are less than c o u l d  be o b t a i n e d  in an o p e n  
m a r k e t  a t m o s p h e r e  and a re n t  s tudy was c o m m i s s i o n e d  some time 
ago. I n d i c a t i o n s  are that t here w i l l  be an i n c r e a s e  in the near 
future. H o w e v e r ,  a i r p o r t  o f f i c i a l s  b e l i e v e  it u n l i k e l y  t h a t  r e nts 
w i l l  be b r o u g h t  to m a r k e t  l e v e l s  as such w o u l d  h a m p e r  e f f o r t s  to 
p r o m o t e  the a v i a t i o n  industry.

C o n s i d e r e d  m o r e  p e r t i n e n t  are g r o u n d  l e a s e s  g r a n t e d  by the 
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  ( D N R ) . A  t a b u l a r  s u m m a r y  of d a t a  
fr o m  s e v e r a l  D N R  l e a s e s  is on the fa c i n g  page.

The fjrst four e x a m p l e s  are old le a s e s  e x e c u t e d  in the 1 9 6 0 's 
w h e r e i n  a n n u a l  land r e nts are a d j u s t e d  at 5- y e a r  i n t e r v a l s  b ased 
on r e a p p r a i s a l s .  R e c e n t  r e a p p r a i s a l s  of t hese and o t h e r  s i m i l a r  
l e a s e d  p r o p e r t i e s  have e s t a b l i s h e d  rents at 6% to 9% of m a r k e t  
v a l u e  w i t h  r e s i d e n t i a l  and r e c r e a t i o n  land r e nts t y p i c a l l y  
f a l l i n g  in the lower end of the l ease rate range. M o s t  u p d a t e d  
r ents for c o m m e r c i a l  and i n d u s t r i a l  g r o u n d  are b a s e d  o n  r a t e s  of 
8% and 9%.

The la s t  twelve e x a m p l e s  are newer S t a t e  l e a s e s  w h e r e i n  land 
r e nts are l evel for the f i r s t  25 y e a r s  (10 y e a r s  in one c a s e ) . 
A n n u a l  rent for each 1 0 - y e a r  p e r i o d  t h e r e a f t e r  is set at m a r k e t  
rent but c a n n o t  be g r e a t e r  than a 50% i n c r e a s e  in the p r e c e d i n g  
rent. A s  w o u l d  be expec t e d ,  the rate range of 9.5% to 15% set for 
t h e s e  l e a s e s  is h i g h e r  than t y p i c a l  r a tes for the 5 - y e a r  
a d j u s t a b l e  D N R  leases.

S o m e  o t h e r  c h a r a c t e r i s t i c s  of the t y p i c a l  D N R  l e a s e  are b r i e f l y  
n o t e d  as follows:

L ease Period:

25 to 55 years.

Rent Adjustments:

T y p i c a l l y  b a s e d  o n  r e a p p r a i s a l  w h e r e i n  a p p r a i s e r  e s t i m a t e s  both 
c u r r e n t  m a r k e t  v a l u e  of land and the a p p l i c a b l e  a n n u a l  rate of 
r e t u r n  or l e a s e  rate.

Rent Floor/Ceiling:

T y p i c a l l y  no floor. C e i l i n g  i d e n t i f i e d  in t h ose le a s e s  a d j u s t a b l e  
a f ter 25 years.
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L e s s e e  E x p e n s e s :

A l l  e x p e n s e s  p a i d  by l e s s e e s  (rents are net to the State). 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

S u b o r d i n a t i o n  of le a s e d  fee to l e s s e e  f i n a n c i n g  not p e r m i t t e d .  
A s s i g n m e n t  and s u b l e a s i n g  p e r m i s s a b l e  with l e s s o r  a p p p r o v a l .

O p t i o n  to P u r c h a s e :

None.

R e v e r s i o n  of  L e s s e e  I m p r o v e m e n t s :

L e s s e e  to r e m o v e  w i t h i n  60 d a y s  or lessor m a y  d i s p o s e  of. 

C o n d e m n a t i o n :

L e s s e e  e n t i t l e d  to a ward for l e s s e e - o w n e d  i m p r o v e m e n t s .  

A r b i t r a t i o n :

N o t  t y p i c a l l y  p r o v i d e d  for in lease.
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PORT OF ANCHORAGE INDUSTRIAL LCTIS 

LEASE DATA 

December 31, 1985

JjOt No. Lessee Area
Current 

Annual Rent
Rentai
Rate

Most Recent 
Adiustment

Lease
Date Term

ID TOTE 116,067 s.f. $.675/s.f. 10% 6-17-85 5-1-77 19 yrs., 3 mos.

2B & 3A TOTE 374,990 s.f. $.600/s.f. 10% 7-24-85 8-1-75 21 yrs.

4A Columbia
Cement

230,497 s.f. $.450/s.f.(1) 10% 2-1-84 2-1-69 30 yrs., plus two 10 yr. options

5D-1 Sea-Land 258,263 s.f. $.347/s.f. 9.5% 12-10-80 8-1-70 21 yrs., plus 4 yr., 10 yr. option

5F-1 Sea-Land 141,490 s.f. $.525/s.f. 9% 10-1-83 9-30-63 10 yrs., plus eight 5 yr. options

6C-1 Sea-Land 422,555 s.f. $.405/s.f.(2) 9.5% 10-1-81 10-1-65 31 yrs., plus two 10 yr. options

6D-1 Sea-Land 303,508 s.f. $.298/s.f.(2) 8% 2-1-80 2-1-65 31 vrs., plus two 10 yr. options

73 Texaco 380,559 s.f. $.337/s.f. 10% 2-1-82 7-1-64 30 yrs., plus four 5 yrs. options

8B & 8C Anchorage 
Fueling & 
Service Co.

486,033 s.f. $.374/s.f.(3) 10% 3-5-82 3-5-62 10 yrs., plus eight 5 yr. options

(1) Based on original unfilled condition.
(2) Includes contribution of paving.
(3) Average amount based on $.425/s.f. of filled land (9.1 acres)

and $.150/s.f. of unfilled and easement encumbered land (2.06 acres)
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M U N I C I P A L I T Y  O F  A N C H O R A G E  L A N D  L EASES

T w o  m a j o r  a r e a s  of m u n i c i p a l  land l e a s i n g  a c t i v i t y  are the
M e r r i l l  F i e l d  A i r p o r t  and the P o r t  o f  A n c h o r a g e .  M e r r i l l  F i e l d  
r e n t s  are a d m i n i s t r a t i v e l y  set to fund the o p e r a t i o n  of the
a i r p o r t  and the d a t a  from t h o s e  l e a s e s  are n o t  of m u c h  use in 
this study.

T h e  P o r t  o f  A n c h o r a g e  s u b d i v i s i o n  is 100% l e a s e d  and a t a b u l a r  
s u m m a r y  of l e a s e  d a t a  is p r e s e n t e d  on the f a c i n g  page. The l e a s e s  
d a t e  back to the e a r l y  1 9 6 0 ' s  and, for the m o s t  part, are s i m i l a r  
in con t e n t .  S o m e  key c h a r a c t e r i s t i c s  are as fol l o w s :

R e n t a l  Rate:

i A n n u a l  land r ents are set at 8% to 10% o f  fair m a r k e t  v a l u e  by
| a g r e e m e n t  of the p a r t i e s  or by a p p r a i s a l .

Lease Period:

T y p i c a l l y  50 y e a r s  i n c l u d i n g  r e n e w a l  op t i o n s .

! Re nt  Adjustments:

A n n u a l  land r e n t s  are t y p i c a l l y  a d j u s t e d  at 5 - y e a r  i n t e r v a l s  to 
fair r e n t a l  v a l u e  by m u t u a l  a g r e e m e n t  or i n d e p e n d e n t  r e a p p r a i s a l .

! Ren t  Fl oo r/Ceiling:

L e a s e s  do not p r o v i d e  for rent m i n i m u m s  or caps.

Less ee  Expenses:

A l l  e x p e n s e s  p a i d  by les s e e  (ground r e nts are net to the lessor).

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g / P u r c h a s e  Option:

N o  s u b o r d i n a t i o n  of leased fee to l e s s e e  f i n a n c i n g  is a l lowed.
A s s i g n m e n t  and s u b l e a s i n g  is p e r m i t t e d  wi t h  l e s s o r  a p p r o v a l .  O p t­
ion to p u r c h a s e  is not granted.

R e v e r s i o n  of Lessee Improvements:

N e w e r  l e a s e s  p r o v i d e  that l e s s o r  m a y  c o n s e n t  to r e t a i n  i m p r o v e­
m e n t s  or m a y  r e q u i r e  their r e m o v a l  at l e s s e e  e x pense.

Condemnation:

L e s s e e  e n t i t l e d  to award for v a l u e  of l e a s e  and l e s s e e  i m p r o v e­
ments.
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N o t  p r o v i d e d  for in l e a s e s  but, l e s s e e s  m a y  a p p e a l  rent i n c r e a s e s  
to the P o r t  C o m m i s s i o n .

Arbitration:
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CITY OF CORDOVA LAND LEASES

The C i t y  of C o r d o v a  has about. 15 a c r e s  of i n d u s t r i a l  land under 
lease. T h i s  g r o u n d  is s u b d i v i d e d  i n t o  1 5 , 0 0 0  to 8 0 , 0 0 0  s . f . + -
lots and l e a s e d  to v a r i o u s  p a r t i e s .  A n o t h e r  17 a c r e s  is e x p e c t e d  
to be a v a i l a b l e  for l e a s e  in 1986. A  s u m m a r y  of l e a s e  d a t a  is as 
follows:

Rent a l Rate:

A n n u a l  land r e nts are set at 9% o f  a s s e s s e d  v a l u e  as d e t e r m i n e d  
by c o n t r a c t  a s s e s s o r .  T h i s  r a t e  is s t a t e d  in the l e a s e s  and has 
b e e n  in e f f e c t  for m a n y  years.

Lease Period:

T y p i c a l l y  20 y e a r s  w i t h  n e g o t i a b l e  r e n e w a l  o p tions.

Rent Adjustments:

A n n u a l  land r e n t s  are a d j u s t e d  at 3 - y e a r  i n t e r v a l s  b a s e d  on "9% 
of the v a l u a t i o n  as d e t e r m i n e d  by a q u a l i f i e d  a p p r a i s e r " .  In 
p r a c t i c e ,  the s t a t e d  r a t e  is a p p l i e d  to the a s s e s s e d  land value 
w h i c h  is n o r m a l l y  u p d a t e d  a n n u a l l y .

Rent Floor/Ceiling:

T y p i c a l l y  none.

Lessee Expenses:

A l l  e x p e n s e s  p a i d  by l e s s e e s  (rent is net to the l e s s o r ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

No  s u b o r d i n a t i o n  of l e a s e d  fee to l e s s e e  f i n a n c i n g  allowed. 
A s s i g n m e n t  and s u b l e a s i n g  p e r m i t t e d  w i t h  l e s s o r ' s  consent.

O pt io n to Purchase:

T y p i c a l l y  none.

Re ve rs io n of L es se e Improvements:

T y p i c a l l y  the l e s s e e  m u s t  r e m o v e  w i t h i n  90 d a y s  or le s s o r  may 
r e t a i n  or r e m o v e  at l e s s e e ' s  e x pense.

C on de m n a t i o n  & A r b i t r a t i o n  Clauses:

N o r m a l l y  not in leases.
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F A I R B A N K S  N O R T H  S T A R  B O R O U G H  L A N D  L E A S E

T h e  F N S B  land l e a s i n g  p r o g r a m  is in it's i n f a n c y  a l t h o u g h  the 
l a n d  ba s e  e x c e e d s  1 0 0 , 0 0 0  acres. M o s t  of the a c r e a g e  is in r e m o t e  
l o c a t i o n s  but there are 200 a c r e s  + -  near F a i r b a n k s  w h i c h  w i l l  be 
c o n c e n t r a t e d  on  for d i s p o s i t i o n  by l e asing. A t  p r e s e n t ,  t h e r e  are 
two land l e a s e s  wi t h  a n o t h e r  two or t hree e x p e c t e d  to be c o n s u m­
m a t e d  this year. One of the e x i s t i n g  l e a s e s  is 50% b e l o w  m a r k e t  
by a s s e m b l y  a p p r o v a l .  T h e  o t h e r  l e ase is s u m m a r i z e d  as f o llows:

L e s s o r / L e s s e e :

F N S B / M c K e e  Meats, Inc.

R e n t a l  Rate:

A n n u a l  land rent was set at 10% of  the a p p r a i s e d  v a l u e  and this
ra t e  is s t a t e d  in the lease.

L e a s e  P e r i o d :

30 y e a r s  b e g i n n i n g  7 / 2 3 / 8 4  p l u s  two o p t i o n s  to r e n e w  at 10 y e a r s  
each.

R e n t  A d j u s t m e n t s :

A n n u a l  land re n t  is a d j u s t e d  at 5- y e a r  i n t e r v a l s  b a s e d  o n  10% of
a p p r a i s e d  value. L a n d  to be v a l u e d  at time of r e a p p r a i s a l  as if
it w e r e  in the same state as at the b e g i n n i n g  of the l e a s e  term 
e x c l u d i n g  any i m p r o v e m e n t s  by the tenant.

R e n t  F l o o r / C e i l i n g :

None.

L e s s e e  E x p e n s e s :

R e n t  is r e p o r t e d l y  net to l e s s o r  (lease is s i l e n t  o n  this point). 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

L e a s e  is s i l e n t  on t h ese items.

O p t i o n  to P u r c h a s e :

None.

R e v e r s i o n  of L e s s e e  I m p r o v e m e n t s :

F i x t u r e s  and s t r u c t u r e s  s h a l l  be r e m o v e d  by l e s s e e  at end of 
lease.
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N o t  a d d r e s s e d  in l e a s e  i n s t r u m e n t .

Condemnation/Arbitration:
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T h e  C i t y  & B o r o u g h  of  J u n e a u  l e a s e s  o u t  s o m e  50 p a r c e l s  of land 
to v a r i o u s  e n t i t i e s .  The l e a s i n g  p r o g r a m  b e g a n  m a n y  y e a r s  ago and 
l e a s e  p r o v i s i o n s  h a v e  c h a n g e d  over time. A  s u m m a r y  of l e a s e  d a t a  
is as follows:

R e n t a l  Rate:

In r e c e n t  years, n e w  and r e v i s e d  l e a s e s  r e f l e c t  a n n u a l  land rents 
b a s e d  on 9% to 12% of fair m a r k e t  value. M o s t  c u r r e n t  r a t e s  are 
a b o u t  10%.

L ea se  Period:

V a r i e s .  N e w e r  l e a s e s  have m a x i m u m  t e rms of 35 years.

Re n t Adjustments:

A n n u a l  land r ents are a d j u s t e d  a n n u a l l y  in s o m e  i n s t a n c e s  and at 
3 - y e a r  i n t e r v a l s  in o t h ers. In the c a s e  of n e w e r  leases, a d j u s t e d  
r e n t s  are b a s e d  o n  the C i t y  A s s e s s o r ' s  r e c o m m e n d a t i o n s  as to both 
the m a r k e t  v a l u e  of  the land and the a p p l i c a b l e  rate of return.

R e n t  F l o o r / C e i l i n g :

N o t  t y p i c a l l y  p r o v i d e d  in leases.

L e s s e e  E x p e n s e s :

A l l  e x p e n s e s  u s u a l l y  p a i d  by l e s s e e  (rent is net to l e s s o r ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

S u b o r d i n a t i o n  of l e a s e d  fee to l e s s e e  f i n a n c i n g  is not p e r m i t t e d .  
A s s i g n m e n t  and s u b l e a s i n g  is u s u a l l y  p e r m i t t e d  w i t h  l e s s o r ' s  
a p p r o v a l .

O p t i o n  to P u r c h a s e :

N o n e .

R e v e r s i o n  o f  L e s s e e  I m p r o v e m e n t s :

T y p i c a l l y  l e s s e e  m a y  r e m o v e  or title r e v e r t s  to lessor. 

C o n d e m n a t i o n :

V a r i e s  but l e s s e e  is n o r m a l l y  e n t i t l e d  to a w a r d  for i m p r o v e m e n t s .  

A r b i t r a t i o n :

N o t  t y p i c a l l y  p r o v i d e d  for in leases.

CITY & BOROUGH OF JUNEAU LAND LEASES
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CITY OF KENAI LAND LEASES

T h e  C i t y  of K e n a i  l e a s e s  out so m e  110 p a r c e l s  of land (mostly 
c i t y  lots) to v a r i o u s  p r i v a t e  p a r t i e s .  T h e  l e a s i n g  p r o g r a m  began 
in the m i d - 1 9 6 0 ' s  and at p r e s e n t  there a r e  o n l y  4 or 5 lots and 
so m e  u n d e v e l o p e d  a c r e a g e  that are not leased. A  s u m m a r y  of lease 
d a t a  is as follows:

R e n t a l  Rate:

A n n u a l  land r e n t s  are set at 6% o f  fair m a r k e t  v a l u e  and this 
rate, w h i c h  is s t a t e d  in the leases, has b « e n  in e f f e c t  s ince the 
i n c e p t i o n  of the l e a s i n g  p r o g r a m .  C i t y  o f f i c i a l s  a c k n o w l e d g e  this 
is b e l o w  r a tes u t i l i z e d  in other areas, but d o  not a n t i c i p a t e  any 
c h a n g e s  in the f o r e s e e a b l e  future. T h e  m o s t  r e c e n t  leases 
i n c o r p o r a t i n g  the 6% ra t e  we r e  e x e c u t e d  in 1985.

L e a s e  P e r i o d :

T y p i c a l l y  55 to 99 years.

R e n t  A d j u s t m e n t s :

A n n u a l  land r e n t s  are a d j u s t e d  at 5 - y e a r  i n t e r v a l s  b a s e d  on 6% of 
fair m a r k e t  v a l u e  w h i c h  is e s t i m a t e d  by a " q u a l i f i e d  i n d e p e n d e n t  
a p p r a i s e r " .  F a i r  m a r k e t  v a l u e  is b a s e d  o n  the c o n d i t i o n  of the 
l a n d s  on the d a t e  of  l e a s e  pl u s  the v a l u e  of i m p r o v e m e n t s  m a d e  by 
the C i t y  s u b s e q u e n t  to the da t e  of lease.

R e n t  F l o o r / C e i l i n g :

C i t y  code p r o v i d e s  that r e d e t e r m i n e d  a n n u a l  rent s h a l l  be limited 
to a 50% i n c r e a s e  o v e r  the p r i o r  rent u n til the 30 t h  a n n i v e r s a r y ,  
a f t e r  w h i c h  the c a p  p r o v i s i o n  s h a l l  no lo n g e r  apply. T h i s  rent 
c e i l i n g  p r o v i s i o n  a c k n o w l e d g e s  thac i n v e s t o r s  and d e v e l o p e r s  need 
a r e a s o n a b l e  a s s u r a n c e  o f  s t a b i l i t y  in fu t u r e  rents.

L e s s e e  E x p e n s e s :

A l l  e x p e n s e s  p a i d  by l e s s e e s  (rent is net to the l e s s o r ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

N o  s u b o r d i n a t i o n  of l e a s e d  fee to l e s s e e  f i n a n c i n g  allowed. 
A s s i g n m e n t  and s u b l e a s i n g  p e r m i t t e d  wi t h  c o n s e n t  of lessor.

O p t i o n  t o  P u r c h a s e :

None.

R e v e r s i o n  of L e s s e e  T ^iorovements:

V a r i e s .  E a r l y  le. ' p r o v i d e  for r e m o v a l  of i m p r o v e m e n t s  by 
l e s s e e  w i t h i n  60 c or sa l e  to s u c c e e d i n g  l e s s e e  w i t h  lessor
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a p p p r o v a l .  R e c e n t  l e a s e s  p r o v i d e  that t i t l e  to i m p r o v e m e n t s  a u t o­
m a t i c a l l y  v e s t s  in C i t y  u p o n  t e r m i nation.

Condemnation:

R e n t  a b a t e m e n t  and a w a r d  a l l o c a t e d  by a g r e e m e n t  or d e t e r m i n e d  by 
a r b i t r a t i o n  if d i s p u t e d .

Arbitration:

N o t  p r o v i d e d  for in l e a s e s  e x c e p t  in c o n n e c t i o n  w i t h  c o n d e m n a t i o n  
clause.
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CITY OF SEWARD LAND LEASES

Th e  C i t y  of S e w a r d  l e a s e s  out s o m e  27 land p a r c e l s  to p r i v a t e
p a r t i e s .  T h e s e  p a r c e l s  are in or c l o s e  to town. L a n d s  s t i l l
a v a i l a b l e  for l e a s e  i n c l u d e  80 a c r e s  + -  w i t h i n  the S e w a r d  M a r i n e  
I n d u s t r i a l  C e n t e r  and 80 a c r e s  +- at the F o u r t h  o f  J u l y  C r e e k
i n d u s t r i a l  area. A  s u m m a r y  of l e a s e  d a t a  is as f o l l o w s :

R e n t a l  Rate:

A n n u a l  land r e nts are e s t a b l i s h e d  at 8% of fair m a r k e t  v a l u e  by 
a p p r a i s a l .  A l t h o u g h  not s t a t e d  in the leases, this r a t e  has b e e n  
in e f f e c t  for the p a s t  1 0 - y e a r s  and the C i t y ' s  a p p r a i s e r  d o e s  not 
e x p e c t  any c h a n g e  in the near future. M o s t  re c e n t  r e n t s  b a s e d  on 
th i s  rate we r e  set in 1985. A  s u m m a r y  of l e a s e  d a t a  is as 
follows:

L e a s e  Period:

T y p i c a l l y  30 years. T h e r e  are s o m e  s h o r t e r - t e r m  l e a s e s  and a few 
in e x c e s s  of 30 y e a r s ,  e.g. S u n e e l  A l a s k a  C o r p o r a t i o n  @ 55 years.

R e n t  A d j u s t m e n t s :

A n n u a l  land r e nts are a d j u s t e d  at 5 - y e a r  i n t e r v a l s  b a s e d  on  MAI 
a p p r a i s a l  of fair m a r k e t  r e n t a l  v a l u e  e x c l u s i v e  of l e s s e e ' s  
i m p r o v e m e n t s .

R e n t  F l o o r / C e i l i n g :

T y p i c a l l y  none.

L e s s e e  E x p e n s e s :

A l l  e x p e n s e s  pa i d  by l e s s e e  (rent is net to l e s s o r ) . 

S u b o r d i n a t i o n / A s s i g n m e n t / S u b l e a s i n g :

N o  s u b o r d i n a t i o n  of l e a s e d  fee to le s s e e  f i n a n c i n g  allowed. 
A p p p r o v a l  of lessor r e q u i r e d  for a s s i g n m e n t  and s u b l e a s i n g .

O p t i o n  to P u r c h a s e :

None.

R e v e r s i o n  of L e s s e e  I m p r o v e m e n t s :

L e s s e e  to remove p r i o r  to e x p i r a t i o n  of  lease or t i t l e  to 
i m p r o v e m e n t s  v e s t s  in City.
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A w a r d  to be a l l o c a t e d  as p r o v i d e d  by l a w / C o n t r o v e r s i e s  or c l a i m s  
r e l a t i n g  to leases to be s e t t l e d  in a c c o r d a n c e  wi t h  U n i f o r m  
A r b i t r a t i o n  A c t  of A l a s k a .

Condemnation/Arbitration:
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A L A S K A  R A I L R O A D  c o r p o r a t i o n

1

P.O. Box 7-2111 • Anchorage, Alaska 99510-7069

ALASKA RAILROAD CORPORATION 

LONG TERM LEASE POLICY

The Alaska Railroad Corporation (referred to below as "Lessor" and "ARRC") w ill 
adhere to the following policies and guidelines when leasing real property fo r terms 
o f five  or more years. The policies and guidelines contained in this statement may 
be changed from  tim e to tim e when the Alaska Railroad Corporation determines a 
change is appropriate.

1. PURPOSE

The purpose o f this policy statement is to set fo rth  guidelines and principles 
upon which the Alaska Railroad Corporation’s standard long-term  lease w ill 
generally be based. This statement is intended to give prospective Lessees and 
other interested persons information about the ARRC's policy w ith  respect to its 
land lease program. However, this statement is not intended to provide the precise 
language that w ill appear in a lease or to substitute fo r or override any terms o f a 
lease. I t  is im portant fo r prospective Lessees and other persons interested in a 
particu lar lease to carefu lly review the terms o f the particu lar lease itse lf, because 
the lease (and not this policy statement) creates the legal relationship between 
Lessor and Lessee and defines the rights o f each o f the parties.

This policy governs new leases entered by the Alaska Railroad Corporation. Section 
4 of the policy identifies circumstances under which an existing lease w ill be 
replaced bv a new lease conforming to this policy statement.

2. PRE-LEASE MATTERS

2.01 COMMITMENTS. Long-term  lease agreements require form al approval b y  
ARRC Management. Neither le tte r proposals nor lease drafts w ill constitute a 
form al o ffe r from  Lessor. Such documents constitute nonfinal negotiating proposals 
by Lessor's representative and indicate the terms and conditions the representative 
is w illing  to recommend to Management. Lessor becomes bound only upon the 
execution o f the typew ritten lease by ARRC.

2.02 PUBLIC NOTICE AND RECORDATION OF LEASE. This provision relates 
to required public notice and public recording w ith  respect to individual leases. It 
does not govern publication or relate to Lessor's marketing or leasing policies.

(a) Published Notice. Notice w ill be published in a newspaper o f general 
c irculation, serving the community where the property is located, fo r three (3) 
consecutive days, ending fifteen  (15) days prior to the e ffec tive  date o f the proposed
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long-term  lease. The notice w ill only describe the parcel to be leased, the proposed 
Lessee, date o f proposed action, and the name, address, and telephone number of the 
Alaska Railroad Corporation representative.

(b) Memorandum of Lease. Upon the execution o f this Agreement, both 
parties agree to execute a Memorandum Short Form Lease suitable fo r  recording 
purposes.

2.03 ADMINISTRATIVE FEE. With Lessee's form al application to lease, 
Lessee w ill include payment of an adm inistrative fee o f Two Hundred Dollars 
($200.00). The fee w ill apply to the firs t month's rental i f  a lease is executed. If 
the application is denied, the fee w ill be retained to defray adm inistrative costs. 
Lessor may increase the administrative fee fro m  tim e to tim e when an increase 
becomes necessary to cover costs.

2.04 PERFORMANCE OR CONSTRUCTION BONDS. A t Lessor's option, 
Lessee w ill, before commencing construction o f any improvement, including but not 
lim ite d  to subsurface improvements on the premises, deposit w ith  the Lessor a bond 
or c e rtific a te  thereof, in a sum not less than the cost o f such construction and in 
fo rm  and w ith  surety satisfactory to the Lessors, guaranteeing the completion of 
such construction free and clear o f all mechanics’ and materialmen's liens, together 
w ith  such inform ation and evidence as Lessors may reasonably require to  assure that 
the Lessee is able to and w ill make all payments required by contract to be made as 
and when the Lessee is required to do so. The performance assurance, i f  required, 
may be in the form  of surety, cash, assigned deposit, or irrevocable le tte r o f credit.

2.03 PERMITS. A ll permits required by municipal, state or federal law are to 
be secured by and at the expense of Lessee.

2.06 PARCEL MAPS. The Lessor does not require the recording o f parcel or 
subdivision maps. However, i f  a parcel or subdivision map is required by municipal 
ordinance, i t  must be approved by the proper governmental body and recorded by 
Lessee prior to execution o f the lease or option to  lease. Preparation o f parcel or 
subdivision maps w ill be the responsibility o f the  Lessor; however, a nonrefundable 
deposit may be required o f the Lessee to cover the  cost o f preparation.

2.07 CONDITION OF PROPERTY. Lessor w ill lease property "as is, w ith all
fa u lts ” , and w ithout any representations or warranties by Lessor as to the
characteristics or su itab ility  o f the Premises. Prior to execution o f the Lease, 
Lessee w ill be given an opportunity to independently investigate the Premises, and 
to assess:

( i)  the feas ib ility  o f developing the Premises fo r the purposes intended by 
Lessee;

( ii)  the size and dimensions of the Premises;

( i i i )  the ava ilab ility  and adequacy of w ater, sewage and any "u tilities  serving
Premises;

(iv ) the presence and adequacy of in frastructure  or other improvements on, 
near, o r a ffecting  the Premises;

2



(v) the extent and condition of any grading or other site work already 
performed or hereafter required fo r Lessee's possible development o f the Premises;

(v i) any surface, soil, subsoil or other physical conditions o f or a ffecting the 
Premises, such as clim ate, geological, drainage, a ir, w ater or m ineral conditions;

(v ii) easements and reservations o f record a ffe c tin g  the tit le ;

(v iii) the existence o f governmental laws, regulations, ordinances, restrictions
or requirements concerning the use density, location  or su itab ility  o f the Premises 
for any existing or proposed development including such matters as zoning, building, 
subdivision, environmental and other regulations;

(ix) the necessity or ava ilab ility  o f any rezoning, zoning variances, conditional 
use perm its, building permits, environmental im pact reports, parcel or subdivision 
maps, public reports and any other governmental approval;

(x) the necessity or existence o f any dedications, taxes, fees, charges, costs 
or assessments that may be imposed in connection w ith any regulation or 
authorization or the obtaining of any required Perm its; and

(xi) a ll matters concerning the condition, use and development o f the 
Premises.

2.08 RELOCATION OF FACILITIES. Any necessary or desired relocation of
Lessor's fa c ilitie s  w ill be made at the sole expense o f Lessee. Lessee must
communicate any request fo r  relocation of Lessor’s fa c ilitie s  te fo re  the lease is 
entered.

2.09 STORAGE OF HAZARDOUS MATERIALS. No leases w ill be granted for 
storage o f hazardous m aterials (including gasoline and diesel fuel) unless Lessee firs t 
exhibits fu l l  compliance w ith  municipal, state, and federal environmental laws and 
regulations, produces proof o f satisfactory l ia b ility  insurance naming Lessor as 
co-insured, and agrees to indemnify and savs Lessor harmless from  claims related to 
storage o f  such materials. Lessee is required to advise Lessor o f intended storage of 
such m ateria ls before a lease is entered or extended. Lessee w ill schedule a 
pre-lease conference w ith  Lessor to discuss the proposed storage, safety questions 
and co m p a tib ility  o f the proposed storage w ith adjoining land use; Lessee must 
furnish to  Lessor copies o f a ll perm it applications, permits issued, denials of 
permits, and other actions on perm it applications. Lessee whose use or storage of 
small quantities o f hazardous materials is only incidenta l to business operations w ill 
be required to indemnify and save Lessor harmless fro m  claims related to storage of 
such m aterials.

3. TERMS OF LEASES

3.01 PRINCIPLES GOVERNING RENT DETERMINATION. The following 
general principles govern rent determination by Lessor.

(a) R ent at Fair M arket Value. Rent w ill be established at fa ir  market value 
as agreed to by Lessor/Lessee and determined by a qualified appraiser or by 
com petitive bid.
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(b) Protection Against In fla tion . Lessor w ill be protected against in fla tion  by 
periodic revision of rent. Lessee w ill be protected against unforseeable in fla tion  by 
maximum ren t revision lim its.

(c) P red ic tab ility  o f Rent. Rent revision should be accomplished in a manner 
that permits Lessee to engage in reasonable business planning and provides 
sufficient p red ic tab ility  to fa c ilita te  financing of Lessee’s activ ities.

(d) Recognition o f Value Contributed by Lessee. Permanent value 
contributed by Lessee to Lessor’s ownership in terest (such as nondepreciable 
improvements) should be recognized through appropriate am ortization methods, 
including but not lim ited  to credits against rent. Depreciable structures ordinarily 
w ill not represent such value, as the Lessee w ill be expected to amortize the fu ll 
value of such structures over the Lease Term.

3.02 DETERMINATION OF RENT.

(a) Establishment - of In itia l R ent. In itia l rent w ill be established at fa ir  
market value as agreed to by Lessor/Lessee and determined by a qualified appraiser, 
or by com petitive bid, at Lessor's option. The in itia l re n t w ill be adjusted during the 
term of the lease in the manner specified and prenegotiated in the lease. The 
standard long-term  ground lease is fo r  a period o f th ir ty - f iv e  (35) years. However, 
lease terms th a t extend beyond the th ir ty - f iv e  (35) year period may be negotiated.

(b) Rent Revision Parameters. The long-term master lease w ill incorporate 
the following parameters establishing upper and lower lim its  fo r revision o f rent.

(i) Minimum Revised Rent ("Rent Floor"). The new rent established by 
the rent revision procedure fo r a particu lar period w ill not be less than the p rior 
period rent period.

(ii) Maximum Revision Rate ("Rent Cap"). A percentage ra te  
establishing a maximum rate  o f rent revision (rent cap) to  apply at the tim e o f each 
revision w ill be predetermined and incorporated in the long-term  lease.

(iii) Rental Rate and Rent Caps. ARRC's Board o f Directors w ill 
periodically review  the renta l ra te  and rent caps. The rental ra te  w ill remain 
constant throughout the original Lease Term and w ill be stated in the lease.

(c) Rent Revision Process.

(i) Appraisal. The rent w ill be revised a t a minimum every five  (5) 
years or as otherwise negotiated in the lease. Lessor shall obtain a fa ir  market 
value appraisal from  an independent qualified appraiser. Appraisal instructions fo r 
each reopen period w ill be defined in the master lease document. A t the end of the 
original Lease Term, the property is to be appraised a t the highest and best use 
compared w ith  s im ila r properties w ith in  the community.

(ii) A rb itra tio n . An arb itration clause w ill be incorporated into the 
lease to provide an equitable means of resolving disputes concerning the appraised 
value of the premises. The a rb itra to r’s decision with respect to a rent revision shall 
be final.

i\



(iii)  Determination of Fair Market Value Rent By Use of Fixed Rental
Rate. The rental rate used fo r rent revision under a lease w ill remain fixed during 
the term of the lease and the same rate  w ill be employed in connection w ith all 
revisions. The rental rate w ill be based on an independent study o f relevant Alaska 
markets to be periodically commissioned by ARRC and reviewed by the ARRC 
Board o f Directors. The revised rent w ill be determined by applying to the 
appraised value a percentage representing the general return or renta l rate in e ffec t 
fo r  ARRC properties on the date the lease is executed.

3.G3 RENT CREDITS. Rent credits or rental offsets may be negotiated PRIOR 
to the installation o f certain nondepreciable improvements. Upon installation, 
theses improvements immediately become the property o f the Lessor and are to be 
considered in any fu ture  rent modification. Examples o f nondepreciable 
improvements include, but are not lim ited  to, excavation, backfill, and gravel.

3.04 EFFECTIVE DATE OF RENT ADJUSTMENTS. U ntil any increase in the 
original rent rate (called the "Base Rent") is determined. Lessee shall pay the same 
Base Rent as was applicable the previous year. When an adjustment o f Base Rent 
has been determined and Lessee notified, such adjusted Base Rent as so determined 
shall be due and payable to Lessor, retroactive to the commencement of the lease 
year fo r which such renta l adjustment is made, and any deficiency resulting from 
such rent adjustment shall be payable w ith in th ir ty  (30) days a fte r the giving o f such 
notice to Lessee. Lessee w ill be responsible fo r NO MORE THAN NINETY (90) days 
o f unbilled re troactive rent at the increased level.

3.05 PUBLIC ENTITIES. As a public corporation, the Alaska Railroad 
Corporation is exempt from  taxation by local governments. In recognition o f the 
Alaska Railroad Corporation's position as a partic ipating member w ith in  each host 
community, the Alaska Railroad Corporation may lease its  lands to  the State and its 
uo litica l subdivisions a t less than fa ir  market value. Specific requests w ill be 
negotiated on a case-by-case basis. (The Alaska Railroad Corporation w ill also 
institu te  a fee-use perm it system f_>r m unic ipa litk  s fo r various kinds of land use 
that do not require leases. This program is not covered by this policy.)

3.06 TAXES AND ASSESSMENTS. Lessee w ill (a) pay all taxes on Lessee's 
improvements d irectly  to the taxing authority, and (b) a ll assessments agreed to in 
the lease. The benefits o f assessments not agreed to in the lease fo r public 
improvements levied against the property shall be paid fo r by Lessor.

3.07 INDEMNIFICATION AND LIABILITY INSURANCE.

(a) Indem nification. Lessee w ill be required to defend, and hold Lessor 
harmless against all lia b ility , damages, costs, losses, and expenses arising out of 
Lessee’s use or occupancy o f the Premises.

(b) L ia b ility  Insurance. Lessee w ill, at his own expense, obtain and 
maintain in e ffe c t, during the whole o f the Lease Term, comprehensive general 
lia b ility  insurance in respect to the leased premises, under policies naming Lessor as 
additional assureds, issued by an insurance company authorized to do business in 
Alaska w ith  minimum lim its  o f not less than the amounts specified by Lessor.
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Satisfactory evidence o f insurance w ill be furnished to the Lessor prior to the 
execution o f the lease. This evidence w ill provide fo r  th irty  (30) days prior notice to 
Lessor o f any w ritten  cancellation, nonrenewal, or material change in the policy.

3.08 TRACKAGE.

(a) Use o f Lessee-Owned Trackage. A separate, standard form  of track 
agreement w ill cover the installation, maintenance, and operation o f trackage.

(b) Use o f Lessor-Owned Trackage. Where Lessee desires use of 
Lessor-owned trackage, the lease form w ill provide such rights. Use o f 
Lessor-owned trackage may be restricted to the extent Lessor deems necessary. 
The renta l rate w ill be a standard, system-wide charge which may be revised by 
Lessor, from  time to tim e. The current charge is $6.00 per track foo t, per annum,

3.09 ENVIRONMENTAL AND OTHER LAWS AND REGULATIONS. Lessee, at 
its  own expense, w ill comply w ith  a ll laws, regulations, rules and orders applicable 
to its  property and operations, regardless o f when they become or became effective, 
including, w ithout lim ita tion , those relating to health, safety, noise, environmental 
protection, waste disposal, and water and a ir quality.

Should any discharge, leakage, spillage, emission, and pollution o f any type occur 
upon or from  the premises due to Lessee's own use and occupancy including 
subleasing and uses by others, Lessee, at its  expense, w ill be obligated to clean the 
premises to the satisfaction of Lessor and any governmental body having jurisdiction 
thereover.

(Note: Lessor's ENVIRONMENTAL POLICY prohibits new leases fo r  gasoline
service stations or assignment o f existing service station leases from  the present 
Lessee to a th ird  party having a substantially lesser net worth. Use o f underground 
storage tanks fo r any purpose requires Lessor's specific approval. O il and gasoline 
bulk plant leases w ill be w ritten  w ith  Lessor's commercial lease indemnity and 
insurance provisions.)

3.10 USE OF PREMISES. Lessee's fa ilure to commence use o f the premises fo r 
the purposes specified in the Lease, or discontinuance o f such use fo r a period to be 
specified in the lease, w ill constitute an event o f default.

3.11 SUBORDINATION. Lessor w ill not agree to subordinate its legal t it le  to 
land; however, Lessee may assign the lease to an institu tional lender as security for 
a loan to finance development, subject to the provisions o f Paragraph 3.14.

3.12 ASSIGNMENT. Assignment o f the Leased Premises fo r  any reason w ill 
require Lessor’s prior w ritten  consent. Lessor w ill consent to an assignment only 
when Lessor is satisfied that Lessor's interests w ill not be adversely affected. 
Requests fo r  consent to assignment o f the Lease are to include the proposed 
assignee's current and complete financial statement as prepared by a certified  
public accountant in accordance w ith  generally accepted accounting principles or 
the prior two (2) years' tax returns. An adm inistrative fee w ill be charged by the 
ARRC to cover the cost of processing a request fo r assignment. The financial 
considerations o f the assignment need not be disclosed to the ARRC. Approval of 
assignment w ill not be unreasonably w ithheld by the ARRC.
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3.13 SUBLEASING. Lessor’s w ritten  consent to a sublease is required before 
the Lessee enters the sublease. Copies o f any sublease approved must be filed  w ith  
Lessor and w ill be subject to the terms o f the Master Lease relating to the terms 
and subleases. Any financial considerations can be "blocked out" by the Lessee and 
is not required to be disclosed to the ARRC.

3.14 OWNERSHIP OF SUBSURFACE IMPROVEMENTS. Tenant improvements 
to  the subsurface estate, including excavation and backfill, become the property o f 
Lessor upon installation and w ill be considered in a ll fu ture rental modifications. 
Rental credits or offsets may be negotiated fo r  certain nondepreciable 
improvements in accordance w ith Paragraph 3.03, above. Means and methods of 
construction mu;*, he of mutual benefit to Lessee and Lessor; fo r example, the 
economics o f excavation and f i l l  may be weighed against the economics of 
a lternative piling construction methods. The type o f improvement and method of 
installation must be approved by Lessor in advance.

3.15 REMOVAL AND OWNERSHIP OF ABOVE-SURFACE IMPROVEMENTS. 
Ownership o f such above-surface improvements a t the end o f the Lease Term w ill 
be governed by the terms o f the lease. The appropriate disposition o f above-surface 
improvements as specified in the lease at the end o f the Lease Term w ill depend on 
the circumstances surrounding a particu lar lea*e, including the length o f the lease, 
the nature and value o f the improvement contributed by the Lessee, the likelihood 
that the Lease w ill be renewed, and Lessor's assessment o f the best use o f the 
property following the expiration of the Lease.

3.16 LESSEE’S OBLIGATIONS WITH RESPECT TO IMPROVEMENTS. The 
Lessee w ill agree not to remove, destroy, waste or substantially modify 
improvements on the Premises w ithout Lessor's p rio r w ritten  authorization. This 
po'icy is intended to protect the Lessor’s security interest in the improvements on 
the Premises and to enhance land-use planning. A pprjva l o f improvements w ill not 
be unreasonably w ithheld by ARRC.

4. REPLACEMENT OF CERTAIN EXISTING LEASES

The Alaska Railroad Corporation w ill honor the binding terms o f existing leases i t  
acquired from  the Federal Government. However, i t  is the policy o f the Alaska 
Railroad Corporation, to the extent feasible, to bring e x it in g  leaseholds under the 
new standard long-term  lease reflecting  the principles set fo rth  in this statement. 
This policy is adopted to implement the legislature's determination that fa ir  market 
value should be obtained fo r leases, to make the adm inistration o f the leasing 
program more e ffic ie n t and equitable as a whole, to promote un ifo rm ity, and to 
elim inate unnecessary controversy and uncertainty concerning the terms o f leases 
issued by the Federal Government before the sale o f The Alaska Railroad to the 
State o f Alaska. To implement this policy, the follow ing actions, among others, w ill 
be taken:

(a) I f  a Lessee desires extension o f a Lease Term, and Lessor is agreeable to 
such extension, the existing lease w ill be terminated and a new lease consistent w ith 
this policy statement w ill be issued.
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(b) I f  Lessee desires to change the area under lease by increasing or 
decreasing acreage, and Lessor is agreeable to such change, the existing lease w ill 
be term inated and a new lease consistent w ith this policy statement w ill be issued.

(c) A ll existing leases containing a provision allowing Lessor to term inate a 
lease upon n.nety (90) days notice w ill be terminated a fte r providing the required 
notice to  the Lessee, and, at the tim e notice o f term ination is given, Lessor w ill 
o ffe r Lessee an opportunity to enter a new lease consistent w ith  this policy 
statement.

(d) Existing Lessees, at the ir option, w ill be given the opportunity to 
term inate the ir current leases and enter into the new Alaska Railroad Corporation 
long-term  lease contract.

In appropriate cases, as determined by Lessor, an existing lease may be amended and 
restated, rather than replaced, by substitution o f terms consistent w ith  this policy 
statement. For example, Lessor w ill o ffe r Lessee an amended lease in lieu of a new 
lease in cases where term ination o f the existing lease would cause the Lessee's note 
to become due and payable at the tim e o f termination.

5. RENEWAL OF LEASES

I t  is the policy o f the Alaska Railroad Corporation to approve a Lessee’s request fo r 
renewal o f a lease made no less than six (6) months prior to the end o f the Lease 
Term when:

(a) The Lessee has fa ith fu lly  complied w ith the requirements o f the existing 
Lease;

(b) The Lessee’s continuing use o f the property is consistent w ith  surrounding 
land use, any relevant land-use or development plans o f Lessor, and the 
highest and best use of the property; and

(c) Lessor does not require the property fo r Railroad purposes.

The renta l terms and renewed leases w ill be adjusted to incorporate the 
then-prevailing fa ir  market rental value and w ill include rent revision requirements, 
in accordance w ith  the lease policy and relevant provisions o f law in e ffe c t at the 
tim e o f renewal. To the e>.tent terms of the existing lease are inconsistent w ith
policy or law in e ffe c t at the end o f the Lease Term, or are otherwise obsolete, the
renewed lease w ill be modified to eliminate such inconsistent obsolete provisions.

6. REGULATORY AUTHORITY OF ALASKA RAILRCAD CORPORATION

Under Section 390 o f the Alaska Railroad Corporation A c t (AS 42.40-390), the Board 
o f D irectors o f the Alaska Railroad Corporation is given governmental authority to 
adopt exclusive rules governing use o f Railroad lands by Lessees and others having 
interest in such lands. The terms of leases issued by the Alaska Railroad 
Corporation do not lim it the Board’s authority to adopt land-use rules governing 
activ ities  on the leaseholds. Lessees w ill be given reasonable advance notice of any 
rule proposed to or under consideration by the Board that might a ffe c t activ ities on 
leasehold property or impose an obligation on Lessees.

8



The foregoing terms and conditions constitute, in part, guidelines and standards on 
which Lessor’s lcng-term  industrial lease is based. Many terms are not negotiable, 
and applicants are urged to study them very carefu lly. Please address a ll questions 
to Lessor's representative at the outset of negotiations:

D irector, Real Estate 
Alaska Railroad Corporation 
P.O. Box 7-2111 
421 West F irs t Avenue 
Anchoraqe, AK 99510-7069 
(907) 265-2465 (telephone)
(907) 276-4495 (telecopy)

A R R C  Board Approved 09/30/86

9



V -

A P P R O V A L  A U T H O R I T Y !  G U I D E

M A Y  1 9 8 5

■ .... :./ -^V,, ,/V>^
■ ' ■:■:■ . '■. ■ '■ ;■■•, . ■■■;.; : .

■•■■ :■ ■•■ i'fefe' SS gSK  i a m  .
 ̂  ̂ s.

V Mrrri^m<':■ ' vTTjIb . , •’* .̂v'*

■ I <S3f -

ufr’,

m i114

fcs#$si

niOri-



•-

Salary Actions -  continued
A ll Employees

Approve Termination by ARR Z for
q Any Reason (9) (16) A A A A A A/E A

Approve Promotion (9) (16) A A A A A A/E A
Approve Leave Without Pay A A A A A A A 15 days 5 days
Approve Suspension for Any

Reason (9) (16) A A A A A A/E A
Approve Memberships, Attendance

at Professional Meetings,
Seminars and Reimbursable
Course of Study A A A A A A A A

Represented Employees
Labor Agreements

Negotiable with Unions (9) E E E(17)
Sign Labor Agreements (9) F E E E(17) E

Public Relations
Speeches, Publications, Press Releases,

Advertising
Having Significant Financial or

Public A ffairs Implications on
the Railroad A E E E E E E A

A ll Others A A A A A A E A
Approve Company Position and Technical

Papers on Internal Operations for
Use by Company Personnel in Making
Public Speeches, Answering Inquiries,
Crantlng Press Interviews, E tc . A A A A A A E E

V Presentation of Company Position to
Covemment and Other Agencies in
Proceedings, Hearings or Pending
Court Actions A A A A A A A E

Miscellaneous
Assign Company Vehicle A A A A A
Assign Company Take Home Vehicle A
Approve Issue of Firearms A
Approve Destruction of Corporate

Records A E A E
3 Approve Tours of Railroad Facilities A A A A A A E

Operational Changes
Extend Railroad Lines (22) E E E E

Tariffs -  Freight Rates (12)
Establishing Tariffs E A
Exempt Rates £ A E
Contract Rates ' E A E

■ Ceneral Rate Increase E A

Real Estate
Approve Lease of Corporation Property

Less tuan J yrs A- E E
Over 3 yrs A E E E
Over 35 yrs (23) E E E E ■— -*> E

Exercise Eminent Domain (24) E E E E E
Execute the Contract . .

Less than 10 yrs A , j E
Over 10 yrs A E E E
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Authorization for ExpendituresCapital AFE (Approved Budget) (1) Expense AFE (Approved Budget) lOCk250k 100k250k 100k250k 10k
100k 10k

100k 10k
100k 10k

100k 10k
100k 25k

100k 10k
100k 10k

100k 10k 
100k lOk/E

100k 10k
100k

Ccntracts 4 Letters of Agreement(J) Sk 5k. 5k Sk/E(2) 5k 5k 5k SkRequest for Contract 25k 25k 25k 10k 5k 5kRequest for Sole Source Contract Sk 2k 2k/E 2k 2k 2k 2k(Approved Budget) 10k 10k 10k 10k 2k 2k 2kRequest for Personal Services 3k 3k 3k 3k 3k 3k 3kContract 3k 3k 3k 3k 3k 3k 3kApprove Contractor Time Sheets forReimbursement A A A A A A A A A A A A A A
Execution of Contracts (4) 250k lOOk/ELease ARRC Equip to others for less than one year E A A

Purchasing (Approved Budget) (3) Material Requisition BPO Establishment Establish FPO Releasor (17) P.O.'s and Amendments (4)
25k 25kIk IkA A

25k 10k 5k 5k 5k 5k 5k 5k 5k(S) 5k 5k 10klk lk 5k 5k 5k 5k- 5k 5k 5k 5k Sk 10kA A A A A A A A A A A A500k 250k/E
Transportation (Approved Budget)Authorized Transportation - Business and Training (8) intrastate (May Approvo Own Travel Authorization)Approve Use of Charter Aircraft (Emergency)Rail Trip Pass AA AA AA AA

A A A

A

Sk Sk 10k(13)10k(l6)
Ik lk lk

DisbursementsInvoicesCovered by Contracts 50k(15) 50k 50k 20k 5kCovered by P.O.'s (6)Transportation - MTLSCharter Aircraft 5k 5kProperty Damage 4 Injury Claim All Other (Including Check Requests'Without Invoice) lk lkPayroll (Replacement Checks)Expense AccountsIRegular Travel. Training Travel,4 Business Expense 1,500 1,500Exi>ense Advances'Regular Travel, Training Travel.4 Business Expense lk lkUtility Bills APe lty Cash Replenishment Manual Checks

5k 25k 10k 10k 5k 5k
75k 50k/E

lk
lk lk ik ik lk lk

10k I0k(7) 10k

lk(9) lk 2.500 lk

1.500 lk 2k
lk lk lk

lk lk lk 500 500 500 500 500 500
lk lk lk 500 500 500 500 500 500

Ik5k(ll)
Disposal cf Material 4 EquipmentDeclare Excess to Department (Book Value)Declare MTLS 4 Equipment Surplus to the ARRC Appro to Sales Execu :e Sales Agreement Sign Title Certificate

10k 10k 10k 5k A A A
100k 50k
100k 50k
100k 50kA A

Banking and Financey, Transl er F unds:V Establish Petty Cash Funds! Request to Borrow Funds E, j Procure/Negotiate/ Executov'Jj Loan Contracts AitJ Execute Master Loan Agreements E

A
2kE

Litigation, Claims, 4 InsuranceClaims Against Vendors, Suppliers, Ccntractors, Common Carriers Issue Customer Credits/Reduce Invoices Write off Bad Debts
E5k lk

Page 9



R U L E  NO. 4 - PUBLIC DISCLOSURE OF INFORMATION

(Adopted 12-17-84 
Amended 7-18-85)

A. Public In form ation:

As provided in AS 42.40.220, in form ation in the possession o f the Corporation 
is public and available to  public inspection at reasonable times.

B. Restrictions on Disclosure:

As fu rth e r provided under such provision and as required by the Alaska 
Railroad Transfer A c t o f 1982 (ARTA) (45 U.S.C. 1204), the following 
inform ation is hereby designated to  be o f a privileged or proprietary nature 
and shall be w ithheld from  public inspection:

1.) As required under Sec. 605(b) (ARTA), certa in  inform ation o f the Federal 
Alaska Railroad available to  the Corporation, including, "proprietary 
business data, personnel records, and other inform ation, the public 
disclosure o f which is prohibited by law;"

2.) personnel records o f the Corporation including but not lim ited  to each
employee's orig ina l application fo r employment and employment
memorandum, resume, any and a ll salary inform ation, reports o f other
employment investigations, tests, any le tte rs  o f recommendation,
reports o f work performance, reports o f the employee's progress,
disciplinary actions, and such other records as may be created in the
employee's in itia l employment and continued service to  the Alaska
Railroad Corporation. Personnel records may be released upon receipt
o f w ritte n  authorization from  the employee, form er employee, or
applicant whose records are requested. Such authorization shall
specifically iden tify  the in form ation authorized fo r release.

* *

For employees who transferred to the Corporation pursuant to P.L. 
97-468, personnel records shall include the employee's O ffic ia l Personnel 
Folder, Emergency Medical Folder, and any copies thereof. Disclosure 
o f inform ation contained in the O ffic ia l Personnel Folder and Emergency 
Medical Folder shall be governed by applicable Federal law and 
regulation;

3.) communications w ith  and work product o f counsel;

4.) a ll other records, documents, data or inform ation o f a privileged or 
proprietary nature, including but not lim ited  to proprietary inform ation 
associated w ith  specific shippers, divisions and contract rate 
agreements, and specifica lly  including a ll information that may be 
w ithheld or protected from  discovery in proceedings before the 
Interstate Commerce Commission consistent w ith the Commission's 
standards and practices;

5.) other inform ation the subject o f which could be discussed in executive 
session under AS 42.40.170;

6.) any other in form ation or records required to be kept confidential by 
Federal or State law o r regulations. . : ■:

EXHIBIT D



January 14, 1987

OPERATING CIRCULAR NO. 37 
ENGINEERING BULLETIN NO. 87-01

To: A ll Concerned ;i*

From: Supt. o f Transportation
Chief Engineer

Subject: Policy fo r  Moose That Have Been Struck by Trains

In addition to Special Instruction No. 6 of Timetable No. 120, the following w ill 
apply.

Crews o f trains that strike moose w ill evaluate the condition of the moose and 
report to the train dispatcher, i.e. is i t  dead, crippled, or has i t  run away?

When the tra in  crew reports the moose dead, the tra in  dispatcher w ill n o tify  the 
appropriate on duty section foreman. I f  a fte r section work hours, the tra in 
dispatcher w ill arrange to have the foreman notified at morning lineup.

I f  the moose was reported as crippled, the tra in  dispatcher w ill no tify  the 
appropriate section foreman so that the wounded animal may be humanely 
dispatched. Overtime is authorized fo r  this purpose. I f  unable to reach thfe 
appropriate section foreman, the tra in  dispatcher w ill try  to contact an adjacent 
section foreman. Engineering Department supervisor, or call a D is tric t Roadmaster 
as applicable.

The section foreman w ill evaluate the carcass. I f  salvageable, the carcass w ill be 
fie ld  dressed. The foreman w ill advise the tra in  dispatcher the road crossing the 
carcass w ill be delivered or tha t the carcass is not. salvageable.

The tra in  dispatcher w ill ca ll the appropriate number below to advise that a moose 
was struck by a tra in  and that a carcass is available fo r  a charity to pick up a t a 
particu lar crossing or that the carcass was not salvageable.

The disposal o f salvageable moose meat is directed by the Division o f Fish and 
W ild life  Protection o f the State o f Alaska Department o f Public Safety (FWP). They 
w ill arrange fo r the carcass to be picked up at the applicable road crossing.

ARRC LOCATION * ALASKA STATE TROOPER DISPATCHER 
Seward to  Portage 262-4453 Soldotna
W hittie r Branch 269-5711 Anchorage
Portage to Matanuska 269-5711 Anchorage
Matanuska to Cantwell 745-4247 . Palmer

(7:30 a.m. -  4:30 p.m; Monday through Friday: a fte r hours ca ll Anchorage) 
Cantwell to  Eielson : 452-2114 Fairbanks

EXHIBIT E



Neither FWP nor any employee o f the ARRC may authorize any non-employee to 
enter upon Railroad property except at road crossings.

No employee may u tilize  any portion o f a tra in  killed moose nor give any part to 
any person except as designated by FWP.

When the salvaged carcass is taken into W hittier, the tra in dispatcher w ill contact 
W hittie r Chief o f Police who w ill arrange fo r the disposal o f the carcass. FWP 
w ill be advised o f the k il l and disposition o f the moose. The number fo r the Chief 
o f Police is 474-2340.

I f  the in itia l report from  the tra in  crew was that the moose ran o ff, only a report 
to the designated telephone number is required.

F. C. Weeks 
Cnief EngineerSupt. o f Transportation

D istribution B, D, & F

DATE AND TIME POSTED. 

POSTED B V ____________
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SPECIAL INSTRUCTIONS

HANDLING OF CARS CONTAINING HAZARDOUS 
MATERIALS:

For train placement, switching restrictions, emergency 
actions by train crews, shipping paper information and 
inspection requirements, refer to the Hazardous 
Materials chart in the back of this timetable.

Switching restrictions for cars placarded with Flammable 
Gas placard and Poison Gas placard apply to empty as 
well as loaded cars. Switching restrictions for 
TOFC/COFC also apply to flat cars with any placarded 
lading.

It will be the yard conductor's responsibility to know if 
any placarded cars are on a track before releasing any 
other cars into that track.

Conductors will review train consist for proper placement 
of all placarded cars. Cars improperly placed will be swit­
ched out to obtain proper placement prior to train 
movement.

The Emergency Response Identification number located 
in the center of each placard or on each waybill, switch 
ticket, or other document used to move hazardous 
materials, provides information and actions to be taken 
in the event of an accident or unintentional release of 
hazardous materials.

Should an accident occur, locate the waybills for cars 
involved or refer to the number on the placard. This four 
digit number is referenced in DOT Publication P.5800.3 
or subsequent issues. Emergency Response Guidebook. 
The book, utilizing the four digit number, will provide vital 
information, the most significant potential hazards and 
gives guidance for Initial actions to be taken by personnel 
involved or engaged In the initial response to an accident. 
Yardmasters, Chief Dispatcher and Trainmasters can pro­
vide the necessary response information from the guide 
book.

Emergency Response Personnel, police, fire, and/or 
medical, will be assisted and allowed access to accidents 
and/or incidents involving hazardous materials.

5. BLOCKING WYES/SIDINGS:

No siding or wye will be blocked with cars, engines, or 
on-track equipment unless authorized by the Train Dis­
patcher.

6. G A M E  ANIMALS/LIVESTOCK:

When trains hit any large animals, train will come to a com­
plete stop and train inspection will be made except when 
it is known animal is clear of track and will cause no 
danger to movement of trains.

Whenever any animals are struck or killed by trains, a 
report must be made to the Train Dispatcher immediately.

7. LOADING AND HANDLING HEAVY EQUIPMENT:

Trains handling cranes, draglines, shovels, and similar 
equipment set up with or without boom attached, must be 
handled under special arrangement.

Yardmasters or agents will insure proper placement of 
steel underframe flat cars of not less than 100,000 pounds 
capacity for loading of equipment specified above. It will be 
the responsibility of the Mechanical Department to inspect 
and accept such loads, advising the Yardmaster or Agent 
of acceptance, giving car number and maximum speed at 
which car may be moved, it will be the responsibility of the 
Yardmaster or Agent to see that no loads such as specified 
above will be placed in trains for movement until they have 
been accepted by the Mechanical Department and the 
Dispatcher has been notified of speed restrictions. Dis­
patcher will issue instructions covering restrictions. 
Equipment with boom attached must be loaded with boom 
trailing unless approval from Dispatcher is obtained for 
movement in forward position. Conductors handling loads 
with boom in forward position, except on work trains, will 
be authorized to do so by message from Dispatcher.



When Moose and Train Meet:

by Jack C  Didrickson and Raymond J. Kramer

EXH I BI T F

O n the last day of February 1985, Alaska Railroad Loco­
motive Number 3006N chugged its way out of the 
Anchorage railroad yards bound for Fairbanks. None 

of its crew realized that an unwanted record would be set before 
it arrived at its destination the next morning. Nineteen moose 
would die that trip, crushed by the locomotive, while the helpless 
crew watched, unable to save the victims. And, as the winter 
snows continued, more moose died on almost every run until 
the annual total for the entire length of the railroad came to 385.

Fortunately, not every year is a duplicate of the winter of 
1984-85. This past winter (1985-86), 17 moose were killed along 
the entire length of the Alaska Railroad.

What causes these mortalities, and what can be done to lessen 
or prevent them? These are questions of primary importance 
to not only game biologists and railroad employees, but also 
to the public, some of whom see this as a shameful situation 
that could be easily remedied. Although many ideas have been 
proposed and tried, there is no one good solution.

Initially, both ADF&G and the Alaska Railroad presumed

that the high mortality in some years occurred simply because 
the moose population periodically fluctuated, with most kills 
occurring when the population was high. We now know this 
is not the case. By correlating the Alaska Railroad’s daily records 
over the years with weather patterns which coincided with the 
chronology of high moose losses, we could see a pattern. In 
years of deep snow depth (three to five feet) for long periods 
of time, moose losses along the tracks drastically increased. 
Conversely, in winter periods of little snow, or when spring 
thaws decreased the snow depths, moose-train incidents 
significantly declined.

A majority of the 1984-85 mortalities occurred on the tracks 
between Willow and Talkeetna, in an area known as Game 
Management Unit (GMU) 14B. This is an area with a large 
moose population, most of which remains in the high reaches 
of the Talkeetna Mountains throughout the summer and fall. 
In winter, as snow and winds increase in these highlands, a large 
number of the moose move down the mountain slopes to their 
critical winter food supply of willows along the Susitna River.

6 Alaska Fish & Game



Unfortunately, both the railroad and the main highway from 
Anchorage to Fairbanks bisect their migration path.

When snows exceed three feet, the moose find these man- 
made “ trails” a convenient place to walk or rest, and therein 
lies the cause o f the mortality. Moose arc somewhat reluctant 
to leave these cleared areas and they have not, for the most part, 
learned to fear trains or autos. As a result, an additional 77 
animals were killed by highway vehicles during the 1985 season. 
Also, many become stressed by deep snow and the lack of near­
by browse. In residential areas along the highway, stressed 
moose belligerently chased dogs, children, and adults, with the 
result that another 40 were killed in defense o f life and proper­
ty, bringing the total loss o f moose in GMU14B to 502. Hunters, 
on the other hand, took only 216 animals in the following 20-day 
September season, before the deep snows set in.

Although a large percentage o f mortalities for all 
years occurs between Willow and Hurricane, with a 
few other “hot spots,”  mortalities are otherwise fair­
ly uniformly distrubuted along the entire length o f 
the tracks; therefore, the problem is not merely a local 
one. A  solution must be provided that works along 
the entire railroad corridor from Seward to Whittier 
to Fairbanks.

Meetings have been held between the Alaska 
Railroad personnel and ADF&G game biologists to 
seek answers and actions, and members o f the public 
have enthusiastically offered innovative ideas, but no 
single, concrete solution has been found.

There are certain realities which must be faced 
where “compromise" simply won’t work. The trains 
must run and they must run on or near schedule; too 
many people and burinesses are dependent on the 
products delivered to interrupt service. Closing down 
the railroad in winter is no solution. Scheduling the 
trains to run only in daylight hours won’t work, with 
only four to five hours o f daylight present during the 
critical months. Accurately predicting where and 
when deep snows will occur is beyond hum an 
technology. We must look to the tracks and trains 
themselves for solutions.

Perhaps the most “ far-out” solution offered so far 
was that o f a giant cushioned rubber bumper attach­
ed to the front o f  the locomotive. Here, laws of 
physics and elasticity come to bear, causing visions 
of a moose being hit at 40 mph, sinking into this giant 
cushion, and then being sprung out in front o f the 
train again, only to be picked up and thrust again, 
endlessly bouncing down the tracks.

Another more realistic attempt was to mount sonic 
whistles on the locomotive which might alert the 
animals. The experiment failed, however. When the 
train moved comparatively slowly, the whistles didn’t 
whistle, and when it was very cold they froze into 
silence.

Slowing the train from 40 to 20 mph in “hot spot” 
areas was another idea. Not only did scheduling dif-

In times of heavy snow, moose make use of 
the cleared areas on the tracks of the Alaska 
Railroad for walking and resting. Here, a 
train has stopped for a moose bedded down 
on the tracks during a snowstorm in the 
winter o f 1985.

M. PennAnchorage D a i ly  N ew s

September—October 1986 1



ficulties make this impossible, but the trains couldn’t climb cer­
tain grades on the icy tracks if momentum was lost.

Decking or covering the ties on trestle bridges to permit 
moose to safely cross was suggested, but this idea was denied 
because speed sensors on the train wheels reportedly will not 
work properly in the presence of the coverings.

One of the major problems in deep snow is that of the “tun­
nel” effect which trains create with their own snow plow on 
the front. In this situation, once a moose is on the track, after 
struggling in deep snow, it won’t leave even with a train bear­
ing down on it. There is little room between the train and the 
wall of snow and the moose are often sideswiped. “Wing plow­
ing,” where special equipment plows 20 feet on either side of 
the tracks seems to have merit in certain areas where topography 
permits, but this is not the complete answer. When the railroad 
bed is significantly higher than surrounding terrain, moose still 
prefer the track bed to jumping down into deep snow.

The best, but perhaps most complicated, scheme offered so 
far is to allow permit hunters to harvest moose along the railway 
corridor, at times when heavy snowfall occurs. Logistically, this 
would prove difficult. First, permits would have to be fairly 
allocated and there would be no guaiantee in any particular 
year that a hunt would be held. The hunt would occur only 
in areas determined to be “hot spots" and then only within a 
narrow corridor along the tracks. When snows are deep, 
snowmachines bog down and would prove worthless. Further­
more, hunters riding snowmachines, or even walking down the 
railroad right-of-way, simply would not be safe; eventually 
someone would be hit by a train.

The only apparent method of getting hunters afield would 
be to run a “hunter train” which could stop in designated areas, 
let hunters off for a period of time, and pick them up later, 
with their harvested moose. This pian, too, offers tremendous 
logistical problems and would require a great deal of common 
sense and wintercraft knowledge on the part of each hunter. 
If regular train schedules were to continue, each hunter would 
have to be back at his designated pickup point precisely on time, 
as the train could not delay its schedule. A hunter who took 
an animal too far away would perhaps have to leave all or part 
of his moose behind; this is a violation of wanton waste laws 
and would defeat the purpose of obtaining the meat.

Based on random permit drawing, there is a chance that some 
inexperienced hunters might be drawn who would have no idea 
of the severity of camping out in -40° weather. To leave them 
out in these conditions overnight could prove disastrous, par­
ticularly if a storm occurred. Inevitably, someone would get 
lost, frostbitten, or hypothermic

For lack of a workable solution, the problem is far from 
resolved. We would all like to see a harvest shift from trains 
to hunters. In Canada, Sweden, Norway, and Russia, game 
managers are also seeking answers to this problem, but as yet 
no economically feasible solution has been found. Fencing both 
sides of the railway would not only be exorbitantly expensive, 
but would also cut the moose off from their winter habitat. 
Overpasses or underpasses, with wing fences to funnel the 
animals onto these routes, have shown promise in Europe, but

Frank Box, boilermaker for the Alaska 
Railroad, welds one of two lights that were 
attached tt the locomotives to chase moose 
off the tracks.

because of the great mileage involved would require literally 
millions of dollars to accomplish effectively in Alaska. Just such 
an underpass has been proposed outside Anchorage under the 
Glenn Highway; the results of this experiment will tell us much 
over the next, few years.

Can our railbelt moose populations sustain these losses? The 
answer is a cautious “yes,” with the adjustment of seasons and 
bag limits, but game managers would prefer to see a better use 
for the tons of meat that are spoiled by a train’s crushing impact.

As Alaska moves into the 21st century, answers to this vex­
ing problem may be found. In the meantime, game biologists 
must continue to obtain basic biological information to justify 
attempts at possible solutions.

Jack C. Didrickson, who has been \ 1th the department since 
1959, serves as Area Game Biologist with the Division of Game, 
ADF&G, Palmer.

Raymond J. Kramer serves as Game Biologist, Division of 
Game, ADF&G, Anchorage.
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Resolution No. 85-5: 
Relating to  the po licy o f 
H iring Alaska Residents

WHEREAS the Board o f D irectors o f the Alaska Railroad Corporation 

has examined corporate sta tis tics to  determine the ra tio  o f Alaska residents 

hired to  non-residents; and

WHEREAS th is examination reveals tha t nearly a ll new employees 

were Alaskans a t the tim e  o f employment; and

WHEREAS sound ju s tifica tio n  existed fo r  the employment o f those 

non-residents;

NOW, THEREFORE, BE IT RESOLVED th a t management o f the 

Corporation continue th is performance in  hiring Alaska residents to  develop and 

to  m aintain a viable and stable workforce fo r  both the Corporation and the State 

o f Alaska.

EXHIBIT G



BGC/CftSHFlOU The Alaska Railroad Corporation
C:BUD6ET86 Cash Flow Analysis

1985
January February March April May June July August Septesber October November December Total

Incoae
IIIIIIIH I HHHIHH HHHHiH llllll HHHItiHWHHm m n HHIHUIHHHIHnmtfrH

Freight 
Passenger 
Real Estate Other

$3,445
38

340
418

$3,993
38

340
410

$4,158
38

340410

$5,157
40

340410

$5,963
290340
410

$6,057
1,100

340
410

$6,178
1,200

340410

$6,113
1,100348410

$5,643
540
340410

$4,784
58

340410

$4,094
58

340410

$4,094
60

340
410

$59,671
4,520
4,8804,920

Total Irxxae $4,225 $4,773 $4,938 $5,947 $7,803 $7,907 $8,128 $7,963 $6,933 $5,584 $4,894 $4,904 73,191

Expenditures
Freight 
Passenger 
Real Estate 
Other

$4,228
68
24

310

$4,445
60
25

310

$4,520
68
25

318

$4,450
158
38

310

$4,515
458
38

310

$4,915
1,515

38
310

$4,915
1,535

30
310

$4,915
1,585

38
310

$4,615
855
30

310

$4,565
150
38

318

$4,350
150
38

310

$4,350
150
38

310

$54,775
6,640

344
3,720

Total Expenditures $4,614 $4, T48 $4,915 $4,940 $5,385 $6,770 $6,790 $6,760 $5,810 $5,855 $4,840 $4,840 65,479

Net Income
Freight 
Passenger 
Real Estate 
Other

($775)
(38)
316
188

($452)
(38)
315
188

($370)
(38)
315
180

$787
(110)
318100

$1,448
(160)
310
100

$1,142
(415)
310
108

$1,263
(335)
310
100

$1,198
(405)
310
100

$1,828
(315)
310
100

$219
(100)
310
100

($256)
(100)
310
100

($256)
(90)
310
100

$4,8%
(2,120)
3,736
1,200

Cash Flow ($389) ($67) $15 $1,007 $1,698 $1,137 $1,338 $1,203 $1,123 $529 $54 $64 $7,712
'predation $480 $488 $408 $480 $400 $400 $400 $400 $400 $400 $400 $400 $4,800

Net Incoae (Loss) ($789) ($467) ($385) $687 $1,298 $737 $938 $803 $723 $129 ($346) ($336) $2,912
Accuaulatsd Cash Flow $4,511 $4,444 $4,459 $5,466 $7,164 $8,381 $9,639 $10,842 $11,965 $12,494 $12,548 $12,612 $12,612

NOTE: Assuaes Starting January balance of $4,900,008 working capital fund provided by state. 
Toes not include interest earned on cash flow
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