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LE GISLATIVE A F F A I R S  A G E N C Y

M E M O R A N D U M  December 11, 1986

P O U C H Y  S I A I t C A F H C H  

J U N 1 A U  A t A S K A f l ' J H I  I

•J07 4£>5 J 8 0 0

SUBJECT: Alaska Railroad Corporation Act
(Work Order No. 15-0271)

TO: Representative Bette Cato

FROM: George Ute rm o hl | ^/
Legislative Counsel

You have asked a number of questions regarding the Alaska 
Railroad Corporation (ARR). This memorandum is in answer to 
those questions.

ONE: WHAT ARE THE LEGAL AND ECONOMIC EFFECTS OF THE
EXEMPTIONS CONTAINED IN AS 42.40.920?

AS 42.40.920 specifically exempts ARR from compliance with 
eleven parts of the statutes.

(1) AS 19

AS 19 addresses highways and ferries. Generally AS 19 is 
irrelevant to ARR, however there are some sections that 
could affect railroad operations. In AS 19.05 - 19.40 
"utility" is defined to include railroads, so that those 
provisions of AS 19 addressing the interactions between the 
Department of Transportation and Public Facilities (DOTPF) 
and utilities also apply to railroads. In particular 
AS 19.25.010 - 19.25.020 provides that utilities may be 
located in highway right-of-ways with the approval of DOTPF 
and that utilities can be removed from highway right-of-ways 
if necessary to construct or repair highways.

The economic effect of this provision is to free ARR from 
the obligation to consult with DOTPF before locating its 
tracks within a highway right-of-way or to remove tracks 
from a highway right-of-way. The exemption puts ARR in a 
better position to negotiate with DOTPF for relocation of 
tracks from highway right-of-ways, so that DOTPF may have to
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bear a larger portion of the cost of relocation. If ARR did 
not have this exemption, it would be in the same position as 
other utilities such as power companies, gas companies, and 
other railroads.

(2) AS 30.15

AS 30.15 provides for state participation in port develop­
ment projects by authorizing grants to municipalities. The 
selection and support of port development projects is sub­
ject to some control by DOTPF. ARR is exempted from this 
process for port development.

This exemption enhances the autonomy of ARR more than it 
promotes economic efficiency of the railroad. Without the 
exemption ARR may have its port development projects com­
plicated by cooperation with municipalities and DOTPF, but 
the economic cost of the cooperation should not be signifi­
cant .

(3) AS 35

AS 35 relates to the construction of public facilities. ARR 
is exempt from several significant provisions of this title.

AS 35.05.010 designates DOTPF as the agency responsible for 
construction of public works in the state.

AS 35.10.015 delegates responsibility for enforcement of 
regulations for handicapped access to public buildings to 
DOTPF.

AS 35.10.025 requires that state facilities comply with 
local building codes.

AS 35.10.090 - 35.10.120 makes DOTPF responsible for estab­
lishing priorities for port development and for applying for 
federal funds for harbor facilities.

AS 35.10.160 makes DOTPF responsible for the planning, 
design, and construction of public facilities. This section 
also requires that life-cycle costing be used in estimating 
the total cost of proposed public facilities.

AS 35.27.020 requires that one per cent of the construction 
cost of public facilities be allocated to art in public 
places.
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AS 35.30 requir°s that DOTPF and University of Alaska build­
ing projects receive the approval of municipal planning 
authorities.

ARR receives a considerable economic benefit from the 
exemptions from state handicapped access regulations, par­
ticipation in the one-per cent-for-art program, and compli­
ance with municipal building codes and planning ordinances.

The exemption from state handicapped access regulations may 
not mean any real economic benefit to ARR. ARR is still 
subject to federal regulations regarding handicapped access 
to federally licensed common carriers and to demands of the 
market that the railroad serves.

(4) AS 37.05

AS 37.05 is the Fiscal Procedures Act. The act requires 
that state agencies submit annual financial reports and 
statements. The act also makes the Department of Adminis­
tration responsible for accounting, public records, purchas­
ing, and space leasing for state agencies. AS 37.05.230 
requires competitive bidding for goods and services pur­
chased by state agencies and grants a bidder's preference to 
Alaskan businesses. AS 37.05.230 will be repealed on July 
1, 1987 and replaced by provisions of the State Procurement 
Code (AS 36.30).

This exemption gives greater autonomy to ARR, but does not 
confer a measurable economic benefit on ARR.

(5) AS 37.07

AS 37.07 is the Executive Budget Act. The act requires the 
governor to prepare and the legislature to review budgets 
for state agencies. The effect of this exemption is to 
assure the autonomy of ARR. There is no significant economic 
benefit to ARR as a result of this exemption.

(6) AS 37.10.010 - 37.10.060

AS 37.10.010 - 37.10.060 requires the Department of Adminis­
tration to disburse money for state agencies and the Depart­
ment of Revenue to deposit in the state treasury all money 
received by state agencies. The exemption from these pro­
visions assures autonomy for ARR without conferring an 
economic benefit.
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(7) AS 37.10.085

AS 37.10.085 prohibits the state from subscribing to capital 
stock of corporations, from lending credit to corporations, 
and from borrowing money for the use of a corporation. This 
exemption permits ARR to invest its funds in corporations 
and enhances the autonomy that ARR has over its own capital.

(8) AS 37.20

AS 37.20 establishes procedures for receipt of money, prop­
erty, and land from the federal government. This exemption 
allows ARR to receive aid from the federal government with­
out having to receive the aid through the governor, Depart­
ment of Administration, or the Department of Natural Resources. 
This exemption enhances the autonomy of ARR by freeing ARR 
from having to cooperate with other agencies in order to 
receive federal aid. There is no particular economic benefit 
to ARR associated with this exemption because ARR could still 
receive federal aid through the processes established in 
AS 37.20.

(9) AS 37.25

AS 37.25 establishes the lapse date for one yeai appropria­
tions and for capital appropriations. This exemption makes 
it necessary for an appropriation to ARR to specifically 
designate a lapse date.

(10) AS 38

AS 38 relates to the management of state lands. Under AS 33 
land in the public domain is managed by the Department of 
Natural Resources. The disposal of state land to private 
owners and to municipalities and the exchange of land 
between state, federal, and municipal governments and pri­
vate landowners is also controlled under AS 38.

Most provisions of AS 38 would affect ARR only indirectly by 
establishing procedures for the use and management of rail-" 
road lands. However AS 38.35.020 provides for pipeline right- 
of-ways across state lands including railroad lands. By 
exempting ARR from the pipeline right-of-way provisions a 
pipeline company must negotiate a right-of-way across rail­
road lands just as if ARR was a private company.
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The exemption from AS 38 enhances the autonomy of ARR by 
allowing ARR to manage its own land. The exemption does not 
confer a direct economic benefit on ARR, but may indirectly 
result in savings for land management costs associated with 
the detailed notice and public hearing requirements of AS 38.

(11) AS 44.62.040 - 44.62.320

AS 44.62.040 - 44.62.320 relates to the procedures for the 
adoption of regulations and for public meetings. The opera­
tion of ARR is controlled by rules adopted by the Board of 
the corporation in accordance with the procedures set out in 
AS 42.40.180. The Drocedures under AS 42.40.180 are analn-
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Since ARR must adopt procurement procedures equivalent to 
the State Procurement Code, ARR is not truly exempt.

The only effect of this exemption is that it reflects the 
legislature's acknowledgement of the relatively independent 
status of ARR.

TWO: YOU HAVE STATED THAT YOU WOULD LIKE TO SEE ARR PROVIDE
MORE INFORMATION ON ITS REVENUES, RATES, FINANCES, AND 
OPERATIONS. THE FOLLOWING IS A SUMMARY OF REPORTS REQUIRED 
OF ARR.

Ninety days after the end of ARR's fiscal year on December 
31 ARR must prepare an annual report relating to the opera­
tions and financial conditions of the corporation.
(AS 42.40.260) Every five years the annual report must con­
tain a report on offers to sell the railroad. The annual 
report is subject to restrictions on the release of confi­
dential information (AS 42.40.220); these restrictions may 
limit the informational value of the annual report.

ARR must prepare an oversight report when a significant and 
permanent expansion, reduction, or diversification is made 
in the level and nature of services provided and when the 
ARR applies to the legislature for a subsidy to provide rail 
service. (AS 42.40.280) The report must include discussions 
on the financial impact the railroad, on the impact of the 
action on the level and nature of services, on the reasons 
for the action, on whether and when the project will be self- 
supporting, and on whether the subsidy has been calculated 
in accordance with the standards of the Interstate Commerce 
Commission. ARR has not been required to prepare an over­
sight report to date.

ARR must prepare a five year capital improvement plan and 
update it annually. (AS 42.40.290) The plan must explain 
the manner in which the ARR will achieve the purposes of the 
Alaska Railroad Corporation Act. ARR must submit the report 
to the legislature by December 1 of each year. ARR has pre­
pared the five year plan and at least one annual update.
The update for 1986 has not been released yet.

The governor is required to contract with a private consul­
tant for a special report on the long term operations of the 
railroad that are in the best interest of the state. The 
report must include specific recommendations on operational 
alternatives and on transfer of all or part of the railroad
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operations to the private sector. The report is due February 
1, 1987. The funds for this report lapsed without being 
spent. The consultant was never hired. This report has not 
been and is not likely to be completed.

THREE: WHAT ARE THE REQUIREMENTS FOR THE SALE OF THE RAIL­
ROAD? WHAT IS THE TIME FRAME? WHAT HAS BEEN DONE TO DATE? 
WHAT HAPPENS IF ARR DOES NOT COMPLY WITH THE STATUTE?

There is no specific requirement that the railroad be sold.
AS 42.40.940 authorizes the governor to sell or lease the 
railroad and dissolve the Alaska Railroad Corporation if

(1) it can be assured that the railroad will continue 
to operate after the sale or lease; and

(2) under the terms of the sale or lease, the state 
will receive the amount of money it has spent in con­
nection with the Alaska Railroad.

The legislature must approve any sale.

AS 42.40.260(b) requires ARR to include in its annual report 
once every five years

an analysis of potential sale arrangements whereby the 
corporation may be transferred into r .";vate ownership.
The analysis shall include documentation of at least 
three offers to sell the corporation initiated by the 
corporation during the last five years.

This language can be construed as a requirement that ARR 
make three offers to sell the railroad every five years, but 
this language does not require the railroad to be sold.

There is no time period in which the railroad must be sold.
The only time period involved is the requirement that ARR 
report on three offers to sell the railroad every five years.

To date ARR has made no offers to sell the railroad. The 
annual report containing information on offers to sell the 
railroad is due by 1990.

AS 42.40 contains no sanctions for failure to sell the rail­
road or to make the offers to sell the railroad. If ARR 
does not make the offers to sell the railroad, the only result 
will be that the railroad will not be sold.



Please contact me if you have further questions regarding 
the Alaska Railroad Corporation Act.

G U :mkr 
m7/061



P.O. Box Y, State Capiiol 
Juneau, Alaska 99811-3100 

Mail Stop 3100 
(907) 465-3991

January 16, 1987

MEMORANDUM

TO: Representative Bette Cato

ATTN: Wendy Chamberlain

FROM: Penelope WeyhrauchnSP
Legislative AnalystP\

RE: Exemptions to and Sale Provision of the Alaska Railroad Act
Research Request 87.057

You asked for a discussion of the Alaska Railroad Act exemptions and what 
effect repealing the exemptions might have on the Alask: Railroad Corpora­
tion. You also asked for a discussion of the requirement relating to 
offering the railroad for sale, and whether or not the Alaska Railroad 
Corporation is complying with this requirement.

Alaska Railroad Act Exemptions

I contacted the Alaska Railroad Corporation (ARRC) and asked them to 
discuss how the corporation would be affected by repealing the exemptions 
listed in AS 42.40.920. I asked Tad Lewis. General Counsel for the ARRC, 
v/hat specific effect on the corporation's revenue and operations the repeal 
of each of the statutory exemptions would have. Mr. Lewis' letter of 
response is attached. You will note that the response is very general.

Offering the Alaska Railroad for Sale

Alaska Statutes 42.40.260(b) states that "Every five years the 
[corporation's] anni al report shall include an analysis of potential sale 
arrangements whereby the corporation may be transferred into private owner­
ship. The analysis shall include documentation of at least three offers to 
sell the corporation initiated by the corporation during the last five 
years."

According to Jack McGee, Assistant Alaska Attorney General, AS 42.40.260(b) 
provides all the guidelines available for ARRC to follow to meet the offer- 
to-sell requirement. Mr. McGee said that the first fivp-year period beqan 
on January 5, 1985, at the time ownership for the railroad passed from the
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federal government to the State. The ARRC is required to offer the rail­
road for sale three times before January 5, 1990.

Mr. McGee said that he interprets the statutory offer-to-sel1 requirement 
to mean that the ARRC must actively solicit offers and not just advertise 
that the railroad is for sale. Mr. McGee said that if the corporation does 
not comply with the statutory requirement, the legislature would probably 
take action, the severity of which would depend on how strongly they 
believed that the railroad should be transferred to private ownership.

I asked Mr. Lewis if the ARRC has taken any steps to begin complying with
the statute. He said that at the last corporation board meeting, the board
asked the ARRC's legal counsel to begin looking at different ways the cor­
poration could approach complying with the requirement. Mr. Lewis men­
tioned that the board discussed the form in which offers should be con­
ducted and how a sale will be most advantageous to the State. Mr. Lewis 
said that an offering to sell will probably be in the form of a solicita­
tion of proposals to buy the railroad.

Mr. Lewis referenced federal restraints (included in the Alaska Railroad 
Transfer Act) in regard to selling the railroad. He said that one
restraint is that if the railroad were sold within five years of the 
transfer of the railroad to State ownership, any profit from the sale
reverts to the federal government. This restraint was included in the act 
because the federal government wanted the State to operate the railroad for 
at least five years. Mr. Lewis said that this restraint makes it more bene­
ficial for the State to retain the railroad until after 1990.

* * * *

I have attached tha Alaska Railroad Corporation Act (AS 42.40.010-980) for 
your information. If you would like the ARRC to provide more specific 
information on eac i of the exemptions, please let me know and I will write 
a second letter to the corporation.

PW

Attachments
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M s .  P e n e l o p e  W e y h r a u c h  
L e g i s l a t i v e  A n a l y s t  

A l a s k a  S t a t e  L e g i s l a t u r e  H o u s e  o f  

R e p r e s e n t a t i v e s  R e s e a r c h  A g e n c y  

P . O .  B o x  Y 
S t a t e  C a p i t a l

J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 1 0 0  

D e a r  M s .  W e y h r a u c h :

Y o u r  l e t t e r  d a t e d  D e c e m b e r  4, 1 9 8 6  to M r.  L a r r y  W o o d ,  G e n e r a l  

C o u n s e l  o f  t h e  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 ,  w a s  r e f e r r e d  to m e  

f o r  r e s p o n s e .

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

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 R R C " )  m i g h t  e x p e r i e n c e  if t h e  

s t a t u t o r y  e x e m p t i o n s  in A S  4 2 . 4 0 . 9 2 0  w e r e  r e p e a l e d .  

U n f o r t u n a t e l y ,  y o u r  q u e s t i o n  d o e s  n o t  a v a i l  i t s e l f  of a s i m p l e  
r e s p o n s e .

In o r d e r  t o  a n s w e r  y o u r  q u e s t i o n ,  it is  i m p o r t a n t  t o  u n d e r s t a n d  

t h e  v a r i o u s  l a w s  a n d  a g r e e m e n t s  w h i c h  c i r c u m s c r i b e  A R R C ' s  

e x i s t e n c e  a n d  o p e r a t i o n s .  T h e  f e d e r a l  A l a s k a  R a i l r o a d  T r a n s f e r  

A c t  ( " A R ^ A " ) ,  4 5  U . S . C .  §§120 1- 121 4,  a u t h o r i z e d  t h e  t r a n s f e r  of 

t h e  A l a s k a  R a i l r o a d  to A R R C  and. e s t a b l i s h e d  t h e  g r o u n d  r u l e s  

f o r  t h e  S t a t e ' s  p u r c h a s e  of  t h e  R a i l r o a d .  A s  p a r t  o f  t h a t  a c t ,  

t h e  S t a t e  w a s  r e q u i r e d  to m a k e  c e r t a i n  d e c l a r a t i o n s  a n d  

a g r e e m e n t s  to a b i d e  b y  t n e  s a l e  terras. T h e  s t a t e  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 c t  ( " A R C A " ) ,  A S  4 2 . 4 0 . 0 1 0 - . 9 9 0 ,  

i m p l e m e n t e d  t h e  S t a t e ' s  c o m m i t m e n t s  a l l  w i t h i n  t h e  r e q u i r e m e n t s  

o f  A R T A  t h r o u g h  t he  c r e a t i o n  o f  a p u b l i c  c o r p o r a t i o n  to o w n  a n d  

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

A R T A ,  t h e  S t a t e ' s  o w n  d e c l a r a t i o n s  a n d  a g r e e m e n t s  to a b i d e  b y  

t h o s e  s a l e  terras, a n d  A R C A  i n s u r e  t h a t  t h e  S t a t e - o w n e d  r a i l r o a d  

s h a l l  b e  a r a i l  c a r r i e r  g e n e r a t i n g ,  r e t a i n i n g ,  a n d  m a n a g i n g  i t s  

o w n  r e v e n u e s  f o r  r a i l r o a d  p u r p o s e s  to b e t t e r  s e r v e  A l a s k a ' s  

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

c h a r a c t e r i s t i c s  of t h e  p u b l i c  c o r p o r a t i o n  to c o n f o r m  to t h i s  
e x p e c t a t i o n ,  A l a s k a ' s  l e a d e r s h i p ,  b o t h  f e d e r a l  a n d  s t a t e ,  g a v e  

A R R C  e n o u g h  i n d e p e n d e n c e  to c o n d u c t  I t s  a c t i v i t i e s  as a



Ms. Penelope Weyhrauch 
January 12, 1987 
Page 2

s e p a r a t e  a n d  v i a b l e  e c o n o m i c  e n t i t y .  E x e m p t i o n s  f r o m  lav/s

w h i c h  a p p l y  to s t a t e  a g e n c i e s  m e a n  g e n e r a l l y  t h a t  A R R C  

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

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

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

a g r e e m e n t s ,  p r o m u l g a t e s  i t s  o w n  r u l e s  a n d  r e g u l a t i o n s  to g o v e r n  

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

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

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

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

c o d e s  s u b s t a n t i a l l y  e q u i v a l e n t  to S t a t e  m o d e l s ,  f i n a n c i a l  a n d  

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

a p p r o v a l  o f  c e r t a i n  r e a l  e s t a t e  t r a n s a c t i o n s ,  a n d  l o n g - r a n g e  
c a p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  p l a n s .  T h i s  w i s e  b l e n d  o f  

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

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

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

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

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

A s  a r e s u l t  o f  t h e  d u a l  l e g i s l a t i v e  d e s i r e s  o f  s e l f - s u f f i c i e n c y  

a n d  p u b l i c  a c c o u n t a b i l i t y  a l l  w i t h i n  t h e  c o n f i n e s  o f  A R T A ,  t h e  

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

o t h e r  p u b l i c  c o r p o r a t i o n  in A l a s k a .  T h i s  is r e f l e c t e d  in t h e  

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

1 9 8 4  A l a s k a  S e s s i o n  L a w s ,  C h a p t e r  1 5 3 ,  S e c t i o n  1. T h e  f i n d i n g s  

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

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

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

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

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

b u s i n e s s  m a n a g e m e n t  p r a c t i c e s .  A l s o ,  A R C A  c r e a t e s  a " v i a b l e  

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

R a i l r o a d  to  t h e  p r i v a t e  s e c t o r . "  A R C A  a n d  i t s  l e g i s l a t i v e  

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

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

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

I n d e e d ,  A S  4 2 . 4 0 . 2 6 0  r e q u i r e s  t h a t  A R R C ' s  a n n u a l  r e p o r t  c o n t a i n  

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

i n c l u d i n g  d o c u m e n t a t i o n  o f  at l e a s t  t h r e e  o f f e r s  to s e l l  A R R C .

U n d e r  A S  4 2 . 4 0 . 9 2 0 ,  A R R C  is e x e m p t  f r o m  t h e  f o l l o w i n g  s t a t u t e s :
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(9) A S 3 7 . 2 5 ;

(10) A S 38;

( U ) A S 4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0 .

A  c a r e f u l r e v i e w  of t h e s e  s t a t u t e s

c o n f l i c t s  w i t h  A R C A  o r  A R T A  

p o w e r s  a n d  d u t i e s  o f  t h e  

P u b l i c  F a c i l i t i e s  ( " D O T / P F " )  
o p e r a t e  t r a n s p o r t a t i o n  

a i r p o r t s  a n d  w a t e r  a n d

d e m o n s t r a t e s  h o w  e a c h  

T i t l e s  19 a n d  35 s e t  f o r t h  t h e  

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  

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

h a r b o r  f a c i l i t i e s ,  a n d  to p l a n  a n d

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

b r e a k w a t e r s .  S i n c e  A R R C  o p e r a t e s  a s  a s e l f - s u s t a i n i n g  p u b l i c  

c o r p o r a t i o n ,  e x e m p t i o n s  f r o m  T i t l e s  19 a n d  35 i n s u r e  t h a t  A R R C  
is r e s p o n s i b l e  f o r  i t s  o w n  f a c i l i t i e s  a n d  o p e r a t i o n s .

A S  3 0 . 1 5  p r o v i d e s  f o r  s t a t e  

c o n s t r u c t i o n  o f  l o c a l  p o r t  

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

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

g r a n t s  o f  m o n i e s  a n d

f a c i l i t i e s . 

u s i n g  A R R C

A R R C ' s

l a n d  f o r  

e x e m p t  i on

f u n d s  or l a n d s  fo r

37 a r e  r e q u i r e d  b y  A R T A  w h i c h  

b y  t h e  s t a t e - o w n e d  r a i l r o a d  

t h e  s t a t e - o w n e d  r a i l r o a d  f o r  

4 5  U . S . C .  §12 0 7 ( a ) ( 5 ) .  A S  

A c t ,  e s t a b l i s h e s  u n i f o r m

E x e m p t i o n s  f r o m  p o r t i o n s  o f  T i t l e  

s t a t e s  t h a t  " r e v e n u e s  g e n e r a t e d  

s h a l l  be r e t a i n e d  a n d  m a n a g e d  b y  

r a i l r o a d  a n d  r e l a t e d  p u r p o s e s . "

3 7 . 0 5 ,  t h e  F i s c a l  P r o c e d u r e s  

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

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

t o  s u b m i t  r e p o r t s ,  d o c u m e n t s ,  a n d  s t a t e m e n t s  to t h e  D e p a r t m e n t  

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

f u n d s  r e c e i v e d  b y  s t a t e  a g e n c i e s  to be  d e p o s i t e d  in t h e  s t a t e  

t r e a s u r y ,  m a k e s  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  r e s p o n s i b l e  

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

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

r e p o r t i n g  r e q u i r e m e n t s .  T h e  e x e m p t i o n  f r o m  A S  3 7 . 0 5  c o n f o r m s  

t o  A R T A  b y  a l l o w i n g  A R R C  to m a i n t a i n  a n d  c o n t r o l  it s o w n  
a c c o u n t s  a n d  to  a c t  as i t s  o w n  p u r c h a s i n g  a g e n t .

T h e  e x e m p t i o n  f r o m  A S  3 7 . 0 7 ,  t h e  E x e c u t i v e  B u d g e t  A c t ,  a l s o  

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

r e v e n u e s  a s  a s e p a r a t e  e c o n o m i c  e n t i t y .

A S  3 7 . 1 0 . 0 1 0  . 0 6 0  d e s i g n a t e s  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n

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

h o a r d s  a n d  c o m m i s s i o n s  to a c c o u n t  to t h e  D e p a r t m e n t  o f  R e v e n u e  

t o r  m o n e y s  r e c e i v e d .  A g a i n ,  a n  e x e m p t i o n  f r o m  A S  3 7 . 1 0 . 0 1 0  to 

3 7 . 1 0 . 0 6 0  a l l o w s  A R R C  to m a n a g e  its o w n  r e v e n u e s .

A S  37 25 d e t e r m i n e s  w h i c h  u n e x p e n d e d  a p p r o p r i a t i o n s  l a p s e  an d 

w h i c h  d o  n o t .  T h i s  e x e m p t i o n  i n s u r e s  t h a t  a ll  A R R C ' s  m o n i e s  
a r e  a v a i l a b l e  t.o it f r o m  y e a r  to y e a r .

A S  3 7 . 1 0 . u 8 5  p r o h i b i t s  p o l i t i c a l  ; ubd i >/ i s i o n s  f r o m  s u b s c r i b i n g  
to t h e  s t o c K  o f  j c o r p o r a t i o n  h m  r r o m  l o a n i n g  cr-'Jit or



Ms. P e n e l o p e  W e y h r a u c h  

J a n u a r y  1 2 ,  1 9 8 7  

P a g e  4

b o r r o w i n g  m o n e y  f o r  a c o r p o r a t i o n ' s  u s e .  E x e m p t i o n  f r o m  A S  

3 7 . 1 0 . 0 8 5  p e r m i t s  A R R C  to m a n a g e  i ts  r e v e n u e s  b y  p l a c i n g  i t s  

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

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

A S  3 7 . 2 0  a u t h o r i z e s  t h e  g o v e r n o r  to a c c e p t  f e d e r a l  g r a n t s  a n d  

t r a n s f e r s  o f  p r o p e r t y .  T r a n s f e r r e d  l a n d  f a l l s  w i t h i n  t h e  

j u r i s d i c t i o n  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  A R R C ' s  

e x e m p t i o n  f r o m  A S  3 7 . 2 0  i n s u r e d  t h a t  f e d e r a l  r a i l r o a d  p r o p e r t y ,  

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

s t r u c t u r e s ,  w o u l d  b e  d i r e c t l y  c o n v e y e d  t o  A R R C  r a t h e r  t h a n  to 

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

T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s .

T i t l e  38 s t a t e s  t h a t  t h e  l a n d s  o f  t h e  s t a t e  a r e  t o  be  m a n a g e d  

b y  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .  E x e m p t i o n  f r o m  T i t l e  

38 c o n f o r m s  t o  A R T A ' s  a n d  A R C A ' s  m a n d a t e  t h a t  A R R C  m a n a g e  

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

A S  4 4 . 6 2 . 0 4 0  to 4 4 . 6 2 . 3 2 0 ,  m u c h  o f  t h e  A d m i n i s t r a t i v e  

P r o c e d u r e s  A c t ,  p r o v i d e  p r o c e d u r e s  f o r  a d o p t i n g  a n d

i m p l e m e n t i n g  r e g u l a t i o n s  in s t a t e  g o v e r n m e n t .  T h e s e  p r o v i s i o n s  

a r e  s u p p l a n t e d  b y  A R C A ' s  A S  4 2 . 4 0 . 1 7 0  - . 2 7 0 ,  w h i c h  c a l l  f o r

p u b l i c l y  a d o p t e d  r u l e s  b y  A R R C ' s  b o a r d  o f  d i r e c t o r s .

T h e  e r a d i c a t i o n  o f  o n e  or  m o r e  o f  t h e  A R C A  e x e m p t i o n s  w i l l  

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

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

w a s  c r e a t e d  by A l a s k a ' s  s t a t e  a n d  f e d e r a l  l e a d e r s h i p .

F u r t h e r m o r e ,  t h r o u g h  t h e  d e v e l o p m e n t  o f  i t s  o w n  p e r s o n n e l ,  

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

l e a s e  p l a n s ,  p o l i c i e s ,  a n d  p r o c e d u r e s ,  A R R C  s t a n d s  r e a d y  f o r  

e x p e d i t i o u s  t r a n s f e r  to t h e  p r i v a t e  s e c t o r .  T h e  s h o r t  h i s t o r y  
o f  A R R C  o p e r a t i o n s  h a v e  u n d e r s c o r e d  t h e  w i s d o m  o f  t h e  

l e g i s l a t u i e 's o r i g i n a l  d i r e c t i o n .  W e  v e r y  m u c h  s u p p o r t  t h a t  
m i s s i o n  a n d  w o u l d  m o s t  a p p i e c i a t e  t h e  o p p o r t u n i t y  to c o m m e n t  

u p o n  p r o p o s e d  l e g i s l a t i o n  to c h a n g e  o r  a m e n d  it.

I h o p e  t h i s  a d e q u a t e l y  a n s w e r s  y o u r  q u e s t i o n .  P l e a s e  f ee l f r e e  

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

Y o u r s  v e r y  t r u l y ,

E. T h a d d e u s  L e w i s  
A s s o c i a t e  G e n e r a l  C o u n s e l

cc: F. G. f u r p i n

L. D. Wood, Esq.

3 5 0 5 L
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§ 4 2 . 4 0 .0 1 0  P u b l i c  U t i l i t i e s  a n d  C a r r i e r s § 4 2 .4 0 .0 2 (

C h a p t e r  4 0 . 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 .
Article
1. E a tf lb liH h n ie n t u n d  O r g a n iz a t io n  (66 -I2 .4U .010 -  4 2 .4 0 .0 6 0 1
2 . M a n a g e m e n t  (§5 4 2 .4 0 .1 0 0  —  4 2 .4 0 .1 2 0 i
3 . A d m in i s t r a t i v e  P r o v is io n s  ( f §  4 2 .4 0 .1 5 0  — 4 2 .4 0 .2 3 0 1
4. P o w e rs  a n d  D u tie s  (64 4 2 .4 0 .2 5 0  — 4 2 .4 0 .3 1 0 )
5. C o r p o r a t io n  P r o p e r ty  (64 4 2 .4 0 .3 5 0  —  4 2 .4 0 .4 5 0 )
6. F in a n c ia l  P r o v is io n s  (§4 4 2 .4 0 .5 0 0  —  42  4 0 .5 4 0 )
7. B o n d s  (66 4 2 .4 0 .6 0 0  —  4 2 .4 0 .7 0 0 )
8. P e r s o n n e l  a n d  L a b o r  R e la t io n s  t$4 4 2 .4 0 .7 0 5  —  4 2 .4 0 .8 9 0 )
9  G e n e r a l  P r o v is io n s  (§6 42  4 0 .9 0 0  —  4 2 .4 0 .9 9 0 )

C r o s s  r e f e r e n c e s .  —  F o r l e g is la t iv e  
f in d in g s  a n d  p u rp o s e  in  e n a c t in g  th is  
c h a p t e r ,  s e e  4 1, c h .  153 . S L A  1 9 8 4  in  th e  
T e m p o r a r y  a n d  S p e c ia l  A c ts ; fo r s p e c ia l 
r e p o r t s  r e q u i r e d ,  see  4 3 . ch . 153 . S L A  
1984 in  th e  T e m p o r a r y  a n d  S p e c ia l  A ct*

L e g i s l a t i v e  h i s to r y ' r e p o r t s .  — F o r 
l e g is la t iv e  l e t t e r  o f  i n t e n t  r e l a t i n g  to  ch . 
153. S L A  1934 iS C S  C S H B  5 1 2  iK im  a m  
S i. s e e  1984 S e n a te  J o u r n a l ,  p 3221

A r t i c l e  1. E s t a b l i s h m e n t  a n d  O r g a n i z a t i o n .

S ec tio n
10 E s t a b l i s h m e n t  o f  t h e  c o rp o ra t io n  
20  B o a r d  o f  d i r e c to r s  
30 . T e r m  o f  o ff ice

Section
10. V a c a n c ie s

5 0  C o m p e n s a t io n  a n d  e x p e n s e s  
6 0  B o a rd  o ff ic e rs

i t
■ J *

r

S e c .  4 2 .4 0 .0 1 0 .  E s t a b l i s h m e n t  o f  t h e  c o r p o r a t i o n .  T h e r e  is  e s ­
t a b l i s h e d  t h e  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 .  T h e  c o r p o r a t i o n  is  a  p u b l i c  
c o r p o r a t i o n  a n d  i s  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  w i t h i n  t h e  D e p e r t - <  
m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  T h e  c o r p o r a t i o n  h a s  a  
le g a l  e x i s t e n c e  i n d e p e n d e n t  o f  a n d  s e p a r a t e  f r o m  t h e  s t a t e .  T h e  c o n ­
t i n u e d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d  b y  t h e  c o r p o r a t i o n  a s  p r o v i d e d  
in  t h i s  c h a p t e r  is c o n s i d e r e d  a n  e s s e n t i a l  g o v e r n m e n t  f u n c t i o n  o f  t h e  
s t a t e .  (§ 2 c h  153 S L A  1 9 8 4 )

S e c .  4 2 .4 0 .0 2 0 .  B o a r d  o f  d i r e c t o r s ,  ( a )  T h e  p o w e r s  o f  t h e  c o r p o r a ­
t i o n  a r e  v e s t e d  in  t h e  b o a r d  o f  d i r e c t o r s .  T h e  b o a r d  c o n s i s t s  o f  t h e  
c o m m i s s i o n e r  o f  c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t ,  t h e  c o m m i s ­
s i o n e r  o f  t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s ,  a n d  f iv e  m e m b e r s  a p ­
p o i n t e d  by  t h e  g o v e r n o r .  T h e  l iv e  a p p o i n t e d  m e m b e r s  m u s t  b e  r e g i s ­
t e r e d  v o t e r s  ir. t h e  s t a t e  e x c e p t  a s  p r o v i d e d  i n  (1) a n d  (2) o f  t h i s  s u b ­
s e c t i o n  E x c e p t  fo r  t h e  c o m m i s s i o n e r s  u n d  t h e  m e m b e r  a p p o i n t e d  u n ­
d e r  (5 )  o f  t h i s  s e c t io n ,  a  m e m b e r  m a y  n o t  b e  a  s t a t e  o f f ic e r  o r  e m ­
p lo y e e  A p p o i n t e d  m e m b e r s  s h a l l  h a v e  t h e  t o l l o w in g  q u a l i f i c a t i o n s :  

(1) o n e  m e m b e r  o f  t h e  b o a r d  s h a l l  b e  a  p e r s o n  w h o  h a s  a t  l e a s t  1 0  
v e a r s  o l  e x p e r i e n c e  in  r a i l r o a d  m a n a g e m e n t ;  a  p e r s o n  w h o  is  n o t  a  
r e s i d e n t  o f  ( h e  s t a l e  r . iav  b e  a p p o i n t e d  u n d e r  t h i s  p a r a g r a p h ;
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§ 42.<10.250 P u b l i c  U t i u t i e s  a n d  C a h u ik r s  S 12.40.25(1

A r t i c l e  4. P o w e r s  a n d  D u t i e s .

Section
250. Gcnerul (lowers 
2G0 Annual report 
270 Audita
280 State oversight reports 
285. Legislative approval required

Section

280 l/uiig-ningo rnpital improvement 
and program plan 

300 LUe of corporation assets 
310 Indemnification

S e c .  4 2 .4 0 .2 5 0 .  G e n e r a l  p o w e r s .  I n  a d d i t i o n  to  t h e  e x e r c i s e  o f  
o t h e r  p o w e r s  a u t h o r i z e d  b y  la w ,  t h e  c o r p o r a t i o n  m a y

(11 a d o p t  a  s e a l ;
(2 )  a d o p t  b y l a w s  g o v e r n i n g  t h e  b u s i n e s s  o f  t h e  c o r p o r a t i o n ;
(3 )  s u e  a n d  b e  s u e d ;
t4 )  a p p o i n t  t r u s t e e s  a n d  a g e n t s  o f  t h e  c o r p o r a t i o n  a n d  p r e s c r i b e  

t h e i r  p o w e r s  a n d  d u t i e s ;
t5 )  h i r e  l e g a l  c o u n s e l  to  r e p r e s e n t  t h e  c o r p o r a t i o n ;
(6)  m a k e  c o n t r a c t s  a n d  e x e c u t e  i n s t r u m e n t s  n e c e s s a r y  o r  c o n v e ­

n i e n t  in  t h e  e x e r c i s e  o f  i t s  p o w e r s  a n d  d u t i e s ;
(7 )  a c q u i r e  b y  p u r c h a s e ,  l e a s e ,  b e q u e s t ,  d e v i s e ,  g i f t ,  e x c h a n g e ,  t h e  

s a t i s f a c t i o n  o f  d e b t s ,  t h e  f o r e c lo s u r e  o f  m o r t g a g e s ,  o r  o t h e r w i s e ,  p e r ­
s o n a l  p r o p e r t y ,  r i g h t s ,  r i g h t s - o f - w a y ,  f r a n c h i s e s ,  e a s e m e n t s ,  a n d  o t h e r  
i n t e r e s t s  in  l a n d ,  a n d  a c a u i r e  b y  a p p r o p r i a t i o n  w a t e r  r i g h t s  t h a t  a r e  
lo c a t e d  i n  t h e  s t a t e ,  t a k i n g  t i t l e  to  t h e  p r o p e r t y  in  t h e  n a m e  o f  t h e  
c o r p o r a t i o n ;

(81 h o ld ,  m a i n t a i n ,  u s e ,  o p e r a t e ,  im p r o v e ,  l e a s e ,  e x c h a n g e ,  d o n a t e ,  
c o n v e y ,  a l i e n a t e ,  e n c u m b e r ,  o r  o t h e r w i s e  g r a n t  a  s e c u r i t y  i n t e r e s t  in ,  
o r  a u t h o r i z e  u s e  o r  d i s p o s e  of,  l a n d  o r  p e r s o n a l  p r o p e r t y ,  s u b j e c t  to  
o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ;

(9 )  c o n t r a c t  w i t h  a n d  a c c e p t  t r a n s f e r s ,  g i f ts ,  g r a n t s  o r  l o a n s  o f  f u n d s  
o r  p r o p e r t y  f r o m  t h e  U n i t e d  S t a t e s  a n d  t h e  s t a t e  o r  i t s  p o l i t i c a l  s u b d i ­
v i s io n s ,  s u b j e c t  to  o t h e r  p r o v i s i o n s  o f  f e d e r a l  o r  s t a t e  l a w  o r  m u n i c i p a l  
o r d i n a n c e s ;

1101 u n d e r t a k e  a n d  p r o v i d e  fo r  t h e  m a n a g e m e n t ,  o p e r a t i o n ,  m a i n t e ­
n a n c e ,  u s e ,  a n d  c o n t r o l  o f  a l l  o f  t h e  p r o p e r t y  o f  t h e  c o r p o r a t i o n ,  i n c l u d ­
in g  a l l  l a n d  a n d  p e r s o n a l  p r o p e r t y  o f  t h e  A l a s k a  R a i l r o a d  t r a n s f e r r e d  
u n d e r  45  U .S .C .  1 2 0 3 (a )  a n u  d e s c r i b e d  in  t h e  r e p o r t  d a t e d  J u l y  14 . 
1 98 3 ,  u s  a m e n d e d ,  s u b m i t t e d  to  C o n g r e s s  a n d  t h e  l e g i s l a t u r e  u n d e r  4 5  
U .S .C  12 04 (a ) ;

(1 1 )  r e c o m m e n d  to  t h e  l e g i s l a t u r e  a n d  t h e  g o v e r n o r  a n y  t a x .  f i n a n c ­
in g ,  o r  f i n a n c i a l  a r r a n g e m e n t  t h e  c o r p o r a t i o n  c o n s i d e r s  a p p r o p r i a t e  
fo r  e x p a n s i o n  o r  e x t e n s i o n  a n d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d ;

(1 2 )  m a i n t a i n  o ff ices  a n d  f a c i l i t i e s  a t  p l a c e s  it  d e s i g n a t e s ;
113) a p p l y  to  t h e  s t a t e ,  t h e  U n i t e d  S t a t e s ,  a n d  f o r e ig n  c o u n t r i e s  o r  

o i l i e r  p r o p e r  a g e n c i e s  fo r  t h e  p e r m i t s ,  l i c e n s e s ,  r i g h t s - o f - w a y .  o r  a p ­
p r o v a l s  n e c e s s a r y  to  c o n s t r u c t ,  m a i n t a i n ,  a n d  o p e r a t e  t r a n s p o r t a t i o n  
a n d  r e l a t e d  s e r v i c e s ,  a n d  o b t a i n ,  h o ld ,  a n d  r e u s e  t h e  l ic en se .-  im i  
p e r m i t s  in  t h e  s a m e  m a n n e r  a s  o t h e r  r a i l r o a d  o p e r a t o r s .
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$ 4 2 .4 0 .2 5 0  A l a s k a  S t a t u t e s  S u p p l e m e n t § 4 2 .4 0 .2 5 0

(1 4 )  p r e s c r i b e  r a t e s  to  b e  c h a r g e d  f o r  s e r v i c e s  p r o v i d e d  b y  t h e  
A l a s k a  R a i l r o a d  c o n s i s t e n t  w i t h  4 5  U .S .C .  1201 —  1214 ( A l a s k a  R a i l ­
ro a d  T r a n s f e r  A c t  o f  1982);

(1 5 )  d e t e r m i n e  t h e  r o u t e s ,  s c h e d u l e s ,  a n d  t y p e s  ol s e r v i c e  to  b e  p r o ­
v id e d  b y  t h e  A l a s k a  R a i l r o a d ;

(1 6 )  e n t e r  i n t o  c o n t r a c t s ,  l e a s e s ,  a n d  o t h e r  a g r e e m e n t s  w i t h  c o n ­
n e c t i n g  c a r r i e r s ,  s h i p p e r s ,  a n d  o t h e r  p e r s o n s  c o n c e r n i n g  t h e  s e r v i c e s ,  
a c t i v i t i e s ,  o p e r a t i o n s ,  p r o p e r t y ,  a n d  f a c i l i t i e s  o f  t h e  c o r p o r a t i o n ,  i n ­
c l u d i n g  a g r e e m e n t s  t h a t  c o n t a i n  p r o v i s i o n s  to  p r e s e r v e  a n d  e x p a n d  
t h e  r a i l r o a d ' s  t r a f f i c  b a se ;

117) p l a n  fo r  a n d  u n d e r t a k e  e x p a n s i o n  o f  t h e  r a i l r o a d  a n d  r a i l r o a d  
a c t i v i t i e s ,  i n c l u d i n g  e x t e n s i o n  o f  t h e  r a i l  s y s t e m ,  a n d  c o n t r a c t  w i t h  
o t h e r  m o d e s  o f  t r a n s p o r t a t i o n  s e r v i c e  c o n n e c t i n g  to  t h e  r a i l  s y s t e m ;

(1 8 )  h i r e  a n d  d i s c h a r g e  r a i l r o a d  p e r s o n n e l  a n d  d e t e r m i n e  b e n e f i t s  
a n d  o t h e r  t e r m s  a n d  c o n d i t i o n s  o f  e m p l o y m e n t ;

(1 9 )  a s s u m e  a l l  r i g h t s ,  l i a b i l i t i e s ,  a n d  o b l i g a t i o n s  o f  t h e  A l a s k a  
R a i l r o a d  in  a c c o r d a n c e  w i t h  45  U .S .C .  1201 — 1 2 1 4  ( A l a s k a  R a i l r o a d  
T r a n s f e r  A c t  o f  1982);

(2 0 )  m a i n t a i n  a s e c u r i t y  force to  e n f o r c e  m u n i c i p a l  o r d i n a n c e s ,  
s t a t e  l a w s ,  a n d  t h e  c o r p o r a t i o n ' s  r u l e s  w i t h  r e s p e c t  to  v i o l a t i o n s  t h a t  
o c c u r  o n  o r  to  p r o p e r t y  o w n e d ,  m a n a g e d  o r  t r a n s p o r t e d  b y  t h e  c o r p o r a ­
t i o n ;

(21)  i s s u e  i t s  b o n d s  u p o n  a p p r o v a l  o f  t h e  l e g i s l a t u r e  a n d  p r o v i d e  fo r  
a n d  s e c u r e  t h e i r  p a y m e n t ,  p r o v i d e  for t h e  r i g h t s  o f  t h e i r  h o l d e r s  a n d  
h o ld  o r  d i s p o s e  o f  t h e m ;

(22)  p u r c h a s e  t h e  c o r p o r a t i o n ' s  b o n d s  a t  a  p r i c e  n o t  m o r e  t h a n  t h e  
p r i n c i p a l  a m o u n t  o f  t h e m  p lu s  i n t e r e s t ;

(2 3 )  c a n c e l  b o n d s  o f  t h e  c o r p o r a t i o n  p u r c h a s e d  b y  t h e  c o r p o r a t i o n ;
(2 4 )  s e c u r e  t h e  p a y m e n t  o f  i t s  b o n d s  b y  p le d g e ,  m o r t g a g e ,  o r  o t h e r  

l i e n  o n  i t s  c o n t r a c t s ,  r e v e n u e s ,  i n c o m e ,  o r  p r o p e r t y ;
(25)  c o n s e n t  to  t h e  m o d i f i c a t i o n  o f  t h e  r a t e  o f  i n t e r e s t ,  t i m e  o f  p a y ­

m e n t  o f  a n  i n s t a l l m e n t  o f  p r i n c i p a l  o r  i n t e r e s t ,  o r  o t h e r  t e r m  o f  a  lo a n ,  
c o n t r a c t ,  o r  a g r e e m e n t  to  w h ic h  t h e  c o r p o r a t i o n  is  a  p a r t y ;

(2 6 )  b o r r o w  m o n e y ,  i n c l u d i n g  t h e  a m o u n t s  n e c e s s a r y  to  e s t a b l i s h  
r e a s o n a b l e  r e s e r v e s ,  a n d  p a y  f i n a n c i n g  c h a r g e s  a n d  i n t e r e s t  o n  b o n d s  
fo r  a r e a s o n a b l e  p e r i o d  a f t e r  w h i c h  t h e  c o r p o r a t i o n  e s t i m a t e s  o t h e r  
m o n e y  w i l l  b e  a v a i l a b l e  to  p a y  t h e  i n t e r e s t ,  c o n s u l t a n t ,  a d v i s o r y ,  a n d  
l e g a l  fe e s ,  a n d  o t h e r  e x p e n s e s  n e c e s s a r y  o r  i n c i d e n t  to  b o r r o w i n g ;

(2 7 )  a c q u i r e ,  h o ld ,  a n d  d i s p o s e  o f  s t o c k s ,  m e m b e r s h i p s ,  c o n t r a c t s ,  
b o n d s ,  g e n e r a l  o r  l i m i t e d  p a r t n e r s h i p  i n t e r e s t s  o r  o t h e r  i n t e r e s t s  in  
a n o t h e r  c o r p o r a t i o n ,  a s s o c i a t i o n ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  o t h e r  
le g a l  e n t i t y ,  a n d  e x e r c i s e  t h e  p o w e r s  o r  r i g h t s  in  c o n n e c t i o n  w i t h  
t h e s e  i n t e r e s t s  t h a t  a r e  p r o v id e d  in  c o n t r a c t s  o r a g r e e m e n t s  a n d  t h a t  
a r e  a l l o w e d  b y  law  c o n c e r n i n g  t h e  s a t i s f a c t i o n  o f  d e b t s ;

(2 8 )  u n d e r t a k e  a n d  p r o v i d e  for t h e  a c q u i s i t i o n ,  c o n s t r u c t i o n ,  m a i n ­
t e n a n c e ,  e q u i p p i n g ,  a n d  o p e r a t i o n  o f  c o n n e c t i n g ,  s w i t c h i n g ,  t e r m i n a l ,  
o r  o t h e r  r a i l r o a d s  a n d  r a i l r o a d  f a c i l i t i e s ;

198
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(2 9 )  out* 
t a l i t y  o f  t '  

(3 9 )  d o  - 
d u t i e s  of'-l 
o r  o t h e r  k
governmei

S e c .  4 2  
e n d  o f  t h e  
to  t h e  gov 
t i o n s  a n d  
f i s c a l  y e a  
to  t h e  s ’. r  
o r  t a c i . i t  
s h a l l  i t e r  
t h e  r a u r

,b) E v

p o t e n t u .  
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(2 9 )  e n t e r  i n t o  a g r e e m e n t s  w i t h  a  B ta te  u g c n c v  o r  o t h e r  i n s t r u m e n ­
t a l i t y  o f  t h e  s t a t e ;  a n d

(3 0 )  do  a l l  t h i n g s  n e c e s s a r y  o r  d e s i r u b l e  to  c a r r y  o u t  the- p o w e r s  a n d  
d u t i e s  o f  t h e  c o r p o r a t i o n  g r a n t e d  o r  n e c e s s a r i l y  im p l i e d  in  t h i s  c h a p t e r  
o r  o t h e r  l u w s  o f  t h e  s t a t e  o r  t h e  I u w b  o r  r e g u l a t i o n s  o f  t h e  f e d e r a l  
g o v e r n m e n t .  (§ 2  c h  153  S L A  1984)

S e c .  4 2 .4 0 .2 6 0 .  A n n u a l  r e p o r t ,  (a )  W i t h i n  9 0  d a y s  f o l lo w in g  t h e  
e n d  o f  t h e  f i s c a l  y e a r  o f  t h e  A l a s k a  R a i l r o a d  th e  b o a r d  s h a l l  d i s t r i b u t e  
to  t h e  g o v e r n o r  a n d  to  t h e  l e g i s l a t u r e  a  r e p o r t  d e s c r i b i n g  t h e  o p e r a ­
t i o n s  a n d  f i n a n c i a l  c o n d i t i o n  o f  t h e  c o r p o r a t i o n  d u r i n g  t h e  p r e c e d i n g  
f i sca l  y e a r .  T h e  r e p o r t  m a y  in c l u d e  s u g g e s t i o n s  for  l e g i s l a t i o n  r e l a t i n g  
to  t h e  s t r u c t u r e ,  p o w e r s  o r  d u t i e s  o f  t h e  c o r p o r a t i o n  o r  to  t h e  o p e r a t i o n  
o r  f a c i l i t i e s  o f  t h e  c o r p o r a t i o n .  S u b j e c t  to  A S  12.40.22(1, t h e  r e p o r t  
s h a l l  i t e m i z e  t h e  c o s t  o f  p r o v i d i n g  e a c h  c a t e g o r y  o f  s e r v i c e  o f f e r e d  by  
t h e  r a i l r o a d  a n d  t h e  in c o m e  g e n e r a t e d  by  e a c h  c a t e g o r y .

(b) E v e r y  f ive  y e a r s  t h e  a n n u a l  r e p o r t  s h a l l  i n c l u d e  a n  a n a l y s i s  o f 
p o t e n t i a l  s a l e  a r r a n g e m e n t s  w h e r e b y  t h e  c o r p o r a t i o n  m a v  h e  t r a n s ­
fe r r e d  i n to  p r i v a t e  o w n e r s h i p .  T h e  a n a l y s i s  s h a l l  i n d iM e.dnr . i im e n t .a -  
t i o n  o f  a t  leasT  t h r e e  o f f e r s  to  s e l l  t h e  c o r p o r a t i o n  i n i t i a t e d  b y  t h e  
c o r p o r a t i o n  d u r i n g  t h e  l a s t  f ive  y e a r s .  2 c h  153 S L A  1984)

S e c .  4 2 .4 0 .2 7 0 .  A u d i t s .  (a) T h e  b o a r d  s h a l l  h a v e  t h e  f i n a n c i a l  
r e c o r d s  o f  t h e  c o r p o r a t i o n  a u d i t e d  a n n u a l l y  hv  a n  i n d e p e n d e n t  c e r t i ­
f ied  p u b l i c  a c c o u n t a n t  e x p e r i e n c e d  in  r a i l r o a d  a c c o u n t i n g .  T h e  b o a r d  

.shall h a v e  a n  a n n u a l  p e r f o r m a n c e  a u d i t  c o n d u c te d  by  a  r e c o g n i z e d  
r a i l r o a d  m a n a g e m e n t  e x p e r t  to  a s s u r e  t h a t  t h e  r a i l r o a d  is  b e i n g  m a n ­
a g e d  a n d  o p e r a t e d  e f f e c t iv e ly  a n d  e f f i c i e n t ly  m  a c c o r d a n c e  w i t h  t h e  
r e q u i r e m e n t s  o f  t h i s  c h a p t e r  a n d  t h a t  e a c h  a p p r o p r i a t i o n  is u » e d  to  
d i r e c t l y  s u p p o r t  t h o s e  s e r v i c e s  fo r  w h i c h  t h e  a p p r o p r i a t i o n  w a s  r e ­
q u e s t e d .  A u d i t o r s  s h a l l  u s e  t h e  s t a n d a r d s  r e q u i r e d  u n d e r  A S  
4 2 .4 0 .1 0 0 ( 9 )  a n d  d e t e r m i n e  w h e t h e r  a p p r o p r i a t i o n s  r e c e i v e d  fo r  a s e r ­
v ice  t h a t  is  n o t  s e l f - s u s t a i n i n g  w e r e  c a l c u l a t e d  in  a c c o r d a n c e  w it! ;  
U n i t e d  S t a t e s  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  s t a n d a r d s  fo r  d e t e r ­
m i n i n g  r a i l  s e r v i c e  s u b s id i e s .

ib )  T h e  c o r p o r a t i o n  s h a l l  m a k e  a l l  o f  i t s  f i n a n c i a l  r e c o r d s  a v a i l a b l e  
to  a n  a u d i t o r  a p p o i n t e d  b y  t h e  g o v e r n o r  a n d  to  t h e  l e g i s l a t i v e  a u d i t  
d i v i s i o n  fo r  e x a m i n a t i o n .  D i s c l o s u r e  to  t h e  p u b l i c  b y  t h e  a u d i t o r  o r  
l e g i s l a t i v e  a u d i t  d i v i s i o n  o f  t h i s  i n f o r m a t i o n  is s u b j e c t  to  A S  4 2 . 4 0 .2 2 0  
a n d  r u l e s  i m p l e m e n t i n g  t h a t  s e c t io n .  (§ 2 ch 1 5 3  S L A  1 9 8 4 '
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S e c .  4 2 .4 0 .2 8 0 .  S t a t e  o v e r s i g h t  r e p o r t s ,  (a)  T h e  b o a r d  s h a l l  p r o ­
v id e  a  s t a t e  o v e r s i g h t  r e p o r t  t o  t h e  g o v e r n o r  a n d  t h e  l e g i s l a t u r e  b e f o r e  

u n d e r t a k i n g
(1) e x p u n s i o n ,  r e d u c t i o n ,  o r  d i v e r s i f i c a t i o n  o f  s e r v i c e s  p r o v i d e d  by  

t h e  r a i l r o a d  u p o n  t h e  d u t e  o f  t r u n s f e r  o r  u s  p r o v i d e d  u n d e r  t h i s  c h a p -  
t e r  t h a t  t h e  h o a r d  d e t e r m i n e s  w o u ld  r e p r e s e n t  a  s i g n i f i c a n t  a n d  p e r ­
m a n e n t  c h u n g e  in  t h e  le v e l  a n d  n a t u r e  o f  s e r v i c e s  p r o v i d e d ;  o r

(2) a n  a p p l i c a t i o n  fo r  a n  a p p r o p r i a t i o n  b e  u s e d  for  p r o v i d i n g  a n y  
s e r v i c e  t h a t  is  n o t  s e l f - s u s t a i n i n g .

(b) T h e  r e p o r t  u n d e r  (a )  o f  t h i s  s e c t i o n  s h a l l  b e  in  w r i t i n g ,  d e s c r i b e  
t h e  p ro p o s e d  u n d e r t a k i n g  in  d e t a i l ,  a n d  s p e c i fy

(1) i t s  f i n a n c i a l  i m p a c t  o n  t h e  c o r p o r a t i o n ;
(2) i t s  i m p a c t  o n  t h e  le v e l  a n d  n a t u r e  o f  s e r v i c e s  p r o v i d e d  b y  t h e  

c o r p o r a t i o n ;

(3) t h e  r e a s o n s  t h e  a c t i o n  i s  n e c e s s a r y  o r  d e s i r a b l e  to  a c h i e v e  t h e  
p u r p o s e s  o f  t h i s  c h a p t e r ;

14) w h e t h e r  a n d  w h e n  t h e  u n d e r t a k i n g  o r  s e r v i c e  is e x p e c t e d  to  b e  
s e l f - s u s t a i n i n g  f i n a n c i a l l y ;  a n d

(5) i f  t h e  u n d e r t a k i n g  r e q u i r e s  a n  a p p r o p r i a t i o n  to  be  u s e d  fo r  p r o ­
v i d i n g  a  s e r v i c e  t h a t  is  n o t  s e l f - s u s t a i n i n g ,  t h a t  t h e  a m o u n t  o f  t h e  
a p p r o p r i a t i o n  h a s  b e e n  s t r i c t l y  c a l c u l a t e d  in  a c c o r d a n c e  w i t h  U n i t e d  
S t a t e s  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  s t a n d a r d s  for d e t e r m i n i n g  
r a i l  s e r v i c e  s u b s i d i e s .  (8 2 c h  153  S L A  1 9 8 4 )

S e c .  4 2 . 4 0 .2 8 5 .  L e g i s l a t i v e  a p p r o v a l  r e q u i r e d .  U n l e s s  t h e  l e g i s ­
l a t u r e  a p p r o v e s  t h e  a c t i o n  b y  l a w ,  t h e  c o r p o r a t i o n  m a y  n o t

(1) e x c h a n g e ,  d o n a t e ,  s e l l ,  o r  o t h e r w i s e  c o n v e y  i t s  e n t i r e  i n t e r e s t  in  
la n d ;

(2) i s s u e  b o n d s ;

(3) e x t e n d  r a i l r o a d  l i n e s ;  t h i s  p a r a g r a p h  d o e s  n o t  a p p l y  to  a  s p u r ,  
i n d u s t r i a l ,  t e a m ,  s w i t c h i n g  o r  s i d e  t r a c k ;

(4)  l e a s e  l a n d  fo r  a  p e r i o d  i n  e x c e s s  o f  3 5  y e a r s  u n l e s s  t h e  c o r p o r a ­
t i o n  r e s e r v e s  t h e  r i g h t  t o  t e r m i n a t e  t h e  l e a s e  i f  t h e  l a n d  is  n e e d e d  fo r  
r a i l r o a d  p u r p o s e s .  2  ch  153 S L A  1 98 4 )

S e c .  4 2 .4 0 .2 9 U .  L o n g - r a n g e  c a p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  
p l a n .  «a ) T h e  c o r p o r a t i o n  s h a l l  p r e p a r e  a n d  t h e  b o a r d  s h a l l  a d o p t  a  
l o n g - r a n g e  c a p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  p l a n  T h e  p l a n  s h a l l  
e x p l a i n  t h e  m a n n e r  in  w h i c h  t h e  c o r p o r a t i o n  i n t e n d s  to  a c c o m p l i s h  
t h e  p u r p o s e s  o f  t h i s  c h a p t e r  a n d  t h e  c o r p o r a t i o n ' s  a n t i c i p a t e d  c a p i t a l  
i m p r o v e m e n t s  d u r i n g  e a c h  o f  t h e  f ive  y e a r s  a f t e r  t h e  p l a n  is  a d o p t e d .

(b)  T h e  h o a r d  s h a l l  a n n u a l l y  r e v i e w  a n d  a p p r o v e  r e v i s i o n s  to  t h e  
l o n g - r a n g e  c a p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  p l a n .  T h e  h o a r d  s h a l l  
p r o v i d e  c o p ie s  ol t h e  u p d a t e d  p l a n  to  t h e  g o v e r n o r  a n d  t h e  l e g i s l a t u r e  
b y  D e c e m b e r  1 o f  e a c h  v e a r .  '8  2  c h  153 S L A  198-1)

§ 42 .40 .31
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C T

S e c .  4 2 .4 0 . 9 0 5 .  N o t i c e  o f  l e g a l  a c t i o n s ,  (a)  T h e  c o r p o r a t i o n  s h a l l  
n o t i f y  t h e  D e p a r t m e n t  o f  L a w  w i t h i n  3 0  d a y s  b e fo r e  i n i t i a t i n g  l e g a l  
a c t i o n  u n l e s s  s p e c i a l  c i r c u m s t a n c e s  e x i s t  t h a t  r e q u i r e  i m m e d i a t e  l e g a l  
a c t i o n  to  p r o t e c t  t h e  c o r p o r a t i o n  a s s e t s  o r  to  c o n t i n u e  e x i s t i n g  s e r v ic e .

(b)  I f  n o t i c e  o f  l e g a l  a c t i o n  is  n o t  g i v e n  u n d e r  (a )  o f  t h i s  s e c t io n ,  
w i t h i n  s e v e n  d a y s  o f  t a k i n g  a c t i o n  t h e  b o a r d  s h a l l  n o t i f y  t h e  D e p a r t ­
m e n t  o f  L a w  o f  t h e  a c t i o n  t a k e n  a n d  o f  t h e  s p e c i a l  c i r c u m s t a n c e s  t h a t  
e x e m p t e d  t h e  a c t i o n  f r o m  t h e  r e q u i r e m e n t s  o f  (a )  o f  t h i s  s e c t i o n .  (§ 2 
c h  1 53  S L A  1 984)

S e c .  4 2 .4 0 .9 1 0 .  . E x e m p t i o n  f r o m  t a x a t i o n . ia )  T h e  e x e r c i s e  o f  t h e  
p o w e r s  g r a n t e d  b y  t h i s  c h a p t e r  s h a l l  b e  in  a l l  r e s p e c t s  fo r  t h e  b e n e f i t  
o f  t h e  p e o p le  o f  t h e  s t a t e ,  fo r  t h e i r  w e l l - b e in g  a n d  p r o s p e r i t y ,  a n d  for 
t h e  i m p r o v e m e n t  o f  t h e i r  s o c i a l  a n d  e c o n o m i c  c o n d i t i o n s .  S u b j e c t  to  tb  > 
o f  t h i s  s e c t i o n ,  t h e  r e a l  a n d  p e r s o n a l  p r o p e r t y  o f  t h e  c o rn o rn t . io n  a n d 
i t s  a s s e t s ,  i n c o m e ,  a n d  r e c e i p t s  a r e  e x e m p t  f ro m  a l l  t a x e s  a n d  s p e c i a l 
a s s e s s m e n t s  o f  t h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e .

(b )  B o n d s  a n d  n o t e s  i s s u e d  u n d e r  t h i s  c h a p t e r  a r e  i s s u e d  b y  a  body- 
c o r p o r a t e  a n d  p u b l i c  o f  t h e  s t a t e  a n d  fo r  a n  e s s e n t i a l  p u b l i c  a n d  g o v ­
e r n m e n t a l  p u r p o s e .  T h e r e f o r e ,  t h e  b o n d s  a n d  n o te s ,  t h e  i n t e r e s t  a n d  
i n c o m e  f r o m  t h e m ,  a n d  a l l  fe e s ,  c h a r g e s ,  f u n d s ,  r e v e n u e ,  i n c o m e  a n a  
o t h e r  m o n e v  p l e d g e d  o r  a v a i l a b l e  to  p a v  o r  s e c u r e  t h e  p a v m e n t o f  t h e  
b o n d s  a n d  n o t e s  o r  i n t e r e s t  o n  t h e m ,  a r e  e x e m p t  f r o m  t a x a t i o n  e x c e p t  
fo r  i n h e r i t a n c e ,  t r a n s f e r ,  a n d  e s t a t e  t a x e s .

(c) T h i s  s e c t i o n  d o e s  n o t  a f f e c t  o r  l i m i t  a n  e x e m p t i o n  f r o m  l i c e n s e  
fe e s ,  p r o p e r t y  t a x e s ,  o r  e x c i s e ,  i n c o m e  o r  o t h e r  t a x e s ,  p r o v i d e d  u n d e r  
a n y  o t h e r  l a w ,  n o r  d o e s  i t  c r e a t e  a  t a x  e x e m p t i o n  w i t h  r e s p e c t  to  t h e  
i n t e r e s t  o f  a n y  b u s i n e s s  e n t e r p r i s e  o r  o t h e r  p e r s o n ,  o t h e r  t h a n  t h e  
c o r p o r a t i o n .  (8 2 c h  1 5 3  S L A  1 9 8 4 )

S e c .  4 2 .4 0 .9 2 0 .  A p p l i c a t i o n  o f  e x i s t i n g  l a w s .  i a i  T h e  c o r p o r a t i o n  
is  n o t  s u b j e c t  to  t h e  j u r i s d i c t i o n  o f  t h e  A l u s k a  T r a n s p o r t a t i o n  C o m m i s ­
s io n .

i h i  [ E f f e c t i v e  J u l y  1, 1 9 8 7 ]  U n l e s s  s p e c i f i c a l ly  p r o v i d e d  o t h e r w i s e  
in  t h i s  c h a p t e r ,  t h e  f o l l o w in g  l a w s  do  n o t  a p p l y  to  t h e  o p e r a t i o n s  o f  t h e  
c o r p o r a t i o n :  ^
- i l l  A S  19; -H i t jU u M t jS  *  F m t t o

(2 )  A S  3 0 .1 5 ;  '  tfd .rltoY 'S  4 6 l u p p u ^  -  f A U  u f o *  Cer-ShtoC

(3 )  A S  3 5 ;  '  B t t W t t  feed l i t  Ubrfc*? 4 Ilit^ lPll ' i  rt& nG
(4) A S  3 6 .3 0 .  e x c e p t  u s  s p u c i f i c u l h  p r o v i d e d  i n  t h a t  c h a p t e r ;  — C ottb ji r tdX ? '
(5)  A S  3 7 .0 5 ;  plAUlAMLe—  :
(6 i  A S  3 7 .0 7 ;  Atr-f* J
(7» A S  3 7 .1 0 . 0 1 0  —  3 7 .1 0 . 0 6 0 ,  p i e b U c  , / . .
<8> A S  8 7 .1 0 .0 8 5 ;  -  f l o y  r * < L  4 s C f Y v w u u * ^ -  t r  f u x H U A  M O e i t v .
(91 A S  3 7 .2 0 :  -  j f ^ w L a .
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s 42.40 .93u A l a s k a  S t a t u t e s  S u w l e m e n t
/

E ffe c t  o f  am en dm en ts . — The 1986 
amendment, efTective J u ly  1, 1987, in ­
serted paragraph (41 of subsection (b) and 
redesignated the fo llow ing paragraphs ac­
cord ing ly

E d ito r 's  n o te s . — Prio r to J u ly  1, 1987, 
subsection (bl read as follows: "(b) Unless 
spec ifica lly  provided otherw ise in th is 
chapter, the fo llow ing law s do not apply t n  

the operations o f the corporation:
”( l i  AS 19:

(10) A S  37.25; ~ PVw/rl+vv) A£ <ltfyriy\W-hio+
(11) A S  38; —  P o R f L  Ut/ul*

(12) A S  44.62.010 —  44.62.320. (§ 2 ch 153 S L A  1984; a m  * 41 ch 

106 S L A  1986) ~ A W i t  QfdczcUvwi Acf. ~4fjUwt
"(2) AS 3U.15;
"(3) AS 35;
"(41 AS 37.05;
"(5) AS 37.07;
"(6) AS 37.10.010 -  37.10.080; 
"(71 AS 37 10.085;
"(81 AS 37.20:
'(9) AS 37.25 
"(10! AS 38;
"(111 AS 44 62 04(1 — 44 62 320

S e c .  4 2 .4 0 .9 3 0 .  C o n f l i c t i n g  l a w s  i n a p p l i c a b l e .  I f  p r o v i s i o n s  ol 
A S  4 2 .4 0  c o n f l i c t  w i t h  t h e  p r o v i s i o n s  o f  o t h e r  s t a t e  la w ,  t h e  p r o v i s i o n s  
o f  A S  4 2 .4 0  p r e v a i l .  P r o v i s i o n s  o f  A S  4 2 .4 0  s h a l l  b e  c o n s t r u e d  so  t h a t  
t h e y  d o  n o t  c o n l l i c t  w i th  4 5  U .S .C .  1201 —  1 2 1 4  ( A l a s k a  R a i l r o a d  
T r a n s f e r  A c t  o f  1982).  (5 2 ch  1 5 3  S L A  1 9 8 4 )

S e c .  4 2 . 4 0 .9 3 5 .  R a i l r o a d  f a c i l i t i e s  c o d e  c o m p l i a n c e .  i a i  N o t  
l a t e r  t h a n  t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r  t h e  c o r p o r a t i o n  in  c o n ­
s u l t a t i o n  w i t h  t h e  D e p a r t m e n t  o f  L a b o r  s h a i l  d e v e lo p  a n d  a d o p t  a  p l a n  
to  a c h i e v e  c o m p l i a n c e  w i t h  A S  1 8 .6 0 .  T h e  p l a n  s h a l l  b e  i m p l e m e n t e d  
a n d  c o m p l i a n c e  a c h i e v e d  w i t h i n  f i v e  y e a r s  a f t e r  i t  is  a d o p t e d .

(b) N o  l a t e r  t h a n  tw o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r ,  t h e  c o r p o r a ­
t i o n  in  c o n s u l t a t i o n  w i t h  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  a n d  a p p r o ­
p r i a t e  m u n i c i p a l  o f f ic ia l s ,  s h a l l  d e v e l o p  a n d  a d o p t  a  p l a n  to  a c h i e v e  
c o m p l i a n c e  w i t h  b u i l d i n g  a n d  r e l a t e d  s a f e t y  c o d e s  a p p l i c a b l e  to  f a c i l i ­
t i e s  o f  t h e  c o r p o r a t i o n .  T h e  p l a n  s h a l l  b e  i m p l e m e n t e d  a n d  c o m p l i a n c e  
a c h i e v e d  w i t h i n  f iv e  y e a r s  a f t e r  i t  i s  a d o p t e d .  I n  t h e  s o l e  d e t e r m i n a ­
t i o n  o f  t h e  c o m m i s s i o n e r  o f  p u b l i c  s a f e t y ,  a n y  e x i s t i n g  b u i l d i n g  o w n e d  
o r  c o n t r o l l e d  b y  t h e  c o r p o r a t i o n  t h a t  d o e s  n o t  p r e s e n t  a  s e r i o u s  s a f e ty  
h a z a r d  a n d  fo r  w h i c h  c o m p l i a n c e  w o u l d  h e  u n e c o n o m i c a l  in  c o n s i d e r ­

a t i o n  o f  i t s  r e m a i n i n g  u s e f u l  life s h a l l  b e  e x e m p t e d  f r o m  c o m p l i a n c e  
w i t h  s t a t e  o r  m u n i c i p a l  s a f e t y  c o d e s  i§ .2 ch  15 3  S L A  1 9 8 4 1

C S e c .  4 2 .4 0 .9 4 0 .  S a l e  o r  l e a s e  o f  t h e  r a i l r o a d )  ia )  T h e  g o v e r n o r  
m a y  p r o v i d e  fo r  t h e  s a l e  o r  l e a s e  o f  t h e  A l a s k a  R a i l r o a d  a n d  d i s s o lv e  
t h e  c o r p o r a t i o n  i f

(1) it c a n  b e  a s s u r e d  t h a t  t in- r a i l r o a d  w i l l  c o n t i n u e  to  o p e r a t e  a f t e r  
t h e  s a l e  o r  l e a s e ;  a n d

(2) u n d e r  t h e  t e r m s  o f  t h e  s a l e  o r  Iimml*. t h e  s t a l e  w i l l  r e c e i v e  t h e  
a m o u n t  o f  m o n e y  it h a s  s p e n t  in c o n n e c t i o n  w i t h  t h e  A l a s k a  R a i l r o a d

S e c .
e r w i s e

(.1' ' 

Corpo'.
n

b o n d s
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r e p r e r
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$ 4 2 .4 0 .9 5 0 P u u l i c  U t i l i t i e s  a n d  C a r r i e r s & 4 2 .4 0 .9 8 0

(b )  A  s a l e  u n d e r  t h i s  a e c t i o n  i s  s u b j e c t  t o  u p p r o v a l  b v  la w .  2  ch  
153  S L A  19 84 )

S e c .  4 2 .4 0 .9 5 0 .  Reversion of a s s e t s .  E x c e p i  a s  p r o v i d e d  in  A S  
4 2 . 4 0 .9 4 0 ,  i f  t h e  c o r p o r a t i o n  c e a s e s  to  e x i s t  i t s  a s s e t s  r e v e r t  to  t h e  
s t a t e .  (§ 2  c h  153  S L A  1 9 8 4 )

S e c .  4 2 .4 0 .9 8 0 .  D e f i n i t i o n s .  I n  t h i s  c h a p t e r  u n l e s s  t h e  c o n t e x t  o t h ­
e r w i s e  r e q u i r e s ,

(1 )  " b o a r d ” m e a n s  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n ;

(2) " b o n d s "  m e a n s  b o n d s ,  b o n d  a n t i c i p a t i o n  n o t e s ,  n o t e s ,  r e f u n d i n g  
b o n d s ,  o r  o t h e r  o b l i g a t i o n s ;

(3) " c o l l e c t iv e  b a r g a i n i n g "  m e a n s  t h e  p e r f o r m a n c e  o f  t h e  m u t u a l  
o b l i g a t i o n  o f  t h e  c o r p o r a t i o n  o r  i t s  d e s i g n a t e d  r e p r e s e n t a t i v e s  a n d  t h e  
r e p r e s e n t a t i v e s  o f  t h e  e m p l o y e e s  t o  m e e t  a t  r e a s o n a b l e  t i m e s ,  i n c l u d ­
in g  m e e t i n g s  in  a d v a n c e  o f  t h e  b u d g e t  m a k i n g  p r o c e s s ,  a n d  n e g o t i a t ­
i n g  in  g o o d  f a i t h  w i t h  r e s p e c t  to  w a g e s ,  h o u r s ,  a n d  o t h e r  t e r m s  a n d  
c o n d i t i o n s  o f  e m p l o y m e n t ,  o r  t h e  n e g o t i a t i o n  o f  a n  a g r e e m e n t ,  o r  n e ­
g o t i a t i o n  o f  a  q u e s t i o n  a r i s i n g  u n d e r  a n  a g r e e m e n t  a n d  t h e  e x e c u t i o n  
o f  a  w r i t t e n  c o n t r a c t  i n c o r p o r a t i n g  a n  a g r e e m e n t  r e a c h e d  i f  r e q u e s t e d  
by  e i t h e r  p a r t y ,  b u t  t h e s e  o b l i g a t i o n s  d o  n o t  c o m p e l  e i t h e r  p a r t y  to  
a g r e e  to  a  p r o p o s a l  o r  r e q u i r e  t h e  m a k i n g  o f  a  c o n c e s s io n :

(4 )  " c o r p o r a t i o n ” m e a n s  t h e  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 ;
(5)  " d a t e  o f  t r a n s f e r "  m e a n s  t h e  d a t e  o n  w h i c h  t h e  U n i t e d  S t a t e s  

S e c r e t a r y  o f  T r a n s p o r t a t i o n  d e l i v e r s  t h e  t r a n s f e r  d o c u m e n t s  u n d e r  45  
U .S .C .  12 0 1  —  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1982 ) ;

<G) " e m p l o y e e s "  m e a n s  a l l  p e r s o n s  e m p l o y e d  b y  t h e  c o r p o r a t i o n  i n ­
c l u d i n g  e x e c u t i v e  o f f ic e rs ;

(7) " e x e c u t i v e  o f f ic e r"  m e a n s  t h e  c o r p o r a t i o n ' s  c h i e f  e x e c u t i v e  off i­
c e r ,  a s s i s t a n t  c h i e f  e x e c u t i v e  o f f ic e r ,  a s s i s t a n t  t c  t h e  c h i e f  e x e c u t i v e  
o f f ic e r ,  c h i e f  o f  a d m i n i s t r a t i o n ,  s u p e r i n t e n d e n t  o f  t r a n s p o r t a t i o n ,  
m a n a g e r  o f  m a r k e t i n g  a n d  s a l e s ,  c h i e f  e n g i n e e r ,  c h i e f  m e c h a n i c a l  
o f f ic e r ,  m a n a g e r  o f  i n d u s t r i a l  d e v e l o p m e n t  a n d  r e a l  e s t a t e ,  m a n a g e r  
o f  b u d g e t  a n d  a c c o u n t i n g ,  m a n a g e r  o f  p l a n n i n g ,  m a n a g e r  o f  p e r s o n ­
n e l .  m a n a g e r  o f  s u p p l y  a n d  p r o c u r e m e n t ,  c h i e f  o f  s e c u r i t y ,  m a n a g e r  o f  
o p e r a t i n g  r u l e s ,  m a n a g e r  o f  d a t a  p r o c e s s i n g ,  m a n a g e r  o f  s t r a t e g y ,  
m a n a g e r  o f  o p e r a t i o n s  p l a n n i n g ,  m a n a g e r  o f  s u p p l y ,  m a n a g e r  o f  p r o ­
c u r e m e n t ,  m a n a g e r  o f  s a f e t y ,  m a n a g e r  o f  a d m i n i s t r a t i v e  p r o c e d u r e ,  
c h i e f  c o u n s e l ,  o r  i f  so  d e s i g n a t e d  b y  t h e  h o a r d ,  a n y  e m p l o y e e  w h o  
f u l f i l l s  t h e s e  m a n a g e m e n t  f u n c t i o n s  u n d e r  a  d i f f e r e n t  t i t l e  o r  w h o  
e x e r c i s e s  a  s i m i l a r  o r  c o m p a r a b l e  le v e l  o f  r e s p o n s i b i l i t y  o r  s u p e r v i ­

s io n ;
<S) " l a n d "  means  any  interest in rea l  p r ope r l y ,  inc lud ing ta l e  and 

submerged land,  and any r ight  appu r t enan t  the in terest .
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HOUSE TRANSPORTATION ALASKA RAILROAD OVER REPORT

On J a n u a r y  5th, 1985 the A l a s k a  R a i l r o a d  w a s t r a n s f e r e d  from 

F e d e r a l  to S tate ownership. The r a i l r o a d  has b e e n  ope r a t i n g  in 

A l a s k a  62 years. Over the p ast 12 mont hs ,  m a n y  questions, 

i n q u i r i e s  and c o n cerns been ra is e d  r e g a r d i n g  the states involvement 

in the railroad, and the o p e r a t i o n s  of the railroad.

Since the C o m m i t t e e  Chairman, R e p r e s e n t a t i v e  Cato has b ee n  d ir e c t l y  

i n v o l v e d  w i t h  the railroad an d  r a i l r o a d  issues o v e r  the past 

s e v e r a l  years, this o v e r s i g h t  and i n f o r m a t i o n  report is being 

p r e p a r e d  u n d e r  the C h airmans const a n t  s u p e r v i s i o n  and direction.

Th e  S t a t e  p u r c h a s e d  the r ai l r o a d  fro m  the F e d e r a l  g overnment for a 

cost of $ 2 2 . 3 m i l l i o n  dollars. T h i s  p u r c h a s e  p rice did not include 

any r e c e i v e a b l e s  or cash and th e r e f o r e an  a d d i t i o n a l  $10.9 million 

d o l l a r s  was  a p p r o p r i a t e d  by the L e g i s l a t u r e  to A l a s k a  Railroad - 

($4.9 m i l l i o n  for o p erating and $6 m i l l i o n  for capital.)

A d d i t i o n a l  costs associated w i t h  the t ra n s f e r  totalled $1.2 

m i l l io n .  T h e r e f o r e ,  the total cost to the State to purchase, 

t r a n s f e r  and b e g i n  o p e r a t i o n  of the A l a s k a  R a i l r o a d  was $34.4 

m i l lion.

E f f e c t i v e  J a n u a r y  6th, 1985 the A l a s k a  R a il r o a d  C o r p o r a t i o n  became 

r e s p o n s i b l e  for o p e r a t i ng  the A l a s k a  Railroad. Thi s  is a 

" q u a s i - p u b l i c "  c o r p o r a t i o n  w i t h  a s even m e m b e r  b oard of directors 

a p p o i n t e d  by the Governor. T h e  C o r p o r a t i o n  o p e r a t e s  m o r e  along the 

lines of a p r i v a t e  for profit c o r p o r a t i o n  and t h erefore man y  of the 

d e c i s i o n s  m a d e  b y  the C o r p o r a t i o n  D i r e c t o r s  a r e m a d e  fro m  a 

b u s i n e s s / p r o f i t  approach. T h e  s t a tutes e n a c t e d  for guide li n e s  u nder 

w h i c h  the C o p o r a t i o n  o p e r at e s  state: Sec. 4 2 . 4 0 . 0 1 0  - Th e

C o p o r a t i o n  is a p u b l i c  c o r p o r a t i o n  and is an i n s t r u m e n t a l i t y  of the 

state w i t h i n  the Depart m e n t  of  C o m m e r c e  and E c o n o m i c  Development. 

Th e  c o r p o r a t i o n  h a s  a legal e x i s t e n c e  i n d e p e n d e n t  of and separate 

from the state

Th e  p o w e r s  of the coporation are v e s t e d  in the s even m e m b e r  board 

of D i re c t o r s .  Fiv e  of these m e m b e r s  are a p p o i n t e d  b y  the Governor 

and c o n f i r m e d  by the Legislature. T h e s e  m e m b e r s  s erve for 

s t a g g e r e d  five y e a r  terms, e a c h  at the p l e a s u r e  of the Governor.

T h e  C o m m i s s i o n e r s  from the D e p a r t m e n t  of T r a n s p o r t a t i o n  and 

D e p a r t m e n t  of C o m m e rc e  and E c o n o m i c  D e v e l o p m e n t  ma k e  up the 

r e m a i n i n g  2 board members.

M a n y  q u e s t i o n s  h a v e  been asked r e g a r d i ng  the r u nn i n g  of the Alaska 

R a i l r o a d  C o r p o r a t i o n.  These q u e s t i o n s  asked w e r e  on a v a r i e t y  of 

areas from the f in ancial m a n a g e m e n t  of the C o r p o r t a t i o n  to land 

owned by the Corporation.

U n d e r  the d i r e c t i o n  of the C h a i r m a n , H o u s e  T r a n s p o r t a t i o n  met with 

the A l a s k a  R a i l r o a d  staff on two o c c a s s i o n s  in A n c h o r a g e  and 

a t t e n d e d  two Board of D i r e c t or s  me e t in g s .  At the request of the 

Cha ir m a n ,  r a i l r o a d  mana g e m e nt  came to J u n e a u  to disc u s s  railroad 

issues and a n s w e r  any questions. H ou s e  T r a n s p o r t a t i o n ,  the Office 

of M a n a g e m e n t  and budget, and the S p e a k e r ' s  off i c e  w e r e  present at 
this meeti n g .

D u r i n g  t hese m e e t i n g s  m a n y  q u e s t i o n s  w e r e  raised to the railroad. 

T h e  f o l l o w i n g  is a list of m a n y  of the q u e s t i o n s  asked. The



a n s w e rs  h e l p  to c l a r i f y  m a n y  a reas that w e r e  no t  f u l l y  u n d e r s t o o d  

p r e v i o u s l y  and also i d e n t i f y  a reas that m a y  n e e d  furt h er  

c o n s i d e r a t i o n  o r  clarification.

The F e d e r a l  T r a n s f e r  Act and the A l a s k a  S t a t u t e s  g o v e r n i n g  the 

Ra i lroad p l a c e d  d i f f e r e n t  r e q u i r e m e n t s  on the A l a s k a  R a i l r o a d 

C o r p o ra t i o n ,  t h e r e f o r e  it wa s  n e c e s s a r y  to refer to these laws to 

a n s w e r  m a n y  of the q u e s t i o n s  raised.



S I N C E  A C Q U I S I T I O N  OF T H E  R A I L R O A D  O N  J A N U A R Y  5TH, 1985, W H A T  

STATE M O N I E S  II \S T H E  R A I L R O A D  R E C E I V E D ?

The State of A l a s k a  o r i g i n a l l y  p u r c h a s e d  the A l a s k a  R a i lr o a d  

from the F e de r a l  G o v e r n m e n t  on J a n u a r y  5th, 1985 for $22.4 

million. Thi s  did not i n cl u d e  a n y  a c c o u n t s  r e c e i v a b l e  or 

w o r k i n g  capital. T he  L e g i s l a t u r e  a p p r o p r i a t e d  $10.9 m i l l i o n  

to the A l a s k a  Ra i lroad - ($4.9 m i l l i o n  for o p e r a t i n g  m o n ey  and 

$6 m i l l i o n  for capi t a l  m o n e y ) .

T h e  $4.9 m i l l i o n  w a s  used for the first few m o n t h s  o p e r a t i n g  

costs as the tr a nsfer did not i n c l u d e  any m o n i e s  in a c c o u n t s 

for operation. The $6 m i l l i o n  d o l l a r s  w a s  used to pu r c h a s e  

n e w  locomotives, c o m p u t e r  e q u i p m e nt ,  i n t e r m o d a l  cars etc.

The A l a s k a  R a i lroad has not r e c e i v e d  a n y  s tate funds s in c e  this 

time.

W H A T  D E B T  S E R V I C E P A Y M E N T S  DOES A L A S K A  R A I L R O A D  HAVE?

The r a ilroad has debt s e r v i ce  on e q i p m e n t  and l o c o m o t i v e s  that 

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

transfer to state o w nership. M u c h  of this e q u i p m e n t  wa s  

p u r c h a s e d  to enable the r a i lr o a d  to p r o v i d e  m o r e  efficient, 

cost e f f e ct i v e  services. Five n e w  l o c o m o t i v e s  w e r e  p u r c h a s e d  

at a cost of $1 m i l l i o n  d o l l a r s  each, 45 n e w  i n t e r m o d a l  and 

flat cars w e r e  purchased, n e w  c o m p u t e r  e q u i p m e n t  and v a r i o u s  

o t h e r  items w e r e  p u r c h a s e d  by the railroad. As of Au g u s t  31, 

1985 the Al a s k a  R a ilroad long t erm l i a b i l i t i e s  w e r e  $7.2 

m illion.

S ever a l  inquiries h a v e  ar i s e n  r e g a r d i n g  the C o r p o r a t i o n s  

repayment of the o r i g i n a l  $ 34.2 m i l l i o n  invest m e n t .  As both 

the $22.4 m i l li o n  and the $ 10.9 m i l l i o n  w e r e  a p p r o p r i a t i o n s  

m a d e  by the Legislature, no r e p a y m e n t  of these m o n i e s  w’as 

r e q u i r e d .

T h e r e  is sp e cific language in 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  

Act AS 4 2 . 4 0 . 5 3 0  C h a p t e r  153 S L A  84 w h i c h  states:

Reve n u e  g e nerated by or a p p r o p r i a t e d  to the c o r p o r a t i o n  shall 

be retained and m a n a g e d  by the c o r p o r a t i o n  for r a i l r o a d  and 

r elated purposes in a c c o r d a n c e  w i t h  45 USC 1207 (a) The 

A l a s ka  Railroad T r a n s f e r  Act of 1982.

Legal services has d ef i n e d  this l a n g u a g e  as b e i n g  very broad, 

however, both the language in the s t a t e  and federal act does 

p r e c l u d e  any form of debt s e r v i c e  on an y m o n i e s  a p p r o p r i a t e d  to 

the railroad from the state.



HOW MANY ACRES OF LAND DOES T HE CORPORATION OWN?

T h e  A l a s k a  R a i lr o a d  C o r p o r a t i o n  owns 3 8 , 0 0 0  acres of land.

Th e  r a i l r o a d ' s  real esta t e  d e p a r t m e n t  is c u r r e n t l y  w o r k i n g  

on form i n g  a report o u t l i n i n g  all r a i l r o a d  o wned land, 

ra i l r o a d  leases and any right of w a y  or land co n veyed to 

cities, m u n i c i p a l i t i e s  or n o n - p r o f i t  o r g a n i z a t i o n s  

A  7 m e m b e r  lease c o m m i tt e e  has b e e n  formed by the railroad. 

T h e s e  pe o p l e  are m e m b e r s  f rom v a r i o u s  c o m m u n i t i e s  who 

w i l l  w o r k  toward s e t t i n g  g u i d e l i n e s  and p ol i c y  p e r ta i n i n g  

to r a i lroad land.

T h e  lease co m m i t t e e  wi l l  e s t a b l i sh  a p o l i c y  for the railroad 

on leasing land to pu b l i c  e nt i t i e s  and p r i v a t e  entities.

T h e  c o m m i t t e e  w i l l  also e s t a b l i s h  g u i d e l i n e s  for short and 

long ter m  leases, and when, and if it w o u l d  be a p p r o p r i a te  

for the r ai l r o a d  to convey any land.

T h e  railroad is r e q uired to lease land at fair ma r k e t  value, 

however, this com m i t t e e  w i l l  d e c i d e  w h a t  o t h e r  c o n s i d e r a t i o ns  

m a y  be g iven by the r a i lroad w i t h  regard to land leasing. 

R a i l r o a d  m a n a g e m e n t  h ope these w r i t t e n  p o l i c i e s  w i l l  help 

o v e r c o m e  some of the c o n c e r ns  raised r e g ar d i n g  a c q u i s i t i o n  or 

lease of railro a d  property. It s h o u l d  als o  insure all real 

e s t a te  t r a n s a c t i o n s  inv o l v i ng  r a i l r o a d  land are consistent.

W H A T  IS TH E  V A L U E  O F  T H E  C O R P O R A T I O N S  LAND?

This q u e s ti o n s  has a c t u a l l y  two answers. The ac t u a l  v alue 

of the land is c u r r e n t l y  b e i n g a s s e s s e d  by the A R R  land 

m a n a g e m e n t  department. This amount w i l l  h o p e f u l l y  be a v a i l a b le  

in the next few months.

S e v e r a l  in d e p e n d en t  reports a v a i l a b l e  e s t i m a t e  the r a i l r o a d  

land assets current mar k e t  v a l u e  to be in ex c e s s  of $190 

m i l lion, however, this is an estimate.

The amount the state p u r c h a s e d  the ra i l r o a d  for ($22.4 million) 

w a s  the act u a l  w o r t h  given the the A l a s k a  R a i l r o a d  assets at 

the time of the transfer. A l t h o u g h  in fact the ac t u a l  value 

of the r a i lroad was m u c h  higher, (approx. half to one billion 

dollars) the land and p r o p e r t i e s w e r e  g iven values t o talling 

$22.4 m i l l i o n  in o r de r  for the b o o k s  to balance (otherwise the 

C o r p o r a t i o n  w o u l d have posted a tremendour pr o f i t  the first 

m o n t h  of L o e r a t i o n  from assets v a l u e d  at $22.4 m i l l i o n  to 

a ssets wort. M-l billion)

The C o r p o r a t i o n s  ass e t s  w e r e  d e f i n e d on J a n u a r y  6th, 1985 as

** Curr e n t  A s s e t s  $15,755 m i l l i o n

P r o p e rt i e s  $4,462 m i l l i o n

Land $15, 4 1 4  m i l l i o n

O t h e r $1,443

* * This figures includes the $10.9 m i l l i o n  Le g i s l at i v e  

a p p r o p r i a t i o n  for o p e r a t i n g  and c a p i t a l  funds.



W H A T  % OF R A I L R O A D  L A N D  IS L E A S E D  A N D  W H A T  IS T H E  INCOME F R O M  

T H E S E  LEAS E S ? .

Th e  land m a n a g e m e n t  d e p a r t m e n t  is c u r r e n t l y  w o r k i n g  on all 

a s p e c t s  of the land o w n e d  by the A l a s k a  Railroad. This 

i n f o r m a t i o n  should be a v a i l a b l e  in the n e x t  few months.

Thi s  is an a rea w h e r e  v e r y  little i n f o r m a t i o n  is available. 

I n f o r m a t i o n  a v a i l a b le  e s t i m a t e s  the income from the 

c o r p o r a t i o n s  land leases to be in ex c es s  of S3.5 million, 

h o w e v e r  this m ay  not be an a c c u r a t e  e stimation.

T h e  ra i l r o a d  is not r e q u i r e d  to c o m p l y  w i t h  m a n y  of the 

same f i n a nc i a l  r e q ui r e m e n t s  p l a c e d  on a l l  o t h e r  state agencies, 

example: e x e c u t i v e  bu d g e t  act, a c c o u n t i n g  of public funds,

f i s c a l  p r o ce d u r e s  act e t c . , t h e r e f o r e  no in f o r m a t i o n  is 

a v a i l a b l e  on h o w  or w h e r e  this income is spent.

W H A T  IS T H E  RA I L R O A D S  P O L I C Y  ON C O N V E Y I N G  OR  LEAS I N G  LAND TO 

M U N I C I P A L I T I E S ,  CITIES O R  C O R P O R A T I O N S ?

S e c t i o n  4 2 . 4 0 . 3 5 0  (c) C h a p te r  153 S L A  84 states:

"The c o r p o r a t i o n  may  lease subject to AS 4 2 . 4 0 . 2 8 5  and (d) 

of this section, grant e a s e m e nt s  in or p e r m i t s  for, or 

o t h e r w i s e  a u t h o r i z e  use of p o r t i o n s  of rail land. However, 

the c o r p o r a t i o n  m a y  not convey its e n t i r e  interest in rail 

land except as p r o v i d e d in AS 4 2 . 4 0 . 2 8 5  (see below)

4 2 . 4 0 . 3 7 0  (natural r esources state land) and 42. 4 0 . 4 0 0  

(vacation of easements).

Sec. 4 2 . 4 0 . 28 5  states that unless the L e g i s l a t u r e  nnprnv’ps 

the act i o n  by law, the c o r p o r a t i o n  m a v  not e x c h a n g e , d o n a t e . 

s ell or o t h e r w i s e  co n v e y  its en t i r e  i n t e r e s t  in land.

Thi s sect i o n  also states the c o r p o r a t i o n  m a y  not lease land 

for a pe r i o d  in excess of 35 y ea r s  u n l e s s  the c o r p o r a t io n  

res er v c e s  the right to t e rminate the lease if the land is 

ne e d e d  for railroad purposes.

S e v e r a l  c o m m u n it i e s  in w h i c h  the r a i lr o a d  owns c o n si d e r a b l e  

land have be c o m e  v e r y  f r u s t r a te d  at the " l a c k  of c o - o p e r a t i o n  

by the r a i lroad in w o r k i n g  toward land e x c h a n g e s . "  While 

r a i l ro a d  m a n a g e m e n t  agrees the c o r p o r a t i o n  m a y  not need 

this land in the forse e a b le  future, they do not have the 

a b i l i t y  to e x c h a n g e  or t r a n s fe r  title of this land.

Mr. M a r v i n  Y et t e r  stated that the r a i l r o a d  w o u l d  c o n sider 

all reque s t s  to o b t a i n  long term lenses ov e r  railroad land. 

T h e  railr oa d  feel this in e s s e n c e  w i l l  a c c o m p l i s h  and 

sati s f y  m a n y  of the requests.



In talk i n g  wi t h  city o f f i c i a ls  f r o m  Se w a r d  it appe a r s  that 

their r e quests f o r  a c q u i s i t i o n  an d / o r  l e a s i n g  of r a i lroad 

o wned land hav e  bee n  s o m ewhat igno r e d  by the Railroad.

R a i l r o a d  m a n a g e m e n t  state the r e q uests f r o m  the City of 

Se w ar d  hav e  not bee n  acted upon due to l ack of c o m m u n i c a t i on s  

b e t w e e n  the parties. M a n ag e m e n t  also a c k n o w l e d g e  the a d d ition 

of n e w  staff and n e w  job d e s c r i p t i o n s  and r e s p o n s i b i l i t i e s  has 

c aused some c o n f u s i o n and f r u s t r a t i o n  for those parties d e a l in g  

w i t h  the railroad.

The C i t y  of W h i t t i e r  also a p p r o a c h e d  the r a i l r o ad  to lease

land for the purpose of a city trailer park. The  railroad

g r a n t e d  the City of W h i t t i e r  a s mall p r o t i o n  of their request. 

The l ease is cur r en t l y  being looked at but it has been made

c l e a r  to the City of W h i t t i e r  that the lease w i l l  be at

fair m a r k e t  value for this land.

M a n a g e m e n t  states that un l e ss  c i r c u m s t a n c e s  d i c t a t e  otherwise, 

all land owned by the c o r p o r a t i o n  w i l l  be leased at fair market 

value.

DOES A L A S K A  R A I L R O A D  PAY P R O P E R T Y  TAXES?

All land o w n e d  by the C o r p o r a t i o n  is exempt from pr o perty 

t a x e s .

AS. 4 2 . 4 0 . 9 1 0  (b) the real and p e r sonal p r o p e r t y  of the 

C o r p o r a t i o n  and its assets, income and r e c e i p t s  are exempt 

fr o m  all taxes and spec i al  ass e s s m e n t s of the state or a 

p o l i t i c a l  s u b d i v i s i o n  of the state.

DOE S INCOME FRO M  LEASES HELP S U B S I D I Z E  A N Y  OF TH E  RAIL 

T R A N S P O R T A T I O N  SERVICES?

T h e  on l y  train service that does not run at a profit 

is the p as s e n g e r  service. Th e  p a s s en g e r  s e r v ic e  is 

c u r r e n t l y  loosing a p p r o x i m a t e l y  $2 m i l l i o n  d o ll a r s  per 

year, this is s u bsidised by income from the freight services. 

L e a s e  income does not s u bsidise any of the train services.

IS T H E  A R T I C  FO X  O V E R N I C H T  RUN T O  F A I R B A NK S  C O V E R I N G  rTS 

E X PENSES? AR E  T H E R E  ANY O T H E R  MO N I E S  S U B S I D I Z I N G  THIS RUN?

The Artie Fox is not subsi d iz e d  in any way. This is one

of the railroads most p r of i t a b l e  runs.

The A rtie Fox has the c a p a c i t y  to h a l l  30 trailers from

A n c h o r a g e  to Fairbanks. The aver ag e  nu m b e r  to d ate has 

b een 22 trailers per night.



c
Th e  r e a s o n  the A r t i e  Fo x  r ates are so c o m p e t i t i v e  is 

the o v e r h e a d  on the Fox is v e r y  low because:

a. T h e Ar t i e  Fo x  uses two l o c o m ot i v e s  inste a d  of the 

5 that had b een used in the past. The p u r c h a s e  

this y e a r  of 10 n e w  rail cars has allo w e d  u p d a t e d  

and m o r e  eff i c ie n t  lo c o m o ti v e s  and e q u i p m e n t  to 

be use d  on the A r t i e  Fox.

T h e r e  is no cabose used on the A rtie Fox. This, 

a l o n g  w i t h  the d e c r e as e  in the n u m b e r  of l o c o m o t i v es  

has he l p ed  cut costs drastically. The cost of u s i n g  

the cabose on this run was a p p r o x i m a t e l y  SO.SOc/mile.

b. Beca u s e  of the reduced n u m b e r  of lo c om o t i v e s  there is 

also redu c e d  staff r e quired for this run.

T h e  A r t i e  Fox leaves A n c h o r a g e  w i t h  a p p r o x i m a t e l y  22 

trailers and two c r e w  m e m b e r s . ( o r i g i n a l l y  5 ).

The Fox has the c a p a c i ty  to c arry 30 trailers, it u s u a l l y  

runs about 80-85% c a pa c i t y  c a r r y i n g  a p p r o x i m a t e l y  22 

t r a i l e r s  nightly.

c. The at t a c h e d  sheet shows what  expenses and costs 

are c o n s i d e r e d  w h e n  sett i n g  rates for A rtie Fox. 

C a p i t a l  costs for n e w  equipement

a. locomo t i v es  and rail cars

b. van lifts and h o s t l e r  trucks

Road costs

a. crews

b. track repairs

c. locom o t i v e  and rail car f u e l / s e r v i c i n g

T e r m i n a l  costs

a. crews

b. locom o t iv e  repairs, fuel, and service

c. van lift labor and fuel

d. h o s t l e r  truck fuel

T h e  e x pe n s e s  and costs c on s i d e r e d  w he n  sett i n g  

rates for the A r t i e  Fox are s i m i l ia r  to those used bv 

any p r i v a t e  carr i er  w i t h  two exceptions:

a. Most p r iv a t e  c a r riers must included a h i g h  y e a r l y  

debt serv i c e  amount - For most carrie r s  this is the 

am o u n t  b o r r r o w ed  to p u r chase their v e h i c l e s  and

set up their business. Tn m a n y  cases this amount 

is v e r y  high due to the cost of the equ i p m e nt  

n e e d e d  to set up their business.

b. P r i v a t e  c a r riers also c a l c u l a t e  the costs of 

fuel taxes, p r o perty taxes and o t h e r  road taxes 

into their rate structure.



WHAT ABOUT OFFERING THE RAILROAD FOR SALE?

S e c t i on  3. C h a p t e r  153 S L A  84 states.

"The G o v e r n o r  s h a l l c o n tract w i t h  a p r i v a t e  c o n s u l t a n t  

for the p r e p a r a t i o n  of a report on the l o n g - t e r m  o p e r a t i o n of 

the A l a s k a  R a i l r o a d  that are in the best inte r e s t s  of the 

state. The re p o r t  shall be s u b m i t te d  to the g o v e r n o r  and the 

l e g i s l a t u r e  by F e b r u a r y  1, 1987. It shall c o n t a i n  s p e c i f i c  

r e c o m m e n d a t i o n s  on o p e r a t i o n  a l t e r n a t i v e s  and the t r a n s f e r  of 

all or part of the r a i lr o a d  o p e r a t i o n s  to the p r i v a t e  sector." 

Mr. Ro n  W a l t , D e p a r t m e n t  of Commerce, D i v i s i o n  of E nterprise, 

has been g i v e n  the r e s p o n s i b i l i t y  Co o v e r se e  this report. 

R e q u e s t  for p r o p o s a l s  w i l l  be sent out w i t h i n  two w e e k s  and a 

c o n t r a c t  for the p r e p a r a t i o n  of this report sho u ld  be a w ar d e d  

by the end of Janua ry ,  1986.

Sec. 4 2 . 4 0 . 2 6 0  (b) C h a p t e r  153 SLA 84 states:

E v e r y  5 y e a r s  the a n n u a l  report by the r a ilroad to the 

G o v e r n o r  and the L e g i s l a t u r e  s hall include an a n a l y si s  

of p o t e n t i a l  sale a r r a n g e m e n t s  w h e r e b y  the c o r p o r a t i o n  m a y  

be t r a n s f e r r e d  into p r i v a t e  ownership. Th e  a n a ly s i s  shall 

i n c l u d e  d o c u m e n t a t i o n  of at least three offers to sell the 

c o r p o r a t i o n  i n i t i a t e d  by the c o r p o r a t i o n  du r i n g  the last 

5 years. T his report w i l l  be due in 1989.

A  b i l l  has b e e n  d r a f t e d  b y  R e p r e s e n t a t i v e  P e t t y j o h n  for 

c o n s i d er a t i o n .  Th i s  w o r k  draft p r oposes to t r a n s f er  the 

A l a s k a  Railro a d  into priv a te  o w n e r s h i p  and a l l o w i n g  

shares of s t o c k  to be p u r c h a s e d at $50.00 p e r  share.

A  p er s o n  m a y  elect to d e s i g n a t e  $50.00 of their 1987 

p e r m a n e n t  d i v i d e n d  to p u r c h a s e of a share of stock.

If a d d i t i o n a l  sh ar e s  are a v a i l a b l e  a fter this process, 

e m p l o y ee 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  ma y  

elect to p u r c h a s e  up to 20 shares of s t o ck  at $50/sharc. 

A n y  a d d i t i o n a l  shares w i l l  be o f f e r e d  at $ 5 0 . 0 0 / s h a r e  to 

p e r s o n s  w h o  have resid e d  in A l a s k a  30 days. The r e m a i n i n g  

s h a r es  w i l l  be a v a i l a b l e  to the gene ra l  public.

W H A T  POWERS OF O V E R S I G H T  DOES T H E  L E G I S L A T U R E  H A V E  O V E R  A L A S K A  

RA I L R O A D ?

AS 4 2 . 4 0 . 0 3 0  p r ov i d e s  that, w i t h  the e x c e p t i o n  of the 

C o m m i s s i o n e r s  of C o m m e r c e  and Econo m i c D e v e l o p m e n t  and 

T r a n s p o r t a t i o n  and Public Facilities, an a p p o i n t m e n t  to 

T h e  A R R  C o r p o r a t i o n ' s  Board of D i r e c t o r s  mus t  be co n f i rm e d  
by the Legislature.



AS 4 2 . 4 0 . 2 8 0  r e q u i r e s  t h e  B o a r d  o f  D i r e c t o r s  t o  p r o v i d e  
an  o v e r s i g h t  r e p o r t  t o  t h e  l e g i s l a t u r e  b e f o r e  u n d e r t a k i n g  
e x p a n s i o n ,  r e d u c t i o n  o r  d i v e r s i f i c a t i o n  o f  s e r v i c e s  t h a t  
t h e  B o a r d  f e e l s  w i l l  am ou n t  t o  a  s i g n i f i c a n t  and  p e rm a n e n t  
c h a n g e  and  b e f o r e  r e q u e s t i n g  a n  a p p r o p r i a t i o n  f o r  p r o v i d i n g  
a  s e r v i c e  t h a t  i s  n o t  s e l f - s u s t a i n i n g .

AS 4 2 . 4 0 . 2 9 0  r e q u i r e s  t h e  c o r p o r a t i o n  t o  p r e p a r e  a  l o n g - r a n g e  
c a p i t a l  im p r o v e m e n t  and  p r o g r a m  p l a n .  The  u p d a t e d  p l a n  i s  t o  
b e  p r o v i d e d  t o  t h e  l e g i s l a t u r e  e v e r y  y e a r .

AS 4 2 . 2 0 . 2 6 0  s t a t e s  a n  a n n u a l  r e p o r t  mu s t  be made b y  t h e  B o a r d  
o f  D i r e c t o r ^  t o  t h e  L e g i s l a t u r e  d e s c r i b i n g  t h e  o p e r a t i o n s  and 
f i n a n c i a l  c o n d i t i o n  o f  t h e  c o r p o r a t i o n .

AS 4 2 . 4 0 . 2 7 0  ( b )  r e q u i r e s  t h e  c o r p o r a t i o n  t o  make  i t s  f i n a n c i a l  
r e c o r d s  a v a i l a b l e  t o  t h e  L e g i s l a t i v e  A u d i t  D i v i s i o n  f o r  
e x a m i n a t i o n .  The  G o v e r n o r  may a l s o  a p p o i n t  an  a u d i t o r  t o  
r e v i e w  t h e  f i n a n c i a l  r e c o r d s  o f  t h e  c o r p o r a t i o n

S t a t e  l a w  r e q u i r e s  A l a s k a  R a i l r o a d  b e  a u d i t e d  b y  an i n d e p e n d e n t  
a u d i t o r  e v e r y  y e a r .

W h i l e  t h e  C o r p o r a t i o n  i s  r e q u i r e d  t o  p r o v i d e  t h e  a b o v e  
i n f o r m a t i o n  and  r e p o r t s ,  c e r t a i n  e x e m p t i o n s  a p p l y  t o  
t h e  C o r p o r a t i o n  t h a t  do  n o t  a p p l y  t o  o t h e r  s t a t e  a g e n c i e s .

4 2 . 4 0 . 9 2 0 ( b )  s t a t e s  t h a t  u n l e s s  p r o v i d e d  o t h e r w i s e  i n  
t h i s  c h a p t e r ,  t h e  f o l l o w i n g  l a w s  d o  n o t  a p p l y  t o  t h e  
o p e r a t i o n s  o f  t h e  c o r p o r a t i o n

AS 19 H i g h w a y s  and  F e r r i e s .
AS 3 0 . 1 5  S t a t e  p a r t i c i p a t i o n  i n  P o r t  F a c i l i t i e s  and

d e v e l o p m e n t
AS 35  P u b l i c  B u i l d i n g s ,  W o r k s ,  and  Im p r o v e m e n t s

( T h i s  i n c l u d e s  c o n s t r u c t i o n  p r o c e d u r e s ,  
a c q u i s i t i o n  and  d i s p o s t i o n  o f  p r o p e r t y ,  
c o n s i s t e n c y  w i t h  l o c a l  g o v e r n m e n t  p l a n s  and  
o r d i n a n c e s ) .

AS 3 7 . 0 5  F i s c a l  P r o c e d u r e s  A c t  
A d m i n i s t r a t i o n  
U n i f o r m  A c c o u n t i n g  
U n i f o r m  p u r c h a s i n g  
G e n e r a l  p r o v i s i o n s

AS 3 7 . 0 7  E x e c u t i v e  B u d g e t  A c t

AS 3 7 . 1 0 . 0 1 0  -  3 7 . 1 0 . 0 6 0  -  P u b l i c  Funds  
A c c o u n t i n g  o f  p u b l i c  f u n d s

As 3 7 . 1 0 . 0 8 5  -  F i n a n c i a l  a i d  t o  c o r p o r a t i o n s  by  s t a t e  o r  
p o l i t i c a l  s u b d i v i s i o n s



AS 37..*>0 A c c e p t a n c e  of F e d e r a l  F u n d s

AS 3 7 . 2 5  M i s c e l l a n e o u s  P r o v i s i o n s
T h i s  i n c l u d e s  s e c t i o n s  r e l a t i n g  t o  u n e x p e n d e d  
b a l a n c e s  o f  o n e  y e a r  a p p r o p r i a t i o n s .
U n e x p e n d e d  b a l a n c e s  o f  a p p r o p r i a t i o n  f o r  c a p i t a l  
p r o j e c t s .

AS 38  S t a t u t e s  r e l a t i n g  t o  P u b l i c  L a n d s

AS 4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0  R e l a t i n g  t o  s u b m i s s i o n ,  f i l i n g
and  p u b l i c a t i o n  o f  r e g u l a t i o n s .
The  A l a s k a  A d m i n i s t r a t i v e  R e g i s t e r  and  Code
J u d i c a l  R e v i e w
Ag en c y  m e e t i n g s  p u b l i c

1 2 .  WHAT ABOUT AUDIT ING AND A V A IL A B IL IT Y  OF THE CORPORATIONS 
RECORDS TO STATE AUDITORS?

NOTE: AS 4 2 . 4 0 . 2 2 0  ( b )  s t a t e s :  R e c o r d s  o f  t h e  c o r p o r a t i o n  a r e ,
i n , g e n e r a l ) p u b l i c . H o w e v e r ,  t h e  c o r p o r a t i o n  may d e s i g n a t e  by  
r u l e  and  w i t h h o l d  p u b l i c  d i s c l o s u r e  o f  m a t t e r s  o f  a  p r i v i l e g e d  
o r  p r o p r i e t a r y  n a t u r e .  T h e s e  m a t t e r  i n c l u d e  p e r s o n n e l ,  
r e c o r d s ,  c o m m u n i c a t i o n s  w i t h  and  w o r k  p r o d u c t  o f  l e g a l  c o u n s e l ,  
a n d ,  c o n s i s t e n t  w i t h  t h e  s t a n d a r d s  and  p r a c t i c e s  o f  t h e  U n i t e d  
S t a t e s  I n t e r s t a t e  Commerce  C o m m i s s i o n  f o r  t h e  p r o t e c t i o n  o f  
t h e s e  m a t t e r s ,  o t h e r  i n f o r m a t i o n  i n c l u d i n g  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 ,  d i v i s i o n s  and 
c o n t r a c t  r a t e  a g r e e m e n t s .

T h i s  i s  an  a r e a  t h a t  h a s  r e c e i v e d  a  g r e a t  many i n q u i r i e s  and 
a g r e a t  d e a l  o f  c omm en t .  Many c o m p l a i n t s  h a v e  a r i s e n  r e g a r d i n g  
c o m p e t i t i v e  r a t e s  s e t  b y  A l a s k a  R a i l r o a d .

W h i l e  t h e  a u d i t o r s  m u s t  b e  a l l o w e d  a c c e s s  t o  a l l  ARR f i n a n c i a l  
r e c o r d s  f o r  t h e  p u r p o s e  o f  t h e  a u d i t ,  i n f o r m a t i o n  d e s i g n a t e d  
by  t h e  C o r p o r a t i o n  u n d e r  t h e  P u b l i c  D i s c l o s u r e  s e c t i o n  may 
n o t  b e  r e l e a s e d  b y  t h e  a u d i t o r s .  T h e  a u d i t o r s  r e p o r t  may 
i n c l u d e  a s ummary  and  f a c t s  a n d  f i n d i n g s ,  h o w e v e r  no s p e c i f i c  
r e f e r e n c e  t o  a n y  i n f o r m a t i o n  d e s i g n a t e d  t o  be  w i t h h e l d  f r o m  
p u b l i c  d i s c l o s u r e  may be r e l e a s e d .



WHEN QUESTIONS AR ISE  REGARDING THE RATE STRUCTURE SET BY 
ARRC, WHAT METHODS OF INSUR ING THAT RATES SET FOR SHIPMENTS 
ARE NOT PREDETORY ARE AVAILABLE?

T h i s  q u e s t i o n  was  d i s c u s s e d  w i t h  L e g i s l a t i v e  L e g a l  S e r v i c e s .  
W i t h  A l a s k a  R a i l r o a d  a g r e s s i v e l y  c o m p e t i n g  f o r  t h e  f r e i g h t  
b u s i n e s s ,  many p r i v a t e  c a r r i e r s  h a v e  e x p r e s s e d  f r u s t r a t i o n  
and  a n g e r  a b o u t  t h e  r a t e s  s e t  by  A l a s k a  R a i l r o a d .  Some 
c a r r i e r s  f e e l  t h a t  t h e  r a t e s  a r e  s u b s i d i z e d  i n  some way .

A l a s k a  R a i l r o a d  p u b l i s h e s  a  r a t e  s c h e d u l e  w h i c h  i s  a v a i l a b l e  
t o  a n y b o d y  w i s h i n g  t o  o b t a i n  t h i s  i n f o r m a t i o n .  H o w e v e r ,  
a s  many f r e i g h t  c u s t o m e r s  f r e q u e n t l y  t r a n s p o r t  l a r g e  v o l u m e s  
o f  f r e i g h t ,  i n d i v i d u a l  p r i c e  c o n t r a c t s  and  r a t e s  a r e  o f f e r e d  
b y  A l a s k a  R a i l r o a d  t o  t h e s e  c u s t o m e r s .  V a r i o u s  f a c t o r s  
a r e  c o n s i d e r e d  b e f o r e  a  r a t e  i s  q u o t e d  t o  a  s h i p p e r .  T h e s e  
i n c l u d e :  t h e  am oun t  o f  f r e i g h t  t o  be t r a n s p o r t e d ,  t h e
f r e q u e n c y  o f  t h e  s h i p m e n t s ,  w h e t h e r  t h e  g o o d s  a r e  p e r i s h a b l e ,  
w h a t  a r r a n g e m e n t s  h a v e  b e en  made f o r  p i c k  up and  d e l i v e r y  o f  
t h e  g o o d s ,  how l o n g  b e f o r e  d e p a r t u r e  t h e  f r e i g h t  c a n  be 
l o a d e d ,  e t c .

Any i n f o r m a t i o n  p e r t a i n i n g  t o  f r e i g h t  c o n t r a c t s  and r a t e s  
s e t  i n  t h e s e  c o n t r a c t s  h a v e  b e e n  d e s i g n a t e d  by  t h e  C o r p o r a t i o n  
t o  be  h e l d  f r o m  p u b l i c  d i s c l o s u r e  due  t o  t h e  p r o p r i e t a r y  
n a t u r e  o f  t h i s  i n f o r m a t i o n .

T h e  I n t e r e s t a t e  Commerce C o m m i s s i o n  w i l l  i n v e s t i g a t e  any  
c o m p l a i n t s  t h e y  f e e l  may c o n s t i t u t e  p r e d a t o r y  p r i c i n g .
As t h e  r a i l r o a d  i n d u s t r y  i s  d e r e g u l a t e d ,  i t  i s  d i f f i c u l t  
t o  i n t e r f e r e  i n  t h e  r a t e  s t r u c t u r e  s e t  by t h e  r a i l r o a d .

S e v e r a l  i n q u i r i e s  h a v e  b e en  made b y  H ou s e  T r a n s p o r t a t i o n  
s t a f f  r e g a r d i n g  o p e r a t i o n s  and  r a t e s  s e t  by  r a i l r o a d s  
i n  o t h e r  s t a t e s .  The  f o l l o w i n g  i n f o r m a t i o n  was r e c e i v e d :

New M e x i c o  -  T h i s  s t a t e  h a s  4 p r i v a t e l y  owned r a i l r o a d s .
The  s t a t e  h a s  a  C o r p o r a t i o n  C o m m i s s i o n  w h i c h  h a s  many 
d e p a r t m e n t s  and  i s  r e s p o n s i b l e  f o r  o v e r s i g h t  o f  m o s t  
p r i v a t e  i n d u s t r y  f r o m  t r a n s p o r t a t i o n  t o  i n s u r a n c e .
The  C o r p o r a t i o n  C o m m i s s i o n  f o r  t r a n s p o r t a t i o n  i s  r e s p o n s i b l e  
f o r  r e g u l a t i n g  many a r e a s  i n c l u d i n g  r a t e s ,  e x i t i n g  and 
a b a n d o n m e n t .
A l l  c a r r i e r s  mu s t  p r o v i d e  t h e  C o m m i s s i o n  w i t h  a  c o p y  o f  
t a r i f f  c h a r g e s  f o r  c u s t o m e r s ,  t h i s  i n c l u d e s  c o n t r a c t  r a t e s .
T he  C o m m i s s i o n  h a s  t h e  p ow e r  t o  d e n y  a n y  c o n t r a c t  r a t e  
s u b m i t t e d .  C a r r i e r s  a r e  r e q u i r e d  t o  a p p e a r  b e f o r e  
t h e  C o m m i s s i o n  t o  " s h o w  c a u s e "  i f  a n y  q u e s t i o n s  a r i s e  
r e g a r d i n g  t h e i r  r a t e  s t r u c t u r e .  H e a v y  p e n a l t i e s  and 
f i n e s  up t o  $ 1 0 , 0 0 0 / o f f e n c e  a p p l y  f o r  v i o l a t i o n s  i n v o l v i n g  
p r e d a t o r y  p r i c i n g .



C  I n q u i r i e s  w e r e  made b y  H ou s e  T r a n s p o r t a t i o n  s t a f f  r e g a r d i n g
r a i l r o a d  o p e r a t i o n s  i n  o t h e r  s t a t e s  s u c h  a s  C a l i f o r n i a ,  
W a s h i n g t o n  and  O r e g o n .  I n  s e v e r a l  s t a t e s  t h e  r a i l r o a d  
i s  owned b y  t h e  s t a t e ,  h o w e v e r  t h e  o p e r a t i o n  o f  t h e  r a i l r o a d  
i s  l e a s e d  t o  a  r a i l r o a d  f i r m .  W h i l e  l e a s e  r e v e n u e s  
a r e  r e c e i v e d  by  t h e  s t a t e  t h e  o v e r a l l  o p e r a t i n g  
r e s p o n s i b i l i t i e s  b e l o n g  t o  t h e  r a i l r o a d  f i r m .  F r e i g h t  
r a t e s  a r e  s e t  b y  t h e  f i r m  who mu s t  c o n s i d e r  t h e i r  e x p e n s e s ,  
t h e i r  l e a s e  p a y m e n t s  and  t h e i r  p r o f i t  m a r g i n .
O t h e r  t h a n  r e g u l a t i o n  by  t h e  I n t e r s t a t e  Commerce C o m m i s s i o n ,  
n o  o t h e r  a g e n c y  r e g u l a t e s  t h e s e  c a r r i e r s .

1 4 .  ARE THERE ANY PROJECTIONS AVAILABLE ON THE AMOUNT OF
PROF IT /LOSS  ANTIC IPATED BY THE CORPORATION FOR THE F IR ST  
YEAR?

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 n t i c i p a t e s  a $ 7 . 1  m i l l i o n  p r o f i t  
f o r  t h e  f i r s t  y e a r  o f  o p e r a t i o n s .
T h i s  r e p r e s e n t s  a  $ 1 9 . 8 8 %  r e t u r n  on  t h e  s t a t e ' s  t o t a l  
i n v e s t m e n t  o f  $ 3 4 . 2  m i l l i o n .

C o r p o r a t i o n  managemen t  s t a t e  many c o s t s  a r e  now a b s o r b e d  by 
t h e  r a i l r o a d  t h a t  w e r e  n o t  a n  e x p e n s e  u n d e r  F e d e r a l  
o w n e r s h i p :  E x a m p l e :

A c c o u n t i n g ,  p a y r o l l  and  f i n a n c i a l  
r e c o r d k e e p i n g ,  f l e e t  p u r c h a s e s  and  m a n t a i m n c e ,  and i n s u r a n c e  
w e r e  e x p e n s e s  p a i d  f o r  b y  t h e  F e d e r a l  G o v e r nm en t  and  n o t  
c o s t s  c h a r g e d  d i r e c t l y  t o  t h e  r a i l r o a d .  T h i s  y e a r  t h e  
C o r p o r a t i o n  h a s  e x p e n s e d  many i t e m s  t h a t  w e r e  p r e v i o u s l y  
d e p r e c i a t e d  u n d e r  t h e  F e d e r a l  s y s t e m .

1 5 .  DOES ALASKA RAILROAD CONTRIBUTE TO THE COMMUNITIES?

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

S e v e r a l  c o m m u n i t i e s  h a v e  e x p r e s s e d  c o n c e r n  t h a t  t h e  r a i l r o a d  
h a s  a  d e f i n i t e  im p a c t  o n  t h e i r  c o m m u n i t y ,  and  y e t  d o c s  n o t  
c o n t r i b u t e  i n  a n y  way  t o  t h e  c o m m u n i t y .  The  C i t y  o f  S ewa rd  
and  t h e  C i t y  o f  W h i t t i e r  b o t h  h a v e  e x p r e s s e d  t h e  f e e l i n g  
t h a t  w h i l e  a g r e a t  d e a l  o f  r e v e n u e  i s  g e n e r a t e d  b y  t h e  
r a i l r o a d  t h r o u g h  t h e  c o m m u n i t y ,  n o n e  o f  t h i s  b e n e f i t s  t h e  
c o m m u n i t y .
T he  R a i l r o a d  C o r p o r a t i o n  B o a r d  o f  D i r e c t o r s  h e l d  t h e i r  
O c t o b e r  1 7 t h  m e e t i n g  i n  S e w a r d .  T ime  was s e t  a s i d e  on  
t h e  a g e n d a  t o  r e c e i v e  p u b l i c  i n p u t  and  d i s c u s s  c o n c e r n s  

i and  i s s u e s  w i t h  t h e  B o a r d  o f  D i r e c t o r s .
R e p r e s e n t a t i v e s  f r o m  t h e  C i t y  o f  S ew a r d  a s  w e l l  a s  v a r i o u s  
l o c a l  b u s i n e s s m e n  and  c om m un i t y  r e s i d e n t s  v o i c e d  t h e i r  
c o n c e r n s  t o  t h e  R a i l r o a d  B o a r d .



The  C i t y  o f  S ew a r d  h a s  w r i t t e n  s e v e r a l  l e t t e r s  t o  M r .
T u r p i n  and  t h e  R a i l r o a d  B o a r d  r e q u e s t i n g  t h e  r a i l r o a d  
mee t  w i t h  th em  t o  d i s c u s s  i s s u e s  s u c h  a s :  a c q u i s i t i o n
o r  l o n g  t e r m  l e a s e  o f  l a n d  w i t h i n  t h e  C i t y ' s  b o a t  h a r b o r ,  
R a i l r o a d  c o n t r i b u t i o n  t o  p r o j e c t s  f i n a n c e d  b y  t h e  C i t y  
f o r  t h e  d i r e c t  b e n e f i t  o f  t h e  R a i l r o a d ,  p r o c u r e m e n t  
p o l i c i e s  a s  t h e y  p e r t a i n  t h e  t h e  S ew a r d  D o c k ,  m o r e  
c o - o p e r a t i o n  b y  t h e  R a i l r o a d  i n  d e a l i n g s  w i t h  t h e  Sun e e l  
C o a l  C o r p o r a t i o n  a nd  SeaWay S h i p p i n g  Company .
A c o p y  o f  t h e  l e t t e r  w r i t t e n  b y  M a y o r  C r i p p s  o f  S ewa rd  
t o  M r .  F r a n k  T u r p i n  i s  a t t a c h e d .

R a i l r o a d  managemen t  s t a t e s  t h a t  many o f  t h e s e  c o n c e r n s  w e r e  
i n  e x i s t a n c e  b e f o r e  t h e  t r a n s f e r  t o o k  p l a c e .  Managemen t  
a d m i t  w i t h  new p e r s o n n e l  some c o n f u s i o n  r e g a r d i n g  f o l l o w - u p  
h a s  a r i s e n .  The  i n f o r m a t i o n  an d  c o r r e s p o n d e n c e  a v a i l a b l e  
( a t t a c h e d )  d o e s  i n d i c a t e  t h e r e  a r e  many a r e a s  and  c o n c e r n s  
t h a t  n e e d  t o  b e  a d d r e s s e d  by  t h e  r a i l r o a d .  The  l a c k  o f  
a n y  a c t i o n  o r  r e s p o n s e  f r o m  t h e  r a i l r o a d  r e g a r d i n g  t h e s e  
m a t t e r s  i s  a l s o  a n  a r e a  o f  c o n c e r n .

The C o r p o r a t i o n  w i l l  e n d e a v o u r  t o  h o l d  p u b l i c  b o a r d  m e e t i n g s  
i n  a l l  r a i l  c om m m un i t i e s  o n  a  r o t a t i n g  r e g u l a r l y  s c h e d u l e d  
t i m e t a b l e .  T h i s  s h o u l d  p r o v i d e  t h e  o p p o r t u n i t y  f o r  t h e  
c o m m u n i t i e s  t o  v o i c e  t h e i r  c o n c e r n s  and  d i s c u s s  a n y  
r e c o m m e n d a t i o n s  o r  s u g g e s t i o n s  t h e y  may h a v e .

I S  THE RAILROAD SPENDING A CONSIDERABLE SUM OF MONEY ON 
ADVERTIS ING TH IS  YEAR? I F  SO ,  WHERE I S  A MAJORITY OF 
TH IS  ADVERTIS ING BEING DONE, AND WHAT AREAS I S  TH IS  
ADVERTIS ING TARGETED TO?

The A l a s k a  R a i l r o a d  r e c e n t l y  c o n t r a c t e d  w i t h  an  a d v e r t i s i n g  
f i r m  t o  w o r k  w i t h  t h e  r a i l r o a d  on  m a r k e t i n g  t h e  s e r v i c e s  t h e y  
p r o v i d e  t o  " p o t e n t i a l "  c u s t o m e r s  i n  o t h e r  s t a t e s .
A l o t  o f  t h i s  a d v e r t i s i n g  w i l l  be  d o n e  i n  ' h e  n e w s p a p e r s ,  
p r o f e s s i o n a l  j o u r n a l s ,  h and  o u t s  and  r a d i o  s t a t i o n s .
T h i s  c am p a i g n  i s  d e s i g n e d  t o  a t t r a c t  new f r e i g h t  c u s t o m e r s  
f o r  t h e  r a i l r o a d  a s  w e l l  a s  p r o m o t e  r e a l  e s t a t e  o p p o r t u n i t i e s  
f o r  t h e  r a i l r o a d .  Some o f  t h i s  a d v e r t i s i n g  w i l l  a l s o  f o c u s  
on  t h e  p a s s e n g e r  s e r v i c e s  p r o v i d e d  by t h e  A l a s k a  R a i l r o a d .  
T h i s  y e a r s  a d v e r t i s i n g  b u d g e t  f o r  A l a s k a  R a i l r o a d  i s  
a p p r o x i m a t e l y  $ 5 0 0 , 0 0 0  w h i c h  r e f l e c t s  a  60% i n c r e a s e  o v e r  
t h e  a d v e r t i s i n g  b u d g e t  f o r  l a s t  y e a r .



X 1 7 .  THE AMOUNT OR IG INALLY BUDGETED FOR CAPITAL PROJECTS WAS 
$ 1 4 . 2  M IL L IO N .  FROM THE PERIOD JANUARY THRU AUGUST ONLY 
$ 4 . 2  M ILL ION HAS BEEN EXPENDED, WHAT I S  THE STATUS OF CAPITAL 
EXPENDITURES?

U s i n g  much o f  t h e  c a p i t a l  p r o j e c t  l i s t  a v a i l a b l e  f r o m  t h e  
F e d e r a l  g o v e r n m e n t  u p o n  t r a n s f e r ,  t h e  A l a s k a  R a i l r o a d  b u d g e t e d  
$ 1 4 . 2  m i l l i o n  f o r  f o r  c a p i t a l  e x p e n d i t u r e s .  S i n c e  t h i s  t im e  
t h e  m e th o d  o f  a p p r o v i n g  f u n d s  f o r  c a p i t a l  e x p e n d i t u r e s  h a s  
c h a n g e d .
The  R a i l r o a d  r e v i e w e d  and r e p r i o r i t i z e d  a l l  c a p i t a l  
p r o j e c t s  t o  c o n s i d e r  t h e  f e a s i b i l i t y  o f  u n d e r t a k i n g  
t h e  p r o j e c t .  T h i s  i s  t h e  r a t i o n a l e  c o n s i d e r e d  b e f o r e  
a p p r o v i n g  a  c a p i t a l  e x p e n d i t u r e :
Why d o  t h e  p r o j e c t ?
Why do  i t  now?
R a t e  o f  r e t u r n  
c o s t
p r i o r i t y
E c o n om i c  a n a l y s i s .

W i t h  t h e  f i n a n c i a l  s t a t e m e n t  b e i n g  o n e  o f  t h e  
m a j o r  i n t e r e s t s  a n d  c o n c e r n s  o f  t h e  C o r p o r a t i o n ,  t h i s  m e t h o d  
o f  e v a l u a t i n g  a l l  p r o j e c t s  e n a b l e s  t h e  r a i l r o a d  t o  p r i o r i t i z e  
t h e  p r o j e c t s  and  e v a l u a t e  and  j u s t i f y  t h e  n e e d  f o r  t h e  p r o j e c t  
w h i l e  c o n s i d e r i n g  t h e  o v e r a l l  f i n a n c e s  o f  t h e  C o r p o r a t i o n .

1 8 .  IN  THE F INANC IAL STATEMENT, WHAT ARE THE CURRENT LONG TERM 
L I A B I L I T I E S  L I STED ?

The  r a i l r o a d  p u r c h a s e d  5 new l o c o m o t i v e s  i n  1 9 8 5  a t  a  c o s t  o f  
$1 m i l l i o n  d o l l a r s  p e r  l o c o m o t i v e .  4 5  new i n t e r m o d a l  c a r s  h a v e  
a l s o  b e e n  p u r c h a s e d  and  e q u i p m e n t  s u c h  a s  c o m p u t e r  e q u i p m e n t  
h a s  b e e n  p u r c h a s e d  by  t h e  r a i l r o a d .  L o n g  t e r m  c o n t r a c t s  w i t h  
y e a r l y  p a ym en t s  w e r e  a r r a n g e d  f o r  t h e  p u r c h a s e  o f  t h e s e  i t e m s .

1 9 .  WHAT I F  ANY CHANGES HAVE BEEN MADE, OR ANY PROPOSED 
FOR PASSENGER SERV ICES?

I n  S e p t e m b e r ,  1 9 8 5  t h e  r a i l r o a d  p r o p o s e d  c h a n g e s  i n  p a s s e n g e r  
s e r v i c e s  f r o m  H u r r i c a n e  t o  F a i r b a n k s .
C u r r e n t l y ,  p a s s e n g e r  s e r v i c e  i s  a v a i l a b l e  f r o m  A n c h o r a g e  t o  
F a i r b a n k s  o n  S a t u r d a y  and r e t u r n  s e r v i c e  f r o m  F a i r b a n k s  t o  
A n c h o r a g e  o n  S u n d a y .  Many o f  t h e  p e r s o n s  u s i n g  t h i s  s e r v i c e  
l i v e  i n  t h e  a r e a  b e tw e e n  A n c h o r a g e  and  H u r r i c a n e .  As f ew  a s  10 
p e r s o n s  u s u a l l y  t r a v e l  t h e  e n t i r e  d i s t a n c e .
The  r a i l r o a d  e s t i m a t e  s a v i n g s  o f  a p p r o x i m a t e l y  $ 5 0 0 , 0 0 0  by  u s e  
o f  t h e s e  c a r s .



(

m

The  r a i l r o a d  i s  a l s o  p r o p o s i n g  t o  o f f e r  d a i l y  e x c u r s i o n  t r i p s  
t o  S ew a r d  d u r i n g  t h e  summer ,  t h i s  w i l l  be  a  3 h o u r  t r i p .  The  
new RDC c a r s  w i l l  b e  u s e d  on t h i s  r u n .

D u r i n g  D e c e m b e r ,  t h e  r a i l r o a d  managemen t  h e l d  a  p u b l i c  m e e t i n g  
i n  W h i t t i e r .  I n p u t  and comments  w e r e  r e c e i v e d  f r o m  l o c a l  
r e s i d e n t s  o n  way s  t h e  r a i l r o a d  c o u l d  c h a n g e  o r  im p r o v e  e x i s t i n g  
s e r v i c e s .  The  r a i l r o a d  i s  c u r r e n t l y  r e v i e w i n g  t h e  i n f o r m a t i o n  
t h e y  r e c e i v e d  and  p l a n  t o  mee t  a g a i n  i n  t h e  n e x t  f ew  m o n t h s  
w i t h  t h e  l o c a l  W h i t t i e r  r e s i d e n t s  t o  d i s c u s s  p o s s i b l e  c h a n g e s .

2 0 .  HAS THE RAILROAD RECENTLY ADOPTED A NEW PROCUREMENT POL ICY?

A l a s k a  R a i l r o a d  managemen t  r e c e n t l y  l o o k e d  a t  t h e  p r o c u r e m e n t  
p o l i c i e s  o f  t h e  s t a t e  and t h o s e  o f  p r i v a t e  i n d u s t r y .
A new p r o c u r e m e n t  p o l i c y  h a s  b e e n  a d o p t e d  b y  ARR w i t h  
p r o v i s i o n s  f o r  A l a s k a  p r e f e r e n c e  and  m i n o r i t y  h i r e .

The  p r o c u r e m e n t  p o l i c y  a l s o  p r o v i d e s  t h a t  p u b l i c  n o t i f i c a t i o n  
w i l l  be  g i v e n  o n  a l l  c o n t r a c t s  o r  r e q u e s t  made f o r  s e r v i c e s  
o r  p u r c h a s e s  o v e r  $ 2 5 , 0 0 0
The  p o l i c y  d o e s  n o t  m an d a t e  t h a t  t h e  c o n t r a c t  be  a w a r d e d  t o  t h e  
l o w  b i d d e r .  M anagemen t  h a s  t h e  f l e x i b i l i t y  t o  aw a r d  t h e  
c o n t r a c t  t o  a n y  p r o p o s a l  i f  t h e y  c o n s i d e r  t h e  s e r v i c e s  t o  be 
p r o v i d e d  o f f e r  a d v a n t a g e s  o v e r  o t h e r  c o n t r a c t s  r e c e i v e d .

2 1 .  HAS ALASKA RAILROAD MADE M Y  CHMCES IN  THE IR  INSURANCE 
COVERAGE?

I m m e d i a t e l y  f o l l o w i n g  S t a t e  p u r c h a s e ,  t h e  R a i l r o a d  was  a b l e  
t o  u t i l i z e  S t a t e  i n s u r n i . e e  c o v e r a g e  f o r  b o t h  l i a b i l i t y  and  
p r o p e r t y  c o v e r a g e  w i t h  a d e d u c t i b l e  o f  $ 2 0 0  t h o u s a n d  and  a 
$ 5 0  m i l l i o n  c e i l i n g .  P r em ium  f o r  t h i s  c o v e r a g e  was $ 4 7 5 , 0 0 0  
a n n u a l l y .

R e n e w a l  o f  t h i s  c o v e r a g e  c o u l d  n o t  be o b t a i n e d .  T h e r e f o r e ,  
t h e r e  h a s  b e e n  a  s u b s t a n t i a l  i n c r e a s e  i n  ARR s e l f - i n s u r e d  
r i s k .

The  l i a b i l i t y  i n s u r a n c e  h a s  b e e n  r e s t r u c t c d  t o  h a v e  a 
$ 2  m i l l i o n  d e d u c t i b l e  w i t h  a  $ 3 0  m i l l i o n  c e i l i n g .  The 
p r o p e r t y  i n s u r a n c e  h a s  a $ 1 0  m i l l i o n  d e d u c t i b l e  and  a 
$ 2 0  m i l l i o n  c e i l i n g .  The  c o s t s ,  e v e n  w i t h  t h i s  d r a s t i c  
r e d u c t i o n  i n  c o v e r a g e  h a v e  i n c r e a s e d  t o  S I . 4 m i l l i o n  a n n u a l l v .

The  B o a r d  o f  D i r e c t o r s  o f  ARRC h a v e  a p p r o v e d  t h i s  r i s k  
managemen t  p l a n  and  h a v e  a l s o  r e q u e s t e d  m an agemen t  t o  p r o c u r e  
a  $ 1 0  m i l l i o n  l i n e  o f  c r e d i t  a s  a  c o n t i n g e n c y  f u n d  w i t h  
s t i p u l a t i o n s  p l a c e d  o n  t h e  f u n d  t o  p r e v e n t  d e p l e t i o n  w i t h o u t  
p r o p e r  c a u s e .



2 2 .  WHAT I S  THE CURRENT STATUS OF T I T L E  5 AND UNITED TRANSPORTATION 
UNION.
The  t r a n s f e r  A c t  and  t h e  S t a t u t e  f o r m i n g  t h e  ARR 
C o r p o r a t i o n ,  a l l  l a b o r  a g r e e m e n t s  a r e  t o  b e  r e n e g o t i a t e d  
w i t h i n  2  y e a r s  f r o m  t h e  d a t e  o f  t r a n s f e r .

T h e r e  a r e  5 u n i o n s  w i t h i n  t h e  ARRC. H o w e v e r ,  t h e r e  a r e  
7 u n i o n  a g r e e m e n t s  i n  e x i s t a n c e  a s  s e v e r a l  u n i o n s  h a v e  
w h i t e  c o l l a r  and  b l u e  c o l l a r  a g r e e m e n t s .

ARRC i s  c u r r e n t l y  n e g o t i a t i n g  w i t h  a l l  5 u n i o n s  i n  an 
a t t e m p t  t o  come up w i t h  a  m a s t e r  a g r e e m e n t .  To t h i s  
m a s t e r  a g r e e m e n t  a p p e n d i c e s  w i l l  b e  a t t a c h e d  f o r  e a c h  u n i o n .

T h e  R a i l r o a d  i s  c u r r e n t l y  i s  a  d i s p u t e  w i t h  UTU ( U n i t e d  
T r a n s p o r t a t i o n  U n i o n ) . T h i s  t h e  t h e  u n i o n  t h a t  r e p r e s e n t s  
t h e  t r a i n m e n  and  e n g i n e m e n  ( a p p r o x i m a t e l y  1 8 0  e m p l o y e e s . )
T he  UTU and  t h e  R a i l r o a d  h a v e  i n i a t e d  s u i t s  t o  r e s o l v e  t h e  
im p a c t  o f  F e d e r a l  Law ( T i t l e  5 ,  U . S .  C o d e )  on  t h e  v a l i d i t y  
o f  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  t h a t  was  i n  e x i s t a n c e  
when  t h e  t r a n s f e r  t o o k  p l a c e .  B o t h  t h e  u n i o n  and t h e  
r a i l r o a d  a g r e e  t h a t  t h i s  d i s p u t e  m u s t  be  r e s o l v e  b e f o r e  
u n i o n  n e g o t i a t i o n  c a n  be c o m p l e t e d .

T h e  q u e s t i o n  t h e  c o u r t  w i l l  h a v e  t o  d e c i d e  i s :
S i n c e  T i t l e  5 made i t  i l l e g a l  f o r  t h e  F e d e r a l  r a i l r o a d  
m an agemen t  t o  n e g o t i a t e  away  i t s  a u t h o r i t y  t o  a s s i g n  
w o r k ,  i s  i t  l e g a l  f o r  c o r p o r a t e  r a i l r o a d  managemen t  t o  
a c c e p t  a n d  a b i d e  b y  a n  u n l a w f u l  a g r e e m e n t ?

A l a s k a  R a i l r o a d  l e g a l  c o u n s e l  s t r o n g l y  f e e l  t h a t  ARRC 
may be  i n  v i o l a t i o n  o f  A l a s k a  l a w  s i n c e ,  i n  r e c e n t  c a s e s ,
A l a s k a  c o u r t  h a v e  a l s o  h e l d  t h a t  managemen t  r i g h t s  
c a n n o t  be  d e l e g a t e d  o r  n e g o t i a t e d  away  b y  p u b l i c  
i n s t i t u t i o n s .  ARRC C o u n s e l  s t r o n g l y  r e c ommended  t h a t  t h e  
C o r p o r a t i o n  i m m e d i a t e l y  c e a s e  p a y i n g  t h e  T i t l e  5 
" a r b i t r a r i e s " .

The  C o r p o r a t i o n  i s  k e e p i n g  a r e c o r d  o f  a l l  e m p l o y e e  c l a i m s  
and  d e p o s i t i n g  a l l  p a y m e n t s  due  i n  a n  i n t e r e s t  b a n k  a c c o u n t .  
T h i s  m oney  w i l l  be  p a i d  t o  t h e  a f f e c t e d  e m p l o y e e s  s h o u l d  
t h e  c o u r t s  f i n d  t h e  b a r g a i n i n g  a g r e e m e n t  u n l a w f u l .
T he  am oun t  b e i n g  e s c r o w e d  a v e r a g e s  a b o u t  $ 2 0 , 0 0 0 /w e e k .

" A r b i t r a r i e s "  a r e  s p e c i f i c  p a y  r u l e s  and  s p e c i a l  p a y  
c o n d i t i o n s  f o r  c e r t a i n  t y p e s  o f  w o r k ,  s u c h  a s  h o o k i n g  
up e n g i n e s  o r  o p e r a t i n g  t r a i n s  m o r e  t h a n  a c e r t a i n  l e n g t h .
The  C o r p o r a t i o n  w o u l d  l i k e  t o  r e s o l v e  t h i s  q u e s t i o n  o u t  
o f  c o u r t  b y  n e g o t i a t i n g  an  a g r e e m e n t  w i t h  t h e  u n i o n  t h a t  
w i l l  s a t i s f y  T i t l e  5 r e q u i r e m e n t s ,  b u t  m i n i m i z e  t h e  
f i n a n c i a l  im p a c t  t o  e m p l o y e e s .

I f  no s o l u t i o n  c a n  be  r e a c h e d ,  t h e  q u e s t i o n  may h a v e  t o  
be r e s o l v e d  i n  c o u r t ,  w h i c h  s h o u l d  t a k e  a p p r o x i m a t e l y  90  
d a y s .



Statem ent o f  Income 

Through th e  P e rio d  Ending August 31, 1985 

( In  Thousands o f  D o lla r s ) *

Year-To-D ate

1985 Budget Variance 1985 Budget Variance

Revenues

R a ilr o a d 6,184 7,213 (1 ,0 2 9 ) 39,259 44,876 (5 ,6 1 7 )

O ther 1.051 750 301 7.586 6.000 1.586

T o ta l 7,235 7,963 (728) 46,845 50,076 (4 ,0 3 1 )

Cost and Expenses 

R a ilr o a d

T ra n s p o rta tio n 2,227 2,809 (582) 14,558 18,044 (3 ,4 8 6 )

Ways and S tru c tu re s 1,504 1,496 8 9,508 8,656 852

Equipment 929 1,137 (208) 7,076 8,251 (1 ,1 7 5 )

General and A d m in is tr a t iv e 1.524 764 760 8.288 5.766 2 ^ 5 2 2

T o ta l 6,184 6,206 (22) 39,430 40,717 (1 .2 8 7 )

O ther 5 393 (388) 185 3.001 2.816

T o ta l 6,189 6,599 (410) 39,615 43,718 (4 ,1 0 3 )

O p e ra tin g  S u rp lu s 1,046 1,364 (318) 7,230 7,158 72

I n t e r e s t  Expense 37 0 37 196 0 196

C orp ora te  Expense 286 161 125 1,703 1,217 486

Net S u rp lus 723 1,203 (479) 5,331 5,941 (610)

D e p re c ia tio n 132 400 (268) 816 3,200 (2 ,3 8 4 )

Net Income (L oss) 591 803 (212) 4.515 2,741 1.774

*  F ig u re s  rounded to  n e a re st thousand d o lla r s



ALASKA RAILROAD CORPORATION 

Sumnary Balance Sheet 

Comparison o f  Federal and S ta te  Ownership 

( In  Thousands o f  D o lla r s )

Asse ts

C urrent A ssets

P ro p e rtie s

Land

O ther

T ota l A ssets

L ia b i l i t i e s  and P m e rs E q u ity  

L i a b i l i t i e s

C urrent L i a b i l i t i e s  

Long Term L i a b i l i t i e s  

O ther L ia b i l i t i e s  and D eferred C re d its  

T o ta l L ia b i l i t i e s

Owners E q u ity

Investm ent by Federal Government * 

Investm ent by S ta te  o f  A laska 

R etained Earnings 

T o ta l Owners E q u ity

T ota l L ia b i l i t i e s  and Owners E q u ity

A nnualized  Return on Investm ent

F e d e r a l __________ S ta te  Ownership

Year-End 1984 Jan. 6 . 1985 Aug. 31. 1985

29,296 15,755 23,197

154,141 4,562 13,171

265 15,414 15,414

3 .4 6 0  1.443 6.093

187.162 37.174 57.875

7,828 1,500 8,722

0 272 7,273

4.156 2.153 3 .2 3 4

Tl,984 3,925 19,229

200,591 0 0

787 33,249 34,131

( 26 .2 0 0 ) _______ 0 4.515

175,178 33,249 38,646

187,162 37.174 57.875

0 .0  19.88

* V h i t t ie r  S h u tt le  Annual Funding
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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

1985 Income (Loss) 
Throuah the Period Ending

Actual

—, 
Jan

-----
Feb Mar

i
Apr May

\
Jun Jul

i
Aug

i
Sep Oct

i
Nov

1
Dec

co. cq

<1.3)
.5

(1.6)
1.3

(1.0)
2.1

.3
2.9

1.0
3.5

1.9
3.9

2.7
4.5

3.5 3.6 3.2 2.9
7.1 (LE)
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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

1985 Capital Expenditures 
Through the Period Ending

Actual

Budget

i f I

I I

■
■

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov

Budget 0 .2 2.4
Actual 0 .2 .5

3.9 5.8
.7 1.2

7.9 10.3 12.1 13.6 13.9 14.1
1.7 3.0 4.2

Dec

14.2



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

Inventory Level 
1985

^ E x c lu d in g  Track Material

4.5 

3.0

1.5 -j 

0

Total
On-Order
Excls. Track 
Material

V ,

D
Jan Feb Mar

10.0 10.2 11.9
.4 .4 2.2

7.5 7.6 7.5

1 2 . 8

3.2

7.3

13.2
3.1

7.1

O n-Qrder

Apr May Jun Jul Aug

12.8 10.5 9.5
1.4 1.0 .9

6 . 8 6.9 6.5
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ALASKA RAILROAD CORPORATION 

PROOECT-TO-DATE CAPITAL PERFORMANCE SUMMARY 

Budget vs A ctual 

Through th e  P e rio d  Ending August 31, 1965 

( In  Thousands o f  D o lla r s )

Approved

Budqet

Amount

A g e r o ^

2,063

L a te s t

E stim a te

1985 YTD 

Expend.

Remainder 

o f  1965 1966

1984 C arryover 2,063 2,028 1,612 285 131

1985 P ro je c ts 13,187 6,650 15,807 2,606 7,542 7,113

TOTAL 15,250 8.713 17.835 4.218 7,827 7.244

S ta te  Funded (Cap. & E x p .)

T ra n s fe r  Funds 268 268 268 268 0 0

S h u tt le  Equipment -  528 925 0 925 0 0 925

Records Management -  529 15 15 15 ___3 12 0

T o ta l S ta te  Funded 1.206 283 1.206 324 12 925



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

ADDULIQNAL expenses

r i s k  Management $ 1 , 0 0 0 , 0 0 0

INTEREST EXPENSE ON EQUIPMENT 500 ,000

PENSION PLAN 40 0 , 000

LOSS OF TRANSFER FUNDS 2 80 ,00 0

ADDITIONAL EXEMPT PERSONNEL 600 ,000

LOSS OF FRA COLLECTION FEE 25 0 ,0 00

MOPAC CAR TRACKING S 'STEM 150..00Q

TOTAL ADDITIONAL COSTS $ 3 , 1 8 0 ,0 0 0



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

ANNUAL HARD DOLLAR SAVINGS

COMPUTER RELATED EQUIPMENT $ 470 ,000

• WANG SYSTEM ($17 5 ,0 00 )

• IBM MAINFRAME ( $7 0 ,0 00 )

• BURROUGHS ( $2 25 , 00 0 )

FREIGHT HOUSE 500,000

LIGHT VEHICLE REDUCTION 100 ,000

ENERGY SYSTEM PROJECT 300 ,000

HEALY HOTEL COMPLEX 300 ,000

WINTER PASSENGER SERVICE 300 ,000

PERSONNEL 2 , 0 0 0 , 0 0 0

NON-RECURRING DATA PROCESSING COSTS 600 ,000

NON-RECURRING CONSULTING CONTRACTS 2 Q Q . Q Q &

TOTAL SAVINGS H,.ZZ(L-Q.QH

.J



ARCTIC FOX FAST FREIGHT SERVICE

SCHEDULED FREIGHT SERVICE 
•* FAST AND DEPENDABLE

TWO-PERSON CREW VS FIVE-PERSON CREW

TWO LOCOMOTIVES VS FIVE 
NO CABOOSE (80 CENTS PER MILE)
NEW EQUIPMENT

• •  LIGHTER AND CHEAPER TO MAINTAIN

RATE STRUCTURE CONSIDERS:
*• CAPITAL COSTS FOR NEW EQUIPMENT 

LOCOMOTIVES AND RAIL CARS 
VAN LIFTS AND HOSTLER TRUCKS

*• ROAD COSTS 
CREWS
TRACK REPAIRS
LOCOMOTIVE AND RAIL CAR FUEL/SERVICING

*• TERMINAL COSTS 
CREWS
LOCOMOTIVE REPAIRS, FUEL, AND SERVICE 
VAN LIFT LABOR AND FUEL 
HOSTLER TRUCK FUEL

SUBSTANTIAL RATE REDUCTIONS ARE STILL POSSIBLE
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September 11, 1985

c

The Honorable Don Bennett 
President, Alaska State Senate 
P. □. Box 2801 
Fairbanks, A K  99707

Dear Senator Bennett:

Thank you for your le tter of August 19, 1985, inquiring about the dispute the 
Railroad is currently having with the U TU  (United Transportation Union). This is 
the union that represents our trainmen and enginemen (approximately 180 
employees).

The U TU  and the Railroad have in itiated suits to resolve the impact of Federal 
Law (Title  5, U.S. Code) on the valid ity o f the co llective  bargaining agreement 
the Corporation inherited on the day of transfer. Both the union and railroad  
management agree that this issue must be resolved before e ffective  labor 
negotiations can be completed. Our Counsel estimates that court resolution w ill 
take 60 to 90 days.

The question is straight forward. Since T itle  5 made it  illegal for the Federal 
Railroad management to negotiate'away its authority to assign work, is it legal 
fo r corporate railroad management to accept and abide by an unlawful 
agreement? My concern, of course, is that an audit o f our management could 
very well charge that we were in violation of Alaska law since, in recent cases, 
Alaska courts have also held that management rights cannot be delegated or 
negotiated away by public institutions.

Unfortunately, we found that actual railroad practice conflicted  with our legal 
position. We were, in e ffect, raising serious legal issues, but at the same time 
continuing to accept the Title  5 portions of the contract in actual practice. Our 
Counsel noted that this inconsistency was d ifficu lt to defend and strongly 
advised that we immediately cease paying the T itle  5 "arbitraries." We accepted  
this recommendation and notified the union that this action was taken. 
However, we are also keeping a record of all employee claim s and depositing all 
payments due in an interest bearing bank account. This money w ill be paid to 
the affected employees should the courts find the bargaining agreement lawful.

To help you understand what we mean by "arbitraries," I have enclosed a list of 
the specific  pay rules that are impacted by T itle  5. Other management rights 
such as crew size, work assignment, etc., would also be impacted but there is no 
financial loss to the employee for these items. The amount being escrowed 
averages about $20,000 per week.



The Honorable Don BennettSeptember 11. 1985Page Two

Incidently, the U TU  filed  with State court for an injunction against the Railroad  
for withholding payment of the "arbitraries." The court denied their request on 
September 3.

While the most d irect manner o f resolving the question is in the courts, we would 
prefer to negotiate an agreement with the union that w ill satisfy the T it le  5 
requirements, but m inim ize the financial im pact to our employees. We have 
made this known to the union leadership and have received an encouraging 
response that they, too, are w illing to explore the negotiation route. We are 
hoping to in itia te  our meetings in the near future and hopefully can reach an 
am icable resolution.

Please let me know if  you have further questions or any comment.

President & C h ie f Executive O ffice r

Enclosure

cc:
The Hon. 3. B. Coghill, Chairm an, Senate Transportation Com m ittee w/encl. 
The Hon. Ben Grussendorf, Speaker of the House w/encl.
The Hon. Bette Cato , Chairman, House Transportation Com m ittee w/encl. 
Mr. J. O. Cam pbell, Chairm an, A R R C  Board w/encl.

Sincerely,



TITLE 5 D E L E T I O N S

Switching at W hittier -  Rule 6. Employees on road freight jobs who do switching 
v irk  in W hittier are paid a minimum of 4 hours fo r switching work performed.

Example: A road crew  departs Anchorage for W hittier to pick up cars loaded 
with trailers for Anchorage. While at W hittier, the crew  switches the unloading 
ramp from the barge track to the storage track, approximately 10 minutes work. 
By perform ing this work, the crew is entitled to payment of 4 hours' work or a 
minimum of $56.70 per crew member in addition to the $140.16 earned for roaa 
miles run.

A ll Initial and F ina l Terminal Delays -  Rule 6. These are delays that road 
freight crews may incur at the originating or term inating term inal. Delays may 
be waiting for another train to arrive at the term inal, switching out a defective  
car, or other reasons.

Example: C rew  A is called to take a freight from Anchorage to Seward at 
1:00 p.m. P rio r to departure, the train is held in the Anchorage yard until a 
gravel train returns from south Anchorage to a yard track. The train depart? for 
5eward at 2:30 p.m. Crew  A is paid a minimum of $14.25 each for in itial 
term inal delay in addition to their regular eamings for the trip. Crew  A departs 
for Seward and arrives at 7:00 p.m. Upon arrival at Seward, cars from their 
train need to be switched to the dock so a pipe ship can unload :n the moming. 
Crew  A places 15 cars to the dock for pipe loading which takes 30 minutes. 
Crew  A  is paid fo r  a minimum of two hours fo r final terminal switching or a 
minimum of $28.50 per employee in addition to their regular eamings which are 
at least $125.60 per employee. Crew  A ties up at 9:45 p.m. a fter being on duty a 
total of 6 hours and 45 minutes.

Hooking up Engines -  Rule 6. Road freight crews, if  required to set out 
locom otives in their consist or pick up locomotives, w ill be paid one hour for 
such work.

Example: A northbound loaded freight train departs Anchorage for Fairbanks 
without enough locom otives to ascend the grade between Canyon and Hurricane. 
A southbound empty freight from Fairbanks to Anchorage has extra locomotives 
and sets out two locomotives at Gold Creek for the northbound train to pick up, 
which w ill enable them to ascend the grade between Canyon and Hurricane.

The southbound crew  is paid a minimum of $14.20 each fo r setting out the 
locom otives and the northbound crew is paid $14.20 each for picking up the 
locom otives in addition to their regular eamings for the: trip. Setting out and 
picking up locom otives takes approximately 15 minutes.

Two Classes of Service -  Rule 7. Employees perf a class o f work different
from which they are assigned or called to perforr ere are four major classes
of work assignments: 1) yard -  this is normally sv .g done in a terminal area
such as Anchorage. Fairbanks, or Seward; 2) freigt... this is normally movement



c of freight trains between term inals such as Anchorage to Fairbanks, Seward to 
Anchorage, etc.; 3) passenger -  this is movement of passengers between 
terminals such as Anchorage to Fairbanks; and 4) work service -  this is normally 
special service such as trains for spreading ballast, ra il, hauling m aterial for 
engineering projects, etc.

Example: Crew  A is ca lled in passenger service to take a passenger train from  
Anchorage to Fairbanks. Crew  A departs Anchorage for Fairbanks. Near 
Talkeetna, a work train dumping ballast develops engine trouble and cannot get 
to a siding one mile away to enable the passenger train to pass them on their run 
to Fairbanks. The passenger train shoves the work train to the siding so they can 
continue on to Fairbanks. Crew  A is then paid for another class of 
service— work service— for shoving the work train one mile to the siding. The 
entire crew A  is paid a day's pay for work service, or a minimum of $492.08 for 
the entire crew, in addition to their regular earnings fo r the passenger trip  from  
Anchorage to Fairbanks.

Autom atically  on Duty -  Rules 3, 4, and 6. Pay fo r employees on regularly  
assigned road freight jobs must begin on the calendar day of their assignment.

Example: C rew  A is assigned to road freight service between Anchorage and 
Healy to work northward to Healy on Sunday and southbound from Healy to 
Anchorage on Monday. C rew  A leaves Anchorage late on Sunday night, 
11:00 p.m., and arrives at Healy at 8:00 a.m. on Monday morning and goes off 
duty fo r rest. The train is moved to Fairbanks by Crew  B from Healy. The 
southbound train from Fairbanks is late departing because of shipper 
requirements and departs Fairbanks at 11:00 p.m. Monday night. Crew  B arrives 
at Healy at 2:30 a.m. Tuesday moming with the southbound train from Crew  A to 
take to Anchorage.

Crew  A is paid from 11:59 p.m. Monday until 2:30 a.m. Tuesday because they are 
autom atically on duty fo r pay purposes on Monday as their assignee' day to work. 
They are paid a minimum of $30.08 each fo r the 2-1/2 hours wait.'ng for their 
train in addition to their regular pay. If the train had arrived at 11:59 p.m. 
Monday, they would not receive any additional payment.

Initial Term inal Switching or Delay at Portage -  Rule 7(c). Crews in Shuttle 
train receive payment fo r delay time at Portage in excess of 30 minutes while 
loading passengers and vehicles in addition to their regular eamings.

Example: Specific  delay tim e of over 30 minutes is incorporated into the 
W hittier Shuttle schedule to allow for passenger and vehicle loading and 
unloading. Thirty three (33) minutes is scheduled at Portage for three operations.

Payment of 33 minutes or a minimum of $36.70 per crew  member is made for 
loading and unloading time in addition to the regular earnings o f at least $214.00 
per crew member.

- 2 -



Guarantee fo r  Gravel Trains -  Ru le 7(d). Crews assigned in gravel service 
between pits near Palm er and souttv Anchorage dump sites are guaranteed 11 
hours' pay regardless of actual time on duty.

Example: C rew  A ’s assignment is to depart Anchorage with an empty train for 
loading, return to Anchorage, dump the cars, and then go o ff duty. Crew  A  
completes their cycle  in 9 hours 30 minutes but is paid fo r 11 hours' time.

9 hours 30 minutes minimum eamings equals $146.62 each
11 hours minimum earnings equals $178.12
Payment for not actually working per employee $ 32.19

C
(

Extra Board Guarantee -  Rule 9. Employees assigned to the extra board at 
Anchorage are guaranteed not less than 700 miles per week in eamings. Extra 
boards are used to f i l l  jobs that are not regularly scheduled and are termed 
"extra jobs" such as freight trains to W hittier to work barge arrivals, special 
passenger trains, or extra switching jobs in the Anchorage yard when business is 
heavy. These boards also cover vacancies that may arise on regularly assigned 
jobs for sickness, short vacations, etc. Extra boards are maintained for 
engineers, firem en, conductors, and brakemen in Anchorage.

Example: Em ployee A is working the brakemen’s extra board in Anchorage. 
Business has slowed slightly and Em ployee A works three Anchorage yard jobs 
and one round trip  to Seward and earns 579 miles or a minimum of $734.51 from  
Sunday through Saturday. Employee A is paid an additional 121 miles or a 
minimum of $138.22 because 700 miles were not earned in a seven-day period.

Run Arounds -  Ru le 9. Employees on extra boards must be called in proper turn,
i.e., "first in -firs t out" basis.

Example: Em ployees A , B. and C  are on the brakemen’s extra board in 
Anchorage and available for work. Vacancies nrise on the W hittier Shuttle at 
11:00 a.m., an Anchorage switching job at 11:30 a.m. and a freight to Fairbanks 
at 12:00 noon.

Brakeman A is first out on the board and is called for the W hittier job since it 
goes to work first. Brakeman C  is third out on the extra board and is called for 
the Anchorage yard job starting at 11:30 a.m. and Brakeman B, who is second 
out, is called for the job starting at 12:00 noon to go to Fairbanks. The crew  
dispatcher has made an error in calling the brakeman. as Brakeman B should have 
been called fo r the Anchorage yard and Brakeman C  for the freight to Fairbanks.

Brakeman B is paid a runaround of a minimum of $57.11 because he was not 
called in tum  for the yard job. However, earnings fo r the Anchorage-Healy  
freight for the one-way trip is a minimum of $379.36 whereas the minimum pay 
for the yard job was $132.08.

Other than Shuttle Equipment - Rule 14. When the crew  assigned to W hittier 
Shuttle service is required to handle freight cars that are not part of the regular 
shuttle equipment (passenger coaches and flat cars fo r vehicle loading), they 
receive additional compensation.

- 3 -



Example: C rew  A works W hittier -Shuttle perform ing the usual service between 
W hittier and Portage. The fish processing plant in W hittier needs to have 
refrigerator cars switched at the plant so they can continue operating. C rew  A, 
while in W hittier, pulls three loaded cars from the plant and respots three empty 
cars. The switching takes 20 minutes. C rew  A is paid fo r four hours' switching 
or a minimum of $60.80 per crew  member in addition to their regular earnings of 
at least $214.00 per employee.

If Crew A were to bring the loaded fish cars back to Anchorage at the end of 
their trip, they would receive an additional payment o f 50 miles or at least 
$60.80 each for handling other than shuttle equipment.

Used on Q ff Day -  Rule 15. Employee performs service on a regularly scheduled 
o ff day.

Example: Employee A is assigned to a yard job in Anchorage that has Saturday 
and Sunday as days off. There is a shortage of brakemen on Saturday and 
employee A is called to work a yard sw itching job in Anchorage from 9:00 a.m. 
to 4:00 p.m. Employee A is paid a minimum of $132.08 fo r yard brakeman from  
9:00 a.m. to 4:00 p.m. and is paid an additional $132.08 fo r being used on regular 
o ff day.

Used O ff Assignment -  Rule 15. Employees works on a job that is d ifferent from  
the one that is their regular job. Employees bid and are assigned to iegularly  
scheduled jobs on a seniority basis.

Example: Conductor A bid on and was assigned to work an Anchorage yard 
switching job working 8:00 a.m.-4:00 p.m., Monday through Friday. Qn 
Wednesday, a shortage of conductors on the extra board exists and a train is 
scheduled to go to Seward to move pipe to Anchorage at 6:00 a.m. The Crew  
Dispatcher determines Conductor A is rested and available and calls Conductor 
A to take the train to Seward and raturn rather than work the regular 8:00 a.m. 
Anchorage yard assignment.

Conductor A takes the train to Seward and back on Wednesday and earns a 
minimum of 228 miles (114 miles one way) or $264.35. In addition to the Sewarci 
earnings, Conductor A is also paid $138.56 for the reyulu iiy  assigned 8:00 a.m. 
Anchorage yard job not worked because he was used o ff his regular assignment. 
The penalty applies even though he earned more on the Seward trip  than the yard 
eamings.

Used on Layover Day - Rule 15. Em ployee performs service on regularly  
scheduled layover day. Crews in regularly assigned road service have what is 
called a layover day. This is the same as a scheduled day o ff.

Example: Employee A is assigned to a road freight job working between
Anchorage and Fairbanks on Monday, Tuesday, Wednesday, and Thursday. Friday  
is a layover day and Saturday and Sunday are days o ff. Assume that on Friday a 
shortage of brakemen arises for the W hittier Shuttle. Employee A is rested and

- 4 -



available and is called for the W hittier Shuttle. Em ployee A earns at a minimum  
of $ 1 f or  the shuttle service on Friday. Additionally, employee A is paid a 
minimum of $114.23 for being used on the layover day.

A ir  Pay -  Rule 43. Yardmen (conductors or brakemen) who couple up a ir brake 
hoses between freight cars in a terminal where carmen (Mechanical Department 
employees -  d ifferent craft) are also employed are paid one hour's pay.

Example: A t Anchorage if  a yard switching crew  couples a ir brake hoses 
between cars they are switching for any reason (shoving a track to make more 
room, setting a defective car out of a train, or any other reason), the conductor 
is paid $17.32 and the brakeman $16.51. Their payment is made only once i f  air 
hoses are connected once or twenty (20) times during the shift. Coupling an air 
hose takes approximately five  (5) seconds.

□verlenqth Train -  Crew  Consist Agreement. The number of freight cars and 
length of the train determines how many brakemen are required as a crew.

Example: Cars Per Train Length of Train Brakemen Required

* may be operated with one (1) brakeman if U TU  agrees.

Length o f train, not work to be performed, determines crew size.

A train o f 75 cars running straight through from Anchorage to Fairbanks would 
need two (2) brakemen, whereas a train of 70 cars would require only one (1) 
brakeman. Work to be performed enroute should determine crew  size, not train 
length.

1-71
71-121
121 or more

Less than 4015' 
Less than 6840' 
Over 6840'

1 or 2*
2



A p r il 5, 1985

MR. FRANK J .  TURPIN, PRESIDENT 
AND CHIEF EXECUTIVE OFFICER 
ALASKA RAILROAD CORPORATION 
Pouch 7-2111 
Anchorage, AK 99510

Dear Mr. Tu rp in :

Attached i s  R eso lu tio n  85-14, approved by the Seward C ity  C ou n c il a t  
i t s  March 27 m eeting. I th in k  t h is  R e so lu t io n  r e f le c t s  the continued  
f ru s t ra t io n s  o f  the Seward Cou n cil a t  A laska R a ilr o a d 's  seeming 
u n w illin g n e ss  to  respond to  our concerns regard ing  the ra ilro a d  po rt 
f a c i l i t y  and uplands in  Seward.

( Attached are co p ie s  o f our p r io r  correspondence dated January 25, 
1985, and November 1, 1984. You w i l l  note th a t  most o f the  issu es  ra ised  
have never been s e r io u s ly  pursued. On January 28 we began a d ia log u e  th a t  
cou ld  do much to  improve c it y / r a i lr o a d  r e la t io n s .  S in ce  th a t  tim e, we have 
seen no a c tio n  to  deal w ith  the concerns expressed in any o f  our p r io r  
correspondence. I understand th a t  the  press o f  business p la ces  la rg e  
demands upon you, but the concerns o f  the C o u n c il need to  be addressed by 
you or a se n io r  member o f  your s t a f f .

C le a r ly ,  i t  is  the  wish o f  t h is  community to  have the maximum degree 
o f co n tro l p o s s ib le  over our p o rt f a c i l i t i e s .  We do not in any way want to  
harm the ra ilro a d  or i t s  op era tio n s; in fa c t ,  our e f fo r t s  to  promote the 
coal p ro je c t , f is h e r ie s  re la te d  sh ip p in g , p ipe  t r a f f i c ,  and general cargo  
sh ipp ing  are a l l  ev idence o f our in te r e s t  in enhancing r a i l  t r a f f i c .



c In co n c lu s io n , I would hope t h is  R e so lu tio n  w i l l  serve to  encourage 
fu r th e r  d ia lo g u e  toward g re a te r  lo c a l involvem ent in  t h is  community's 
g re a te s t asse t -  i t s  m aritim e f a c i l i t i e s .  These issu es need to  be 
addressed, ra th e r than ignored and I r e s p e c t fu l ly  request your a s s is ta n ce  to  
th a t  end.

R e s p e c t fu lly ,

CITY OF SEWARD, ALASKA

I
MAYOR

DWC:RAG:am



C ITY O F  SEWARD, A L A S K A

R E S O L U T I O N  NO. 85-14

A RESOLUT ION OF THE C I T Y  COUNCIL  OF THE C I T Y  OF 
S W A R D ,  ALASKA , REQUEST ING THE TRANSFER OF REAL PROPERTY 

FROM THE ALASKA RAILROAD TO THE C I T Y  OF SEWARD

WHEREAS,  d e c i s i o n s  r e l a t i v e  t o  A l a s k a  R a i l r o a d  o p e r a t i o n s  
a f f e c t i n g  t h e  C i t y  o f  S e w a r d  a r e  made  i n  A n c h o r a g e  w i t h  l i t t l e  o r  n o  
c o n s u l t a t i o n  w i t h  S e w a r d ;  a n d

WHEREAS,  t h e r e  a r e  no A l a s k a  R a i l r o a d  e x e c u t i v e s  w i t h  d e c i s i o n  
m a k i n g  p o w e r s  i m m e d i a t e l y  o n  h a n d  i n  S e w a r d  t o  r e s o l v e  o p e r a t i o n a l  
p r o b l e m s ;  a n d

WHEREAS,  t h e  R a i l r o a d ' s  e x c l u s i v e  c o n t r a c t i n g  p o l i c i e s  
e x c l u d i n g  o t h e r  b o n a  f i d e  s t e v e d o r i n g  c o m p a n i e s  m i t i g a t e s  a g a i n s t  f u l l  
u t i l i z a t i o n  o f  t h e  P o r t  o f  S e w a r d ;  a n d

WHEREAS,  A l a s k a  R a i l r o a d  h a s  a s s e s s e d  t a r i f f s  t o  a s s u r e  t h e  
p r o t e c t i o n  o f  r a i l  t r a f f i c  r a t h e r  t h a n  t o  e n c o r u a g e  f u l l  u t i l i z a t i o n  o f  
t h e  P o r t ;  a n d

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

WHEREAS,  max imum u t i l i z a t i o n  o f  t h e  d o c k  w o u l d  b e n e f i t  t h e  
C i t y  o f  S e w a r d  b y  p r o v i d i n g  j o b s ,  i n c r e a s i n g  t h e  t a x  b a s e  a n d  e n h a n c i n g  
t h e  l o c a l  e c o n o m y ;

NOW, THEREFORE ,  BE I T  RESOLVED BY THE C I T Y  COUNCIL OF THE C I T Y  
OF SEWARD, ALASKA , t h a t :

S e c t i o n  1 .  T h e  S t a t e  o f  A l a s k a  i s  h e r e b y  r e q u e s t e d  t o
t r a n s f e r  a l l  r e a l  p r o p e r t y  l o c a t e d  w i t h i n  t h e  C i t y  o f  S e w a r d ,  w i t h  t h e
e x c e p t i o n  o f  t h e  r a i l  l i n e ,  f r o m  t h e  A l a s k a  R a i l r o a d  t o  t h e  C i t y  o f
S e w a r d .

S e c t i o n  2 .  A c e r t i f i e d  c o p y  o f  t h i s  r e s o l u t i o n  s h a l l  b e
f o r w a r d e d  t o  t h e  H o n o r a b l e  G o v e r n o r  B i l l  S h e f f i e l d .

S e c t i o n  3 .  T h i s  r e s o l u t i o n  s h a l l  t a k e  e f f e c t  i m m e d i a t e l y  u p o n  
i t s  a d o p t i o n .

PASSED AND APPROVED BY THE C I T Y  COUNCIL  OF THE C I T Y  OF SEWARD, 
ALASKA , t h i s  2 7 t h  d a y  o f  M a r c h __________________________ > 19 3 5
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#

Y o u r  l e t t e r  o f  J a n u a r y  17, 1 9 8 5 ,  a d d r e s s e d  to S e a W a y  E x p r e s s  

C o r p o r a t i o n  is n o t  o n l y  d i s t u r b i n g ,  b u t  it is c o n t r a r y  to t h e  
a g r e e m e n t s  b e t w e e n  T h e  A l a s k a  R a i l r o a d  a n d  S e a W a y  E x p r e s s  C o r p o ­

r a t i o n .

1) T h e  o n l y  r e a s o n  t h a t  S e a W a y  is  t r u c k i n g  b e t w e e n  S e w a r d ,  
A n c h o r a g e  a n d  F a i r b a n k s  is o u r  e f f o r t  t o  k e e p  t h e  S e w a r d  c o r r i d o r  

o p e n .  T h e  A R R  h a s  c o n t i n u o u s l y  p r e v e n t e d  S e a W a y  f r o m  r e m a i n i n g  
c o m p e t i t i v e  i n  a l a r g e  p o r t i o n  o f  t h e  m a r k e t p l a c e  b y  r e f u s i n g  t o  
a c c e p t  c o m p e t i t i v e  p r i c i n g  in a c c o r d a n c e  w i t h  t h e  d i v i s i o n  o f  
r e v e n u e  s h e e t  o f  o u r  O p e r a t i n g  A g r e e m e n t .  W e  h a v e  e x p l a i n e d  t h a t  
c o n t i n u a t i o n  o f  A R R  p o l i c i e s  c a n  o n l y  c a u s e  t h e  e n d  o f  s e r v i c e  
t h r o u g h  S e w a r d .  L i k e w i s e ,  y o u r  p r e s s i n g  f o r  a w h a r f a g e  c h a r g e  
w h e n  w e  l o a d / u n l o a d  a c r o s s  o u r  o w n  r a m p s  (not a c r o s s  y o u r  p i e r )  
w o u l d  n o t  o n l y  b e  c o n t r a r y  to o u r  c o n t r a c t ,  b u t  it w o u l d  a l s o  
c a u s e  t h e  e n d  o f  s e r v i c e  t h r o u g h  S e w a r d .  W i t h  t h e  p r e s e n t  A R R  
p r i c i n g  p o l i c y ,  t h e  o n l y  w a y  s e r v i c e  c a n  p r o c e e d  t h r o u g h  S e w a r d  
is b y  t r u c k i n g  a" l a r g e  p o r t i o n  o f  t h e  f r e i g h t .

I f  the A R R  w o u l d  r e a c t  to c o m p e t i t i v e  p r i c i n g  i n  a t i m e l y  
m a n n e r  in a c c o r d a n c e  w i t h  o u r  O p e r a t i n g  A g r e e m e n t ,  so S e a W a y  
E x p r e s s  c o u l d  m a i n t a i n  a c o m p e t i t i v e  p r i c e  to o u r  c u s t o m e r s ,  
t h e n  w e  w o u l d  u s e  t h e  r a i l r o a d  f o r  a s  m u c h  f r e i g h t  as p o s s i b l e .
A s  y o u  k n o w ,  to m o v e  f r e i g h t  b y  S e a W a y  a n d  t h e n  b y  r a i l  to 
A n c h o r a g e  a n d  F a i r b a n k s ,  t o g e t h e r  w e  m u s t  b e  c o m p e t i t i v e  or  w e  

w i l l  h a v e  n o  c u s t o m e r s .  T h e r e f o r e ,  t h e  A R R  h a s  to s i g n  c o m p e t i­
t i v e  p r i c i n g  a g r e e m e n t s  w i t h  o u r  c u s t o m e r s ,  a n d  t h e  d i v i s i o n  o f
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R a g e  T w o

r e v e n u e  b e t w e e n  S e a W a y  a n d  T h e  A l a s k a  R a i l r o a d  m u s t  be  i n  
a c c o r d a n c e  w i t h  t h e  t e r m s  o f  t h e  s p l i t  o f  r e v e n u e  ( b e t w e e n  us) 
as c a l l e d  f o r  in  o u r  s i g n e d  O p e r a t i n g  A g r e e m e n t ,  if f r e i g h t  is 
to m o v e  b y  r a i l .  T h e  A R R  p e n a l i s i n g  o r  h a r a s s i n g  S e a W a y  o r  o u r  
A l a s k a  c u s t o m e r s  i n  a n  a t t e m p t  to f o r c e  t h e m  o n  t h e  r a i l r o a d  
w i l l  not w o r k ,  b u t  w i l l  o n l y  f o r c e  S e a W a y  o u t  o f  S e w a r d  a n d / o r  

the c u s t o m e r s  to u s e  o t h e r  r o u t e s  ( w h i c h  h a s  b e e n  the c a s e ) .

O u r  c u s t o m e r s  a l s o  d e m a n d  a n d  d e s e r v e  t i m e l y  s e r v i c e ,  w h i c h  
o u r  O p e r a t i n g  A g r e e m e n t  c a l l s  f o r  a n d  S e a W a y  is d e d i c a t e d  to p r o­
vi d e .  Y o u r  e x c u s e  is y o u r  l a c k  o f  r a i i c a r s  (for w h i c h  y o u  s o m e­
h o w  b l a m e  S e a W a y  E x p r e s s ) , i n s t e a d  o f  d e d i c a t i n g  e x i s t i n g  c a r s  
a n d  e q u i p m e n t  to m a x i m i z e  p e r f o r m a n c e .  A s  y o u  k n o w ,  t h e  A R R  
w a n t e d  to p u r c h a s e  t h e s e  n e w  t y p e  c a r s  f r o m  P A C C A R  a n d  n e g o t i a t e d  
w i t h  t h e m  to d o  so. S e a W a y  w a s  a m e a n s  f o r  t h e  A R R  to g e t  t h e  
c a r s  t h e y  w a n t e d  f r o m  P A C C A R  a n d  w e  r e l u c t a n t l y  a g r e e d  to be o f  
a s s i s t a n c e .  W h e n  P A C C A R  p u l l e d  o u t  o n  the p r o m i s e d  f i n a n c i n g ,  the 
p r o j e c t  f e l l  a p a r t ;  i n  g o o d  f a i t h  S e a W a y  e n d e a v o r e d  l o n g  a n d  h a r d  
to  p u t  it b a c k  t o g e t h e r  f o r  e v e r y o n e ' s  s a k e  b y  t r y i n g  to f i n d  o t h e r  
f i n a n c i n g  or  lease, a r r a n g e m e n t s .  A s  a r e s u l t  o f  S t a t e  o w n e r s h i p ,  
y o u  n o w  h a v e  t h e  a b i l i t y  to p e r f e c t  y o u r  o w n  p u r c h a s e ,  a n d  y o u  
h a v e  i n f o r m e d  us t h a t  y o u  n o  l o n g e r  n e e d  S e a W a y  as  a i n t e r m e d i a r y .

2) W e  w i l l  c o n t i n u e  to  pr-ovide y o u r  a g e n t  " o n e  c o p y  o f  s h i p ' s  
m a n i f e s t  i n d i c a t i n g  a l l  c a r g o  to b e  i n t e r c h a n g e d  w i t h  the A R R  . . . 
f o r  e a c h  t r a i l e r  a n d  a l l  o t h e r  t y p e s  o f  s h i p m e n t  w h i c h  w i l l  be 
m o v i n g  b y  r a i l " ( e m p h a s i s  a d d e d ] , a s  p r o v i d e d  i n  t h e  O p e r a t i n g  
A g r e e m e n t .

3) O u r  A l a s k a  G e n e r a l  M a n a g e r ,  Mr. W i l l i a m  T. A b b o t t ,  h a s  
i n f o r m e d  m e  o f  y o u r  s t a t e m e n t  t h a t  i f  w e  w e r e  to c o n s u m m a t e  n e ­
g o t i a t i o n s  w i t h  P a c  W e s t  t o  m o v e  o u r  S e a W a y  t e r m i n a l  to t h e i r  
A n c h o r a g e  p r o p e r t y  ( w h i c h  P a c  W e s t  l e a s e s  f r o m  t h e  A R R ) , t h a t  
y o u  w i l l  r a i s e  t h e i r  c o s t  o r  t e r m i n a t e  t h e i r  l e a s e  t o  i n h i b i t  
o u r  m o v e .

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

W e  b e l i e v e  in t h e  f r e e  e n t e r p r i s e  s y s t e m  a n d  t h e  n e e d  to 
s e r v e  the c o m m u n i t y ,  p r o v i d e  j o b  o p p o r t u n i t y  an d ,  h o p e f u l l y ,  
m a k e  a p r o f i t  f r o m  o u r  i n v e s t m e n t s .  I a g a i n  r e m i n d  y o u  t h a t  
S e a W a y  E x p r e s s  C o r p o r a t i o n ,  n o t  T h e  A l a s k a  R a i l r o a d ,  p u t  up  t h e  
v e n t u r e  c a p i t a l  f o r  t h i s  p r o j e c t .  T h e  r a i l r o a d  o n l y  l e a s e d  a 
p o r t i o n  o f  t h e i r  S e w a r d  p r o p e r t y  to u s  a t  f a i r  m a r k e t  v a l u e  to 
b u i l d  o u r  n o r t h e r n  t e r m i n a l .  W e  d o  n o t  l e a s e  o r  u s e  y o u r  S e w a r d  
d o c k  c o n t r a r y  to y o u r  p r o m i s e s  to p e r m i t  us a c c e s s .
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Y o u r  a t t e m p t s  t o  c o n t r o l ,  r e g u l a c e ,  d i r e c t ,  i n t e r f e r e  o r  
o t h e r w i s e  i n f l u e n c e  o u r  b u s i n e s s  a f f a i r s  ( o t h e r  t h a n  t h a t  a g r e e d  
o n  b e t w e e n  S e a W a y  a n d  t h e  A R R ) , is t o t a l l y  u n a c c e p t a b l e .  F u r t h e r ,  

t h i s  t y p e  o f  a c t i o n  d o e s  n o t  b e n e f i t  a n y o n e ,  e s p e c i a l l y  t h e  r e s i ­
d e n t s  o f  A l a s k a .  I n  f a c t ,  y o u r  a c t i o n s  w o u l d  r e q u i r e  t h e  A l a s k a  * 
c o n s u m e r  to p a y  m o r e .

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

g e t h e r  f o r  a comracn g c a l  t o  i n c r e a s e  t h e  e c o n o m i c  b a s e .  If  it 
is t h e  i n t e n t i o n  o f  T h e  A l a s k a  R a i l r o a d  to f o r c e  o u r  c o s t  o f  

o p e r a t i o n  to t h e  p o i n t  w h e r e  w e  c a n n o t  u s e  S e w a r d ,  a n d  n o w  
A n c h o r a g e ,  t h e n  I b e l i e v e  t h a t  t h e r e  a r e  p o r t s  t h a t  w o u l d  s t i l l  
w e l c o m e  a g o o d  c o m p e t i t o r  l i k e  S e a W a y .

4) I n  s h o r t ,  t h e  r a i l r o a d ' s  e m o t i o n a l  a n d  a r b i t r a r y  a c t i o n s ,  
p a r t i c u l a r l y  i n  n o t  a l l o w i n g  S e a W a y  to r e a c t  to m a r k e t  c o n d i t i o n s  
a n d  c u s t o m e r ' s  n e e d s ,  is c a u s i n g  S e a W a y  to l o s e  p r e s e n t  a n d  p r o ­
s p e c t i v e  c u s t o m e r s .  A l t e r n a t i v e  s e r v i c e  i n  l i e u  o f  r a i l  ( s u c h  as 
t r u c k i n g )  h a s  b e e n  o u r  o n l y  c h o i c e  i n  o r d e r  to c o n t i n u e  t h r o u g h  
S e w a r d .  I f  t h e  A R R  n o w  t r i e s  to f i n e  us o r  o u r  c u s t o m e r s  for 
u s i n g  A l a s k a  t r u c k i n g  b y  c h a r g i n g  w h a r f a g e  o r  s u c h  o t h e r  t a c t i c s ,  
t h e n  e v e r y o n e  l o s e s .

A l a s k a n s  w i l l  n o t  a n d  s h o u l d  n o t  p a y  m o r e  o r  w a i t  l o n g e r  to 
u s e  the r a i l r o a d  o r  t h e  P o r t  o f ^ S e w a r d .

It r e m a i n s  o u r  s i n c e r e  d e s i r e  t o  w o r k  w i t h  T h e  A l a s k a  R a i l ­
ro a d .  W e  w o u l d  o n l y  t r u c k  w h e n  t h e  r a i l r o a d  is n o t  s a t i s f i e d  
w i t h  y o u r  s h a r e  o f  r e v e n u e  a c u s t o m e r  w i l l  pa y .  T h e r e  a r e  t w o  
p a r t i e s  to t h i s  a g r e e m e n t  - S e a W a y  E x p r e s s  C o r p o r a t i o n  a n d  T h e  
A l a s k a  R a i l r o a d .  H o w e v e r ,  m a n y  A l a s k a  a n d  W a s h i n g t o n  c i t i z e n s  
w i l l  b e  d i r e c t l y  i m p a c t e d  i n  v a r y i n g  d e g r e e s  as a r e s u l t  o f  o u r  
a c t s .

W e  r e q u e s t  t h a t  y o u  p u t  y o u r  i n t e n t i o n s  i n  w r i t i n g  c o n c e r n i n g  
S e a W a y ' s  o p e r a t i o n  in S e w a r d  a n d / o r  A n c h o r a g e ,  so  w e  m a y  t a k e  
a p p r o p r i a t e  a c t i o n .

cc: G o v e r n o r  W i l l i a m  F. S h e f f i e l d

J a m e s  C a m p b e l l  

F r a n k  G.  T u r p i n

S e c r e t a r y  -  T h e  A l a s k a  R a i l r o a d  C o m m i s s i o n  
M a y o r  D o n a l d  W„ C r i p p s  
R o n a l d  A. G a r z i n i

V e r y  t r u l y  y o u r s

S E A W A Y  E X P R E S S  C O R P O R A T I O N

F r e d  L. P e i l  
G e n e r a l  M a n a g e r

®  F L P : j s
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A l a s k a  S t a t e  L e g i s l a t u r e

H ouse

Pouch V 
State Capitol 

Juneau, Alaska 9'

To:

From:

re:

M E M O

Al l  L e g i s l a t o r s  
B o a r d  of D i r e c t o r s ,  T h  
Rep. F r i t z  P e t t y ] o h

^ k a  R a i l r o a d  

T r a n s f e r r i n g  the A l a s k a  R a i l r o a d  in t o  p r i v a t e owner s m o

C
(

W h o  s h o u l d  o w n  the A l a s k a  R a i l r o a d ?  T h e  S t ate of A l a s k a  
or the p e o p l e  of the S t a t e  of A l a s k a ? ?

If y o u  are i n c l i n e d  t o w a r d  the latter, p l e a s e  r e v i e w  the 
e n c l o s e d  bill a n d  m e m o r a n d u m .  I s o l i c i t  y o u r  s u g g e s t i o n s  and 
c r i t i c i s m .
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  O c t o b e r  25, 1985

SU B J E C T :  T r a n s f e r  of the A l a s k a  R a i l r o a d  into p r i v a t e
o w n e r s h i p  (Work O r d e r  14-1397)

TO: R e p r e s e n t a t i v e  F r i t z  P e t t y j o h n

FROM: T a m a r a  B r a n d t  C o o k
L e g i s l a t i v e  C o u n s e l ^ ^ J  

D i v i s i o n  o f  L e g a l  S e r v i c e s

H e r e  is a d r a f t  of  the b i l l  y o u  r e q u e s t e d  t r a n s f e r r i n g  the 
A l a s k a  R a i l r o a d  i n t o  p r i v a t e  o w n e r s h i p  a n d  i n c o r p o r a t i n g  
d e t a i l s  y o u  r e q u e s t e d  c o n c e r n i n g  the a m o u n t  of s t o c k  to be 
i s s u e d  by  the p r i v a t e  c o r p o r a t i o n  a n d  d i s t r i b u t i o n  of the 
stock. How e v e r ,  s p e c i f i c  d e t a i l s  a b o u t  h o w  the p r i v a t e  
c o r p o r a t i o n  w o u l d  b e  f o r m e d  a n d  the p u b l i c  c o r p o r a t i o n  w o u l d  
be d i s s o l v e d  w e r e  n o t  s u p p l i e d  w i t h  y o u r  reouest, so p l e a s e  
r e v i e w  this d r a f t  to d e t e r m i n e  w h e t h e r  this a p p r o a c h  
a c c o m p l i s h e s  y o u r  pur p o s e .

P l e a s e  n o t e  that the l e g i s l a t i o n  e s t a b l i s h i n g  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  i n c l u d e d  a p r o v i s i o n  r e q u i r i n g  the 
p r e p a r a t i o n  o f  a r e p o r t  b y  a p r i v a t e  c o n s u l t a n t  c o n t a i n i n g  
r e c o m m e n d a t i o n s  o n  o p e r a t i o n a l  a l t e r n a t i v e s  a n d  the t r a n s f e r  
of the r a i l r o a d  to the p r i v a t e  sector. (Ch. 153, S L A  1984, 
s e c t i o n  3) T h e  r e p o r t  w o u l d  h a v e  b e e n  due by  F e b r u a r y  1, 
1987. I h a v e  p r o v i d e d  for the r e p e a l  of this p r o v i s i o n  in 
this draft, s i n c e  the r e p o r t  s e e m s  to s e r v e  n o  p u r p o s e  in 
v i e w  of the fact that the t r a n s f e r  of  the railroad* is 
a c c o m p l i s h e d  u n d e r  the terms o f  the draft.

N o t e  a l s o  that I h a v e  i n c l u d e d  a p r o v i s i o n  r e q u i r i n g  the 
p r i v a t e  c o r p o r a t i o n  to a g r e e  n o t  to c o n v e r t  re a l  p r o p e r t y  to 
a use that w o u l d  p r e v e n t  the r a i l r o a d  fr o m  o p e r a t i n g  for a 
p e r i o d  of ten y e a r s  a f t e r  the t r a n s f e r  of the r a i l r o a d  to 
the state. T h i s  is an a t t e m p t  to a v o i d  the p o s s i b i l i t y  o f  
t r i g g e r i n g  the r e v e r s i o n  p r o v i s i o n  in 45 U S C  1209(a) o f  t h e  
A l a s k a  R a i l r o a d  T r a n s f e r  A c t  w h i c h  states
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If, w i t h i n  ten y e a r s  a f t e r  the date of t r ansfer to the 
S t a t e  a u t h o r i z e d  by s e c t i o n  604 of this title, the 
S e c r e t a r y  finds that all or p a r t  o f  the real p r o p e r t y  
t r a n s f e r r e d  to the S t a t e  u n d e r  this title, e x c e p t  that 
p o r t i o n  of re a l  p r o p e r t y  w h i c h  lies w i t h i n  the 
b o u n d a r i e s  of the D e n a l i  N a t i o n a l  P a r k  a n d  Preserve, is 
c o n v e r t e d  to a u s e  that w o u l d  p r e v e n t  the S t a t e - o w n e d  
r a i l r o a d  f r o m  c o n t i n u i n g  to o p erate, that real p r o p e r t y  
( i n c l u d i n g  p e r m a n e n t  i m p r o v e m e n t s  to the property) 
sh all r e v e r t  to the U n i t e d  S t a t e s  G o v e r n m e n t ,  or (at 
the o p t i o n  o f  the State) the S t a t e  s h all pay to the 
U n i t e d  St a t e s  G o v e r n m e n t  an a m o u n t  d e t e r m i n e d  to b e . t h e  
fair m a r k e t  v a l u e  of  that p r o p e r t y  at the time its 
c o n v e r s i o n  p r e v e n t s  c o n t i n u e d  o p e r a t i o n  of the 
railr o a d .

T h e  f e d e r a l  A l a s k a  R a i l r o a d  T r a n s f e r  Act co n t a i n s  o t her 
p r o v i s i o n s  that m a y  p o s e  p r o b l e m s  in t r a n s f e r r i n g  the 
r a i l r o a d  f r o m  s t a t e  to p r i v a t e  o w n e r s h i p . F a v o r a b l e  tax 
t r e a t m e n t  is e x t e n d e d  u n d e r  45 U S C  1207(a)(6) to the 
r a i l r o a d ,  b u t  on l y  if it is o p e r a t e d  by  the state.

(A) A f t e r  the da t e  o f  t r a n sfer, c o n t i n u e d  o p e r a t i o n  of 
the A l a s k a  R a i l r o a d  b y  a p u b l i c  corporation, 
a u t h o r i t y  or o t h e r  a g e n c y  of the S t ate shall be 
d e e m e d  to be an e x e r c i s e  o f  an e s s e n t i a l  
g o v e r n m e n t a l  f u n c t i o n ,  a n d  r e v e n u e  d e r i v e d  f r o m  
s u c h  o p e r a t i o n  s h a l l  b e  d e e m e d  to a c c r u e  to the 
S t a t e  for the p u r p o s e s  of s e c t i o n  115(a)(1) of  the 
I n t e r n a l  R e v e n u e  C o d e  of 1954 (26 U.S.C. 
1 1 5(a)(1)). O b l i g a t i o n s  i s s u e d  by such e n t i t y  
s h a l l  a l s o  be  d e e m e d  o b l i g a t i o n s  o f  the State for 
the p u r p o s e s  of s e c t i o n  103(a)(1) of the I n t e r n a l  
R e v e n u e  Co d e  of 1954 (26 U.S.C. 103(a)(1)), but 
not o b l i g a t i o n s  w i t h i n  the m e a n i n g  of s e c t i o n  
103(b)(2) of the I n t e r n a l  R e v e n u e  Co d e  of 1954 (26 
U.S.C. 103(b)(2)).

(B) N o t h i n g  in this t i t l e  s h a l l  be d e e m e d  or c o n s t r u e d  
to a f f e c t  c u s t o m a r y  t a x  t r e a t m e n t  o f  p r i v a t e  
i n v e s t m e n t  in the e q u i p m e n t  or o t h e r  as s e t s  that 
are u s e d  or o w n e d  b y  the S t a t e - o w n e d  railroad.

45 U.S.C. 1209(e) p r o v i d e s  that, u n d e r  c e r t a i n  
c i r c u m s t a n c e s ,  m o n e y  r e a l i z e d  b y  the s t ate fr o m  the sale of 
the r a i l r o a d  w o u l d  go to the U n i t e d  S t a t e s  g o v e r n m e n t .  It 
is i m p o s s i b l e  to d e t e r m i n e  w h e t h e r  the sale of stock 
p r o v i d e d  tor in this d r a f t  w o u l d  r e s u l t  in any p r o f i t  to the
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s t a t e  that w o u l d  be s u b j e c t  to s u b s e c t i o n  (e) of the f e d e r a l  
law, s i n c e  it is n o t  k n o w n  w h a t  r e l a t i o n s h i p  the p rice o f  
$50 p e r  s h are b e a r s  to the a c t u a l  v a l u e  of the s tock or h o w  
m u c h  s t o c k  w i l l  be sold. F o r  y o u r  i n f o r m a t i o n ,  however, 
s u b s e c t i o n  (e) states

E x c e p t  as p r o v i d e d  in s u b s e c t i o n  (a) t h r o u g h  (d) 
this section, if, w i t h i n  fi v e  y e a r s  after the date of 
t r a n s f e r  to the S t a t e  p u r s u a n t  to s e c t i o n  604 of this 
title, the s t a t e  sells or t r a n s f e r s  all or 
s u b s t a n t i a l l y  all of the S t a t e - o w n e d  r a i l r o a d  to an 
e n t i t y  o t h e r  than an i n s t r u m e n t a l i t y  of the State',-the 
p r o c e e d s  f r o m  the sale or t r a n s f e r  that e x c e e d  the cost 
of any r e h a b i l i t a t i o n  a n d  i m p r o v e m e n t  m a d e  by the S t a t e  
for the S t a t e - o w n e d  r a i l r o a d  a n d  a n y  net liabil i t i e s  
i n c u r r e d  b y  the S t a t e  for the S t a t e - o w n e d  r a i l r o a d  
s h a l l  be p a i d  into the g e n e r a l  f u n d  o f  the T r e a s u r y  of 
the U n i t e d  States.

T h i s  d r a f t  does n o t  a d d r e s s  a n o t h e r  p o t e n t i a l  p r o b l e m  w h i c h  
c o u l d  a r i s e  if the r a i l r o a d  is t r a n s f e r r e d  into p r i v a t e  
o w n e r s h i p .  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  has the p o w e r  to 
i s s u e  b o n d s  w i t h  l e g i s l a t i v e  a p p r o v a l .  If b o n d s  are i s s u e d  
a n d  d e p e n d i n g  u p o n  the terms o f  the b o n d s  themselves, it m a y  
be n e c e s s a r y  t o * e n t i r e l y  r e d e e m  t h ese b o n d s  b e f o r e  the s t ate 
m a y  g i v e  up o w n e r s h i p  of the r a i l r o a d ,  s i nce the b o nds w i l l  
h a v e  b e e n  m a r k e t e d  as o b l i g a t i o n s  of a p u b l i c  c o r p oration. 
Y o u  m a y  w i s h  to l o o k  into this p r o b l e m  f u r t h e r  b e f o r e  
i n t r o d u c i n g  l e g i s l a t i o n  t r a n s f e r r i n g  the r a i l r o a d  into 
p r i v a t e  o w n e r s h i p .

L a s t l y ,  there is a p o s s i b i l i t y  that the sale of s t o c k  in the 
p r i v a t e  c o r p o r a t i o n  to c e r t a i n  c l a s s e s  of p e o p l e  on a 
p r e f e r e n t i a l  b a s i s  m a y  v i o l a t e  f e d e r a l  s e c u r i t i e s  law. 
S e c u r i t i e s  law, like b o nding, is a v e r y  s p e c i a l i z e d  field. 
T h i s  d r a f t  s h o u l d  p r o b a b l y  be r e f e r r e d  to an e x p e r t  in the 
f i e l d  for r e v i e w  p r i o r  to i n t r o d u c t i o n  as legislation.

P l e a s e  let m e  k n o w  if there are c h a n g e s  y o u  w o u l d  like m a d e  
to this d r a f t  or if I c a n  be of f u r t h e r  a s s i s t a n c e  to y o u  in 
this p roject.

T 3 C :m k r  
M l :059

E n c l o s u r e
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IN THE HOUSE BY PETTYJOHN
HOUSE BILL  NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FOURTEENTH LEGISLATURE - SECOND SESSION 

A BILL
F o r  an Act  e n t i t l e d :  "An Act r e l a t i n g  t o  the  A l a s k a  R a i l r o a d ;  and p r o v i d ­

i n g  f o r  an e f f e c t i v e  d a t e . "
BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*  S e c t i o n  1. ALASKA RAILROAD PURCHASE FUND. The Depa r tn en t  o f  Revenue 
s h a l l  e s t a b l i s h  a fund to  be-known as the A l a s k a  R a i l r o a d  pu rchase  fu nd .  
F i f t y  d o l l a r s  from. each permanent fund  d i v i d e nd  de s i g n a t ed  f o r  payment to 
the A la s ka  R a i l r o a d  pu rchase  fund unde r  sen .  2 o f  t h i s  Act  s h a l l  be depo s ­
i t e d  i n  the fund  f o r  the c r e d i t  o f  the pe rs on  f o r  whom the d i v i d e n d  was 
p a i d .

* Sec .  2 .  ELECTION OF PERMANENT FUND DIVIDEND PAYMENTS. I n  19S7 the 
permanent  fund d i v i d e n d  a p p l i c a t i o n  fo rm  s h a l l  be p r e p a r e d  t o  a l l o w  an 
a p p l i c a n t  t o  i n d i c a t e  whethe r  the e n t i r e  pe rn anen t  fund d i v i d e n d  payment 
s h ou ld  be p a id  t o  the a p p l i c a n t  o r  whethe r  $50 f r om the d i v i d e n d  shou ld  be 
p a id  t o  th e  A l a s k a  R a i l r o a d  pu rcha se  fund  t o  r e s e r v e  a sha r e  o f  s t o c k  i n  a 
p r i v a t e  c o r p o r a t i o n  when i t  i s  fo rmed to  r e p l a c e  th e  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 .  The Depar tment  o f  Revenue s h a l l  pay th e  d i v i d e n d  as  d i r e c t e d  
on the  f o rm .  I f  an a p p l i c a n t  does n o t  i n d i c a t e  a p r e f e r e n c e  f o r  the 
paymenc o f  the permanent  fund d i v i d e n d  on the  a p p l i c a t i o n  fo rm ,  the e n t i r e  
d i v i d e n d  s h a l l  be p a id  to  the a p p l i c a n t .

* Sec . 3 .  RESERVATION OF ADDITIONAL SHARES OF STOCK. ( a )  As soon as 
p o s s i b l e  a f t e r  th e  permanent  fund a p p l i c a t i o n  d e a d l i n e  f o r  198 ’  the boa rd  
o f  d i r e c t o r s  o f  th e  A la s ka  R a i l r o a d  C o r p o r a t i o n  s h a l l  c a l c u l a t e  the number 
o f  s ha r e s  o f  s t o c k  i n  the s u c c e s s o r  p r i v a t e  c o r p o r a t i o n  r e s e r v e d  f o r  d i s ­
t r i b u t i o n  under  s e c .  5 ( b )  o f  t h i s  A c t .  I f  a l l  o f  the  s h a r e s  o f  s t o c k

- 1 -
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a u t h o r i z e d  to  be i s s u ed  unde r  s e c .  5 ( a )  o f  t h i s  Act a r e  n o t  r e s e r v e d  f o r  
d i s t r i o u t i o n  unde r  s e c .  5 ( b )  o f  t h i s  A c t ,  the boa rd  o f  d i r e c t o r s  s h a l l  
o f f e r  each employee o f  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  the o p t i o n  o f  r e ­
s e r v i n g  rema in ing  sha r e s  o f  s t o c k  by p ay ing  S50 p e r  s h a r e  t o  the Depar tment  
o f  Revenue f o r  d e p o s i t  i n  the  A l a s k a  R a i l r o a d  pu rchase  fund t o  the  c r e d i t  
o f  the  emp loyee .  An employee may n o t  r e s e r v e  more chan 20 sha r e s  o f  s t o c k  
unde r  t h i s  s ub s e c t i o n  and payment f o r  th e  r e s e r v a t i o n  o f  s t o c k  must be 
r e c e i v e d  by the Department o f  Revenue w i t h i n  30 days a f t e r  the boa rd  o f  
d i r e c t o r s  makes the  o f f e r  unde r  t h i s  s u b s e c t i o n .

( b )  As soon as p o s s i b l e  a f t e r  the p e r i o d  f o r  the  r e c e i p t  o f  payments 
f o r  the r e s e r v a t i o n  o f  s t o c k  by employees o f  the A l a s k a  R a i l r o a d  Co rpo­
r a t i o n  has e l a o s e d  the  board o f  d i r e c t o r s  s h a l l  c a l c u l a t e  the number o f  
s ha re s  o f  s t o c k  r e s e r v e d  f o r  d i s t r i b u t i o n  t o  the  emp loyees .  The bo a rd  o f  
d i r e c t o r s  s h a l l  o f f e r  the o p t i o n  o f  r e s e r v i n g  rema in in g  sh a r e s  a u t h o r i z e d  
ur .cer s e c .  5 ( a )  o f  t h i s  Act  t o  i n d i v i d u a l s  who have r e s i d e d  in  th e  s t a t e  
f o r  a t  l e a s t  30 days .  A r e s i d e n t  may r e s e r v e  s t o c k  o f f e r e d  unde r  t h i s  
s ub s e c t i o n  by pay in g  S50 p e r  sha r e  t o  the  Depar tment  o f  Revenue f o r  d e p o s i t  
in  the A la s ka  R a i l r o a d  pu rchase  fund to  the c r e d i t  o f  the r e s i d e n t .

j; Payment f o r  the r e s e r v a t i o n  o f  s t o c k  must be r e c e i v e d  by the depa r tment
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w i th i n  30 days a f t e r  the b o a rd  o f  d i r e c t o r s  makes the  o f f e r  unde r  t h i s  
s u b s e c t i o n .

( c )  As soon as p o s s i b l e  a f t e r  th e  p e r i o d  o f  the r e c e i p t  o f  payments 
f o r  the r e s e r v a t i o n  o f  s t o c k  by r e s i d e n t s  unde r  ( b )  o f  t h i s  s e c t i o n  has 
e l a t s e d  the bo a rd  o f  d i r e c t o r s  s h a l l  c a l c u l a t e  the number o f  s h a r e s  o f  
s to ck  r e s e r v e d  f o r  d i s t r i b u t i o n  t o  the r e s i d e n t s .  The boa rd  o f  d i r e c t o r s  
s h a l l  o f f e r  the o p t i o n  o f  r e s e r v i n g  rema in in g  sha r e s  a u t h o r i z e d  under  
sec .  5 [ , : i  o f  t h i s  Act to  members o f  th e g e n e r a l  p u b l i c .  A p e r s o n  may 
r e s e r v e  s t o c k  o f f e r e d  under t h i s  s u b s e c t i o n  by p ay ing  S50 pe r  s h a r e  t o  the 
Department, o f  Revenue f o r  d e p o s i t  in  t h e  A l a s k a  R a i l r o a d  pu rcha se  fund to
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the c r e d i c  o f  che p e r s o n .  Payment f o r  che r e s e r v a t i o n  o f  s t o c k  must  be 
r e c e i v e d  by the dena rcnen t  b e f o r e  s t o c k  i s  i s s u e d  unde r  s e c .  5 ( a )  o f  t h i s  
Act and on o r  b e f o r e  a da te  f i x e d  by th e  b o a rd  o f  d i r e c t o r s .

* Sec . ; .  FORMATION OF SUCCESSOR CORPORATIC::. ( a )  B e f o r e  J anua r y
1983 the boa rd  o f  d i r e c t o r s  o f  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 h a l l  form, a 
s u c c e s s o r  p r i v a t e  c o r p o r a t i o n  unde r  AS 1 0 . 0 5  and d i r e c t  che Depar tment  o f  
Revenue to  t r a n s f e r  money i n  che A l a s k a  R a i l r o a d  pu rchase  fund i n t o  the 
g e n e r a l  fu nd  i n  payment f o r  che r a i l r o a d .  The boa rd  o f  d i r e c t o r s  o f  the 
A la s ka  F . a i l r o a c  C o r p o r a t i o n  s h a l l  s e r v e  as che c o a r c  o f  d i r c c r c r r  r n r  m .  
s u c c e s s o r  p r i v a t e  c o r p o r a t i o n  u n t i l  a new bo a rd  i s  e l e c t e d  by the s t o c k ­
h o l d e r s .  The board o f  d i r e c t o r s  s h a l l  e n t e r  i n t o  an agreement  w i t h  the 
s t a t e  'V. b e n - I f  c f  the s u c c e t s c r  p r i v a t e  c o r p o r a t i o n  no t  t o  c o n v e r t ,  f o r  
ten y e a r s  a f t e r  the c a t e  o f  t r a n s f e r  o f  che r a i l r o a d  to  m e  s t a t e ,  a l l  o r  
p a r t  c f  the  r e a l  p r e p a r e "  t r a n s f e r r e d  to  the  s t a t e  unde r  - 5  U . J . C .  I l l ’ - 
111- (A l a s k a  R a i l r o a d  T r a n s f e r  Act  o f  1 9 8 2 ) .  e x cep t  chat  p o r t i o n  o f  p r o p e r ­
t y  t h a t  l i e s  w i t h i n  the  D e n a l i  R a t i o n a l  P a r k  and P r e s e r v e ,  to  a use t h a t  
would p r e v en t  the  r a i l r o a d  from, c o n t i n u i n g  t o  o p e r a t e .  Uocn en te r i n ' ?  i n t o  
m i x  a r r f . j i . i e n t ,  the s t a t e  s h a l l  d e s i c n a c e  the  p r i v a t e  s u c c e s s o r  c o r p o r a t i o n  
as th e  e n t i t y  t o  own, o p e r a t e ,  and manage the A l a s k a  R a i l r o a d  and a l l  
a s s e t s  and l i a b i l i t i e s  o f  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 h a l l  be C rans -  
f e r r c u  to  the s u c c e s s o r  p r i v a t e  c o r p o r a t i o n .

( I )  V i o l a t i o n  r f  the  agreement  e n t e r e d  i n t o  unde r  ( a )  o f  t h i s  s e c t i o n  
s h a l l  r e s u l t  i n  m .  r e v e r s i o n  to  the s t a t e  o f  a i l  a s s e t s  t r a n s f e r r e d  by the 
s t a t e  to  the p r i v a t e  s u c c e s s o r  c o r p o r - . r i c n .

bee . 5 .  ISSUANCE Ak’D DISTP. IELTIC: : CF STflC:*.. (,■) The b o a rd  : d i r e c ­
t o r s  s h e l l  i  ssue . ,C30.C ( ’ 0 s h a r e r  o r  s t o c k  in  the s u c c e s s o r  p n v . i r ,  t o r -  >- 
r a c i e r ,  f o r r o c  un co r  s e c .  - c :  t h i s  Ac r .  The n o c k  r ,h . j . .  r e n r r s e rw  m*
. n r i r c  v a l u e  : -; >■ o e r r " r a t i o n .  Sh a r e s  t h a t  remain ,  a f t e r  i : i s t n . . u t i . “ "  
ur.ccr t j )  md i t )  c :  -h i . ,  s e c t i o n  s h a l l  be r e t a i n e d  hy the c o r n o r a c i n r .  o r
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d i spo s ed  o f  a c c o r d i n g  to  corn s and c o n d i t i o n s  e s t a b l i s h e d  by the c o r p o ­
r a t i o n .

(b )  One sha r e  o f  s toc ! :  s h a l l  be d i s t r i b u t e d  t o  each pe r s on  q u a l i f i e d
t o  r e c e i v e  a permanent  fund d i v i d e n d  i n  19S7.  Each pe r s on  who r e s e r v e d  a
sha r e  o f  s t o c k  on che p e rn anen t  fund d i v i d e n d  a p p l i c a t i o n  fo rm  f o r  t h a t  
y e a r  s h a l l  r e c e i v e  an a d d i t i o n a l  s h a r e .

Cc) Stoc'.: s h a l l  be d i s t r i b u t e d  to  each pe r s on  who has r e s e r v e d  s toc . :  
under  s e c .  3 o f  t h i s  Act based upon -ho amount c r e d i t e d  to  t h a t  p e r s on  in  
the A l a s k a  E a i i r o a c  pu rchase  fund .

* Sec .  6 . STOCMi’.CLDERS' MEETING. ( a )  Ac the t ime o f  i s s u i n a  s t o c k  
under  s e c .  5 o f  t h i s  Ac t ,  che boa rd  o f  d i r e c t o r s  s h a l l  n o t i f v  each s t o c k ­
h o l d e r  o f  the t ime and o l a c e  o f  the f i r s t  s c o c k h b l d e r s ' r . e c t i r . c .  I k _  
n e e t i n t  s h a l l  be h e l d  w i t h i n  90 days a f t e r  the s t o c k  i s  i s su ed .

(b )  At the s t o c k h o l d e r s ’ mee t ing the boa rd  o f  d i r e c t o r s  s h a l l  r e s i g n  
and the  s t o c k h o l d e r s  s h a l l  e l e c t  n in e  i n d i v i d u a l s  to  s e r v e  as the  net; b oa rd  
o f  d i r e c t o r s  c f  the  s u c c e s s o r  p r i v a t e  c o r p o r a t i o n .

Sec. 7 . S e c t i o n  3 ( a ) ,  ch.  152,  SLA 198m i s  r e p e a l e d .
'* Sec . 3 .  AS 1 2 . 4 0  i s  r e p e a l e d .
* Sec .  9 .  S e c t i o n s  1 -  7 o f  t h i s  Act t a k e  e f f e c t  immedia: v ir. a c c o r ­

dance w i th  AS 0 i . 1C. 0 7 0 ( c ) .
!I Sec . 1C S e c t i o n  o o f  t h i s  Act t a k e s  e f f e c t  on the dace p r i v a t e  

s u c c e s s o r  c o r s o r a c i o r .  f o r  the  A la ska  R a i l r o a d  C o r p o r a t i o n  i s  fo rmed under  
se c .  m o f  t h i s  Ac t .


