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S U M M A R Y

HB 31

R e l a t i n g  to  R e g i s t r a t i o n  of 
C o m m e r c i a l  a n d  N o n c o m m e r c i a l  M o t o r  V e h i c l e s

B a c k g r o u n d

C u r r e n t  S t a t e  l a w  o r  r e g u l a t i o n s  r e q u i r e  the r e g i s t r a t i o n  of all 
v e h i c l e s  o p e r a t i n g  i nstate. H o w e v e r ,  m a n y  n e w  r e s i d e n t s  or  n o n­
r e s i d e n t s  w o r k i n g  t e m p o r a r i l y  i n s t a t e  i l l e g a l l y  m a i n t a i n  t h e i r  
v e h i c l e  r e g i s t r a t i o n  in o t h e r  states. T h e s e  o p e r a t o r s  b e n e f i t  
f r o m  o u r  roads' and jobs w i t h o u t  p a y i n g  the r e q u i r e d  fees.

C u r r e n t  S t a t e  law a l s o  d o e s  n o t  s p e c i f i c a l l y  a d d r e s s  the h a n d l i n g  
o f  n o n r e s i d e n t  c o m m e r c i a l  v e h i c l e s  o p e r a t i n g  t e m p o r a r i l y  ins t a t e .  
R e g u l a t i o n s  n o w  p r o v i d e  for p e r m i t t i n g  o r  r e g i s t r a t i o n  for s u c h  
v e h i c l e s .  H o w e v e r ,  w i t h  the e x c e p t i o n  o f  l i c e n s e d  ICC and F M C  
c a r r i e r s ,  the r e g u l a t i o n s  d o  n o t  r e q u i r e  the d i s p l a y  o f  a p e r m i t  
or r e g i s t r a t i o n  for n o n r e s i d e n t  c o m m e r c i a l  v e h i c l e s .  Thus, it is 
d i f f i c u l t  for l a w  e n f o r c e m e n t  o f f i c e r s  a n d  the p u b l i c  to d i s t i n­
g u i s h  b e t w e e n  a v e h i c l e  h o l d i n g  a v a l i d  t e m p o r a r y  p e r m i t  a n d  o n e  
o p e r a t i n g  i l l e g a l l y  i nstate.

A d d i t i o n a l l y ,  fees for t e m p o r a r y  p e r m i t s  for n o n r e s i d e n t  c o m m e r­
cia l  v e h i c l e s  are n o w  d e t e r m i n e d  a d m i n i s t r a t i v e l y  by  p r o r a t i n g  
the r e s i d e n t  c o m m e r c i a l  v e h i c l e  fee for the n u m b e r  of d a y s  the 
n o n r e s i d e n t  v e h i c l e  is r e g i s t e r e d  for u s e  instate. T h i s  m e t h o d  
d o e s  n o t  a p p e a r  to r e s u l t  in fees a p p r o p r i a t e  for t h e  p r i v i l e g e  
o f  o p e r a t i n g  n o n r e s i d e n t  c o m m e r c i a l  v e h i c l e s  in A l a s k a .

H B  31 w o u l d  a c c o m p l i s h  the f o l l o w i n g :

1. S h o r t e n  the l e n g t h  of  t i m e  a n o n r e s i d e n t ,  n o n c o m m e r c i a l  
v e h i c l e  is e x e m p t  f r o m  S t a t e  r e g i s t r a t i o n  r e q u i r e m e n t s  
a n d  r e q u i r e  p r o o f  o f  a n y  e x e m p t i o n  f r o m  r e g i s t r a t i o n .

2. E l i m i n a t e  the d i s t i n c t i o n  b e t w e e n  r e s i d e n t  a n d  n o n r e s i d e n t  
c o m m e r c i a l  v e h i c l e s  for p u r p o s e s  of r e g i s t r a t i o n ,  a s s e s s i n g  
fees, and d i s p l a y  o f  l i c e n s e  p l a tes.

3. L i m i t  the a u t h o r i t y  for i s s u a n c e  of s p e c i a l  p e r m i t s  a n d  the 
e x e m p t i o n  f r o m  n o r m a l  r e g i s t r a t i o n  to o n l y  s h o r t - t e r m ,  o n e­
w a y  u n l a d e n  c o m m e r c i a l  v e h i c l e s  a n d  l i c e n s e d  ICC a n d  FMC 
c a r r i e r s .  P e r m i t s  w o u l d  h a v e  to be p r o m i n e n t l y  d i s p l a y e d .
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The following is a se ctional analysis of HB 31, as 
requested:

Sectio n 1

Lowers the n on r es i de nt  ex em p ti o n fr om  r e g i s t r a t i o n  of a n o n­
commerc ial ve hi cl e from 90 to 60 days, and the requ irement 
that r eg i st r a t i o n  take place after em pl o ym en t  is lowered 
from 15 to 10 days after the p e r s o n  becomes employed.
Req uires commercial vehicl es  to be r e g i s t e r e d  w h e n  use 
begins, exce pt as p r o v i d e d  in AS 28.10.011 and 28.10.131(c).

Sectio n 2

Re quires the p erson claiming n o n r e s i d e n t  exe mp t io n  from r e g­
istration to pr ovide pro of  of q u a l i f i c a t i o n  for the 
exemption.

Se ction 3

T ec h ni ca l amendment in c o n ju n ct i on  w i t h  section 4.

Se ction 4

Allo ws the owner of a comm er ci al v e h i c l e  tem po ra rily operating 
in-stat e to r eg ister a c om me rc ial vehicle, wh il e ma i nt ai ning 
title in another jurisdiction.

Se ction 5

Req uires owners of commercia l v e h i c le s  licensed by the
I.C.C. or the F.M.C., and r e g i s t e r e d  in an oth er juris di ct ion
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w h o  desire to retai n re g is t r a t i o n  a nd  title in the other 
ju risdiction, to regi ster the c om m er c ia l vehicle, but 
exempts the owner from title req ui re ments.

Se ct io n 6

Add s an ad dit ional ex e mption  fr o m r e g i s t r a t i o n  re q ui re ments 
for an u n la d en  commercial v e h ic le  m a k i n g  a single continuous 
trip not exc eeding 10 d a y s .

Se ction 7

Re quires special permits issued un de r AS 28.10.151 to be 
p r om i n e n t l y  displayed.

Se ct io n 8

T e ch n ic a l am en dment in co njun ct io n w i t h  se ction 4. 

Se ction 9

Ef fe c ti v e date,
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tion of c o m m e r c i a l  and

-Bill B r o w n  
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n o n c o m m e r c i a l  m o t o r  vehicles.

The b i l l  w i l l  require full r eg is t r a t i o n  of c o m m e r c i a l  ve hi c l e s  not 

used  as l eg it i m a t e  i nt er s t a t e  carriers, a n d  r e d u c e  the time p er i o d  

in w h i c h  a per son  is re qui re d to r e g i s t e r  a vehicle.

A l l  c o m m e r c i a l  ve hicles m a y  n o w  ob t a i n  a "trip p e r m i t "  that al l o w s  them 

to o p e r a t e  in Ala s k a  for up to 90 days. T h i s  g i ve s su mme r c o m m e r c i a l  

o p e r a t o r s  an a d v a nta ge  o v e r  A l a s k a  r e s i d e n t s  w h o  m u s t  pay  full fees. 

Th i s  b i l l  r e s t r i c t s  use of the trip p e r m i t  to on l y  l i c e n s e d  i n t e r s t a t e  

car ri er s, a nd  requires temp or ary  o p e r a t o r s  to p a y  full fees. T hi s  is 

done  to put n o n - r e s i d e n t s  on an e qu al  e c o n o m i c  b a s i s  w i t h  A l a s k a  

r e s i d e n t s  while, at the same  time, n o t  p l a c i n g  a r e s t r i c t i v e  b u r d e n  

on l e g i t i m a t e  in te r s t a t e  carriers.

T h e  D e p a r t m e n t  of P u b l i c  Sa fe t y  su ppo rt s this bill.

W i l l i a m  R. N i x  

A c t i n g  C o m m i s s i o n e r
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IN THE H O U S E  BY THE T R A N S P O R T A T I O N  CO MM ITTEE

CS F O R  H O U S E  BILL NO. 31 (Transportation)

IN THE L E G I S L A T U R E  OF T HE  STATE OF  A L A S K A  

F I F T E E NT H L E G I S L A T U R E  - F IR ST  SE SSION 

A  BILL

For an Act  entitled: "An Act  r e l a t i n g  to r e g i s t r a t i o n  of co mmer c ia l  and

n o n c o m m e r c i a l  m o t o r  vehicles; and pr o vi d in g  for an 

ef fective date."

BE IT E N A CT ED  BY THE L E G I S L A T U R E  OF THE STATE OF  ALASKA:

* Sect i on  1, AS 28.10.121(a) is a m en d ed  to read:

(a) A no nr e s i d e n t  owner of a n o n c o m m e r c i a l  v e h i cl e  regis te re d 

ou ts id e the state is exempt fr o m the r e g i s t r a t i o n  provisi on s of this 

ch ap t er  for 60̂  [90] days after en try into the state if the v e h i c l e  at 

all times w h e n  driven in this state is r e g i s t e r e d  in and has displayed 

u p o n  it a c u r r en t ly  v a l i d  r e g i s t r a t i o n  plate issued for it by another 

ju risdiction. However, if the per so n  b e c om e s ga i n fu ll y  em p lo y ed  in 

the state or takes actio n that [WHICH] indicates an int en tion to 

ac quire resid en ce  in the state, the p e r s o n  shall comply w i t h  the 

l ic e ns in g and r eg i st r a t i o n  p r ov is i on s  of this chapter w i t h i n  j_0 [15] 

days of co m me n ce me n t of e mp loyment  or of taking act io n that [WHICH] 

indi cates the person' s intenti on  to acquire residence. If the vehicle 

is a comme rc ia l vehicle, the v e h i c l e  must be r e g i s t e r e d  w h e n  its 

c ommerc ia l use be gi n s  except as p r ov i d e d  in AS 28.10.011 and 28.10.- 

131(c) [IN A C C O R D A N C E  W I T H  AS 28.10.141 A N D  O T H E R  A P P L I C A B L E  P R O­

VISIONS  OF THIS C H A P T E R ] .

* Sec. 2. AS 28.10.121 is am e nd e d by  adding a n e w  subse ct io n to read:

(d) It is the r e s p o n s i b i l i t y  o f  the p e r s o n  c l a i m i n g  e x e m p t i o n  

u n d e r  this s e c t i o n  to p r o v i d e  p r o o f  of q u a l i f i c a t i o n  for the e x e m p­

tion.

-1- CSHB 3 1 (Trsp)



* Sec. 3. AS 28 .10.131(a) is am en de d to read;

(a) If a v e h i cl e  to be r e g i s t e r e d  u nder this chapter is p r e­

vi o u s l y  r e g i s t e r e d  ou ts id e the state, the j u r i s d i c t i o n  of reg istry 

shall be state d in the application, and the owne r shall su rrender to 

the de p ar t me n t all ev id e nc e  of o u t- of - s t a t e  r e g is t ra t io n  in the 

o w n e r 's [HIS] p o s s e s s i o n  or control except as p r o v i d e d  in this section 

or AS 28.10.141, and the depa rt me nt m a y  require v e r i f i c a t i o n  of the 

v e h i c l e  i d e n ti f ic at i on  n u m b e’-.

* Sec. 4. AS 28.10.131 is am ended by a d di ng  a n e w  subs ec ti on to read:

(c) If the owner of a co mme rc i al  vehi cl e  desires to maintain 

title in an ot her jurisdic ti on , the department, when sa ti sfied that the 

a pp l ic an t is t em p or a r i l y  o p e r a t in g  i n-state and is the lawfully r e g i s­

tered owner of the commer ci al  vehicle, m ay  r eg i s t e r  the commercial 

vehi c le  w i t h o u t  issuing a title and shall type or stamp on the face of 

the State of Alas k a c e rt i fi c at e of r e g i s tr a ti o n "No Title Issued."

* Sec. 5. AS 28.10.141 is am ended to read:

Son. 28.10.141. I N TE RS T AT E  USE OF VEHICLES. When, in the course 

of re gu la r  interstate o p e r at i on  in this state [OF] a commercial v e h i­

cle licensed by the Interst at e Com m er c e C om mission  under 49 U.S.C. 

1-1240 (Interstate Co m me rc e  Act) or r e g u l a t e d  by the Federal Maritime 

Co mmi s si o n under  46 U.S.C. 804 (Interstate Commerce Act) is registered 

in another  juri sd iction, and it is de s irable  to retain the r e g i s t r a­

tion and title of the v e h i c l e  in the o t h e r  jurisdiction, the ow ner or 

an agent of the owner shall reg is te r the veh ic l e and pay all required 

fees and taxes and submit for i ns pe ction the certifica te  of r e g i s t r a­

tion issued by that j u ri sd iction.  The department, wh e n satisfied that 

the ap pl icant is e n t i t le d  to the e x e m pt i on  from the title requirements 

of this chapter, shall r e g i s te r the v e h i c l e  but may not issue a c e r­

tificate of title. [NOTICE OF THE FA CT  TH A T  THE V E H I C L E  IS REGISTERED 

CSHB 3 1 (Trsp) -2-
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IN A N O T H E R  J U R I S D I C T I O N  SHALL A P P E A R  ON THE C E R T I F I C A T E  OF R E G I S T R A­

TION ISSUED BY THIS STATE AND IN THE RE CO RD S  OF THE D E P A R T M E N T  M A I N­

TAINED U ND E R AS 28.10.071.]

* Sec. 6. AS 28.10.151 is am en de d tc read:

Sec. 28.10.151. V E H I C L E S  T R A N S P O R T E D  U N D E R  S P E CI AL  PERMITS.

When mo v ed  or driven u n d e r  a special p e rm it  to be d e s i g ne d  and issued 

by the departnu t, the r e g i s t r a t i o n  re q ui r ed  by this c h a p te r is not 

re qu i re d  of

(1) a ve hi c l e u n d e r  co n st ru ction and w h i c h  is not c o m­

pleted;

(2) a ve hi c le  w h i l e  b e in g m o v e d  fr om  one place to another 

for the purpose of inspection, weighing, or m e e t i n g  other  re q ui r em e nt s  

of the department; or

(3) a veh i cl e  w hi l e being  m o v e d  or driven from one location 

to another for the purpose of rebuilding, dismantling, or p e r m an e nt ly  

r em ov in g the vehicle fr om  the hig h wa y s and v e h i c ul a r ways and areas of 

the statej_

(4) an unla d en  co mm ercial veh ic l e m a k in g  a single c o n t i n u­

ous trip by a n o n c i r c u l a r  route for a peri o d  of time not e x c e e d i n g  10 

d a y s .

* Sec. 7. AS 28.10.151 is amended  by addi n g a new subsect io n  to read:

(b) A special p e r m i t  issu ed  un d er  this sectio n shall be p r o m i­

nently displayed.

* Sec. 8. AS 28.10.201(d) is amen d ed  to read:

(d) Except for v e h i c l e s  r eg i st er e d under AS 28.10.131(b) or (c) 

and 28.10.141, the d e pa r tm e nt  may not re gi s te r  a v e h i c l e  u n l es s  the 

ap plicant for r e g is t ra t io n  at the same time applies for and obtain s a 

ce rtificate of title u n d e r  this chapter, or p rese nt s sat i sf a ct o ry  

ev idence that a c er t if ic a te  of title was p r ev io u s l y  issued to the

-3- CSHB 3 1 (Trsp)
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applicant, The d ep ar t me n t m a y  not accept the a p p l i c a t i o n  for the

or i gi n al  certificate of re g is t r a t i o n  or title to a v e h i c l e  un le ss the 

v e h i c l e  is in the state at the time of application. How ever, the

d e pa r t m e n t  m a y  accept an a pp l ic a t i o n  for r e g i s t r a t i o n  and c er ti ficate 

of title for a vehi c le  w h i c h  is not in the state w h e n  the ap p li c a t i o n  

is m a d e  by a r eg i st e r e d  and bo nd ed dealer or by a re s i de nt  of the

state w h e n  the a p p l i c a t i o n  is a c c om p an i ed  by a m a n u f a c t u r e r ' s  

s t atem en t of origin, or in the case of a us ed  vehicle, w h e n  the

a p pl i c a t i o n  is a c co m p a n i e d  by a cer tifica te  of title iss ue d in another 

j u r i s d i c t i o n  [AND A  C E R T I F I C A T E  OF I NS PE CT ION BY A  PEACE O F F I C E R  OF 

TH AT  JU R IS D I C T I O N  S T A T IN G T H A T  THE V E H IC L E HAS BEE N D E T E R M I N E D  TO BE 

THE V E H I CL E  D E S C RI B ED  IN THE CE RT IF I CA T E OF TI TL E AND TH A T  T HE  VE HICLE 

HAS N OT  BEEN R E P O R T E D  S T O L E N ] .

* Sec. 9. This A ct takes effect i m m ed i at el y  unde r AS 0 1 . 1 0-.070(<c).

CSHB 3 1 (Trsp) -4-



DEPARTMENT OF PUBLIC SAFETY

DIVISION OF MOTOR VEHICLES

STEVE COWPER, GOVERNOR

P .O . B O X  2 0

JUNEAU. ALASKA 99802-0020

PHONE:
( 9 0 7 ) 4 65 -2 65 0

F e b r u a r y  10, 1987

The Ho n o r a b l e  Be tte  Cato 

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  

A l a s k a  State L e g i s l a t u r e  

P.O. B o x  V

Juneau, A l a s k a  99811 

Re: H B  31

De a r  R e p r e s e n t a t i v e  Cato:

I w o u l d  like to take this o p p o r t u n i t y  to a d v i s e  y o u  an d the T r a n s p o r t a­

tion C o m m i t t e e  that the D i v i s i o n  of M o t o r  V e h i c l e s  s u p p o r t s  this  p i ec e 

of legislation.

Since w o r k i n g  w i t h  R e p r e s e n t a t i v e  P o u r c h o t  p r i o r  to h i s  i n t r o d u c t i o n  of 

the bill, the d i v i s i o n  h a s  d e c i d e d  to r e c o m m e n d  a n o t h e r  c h a n g e  to 

S ec ti on  8 of the bill. T hat ch an ge  w o u l d  be to d e l e t e  lines 10, 11, 12 

and 13 on page 4, and p u tt in g a pe r i o d  at the en d of line 9. It is the 

fe el in gs  of the d iv is i o n  that this w o r d i n g  is no l o n g e r  n e c e s s a r y ,  and 

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

v e h i c l e s  out of state. It is also  ca u s i n g  ext ra  p r o c e s s i n g  time for an 

a c t i o n  we feel is no longer ne cessary.

I a m  s o r r y  I had to leave the h e a r i n g  y e s t e r d a y  b e f o r e  I w a s  ab l e  to 

testi fy b e c a u s e  of a time co nf l i c t  w i t h  a n o t h e r  he ar i n g .

S incerely,

Bill  B r o w n

C hie f of D r i v e r  S e r v i c e s

BB:ns

cc: R e p r e s e n t a t i v e  Po ur ch ot
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A m  m COMMITTEE:
H o u s e  T r a n s p o r t a t i o n

DATE: Fe br ua ry 9, 1987

<ALA] 

Official Bailee** SIGN-IN
Ma m e

Subject of meeting:
HB 31: "An Act rel a ti ng  to r e g i s t r a t i o n

of c ommerci al  and n o n c o m m e r c i a l  
m o t o r  vehicles; and p r o v i d i n g  
for an e f fe ct i ve  date."

PHONE REPRESENT ING DO YOU WANT! /  
TO TESTIFY? /



COMMITTEE:
H o u s e  T r a n s p o r t a t i o n

DATE: February 11,1987

Official BusineM SIGN-IN

Subject of meeting:
HB 31 "An A ct  re l at i n g  to r e g i s t r a t i o n  of 

c om me rcial and n o n c o m m e r c i a l  m ot or  
vehicles; and p r o v i d i n g  for an 
e ff e ct iv e  date."

HB 94 "An A ct  rela ti n g to boat numbering, 
accidents, and safety; and p r o v i d in g  
for an ef fect iv e date."

NAME ADDRESS PHONE REPRESEN T IN G DO YOU WANT 
TO TESTIFY?
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Date referred: 1/28/87 FURTHER REFERRALS

D A T E : F e b r u a r y  11. 1987

T h e  T r a n s p o r t a t i o n ________________C o m m i t t e e  has c o n s i d e r e d  H B  31_____________

"An A c t  r e l a t i n g  t o  r e g i s t r a t i o n  of co m me r c i a l  a n d  n o n c o m m e r c i a l  m o t o r  
v eh i cl es ; a n d  p r o v i d i n g  for an e f f e c t i v e  date."

R E C O M M E N D S : .

[ x  ] r e p l a c e  w i t h  ^ 6  |«l 6  3 ) ^ 7 r e / > )

[ ] a t t a c h e d  amendment(s)

X  3 d° pa ss

d o  no t  p a s s  

no r e c o m m e n d a t i o n  

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

a d d i t i o n a l  r e f e r r a l  t o  the

A D O P T S ;  [ ]  l et te r  of intent

[ X  ] t h e  sa me  title 

[ ] a n e w  ti t le

Committee

A T T A C H E S  H E W  F I S C A L  N O T E ( s ) : 

[ ] f iscal impact

[ ] zero fiscal not e

[ ] zero wit h a n a l y s i s

S I G N I N G  D O  PASS:

'Veu. —

|-Wbc*L

[ ] same as p r e v i o u s  fiscal note

p u b l i s h e d  ________________________

[ ] same as p r e v i o u s  zero fiscal 

no te  p u b l i s h e d  _________________

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :

C h a i r m a n ' s  s i g n a t u r e





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

J a n ua ry  28, 1987 M R  0 2 1987

Re pr es en tative  Dave Donley, Chairman
Labor £ Commerce Committee
House of Repres en ta tives
P. 0. Box V
Juneau, Alaska 99811

Re: HB 47, An Act Relating to the Alaska Railroad
Corp oration

Dear Representative Donley:

Thank you for allowing the Alaska Railroad Co rp ora tion ("ARRC") 
this o p p or tu n it y  to comment upon HB 47 w hich proposes
sig nificant changes to A R R C’s enabling legislation.

We understand that your committee will conduct a wo r k se ssi on 
on this bill and others today. I hope that our comment s will 
be helpful as you revi ew the legislation. Should questions 
arise which are not adequatel y addressed in our position paper, 
please feel to contact me. My phone number is 265-2461.

I do apologize for the length of our response and our delay in 
getting it to you. However, the bill recommends swe eping
changes* to a model of a public co rporation created, as you 
know, by the 1984 legislature to op erate the St ate-owned
railroad. That model was intended to insure that the railroad 
wo uld be a rail carrier generating, retaining, and managing  its 
rp^enues to better serve A l a s k a’s tra nsportation and
development needs. Althoug h State leadership gave ARRC enough 
independence to conduct its activities as a separate and viable 
economic entity, a recognition of State ow nership and essential 
governmental functions led to public ac c ountabi li ty
re quirements manifested most clea rl y by open meetings,
go vernor- ap po inted board members, financial and manageme nt  
audits, annual and oversight reports, legislative approval of 
land disposals, and long-range capital improvement and pr ogram 
plans. This blend of substantial financial and operational 
independence subject to State oversight has resulted in a
quasi-public, qu asi-private railroad armed wi t h the flexibility 
it needs to react quickl y to changing market, operational, and 
financial needs.



Representative Donley
January 28, 1987
Page 2

The model was create d only after months, perhaps years, of 
research, study, discussion, and debate. If I had to choose 
one me s sa ge  to leave w i t h  you today, it would simp l y be that HB 
47 proposes swe eping detrimental changes to the legislature's 
earlier vision of a financially independent, but pub licly 
accountable, railroad only two years following transfer. The 
wo rk  reflected in the Alaska Railroad Co rp ora tion Act and 
ARRC's track record to date perhaps deserve the same commitment 
of time and careful delibe ra ti on before the Act's vision is in 
large part abandoned.

Our feeling is that in a number of wa ys  HB 47 will restrict and 
curtail ARRC's ab i li t y to react mea ni n gf u ll y  to changing 
freight and real estr.ce markets to the detriment of its 
self-suf fi c ie n cy  and those m a n y  Ala sk an s who depend upon a 
viable rail tr ansport at io n option in Alaska. Those who appear 
most likely t.o benefit by such changes are the railroad's water 
carrier, trucking, and real estate competitors.

Thank you very much.

Larry D. Wood 
General Counsel

cc: Members of the House Labor & Commerce Committee
F. G. Turpin, President $ CEO

3671L

bcc: M.J. Y e t t e r
J.B. B l a s i n g a m e  
P.C. J o h n s o n ,  Esq. 
L.J. H o u l e
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House Bill 47: An Act Relating to
the Alaska Railroad C o r p o r a tion

I. Introduction.
Representa tives Brown, 
substantial changes to 
42.40.010 et se£. ("ARCA"). 
into four categories, each of w hi ch  has 
least some recent media attention, 
ad equ at ely accommodated or protected by 
Railroad Corporation ("ARRC") board

House Bill 47, introduced by
Ellis and Boyer, proposes numerous and
the Alaska Railroad Cor po ration Act, AS 

The issues raised by the bill fall 
been the subject of at 
All, we believe, are 
existing laws or Alaska 
rules. The proposed

changes will also harm the economic vi ab il it y of the railroad.

These are the first major revisions of ARCA whic h have been 
proposed since 1984 wh en the law was enacted. The following 
discussions explain the sweeping limitations to ARRC's original 
State charter suggested by this bill. The legislature has 
pr eviously directed that ARRC operate as a self- su st aining 
business and has blended substantial financial and operational 
independence with public ac c ou n t a b i l i t y  requirements. Many  of 
HB 47's abrupt and significa nt  changes threaten to destroy 
those dynamic ch ara cteristics which give ARRC the flex ibility 
it needs to survive e co n omicall y in today's declining freight 
m a r k e t s .

ARRC strongly opposes 
that ARCA remain unchanged.

HB 47 and respectfully recommends

1 1 . Major Provisions of the Bill

A.
A1 is the 
s pe cifically 
and consult 
to minimize

Moose Kills.
effect 

m o o s e . 
with the 
adverse

of 
The 
State 
e f f e c t s .

One area of concern addressed by HB 
railroad operations on wildlife, 

bill requires that ARRC salvage meat 
Depar tment of Fish and Game (ADF&G) 

We believe that these proposals
only duplicate present laws and ignore ARRC/ADF£G cooperation.

As a consequence 
operations in Alaska, 
explain below that ARRC 
changing some equipment

of railroad, truck, and autom ob ile 
moose are unfor tu n a te l y killed We 
has already mitigated these losses by 
and operational techniques, repeat ed ly

discussing remedial al ternatives with State Fish £ Game 
representatives, and insuring that, wh er e possible, meat is 
s a l v a g e d .

B. C o n f i d e n t i a l i t y . The bill restricts those 
subjects which may be protected as confidential and discussed 
by ARRC's Board at executive sessions. Freight divisions, 
contract rate agreements and discussions of land acquis it ions



or disposals are targeted. As explained below, public 
discussion and disclosure o£ vital railroad market data will 
act ually injure consumers by giving railroad competitors the 
o pportu ni ty  to make rail transpo rt ation a less competitive 
option in Alaska.

C. O p e r a t i o n s . Se veral sections of HB 47 require the 
railroad board to ensure that passenger and freig' t services 
are maintained at 1985 levels. Board approval will be required 
for any expansion or reduction of service. Present law 
requires involves Board approval only where a change in service 
levels is "major." Although inadequate financial resources may 
allow the Board to forego railroad e x p a n s i o n s . it may not 
reduce the 1985 services levels for financial reasons. 
Presumably, any such reduction m a y  require legislative approval.

Discussion which follows points out that railroad passenger 
service is a major drain on ARRC revenues: $1.5 million
annually. A1though State tourism needs, resident access 
requirements, and tradition m ay  justif y ARRC's commitment to 
passenger service, economics do not. Save for a few excursion 
lines, Alaska's is the only unsubsidized rail passenger service 
in America. Present State law requires ARRC to report 
significant and permanent service reductions to the 
legislature. However, despite these losses, ARRC has not 
reduced services. They have been increased. Innovations in 
equipment, scheduling, and routes have helped mitigate the $2 
million annual loss which existed before transfer.

For its economic survival, however, ARRC depends upon the 
flexibility of its ma na ge me n t to immediately respond to 
changing freight market conditions by expanding, modifying, or 
in some cases, reducing service levels. To the extent this 
bill will detract from ARRC's mar ke tplace resiliency it will 
s ignificantly defeat the St ate 's earlier attempts to preserve 
rail freight service in Alaska.

D. Land I s s u e s . HB 47's provisions also 
s ig ni ficantly affect ARRC's leasing, easements and permitting 
practices. The bill proposes that railroad managers may only 
enter into such land use agreements for one year or less; Board 
approval would be required for agreements of greater duration. 
The Board must hold at least one public hearing not less than 
60 days before entering such agreements. In addition, it must 
make a wr itten finding that these contracts are in the best 
interest of the people of the State, taking into consideration 
adjacent land uses, mun icipal land use plans and ordinances, 
economic development, r e ve nu e-genera ti ng  potential, and public 
comment received.

The bill retains the current requirement that disposals be 
made at fair market value, but clarifies an exception for 
disposals to the State and municipalities. In addition, it

-2-



requires that any disposal of natural resources (e.g., gravel,
timber) be made by competitive bid.

Finally, HB 47 would req ui re  legislative approval of all 
leases for over 35 years. AR CA  p r esentl y allows longer leases 
so long as a right of t e rm in ation is retained if the property
is leeded for railroad purposes after 35 years.

To the extent these si gnif ic an t modi fi cations  attempt only 
to underscore the need for public awareness of ARRC leasing 
decisions, we can applaud such concern. However, a discussion 
wh ich follows points out that Board policies and rules already 
protect the public's need to know of railroad leasing
activities. The ARRC, we believe, has al rea dy struck a careful 
balance between public in volvement in its leasing decisions and 
its fundamental reliance upon real estate leasing practices
w h i c h  can adequ at ely and qu i ck l y respond to market
opportunities. Even a brief re vi e w of financial statements 
em phasizes the railroad's traditional and heavy reliance upon 
growing real estate revenues. HB 47's mod if ic ations promise to 
und ermine railroad financial vi a bi l i t y  by se ri ously inhibiting 
marketing opportunities. The ch anges wor k to the advantage
only of ARRC's competitors and, ironically, to the probable 
dis advanta ge  of Alaska's public which, we believe, will 
in creasingly depend upon aggre ss iv e development of private and 
public land resources.

III. HB 47's I m p a c t .

Moose Kills.A- _
subject to the 
big game. Moreover, 
wi th  ADF&G, as attested by the attached article 
de partment 's  own in-house magazine. Corporation 
co ntinue to consult with ADFSG repres entatives and 
and wildlife enforcement officers of the Department

__________ Like other Alaskans, ARRC is already
requirements of AS 16.30 regarding salvage of 

the railroad has a history of cooperation
from that
personnel 
w it h  fish 
of Public

Safety. Procedures 
moose are salvaged.

are already in place to help insure killed

The unfortunate fact is that moose choose 
cleared railroad track as well as public roads 
heavy snowfall. For example, the winter of
ex tr em ely mild and only 17 moose were killed 
operations. In the 1984-85 snowy winter, more

to use the 
in years of 
1985-86 was 
by railroad 
moose were

killed on southcentral Alaska 
railroad ri ght-of-way (316).

highways (319) than on the

We believe the legislation is unnecessary. ARRC al re ady 
abides by the State's salvage laws and it will continue to wor k 
wit h ADF$G personnel to mitiga te  moose losses.

B. Executive S e s s i o n / C o n f i d e n t i a l i t y . Sections 4 and 
5 of HB 47 propose that co nf idential  railroad marketing and

-3-



business data, including freight divis ions and contract rate 
agreements, be dis cl osable to the public. The railroad's water 
carrier, trucking, real estate, and port competitors would reap 
the greatest benefit from this relaxation of the law. Using 
sensitive information related to railroad freight rates, 
developing markets, and business opportunities to their 
advantage, railroad competitors m a y  su ccessfu ll y eliminate 
ARRC's capa bi li ty to offer co mp et i ti v e freight rates and real 
estate in Alaska.

The State purchased the railroad in part to preserve a 
rail transp or ta tion option in Alaska. Therefore, it structured 
a public corporation which would vigo ro u s ly  pursue a market 
presence to best serve consumer needs and avoid State financial 
assistance. In ARCA the Alaska legislature recognized ARRC's 
need to protect its pro pr i et a ry  information from general public 
scrutiny to preserve that mandate of railroad 
self-sufficiency. HB 47 promises to largely undo this 
protection.

Rate divisions and contract rate agreements explain just 
how much ARRC charges to haul commodities. Divisions split 
freight revenues for particular shipments between the railroad 
and its connecting carriers; contract rate agreements establish 
freight charges between the railroad and its shippers. Armed 
with information collected from ARRC's files (or Board minutes 
since HB 47 would also eli minate freight divisions, contract 
rate agreements, and proposed land acquisitions and disposals 
as subjects which may be discussed in the Board's executive 
sessions), competitors m ay undercut railroad charges and 
contracts to their financial advantage in what are already 
highly competitive freight and real estate markets.

Federal law may also protect the freight rate 
information which railroad competitors seek through passage of 
this l eg i sl a t i o n . 1/ After the transfer of the railroad into

1/ Please see 49 U.S.C. § 11910: "A common carrier .
that kn owingly discloses to another person, except the shipper 
or consignee, . . . (A) information about the nature, kind,
quantity, destination, consignee, or routing of proper ty  
tendered or delivered to that carrier . . . without the consent 
of the shipper or consignee, and (B) that information m ay  be 
used to the detriment of the sh ipp er or consignee or may 
disclose improperly, to a competitor the business transactions 
of the shipper or consignee, shall be fined not more than 
$1,000." Because divisions and contract rate agreements will 
contain such information, legal counsel should opine wh eth er HB 
47 will in evitably conflict wi t h  this federal mandate. Note 
that the Interstate Commerce Commission requires only that 
minimal aspects of contract rate agreements be filed with that 
agency.

-4-
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State ownership, the federal Alaska Railroad Transfer Act 
("ARTA") sp ecified that the St ate- ow ne d railroad would be a 
rail carrier engaged in inter state and foreign commerce subject 
to the ju ri sdictio n of the ICC and entitled to all of the 
business op po rtu n it ie s  av ai l ab l e to comparable railroads, 
including contract rate agreements. 45 U.S.C. § 1207.

Like federal d e r e g u l a t i o n  in the airline, trucking, and 
telephone industries, d e re g ul at ion of ce rtain rail activities 
in the Staggers Rail Act of 1980 was meant to promote the 
vi ability of the rail tra ns p or ta t io n  option in America. The Act 
was passed as a response to the financial difficulties then 
plaguing the nation's railroads. Congress felt that much of 
the problem lay w i t h  ex ce ss iv e governmental regulations. 
Hence, it granted rail carriers the privilege to conduct their 
operations by contract as other businesses do. Instead of 
charging uniform tariffs of general applicability, railroads 
would be able to ne go tiate individual contracts with their 
s h i p p e r s .

For example, no longer bound by difficult and time 
consuming notice and ra te -m ak i ng  regulations in its competition 
for TOFC ("trailer on flat car") traffic, railroads, including 
ARRC, may adjust rates qu ic kl y  to changing market conditions, 
contract directly with  shippe rs  for the movement of their 
freight, and offer special services and accomodations to 
customers on a on e- to -o n e basis. Special care is taken to 
ensure that contract rate agreement information is not 
disclosed to com petitors. The overriding thrust of the 
Staggers Act is to protect the c o nf id entiali ty  of contract 
provisions and to ensure to the purchasers of transport ation 
services and to railroacs a degree of c on fidenti al it y similar 
to that of other busines se s throughout the country.

HB 47 threatens to largely eliminate legislative 
directions that all bus iness op po rt unities available to other 
railroads be afforded to ARRC ar.d that the corporation be 
operated "according to sound business management practices" on 
a self-sustaining basis. To be successful, ARRC must continue 
to offer c o m p e t it i ve l y- p ri ce d  services in the marketplace. HB 
47's demand that the railr oa d's shipper and carrier agreements 
be open for inspection by its competitors may also be an 
indication that ARRC has made its mark as a serious competi tor 
for freight in a di mini sh in g Alaska market.

HB 47 also e li minates  confidential Board discussi ons of 
the details related to proposed land acquisitions or 
disposals. The prospect of public discussion of the 
confidential terms of proposed real estate transactions wou ld 
have a signific ant c hilli ng  effect on ARRC market 
opportunities. The bill ignores the reality that most 
businessmen and w o me n  do not announce land acquisitions or

- 5 -



development plans until all options have been quietly- 
researched, examined, and discussed. IE ARRC should ever 
compete with other industrial landowners for this h ig h ly  
competitive trade, it mu s t have the flexibility to honor 
requests that proposal in f or ma tion be protected. Public 
involvement at this e ar l y stage m ay  even go beyond wh a t is 
required of State agencies. The public interest is p r e s e n t l y  
and adequately prote cted by  the current law and Board rules 
that require all sales of land be acted upon and appr ov ed by 
the Board and legislature in public session.

C. Op erational R e s t r a i n t s . The legislature's 
vision that ARRC be self -s u st a in in g  will be severely impacted 
by HB 47's directive that passenger and freight service levels 
be maintained at 1985 levels. Also, present law already
requires a detailed o ve rs i gh t  report to be provided to the 
governor and legislature before ARRC may undertake a 
significant reduction in services. The report, and public 
Board action wh ic h proceeds it, ensures adequate pro te ct ion of 
the public's interest and provides ample opp or tunity for public 
involvement as a recent propose d sale of exhausted rail 
passenger equipment demonstrated.

Although some a d j us t me nt s  are natura ll y required by 
changing markets and devel op in g innovations, the co rporatio n' s 
commitment to existing levels of freight and passenger services 
is evident. In fact, ARRC has d r a ma t ic al l y improved pa ssenger 
services since transfer and is committed to the purchase of new 
passenger coaches and two newly refurbished self-p r op e ll e d 
railcars. Nonetheless, passenger service amounts to a $1.5
million drain on ARRC's fina-ncial resources (down from a $2 
million annual loss at transfer). However, to be e co no m i c a l l y  
viable, ARRC must have the a b i l it y  to adapt to swings in the
economic climate, pa r ti c u l a r l y  as freight markets change.

An examination of revenues from passenger servic e for 
the first 18 days of J a n u a r y  1S87 de monstrates the need for 
flexibility in manag in g service levels. Total es ti m at ed  
revenues were $12,504 w hi l e the estimated costs were $59,900, 
for a loss of $47,496. Such seasonal variations in market 
demand are expected and the cor po ration has not moved to 
eliminate these services.

Managerial f le xi bility to match the overall level of 
services to market demands is essential. HB 47 would el im inate 
that flexibility, to the marked disadvantage of ARRC's
financial self-suf fi c ie n cy  and to the probable a d va nt age of 
railroad competitors.

D. Land I s s u e s . The co rp oration is the owner of a 
substantial amount of land (over 22,000 acres in a dd ition to 
right-of-way) suitable for commercial leasing. L o n g - te rm



leases of that land are subjec t to the provisions of a Board 
policy w h ic h  was de ve loped only after significant public 
input. The Board's leasing policy is intended to accommod at e 
the continued v i a b i l i t y  of comp etitive railroad leasing and 
adequate public awarene ss  and involvement.

The additional req uir em en ts imposed by this bill w ould 
ad ve rsely affect the c orporat io n' s leasing program in ma n y  
respects. In ARRC's commercial setting, its ability to act 
de ci si v el y  is often ne c es s a r y  to capitalize on real estate 
market trends. HB 47's 60-day notice requirement would 
si gn if i ca n tl y de str oy ARRC's ma rketing efforts in a high ly 
competiti ve  ec on om y  and se ri o us l y impact any o pp or tunity to 
obtain the highest possible return on rail land.

The delay and intense public scrutiny suggested by this 
legislation would also disco ur age many potential lessees who 
are both eager to finalize a transaction and reluctant to 
pr em a t ur e ly  reveal their financial affairs in public. The 
present Board policy requires public Board action to approve 
leases of more than three years and advance public notice of 
lease approvals. These public Board meetings allow concerned 
citizen s ample o p p or t un i ty  to submit their comments. Proposed 
lease development of railroad Government Hill is a recent 
example of this process in action. It appears to provide an 
adequate balance between aggressive development of ARRC lease 
op po rt unities wit h public awareness and input. HB 47's 
attempts to s i g n i f i c a n t l y  complicate railroad leasing 
procedures promises to undermine the railroad's 
s el f - s u f f i c i e n c y  w i th o ut  m e a ni n gf u ll y  improving A R R C’s own 
recogniti on  and i m pl ementati on  of its public ac c ountabi li ty  
o b i i g a t i o n s .

The bill's re stricti on  of leases to 35 years in duration 
wi thout legislative approval would also undermine leasing 
opportunities. Most long-term ground lease terms start at 55 
years to allow h i g h - qu a li ty  improvements to be amortized over
the entire lease terra. ARRC's present policy was designed to 
ac commo da te  commercial lessees who envision substantial 
improvements to railroad property. Financial institutions will 
not loan money  to these lessees to build significant 
improvements unless a longer lease terra is assured. After 
co ns i de ra ble discu ss io ns involving ARRC representatives,
prospecti ve  and present lessees, and banks, ARCA's present 
restricti on  on long-term leases (they may be terminated if
needed for railroad pur poses after 35 years) has satisfied 
lending institutions. Lessees are on their way to improving 
lease parcels. Parenthetically, those improvements will also 
su b st a nt i al l y add to the State's equity as the owner of rail 
property.

An additional impact of HB 47 is a logistic one. The 
co rpora ti on  is pr esently lessor or permittor in some 1200
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agreements. On the average, r o u g h l y  two dozen such agreements 
are processed through the corpor at i on ' s real estate department 
a month. Some of these t ra n sacti on s involve minor amendments, 
but a co nsidera bl e number are substantial changes. Were the 
Board of Directors required to hold a public hearing before 
ev er y agreement is made, it w ou l d be forced to devote an 
inordinate amount of at t en ti on to commercial, m a rk e t-dicta te d 
decisions more a p p r o p r i a t e l y  left to the corporate officers 
hired to apply their experien ce  and skill in real estate 
leasing. ARCA's ho norariums may not begin to adequate ly  
compensate a largely vo lu nteer Board for such new management 
responsibilities. On the other hand, long-term leases may 
require Board scrutiny, and pr ovision has been made to present 
them, following public notice, to the Board for approval at its 
public meetings.

HB 47 also requires a detailed inventory of land and 
natural resources in ARRC's annual report to the legislature. 
This detailing of "present uses, future development plans, and 
known resource development potential for the land, interests in 
land, and natural resources" calls for extr ao rdinary research, 
development and planning efforts w hi ch  ARRC is presently not 
funded or staffed to provide. Of course, specific land use 
planning for large industrial areas must and is being developed 
to effe c ti ve l y respond to market needs, but the comprehensive 
land and natural resources planning called for here can only 
compel the commitment of dwindling personnel and financial 
resources to less vital activities.

HB 47 amends AS 42. 40.350(d) to expressly permit leases 
to m un i ci pa lities at less than fair market value. This change 
is also unnecessary; ARRC has co ns is te n tl y  interpreted an 
existing exc eption for State leases to include leases to 
political subdivisions.

Finally, the bill proposes that any sale of railroad 
natural resources be made by co mp eti tive bid. This is also an 
u n ne c es s ar y  and u n desir ab le  limitation. Similar to the 
marketing  of rail leases, ARRC needs the flexibility to 
establish the fair market value of any natural resources slated 
for sale by means in addition to co mpetitive bid. This is 
particul ar ly  true when market conditions are greatly 
fluctuating and values are best est ablished over time. The 
proposal also ignores the re al it y that sales of gravel and 
rock, for example, may not be co nd ucive to the artificial 
structuring of a com pe titive sale format because of time 
constraints, remote locations, and market conditions.

ARCA already calls for the "prudent operation of the 
railroad according to sound business ma nagement practices" and 
directs ARRC's Board and m a na g em en t  to "manage the corporation 
on a self -s us taining  basis." A limitation on the types of
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permitted sales o£ natural resou rc es  is at best a r ed un dancy 
which also calls for pruden t de ci s io n -m a ki ng  and, at the worst, 
a limitation w hi c h also th re atens the railroad's financial 
vitality.

IV. C o n c l u s i o n ,

The Alaska Railroad C o rp o ra t io n  opposes HB 47. The 
sweeping limitations it p roposes  upon railroad operations may 
not only undo the legis lature's original vision of a 
quasi-private, quasi-public railroad armed wi t h the flexibility 
it needs to survive in c o mp et i ti v e freight and real estate 
markets, but seriously threaten its economic survival.

For all these reasons, w e  r e s p ec tf u ll y  request that the 
bill's proposed amendments to the Alaska Railroad Corporation 
Act be rejected.

3654L
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When Moose and Train Meet:

by Jack C  Didrickson and Raymond J. Kramer

O n the last day of February 1985, Alaska Railroad Loco­

motive Number 3006N chugged its way out of the 

Anchorage railroad yards bound for Fairbanks. None 

of its crew realized that an unwanted record would be set before 

it arrived at its destination the next morning. Nineteen moose 

would die that trip, crushed by the locomotive, while the helpless 

crew watched, unable to save the victims. And, as the winter 

snows continued, more moose died on almost every run until 

the annual total for the entire length of the railroad came to 385.

Fortunately, not every year is a duplicate of the winter of 

1984-85. This past winter (1985-86), 17 moose were killed along 

the entire length of the Alaska Railroad.

What causes these mortalities, and what can be done to lessen 

or prevent them? These are questions of primary importance 

to not only game biologists and railroad employees, but also 

to the public, some of w h o m  see this as a shameful situation 

that could be easily remedied. Although many ideas have been 

proposed and tried, there is no one good solution.

Initially, both A D F & G  and the Alaska Railroad presumed

that the high mortality in some years occurred simply because 

the moose population periodically fluctuated, with most kills 

occurring when the population was high. W e  n o w  know this 

is not thecase. By correlating the Alaska Railroad’s daily records 

over the years with weather patterns which coincided with the 

chronology of high moose losses, we could see a pattern. In 

years of deep snow depth (three to five feet) for long periods 

of time, moose losses along the tracks drastically increased. 

Conversely, in winter periods of little snow, or when spring 

thaws decreased the snow depths, moosc-train incidents 

significantly declined.

A  majority of the 1984-85 mortalities occurred on the tracks 

between Willow and Talkeetna, in an area known as G a m e  

Management Unit ( G M U )  14B. This is an area with a large 

moose population, most of which remains in the high reaches 

of the Talkeetna Mountains throughout the summer and fall. 

In winter, as snow and winds increase in these highlands, a large 

number of the moose move down the mountain slopes to their 

critical winter food supply of willows along the Susitna River.
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Unfortunately, both the railroad and the main highway from 
Anchorage to Fairbanks bisect their migration path.

When snows exceed three feet, the moose find these man- 
made “ trails”  a convenient place to walk or rest, and therein 
lies the cause o f  the mortality. Moose are somewhat reluctant 
to leave these cleared areas and they have not, fo r the most part, 
learned to fear trains o r autos. As a result, an additional 77 
animals were killed by highway vehicles during the 1985 season. 
Also, many become stressed by deep snow and the lack o f  near­
by browse. In residential areas along the highway, stressed 
moose belligerently chased dogs, children, and adults, with the 
result that another 40 were killed in defense o f  life and proper­
ty, bringing the total loss o f  moose in GM U14B to 502. Hunters, 
on the other hand, took only 216 animals in the following 20-day 
September season, before the deep snows set in.

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

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

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

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

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

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

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

M. Penn

Anchorage Daily Nows
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ficulties make this impossible, but the trains couldn’ t climb cer­
tain grades on the icy tracks i f  momentum was lost.

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

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

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

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

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

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

Frank Box, boilermaker fo r the Alaska 
Railroad , welds one o f two lights that were 
attached to the locomotives to chase moose 
o f f  the tracks.

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

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

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

Jack C  Didrickson, who has been with the department since 
1959, serves as Area Game Biologist with the Division o f  Game, 
ADF&G, Palmer.

Raymond J  Kramer serves as Game Biologist, Division o f  
Game, ADF&G, Anchorage.
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-Kay-Brown— — —
Alaska State Legislature 
House of Representatives

MEMORANDUM

TO: Rep. Dave Donley, Chairman DATE: January 23, 1987
House Labor and Commerce Committee

FROM: Rep. Kay BrpW^f RE: HB 47

HB 47, An Acrr£ lating to the Alaska Railroad Corporation, has been re fe rred  to 
the House Labor and Commerce Committee fo r consideration.

Thank you fo r scheduling a w ork  session on the bill at 4:30 p.m.. Wednesday, 
January 28.

The p rim ary  purpose of the b ill is to ensure that the railroad's publicly-owned 
lands and resources are managed in the best interest o f Alaskans.

HB 47 would lim it the railroad's complete discretion to dispose of public lands 
through long-term leases. While a sale which disposes o f the railroad's entire 
interest in land is subject to legislative approval, the railroad's chief executive 
officer, acting under delegated authority, can achieve a resu lt similar to absolute 
title transfer by issuing a long-term lease. From a public interest perspective, 
issuing a long-term lease should be subject to procedures that ensure an 
opportunity fo r  public participation before the decision is made.

The attached sectional analysis by George Utermohle. Legislative Counsel, 
describes the bill in more detail. 1 have also attached a memo by 
Utermohle discussing confidentia lity standards.

I look fo rw ard  to discussing HB 47  with your committee.

Attachments

cc: Rep. Ellis 
Rep. Boyer

1» (). Box 20-2661 
Anchorage, AK 99520-2661 

(907) 272-0207

During session:

P. (). Box V 
Juneau. AK 99811 
(907) 463-4998

■CO.
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U  M  J a n u a r y  22, 1987

S UBJECT:

TO:

FROM:

Sectio n by se c ti on  analysis of HB 47, An Act 
r elatin g to the A l a s k a  Railroa d C or po ration

R e p r es e nt a ti ve  K ay  Brown

George U t e r m o h l e ^ y  
L eg is l at i ve  C o u n s e l

The following is the s ec ti o n - b y - s e c t i o n  analysis of HB 47 
w h i c h  you  requested.

Se c ti o n 1 amends AS 42.40.100 by e xp an di ng the duties of the 
b o ar d  of the A l a s k a  Ra il r oa d  C o r p o r a t i o n  to include:

(1) m a i n t e n a n c e  of pa s s en g er  and freight op er at i on s of 
the r a i lr o ad  at the same level as w h e n  the r ailroad  was 
tr an s fe rr e d fr om  federal to state ow n ership or, if fu nd ing 
is available, ex p a ns i on  of p a s s e n g e r  and freight operations 
b e y o n d  the level of service at the time of transfer;

(2) ma na ge me n t of real p r o p e r t y  interests and n a t u r a l  
re sources own ed by the c o rp o r a t i o n  in the best interest of 
the peo pl e of the state; among che i n formati on  w h i c h  the 
b o a r d  must consider in ma k i n g  its det er m in a ti o n of wh a t is 
in the best interests of the p e o p l e  of the state are land 
use ordinances and plans of cities and boroughs a ff ec ted by 
r a i lr oa d  land m a na g e m e n t  decisions, adjace nt  land uses, the 
d evelop me nt  and revenue po t e nt i al  of the land, and public  
commen t on land m a na g em e nt  de ci si ons p r o po s ed  b y  the board.

(3) co n su lt at ion w i t h  the A l a s k a  De pa rtment  of Fish and 
Game on ways that the rai lr o ad  can reduce the ef fects of 
r a i l ro a d operations on wildlife.

S ec t i on  2 amends AS 42.40.120(b) to re quire the bo ar d of the 
A l a s k a  Railroad Cor po ration to del e ga t e a ut ho rity to the 
ex ec ut iv e officers of the r a i l r oa d  to grant leases, 
easements, permits, or other interests in rai l ro a d land for 
perio ds not ex ce eding one year. A  grant of a lease,



easement, permit, or other interest in land for a p e ri od  
exceediiig one year m u s t  be a p p ro ve d  b y  the b oa rd of the 
c o r p o r a t i o n  under Section 8 of the bill. Current law allows 
the ex ecutive  officers of the railroad, through de le g at e d 
authority, to enter into long term leases (up to 35 years 
u nd e r any conditions and ex ce ed in g 35 years if the lease is 
s ubject to te rm ination by  the railroad).

Se c ti o n 3 amends AS 42.40.120(c) to r e q u ir e  specific approval 
by the board of the A l a s k a  R a i l r o a d  C o rp o r a t i o n  befo re r a i l­
road services can be expand ed _o r r e d u c e d  in any w ay  and 
b ef or e  the corpo ra ti on can lease, g ra nt  easements or p e r­
mits, or allow use of r ai lr oa d land for a p eriod of time 
that exceeds one year.

Se ct i on  4 amends AS 42.40.170(b) to remo v e the au t ho r it y  of 
the bo ar d  of the A l a s k a  Rai l ro a d C o r p o r a t i o n  to discuss land 
d isposa l or acq ui si tion issues in e x e c u t iv e  session. The 
bo ard's authority to discuss m a t t er s  r e l a t e d  to divisions 
an d con tr ac t rate agreements in an e x ec u ti v e session is also 
repealed.

S e c ti on  5 amends AS 42.40.220(b) b y  limiting the items of 
i n fo r m a t i o n  wh ic h the Al as ka R ai l r o a d  Co rp o ra t io n m a y  w i t h­
hol d  f r o m  public disclosure to the f ol lo wi ng items:

(a) per sonnel records

(b) communications w i t h  and w o r k  pr od u ct  of legal counsel

(c) information consistent w i t h  the standards and p r a c­
tices of the U.S. Interstate Comm er ce  C o m mi ss i on  for the 
p r o t e c t i o n  of pr op ri e ta r y in f or ma ti on as so c i a t e d  w i t h  s p e­
cific shippers.

T h e  d i s c r e t i o n  o f  the c o r p o r a t i o n  to i d e n t i f y  a d d i t i o n a l  
s i m i l a r  types of i n f o r m a t i o n  f o r  n o n - d i s c l o s u r e  is r e m o v e d .  
C o n f i d e n t i a l i t y  is r e m o v e d  f r o m  i n f o r m a t i o n  a s s o c i a t e d  w i t h  
d i v i s i o n s  a n d  c o n t r a c t  r a t e  a g r e e m e n t s .

Se ct io n 6 amends AS 42.40.260 by r e q u i r i n g  that the annual 
report p re pa re d by the A laska R a i l r oa d  C or p or a ti o n and 
p r o v i d e d  to the g overnor  and l eg islature  include inf ormation  
on the land and na tu ra l  resources h e l d  by the corporation. 
P en di ng  proposals for the lease or di sp osal of land or n a t u­
ral resour ce s must also be di sc losed in the annual report.



Representative Brown
January 22, 1987
Page 3

Se ction 7 amends AS 42.40.285 b y  r e q u i r i n g  that any lease of 
land by the Alas k a Ra il r oa d  C o r p o r a t i o n  for a period e x c e e d­
ing 35 years be approved b y  the legislature. The former 
ex em pt ion is repealed.

Section 8 amends AS 42.40.350(c) by p e r m i t t i n g  the Ala sk a 
Ra il ro ad C or po ration  to lease,’ gr a n t ' e a s e m e n t s  in or permits 
for rail land for a term e xc e ed in g one yea r only if the 
board of  the corporat io n determi ne s that the transaction is 
in the best interests of the p e o pl e  of the state. Rail land 
is that land o wn ed  by the c o r p or a ti on  that is not included 
in the rail ro a d u t i l it y  cor ridor along the m a i n  or branch 
lines of  the railroad. At  least 60 days before taking final 
action on the transaction, the b o a r d  m u s t  pr ep ar e a w r it t en  
report on the pr o p os e d tra ns action and a de terminat io n that 
the tra ns action is in the best interests of the people of 
the state. The b oa rd  mu s t  hol d a pu blic hea ri ng  in a city 
or b o r o u g h  a ffecte d by a lease, easement, or permit issued 
for a te rm  ex ce eding one year.

Section 9 amends AS 42.40.350(d) by r eq u ir i ng  that any lease 
or other dis posal of land b y  the A l a s k a  Ra i lr oa d  C or po ration 
be at fair m a rk et  value as d e te r mi n ed  by ap praisal or by 
co mpetitive bid unless the lease or disposal is to the 
state, a city or a borough.

Section 10 adds n e w  language to AS 42.40.350 requiring that 
the disposal of natural resou rces fr o m the land of the Al as ka 
Railroad  Corporati on  be by competiti ve  b i d  unless the d i s­
posal is to the state or to a city or borough.

Section 11 adds n e w  language to AS 42 .4 0. 42 0 to a ll ow  the 
Ala sk a Rai l r oa d Cor po ration  to issue permits to individuals 
for temporary, short term, or e m e r g e n c y  use of railroad 
land.

Section 12 adds a new section, AS 42.40.460, req uiring the 
Alas ka  Rai lr o ad  Corporation to salvag e for human c onsum pt io n 
the meat of big game animals ki ll e d  by opera ti on s of the 
railroad.

G U :m k r  
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AS 4 2 . 4 0 . 1 7 0 ( b ) (7) and AS 42.40.220(b); 
Inf or ma ti on of a type tr ea te d as confidential 
u nd e r the standards and pr actices  of the 
U ni t ed  States In te r st a te  C om me rce Commission

R ep re s en t at iv e  K a y  B ro wn

Georg e Utermohl^''/
L eg is l at i ve  Counsel

This m e m o r a n d u m  seeks to clarify the impact of certain l a n­
guage in AS 42.40.170(b)(7) and AS 42.40.220(b). Under the 
a ut h o r i t y  of these sections the A l a s k a  Ra il r oa d Co rp oration 
m a y  m a i n t a i n  the co nf id en t ia l it y of "i n fo rm a ti o n of a type 
treate d as co nf identia l under the st an dards and practices of 
the Un it e d  States Interstate Co mm erce Co mm is sion." It is 
di ff ic ult to determine wh a t info r ma t io n  is kept confidential 
by this provision, ho we ve r a r e v i e w  of the federal statutes 
and reg ul at ions p e rt a in i ng  to the Interst at e  Commerce C o m­
mis s i o n  does explai n wh at  in fo r ma t io n  is public.

Un der 49 CFR 1001.1 the following re co rd s of carriers r e g­
ulated by the Interstate Commerce C o m m i s s i o n  are available 
to the public:

(a) Copies of tariffs, rate schedules, quotations or 
tenders of a rate for tr a nsporta ti on  for the federal g o v e r n­
ment, classifications, powers of attorney, concurrences, and 
contracts filed wi th  the commission; h o w e ve r  arrangements 
be tw ee n carriers m a y  be w i t hh e ld  from pub lic disclosure if 
di scl os ur e is not ne c e ss ar y  in the public interest.

(b) Annu al  and other periodic reports containing
answers to quest ions asked by the commission; the annual
report mu st  contain an account of the affairs of the 
carrier, in as mu c h detail as the c o mm i ss i on  may  require.

(c) A nnua l and other per iodic reports, maps, profiles,
and other data filed w i t h  the co m mi s si on  for the purpose of

SUBJECT:

TO:

FROM:

i
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v a l ui ng  the p r o p er ty  of the carrier; the commi s si o n m a y  
close these record s to the public but m u s t  state its reasons 
for doing so. (49 U.S.C. 10783(d))

(d) All docket files, including pleadings, d e p o­
sitions, exhibits, transcripts, of testimony, re co m m e n d e d  and 
p r o p o s e d  reports, exceptions, briefs, reports and decisions 
of the co m mi s si on  in any proceeding, and ca rrier op er at ing 
authorities g r an t ed  in those proceedings.

(e) File and index of securi ty  interests in rai lr o ad  
p r o p er t y g r a nt ed  by  carriers and req ui r ed  to be recorded 
w i t h  the commission.

Freight co m modit y shipment reports of ra ilroads are also 
public. How ev e r reports involving the traffic of less chan 
three shippers in a single co mm od ity re p o rt i ng  class are not 
public. in f or m a t i o n  involving the traffic of less than 
three shippers must be included in s u pp l em e nt a l reports 
w h i c h  are c o nf iden ti al  unless the co m mi s s i o n  approves their 
release. (49 CFR 1248.6)

A c c o r d i n g  to the p ro ce du res or i_he Inter st ate Commerce C o m­
mis s i o n  listed above, most of the infor m a ti on  c ol l ec te d by 
the c o m mi s si on  is public. Aside  from the specific e x e m p­
tions for freight com mo dity shipment reports involving less 
than three shippers in a single c o mm o d i t y  re p o rt i ng  class 
and the d i s c r et i on a ry  exemptions for ar ra ngement s b e t we e n 
carriers un der 49 U.S.C. 10764(a)(2) and for v a l u a t i o n  
reports u n de r  49 U.S.C. 10783(d), it is not clear w h a t  other 
infor m at i on  c o ll e ct ed  b y  the Interstate Co mm er ce Comm is s i on  
m a y  be w i t h h e l d  fr om public disclosure. Overall, a c o n s i d­
erable amo un t of info rm at ion about the op er ations of the 
Al as ka  R a i l r o a d  is public i n format io n un der the standards 
and pr acti ce s of the Interstate C ommerce  Commission.

The true extent of the Alaska Ra il road's power to w i t h h o l d  
informati on  under its author it y to m i r r o r  disclosu re  d e c i­
sions of the Interstate Commerce Co m mi s s i o n  cannot be a s c e r­
tained in the abstract. Only on an issue by issue and case 
by case basis can the limits of the A l a s k a  Ra ilroad's power 
to w i t h h o l d  infor ma ti on be established. The ability  to deter 
mine in advance wha t information is public is c o m p l i c a t e d  bv 
the d i sc re t i o n a r y  au th ority of the In terstate Comm er ce  C o m­
miss ion to ma ke  certain inf ormation c o nf id e nt i al  in one 
instance but to ma ke  it public in another instance. However, 
if the n e e d  should arise for information that the A laska
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R a i l r o a d  lawfully wi th h ol ds  under the a u th or i ty  of 
AS 4 2 . A O . 1 7 0 ( b ) (7) and AS 42.40.220(b), the legislature 
always has the au t ho r it y  to force dis cl o su re  by re pe al in g 
these provisions.

C o n f i d e n t i a l i t y  of inf ormation co l le ct e d by the Interstate 
C om me rce C o mm is s io n  is m a i n t a i n e d  to pr ot ect the propr ie ta ry 
and f in anci al  interests of carriers r e g u l a t e d  by the c o m m i s­
sion and of third parties such as cu st omers of the carriers. 
The A l a s k a  Ra i lr o ad  Corporation, or the State of A l a s k a  as 
owner of the corporation, may w a i v e  its right to c o n f i d e n­
tiality in pr oceedin gs  before the c om m is s i o n  and thus allow 
ot he rw ise sensitive information to be mad e public. The 
p r i ma ry  issue that the c o rpora ti on  or state w o u l d  wan t to 
c o ns id er once it decides that it no longer wants to keep 
c er ta in  inform at i on  confidential, is w h e t h e r  the interest of 
third partie s w i ll  be adverse ly  a ffec te d by disclosure of 
the i n fo r m a t i o n  and if so, should the in fo rmation still be 
ma de  public.

If I can provide  further in f or ma tion on this subject, please 
co ntact me.

GU: mk r 
m 8 / 034
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Comments on HB 47 by General Counsel to 
the Alas ka Railroad Corporation

Representative Kay Brown

George Utermohle,^/^
Legislative Counsel

At the request of Peg Me nte le of your staff, I have reviewed 
the letter and comments by Larry D. Wood to Representative 
Dave Donley, dated January 28, 1987, regarding HB 47. For 
the most part, Mr. W oo d  comments on issues related to the 
operation, autonomy, and competitive position of the Ala ska 
Rai lroad Corporation. These issues are policy oriented m a t­
ters w it hi n  the p u r v i e w  of the legislature and are not legal 
i s s u e s .

Howeve r I did find two legal issues presented by Mr. Wood's 
letter that I could address. The first issue related to 
disclosure of confidential information of shippers and c o n­
signees by the railroad. 49 U.S.C. 11910(a)(1) authorizes a 
fine of not more than $1,000 upon an employee of a railroad 
who discloses "the nature, kind, quantity, destination, c o n­
signee o r V o u t i n g  of property" delivered to the railroad if 
the information could be used to injure the shipper or c o n­
signee or if the informat ion improperly releases information 
about the business transactions of the shipper or consignee. 
This prohibition against disclosure does not apply to s i t­
uations where (1) the shipper or consignee consents to the 
disclosure; (2) the information is given to an employee of 
the state; or (3) the shipment of goods is wi th in  a state 
and not subject to the jurisdiction of the Interstate C o m­
merce Commission. The federal law does not prohibit the 
release of the rate charged for shipping the goods, ho wev er 
releas e of just the amount charged for shipping goods is 
us eless information without knowing the kind of goods 
shipped, the origin, and the destination of the goods. It 
is the information protected by 49 U.S.C. n Q l f U q W l )  th ?.t
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conveys inf ormation value to the pure rate data. The r e­
lease of just the rate data wo u ld  not provide useful i n f or­
mation.

The mos t significant exception to 49 U.S.C. 11910(a)(1) i n­
volves the release of prote ct ed  information with the consent 
of the shipper or consignee. The railroad could require 
that shippers and consignees consent to disclosure of c e r­
tain informat ion as a condition of doing business. Such an 
arrange ment wo ul d avoid the pr ohibition against disclosure, 
ho wever there may be competitive and business ramifications 
if the Alaska Railroad was to require disclosure of o t h e r­
wise confidential information.

To the extent that HB 47 does require release of information 
on divisions and contract rates protected under 49 U.S.C. 
11910(a)(1) there does appear to be a conflict with federal 
law. As a general rule, federal law will prevail over c o n­
tradictory provisions of state law. The disclosure r e q u i r e­
ments of HB 47 relating to release of division and contract 
rate information could be tailored to comply with federal 
law but the va lue of the information available may well be 
useless to the public or even to a competitor.

The second issue raised by Mr. Wood's letter relates to the 
lease of railr oa d land to municipali ti es  at less than fair 
market value. In regard to AS 42.40.350(d), Mr. Wood says 
that "ARRC has con sistently interpreted an existing e x c e p­
tion for State leases to include political subdivisions."
AS 42.40.350(d) states:

(d) A  lease or disposal of land approved by the l e gi s­
lature under  AS 42.40.285 by the corporation to a party 
other than the state shall be made at fair market value 
as determined by a qu alified app raiser or by c o m p e t i­
tive bid.

Since the term "state" as used in AS 42.40 is not defined, 
the definition of the term in AS 01.10.060(13) applies. In 
that section "state" means "the State of Alaska unless 
appli ed to the different parts of the United States and in 
the latter case it includes the District of Columbia and the 
territories." This definition refers only to the State of 
Alaska and does not include any reference"to municipalities. 
Though municipali ties, as political subdivisions of the 
state, draw their existence from the state, mun icipalities 
and the state are distinct legal, political, and corporate
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entities. It could be argued that the term "State of Alaska" 
implici tly includes political subdivisions of the state, but 
there is not a strong case for that interpretation in my 
view.

Thus an ambiguity exists as to the meaning of AS 42.A O . 3 5 0 ( d ) . 
HB 42 resolves this ambiguity by expressly including m u n i c­
ipalities within the coverage of the exception to fair market 
value disposals of railroad lands and resources.

GU:csh 
C7/051
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FIS CAL INFORMATION*

House Bill No. 47 
Publi sh date: 1/19/87

Title: An Act relating to the Al as ka Railroad Corporation
Sponsors: Brown, Ellis and Boyer

ALASKA RAILROAD CORPORATION 1987 LEGISLATIVE SESSION

HB 47 proposes numerous and su bstantial changes to the Alaska
Railo ad Corporation Act ("ARCA”)., The issues fall into four
categories, co nf i denti al it y of railroad m a rk et ing and business 
data, passenger and freight service operational restraints,
leasing procedures, and wi l d li fe  losses.

A position paper submitted by the Alaska Railroad Corporation
("ARRC") has explained that the issues and concerns implied by 
the bill's provisions have been ade qu a te ly  accomodated or 
pro tected  by existing laws and/or ARRC Board rules and
m an a ge me n t practices. In addition, m a n y  of HB 47's abrupt and 
sig nifica nt  changes threaten to de st ro y those dynamic 
c ha r ac te ri stics which give ARRC the fl exib il it y it needs to 
survive ec onomical ly  in today's decli ni ng  freight markets. If 
this occurs, the legislature's earlier vis ion of a financially
and o p e r a t io n al l y independent railroad will in large part be 
u n d o n e .

We anticipate that, as a result of this legislation, revenues 
will be lost and expenses will be increased. ARRC will be 
unab le to sustain its operations wit h o ut  State subsidies. 
Given the fact that ARRC projects a ve ry  modest profit in 1987, 
s u b s id y  requests should be expected to cl os e l y mirror the added 
costs and losses attributed to legislative changes. These 
figures are listed below.

Al th o ug h  it is ex tr em el y difficult to accu ra t el y  estimate just
wh at  figures should be expected, the following su mmary provides 
a r ea sonabl e projec tion of antic ip at ed annual expenses/losses.

Should the economy continue its present decline, these figures 
should be expected to increase, perhaps by as much as 10% per 
year.
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Passe nger Service Losses

As a result of innovations in e q uipment  and scheduling, ARRC 
has been able to signi fi c a nt l y reduce its passenger service 
losses w hi ch existed at transfer, some $2.2 million annually. 
HB 47 would require ARRC to m a i n t a i n  the "level of 
p a s s e n g e r ... service provided at the time of transfer." If this 
mea ns that ARRC would be required to add back to its passenger 
s ervice the cost of a full service train to northbound winter 
servic e and replace its self -p r o pe l le d  rail diesel cars, an 
addit ional $512.000 loss should be anticipated. Should ARRC 
lose its financial s el f -s u f f i c i e n c y  as a result of this 
re quirement and others, entire St ate su bs id y of passenger 
servic e would be required. Without me an i ng f ul  innovations, the 
loss could be as high as $1.5 mill i on  annually.

A dditional Real Estate Ad mi ni st r at i ve  Costs and Revenue Losses

The additional procedural requi re me nts related to land leases 
and renewals are expected to require an additional $50,000 in 
adm inistrat iv e costs. Estimating a growth rate of 25% in real 
estate revenues and a 50% red uc tion in lease revenues due to 
sign ificant procedural requirements and time delays not common 
to commericial enterprises, ARRC pro jects an annual $250,000 
loss of real estate business.

C on f id en ti ality of Railroad Ma rk eting and Business  Data

HB 47 proposes that, unlike other modes of transportation 
including truck and water barge, its confidential marketing 
data and prop rietary business i nf or mation  be available for 
public, and competitor, inspection. Beyond the policy and 
legal issues raised by this suggestion, ARRC expects to lose a 
sig nificant portion of its freight revenues should this 
proposal be implemented. These losses are di r ec tl y  attributed 
to res trictions in railroad m a r k et i ng  mechanisms and 
op portunities whi ch  would be caused by HB 47. General freight 
revenu e losses are estimated at $4.6 m i l l i o n  annually.

Total Annual Fiscal Impact

Pa ssenger Service Losses $1,500,00 0
Real Estate 300,000
General Freight Revenues 4. 60 0.000

Total $6,400,0 00
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F ebruar y 6, 1987

Re pr es en tative  Dave Donley, Chair 
House Labor and Comm erce Committee 
Pouch V
Juneau, Alaska 99811

R e : HB 47, Labor and Commerce Committee Questions to ARRC

Dear R ep r es e nt a ti ve  Donley,

Thank you for your J a n u a r y  29, 1987, letter. I do hope that
the Alaska Railroad Co rporati on 's  position paper has been of 
some ass is t an ce  to you and the Labor and Commerce C o mm it tee as 
HB 47 is considered.

We have answere d the qu es tions you sent wit h your letter. The 
answers and exhibits are attached. In a separate documen t we 
also provide some estimat es  of the bill's fiscal impact on the 
ARRC and the State of Alaska.

With the time availa bl e to us, some answers may not be as 
co mplete as we w o ul d  have preferred. If additio nal qu es ti o ns  
arise, please feel free to call me at 265-2461.

Finally, we  wo ul d s i mp ly  reiterate that HB 47 is not remedial 
legislation. We be lieve that the concerns and issues implied 
by its provi s io n s have been adequ at el y addressed in the Al as ka 
Railroad C o r po r at io n  Act, other state or federal laws, Board 
rules and c o m pa ny  policies, and manag em e nt  practic es. 
Ironically, the legisl at io n does threaten to largely undo the 
legislat ure's earlier vi si on  of a self-sustaining, but p u b l i c l y  
accountable, railroad.

Sinoei/ely yours.

General Counsel

cc: F.G. Turpin, Pre sident $ CEO

Atta ched

3722L
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FISCAL INFORMATION'

House Bill No. 47 
Publish date: 1/19/87

Title: An Act relating to the Alaska Railroad Co rp oratio n
Sponsors: Brown, Ellis and Boyer

ALASKA RAILROAD CORPORATION 1987 LEGISLATIVE SESSION

HB 47 proposes num er ou s and substantial changes to the Ala ska 
Raiload C o r po r at i on  Act ("ARCA"). The issues fall into four 
categories, c o n f i d e n t i a l i t y  of railroad marke ting and busines s 
data, passenger and freight service operational restraints, 
leasing procedures, and w i l d l i f e  losses.

A position paper submit te d by the Alaska Railroad C or p o r a t i o n  
("ARRC") has e xp l ai ne d that the issues and concerns implied by 
the bill's p ro vi s io n s have been adequa te ly  acco mo da ted or 
protected by existin g laws and/or ARRC Board rules and 
ma na g em e nt  practices. In addition, m a n y  of HB 47's abrupt  and 
sig ni fi ca nt changes thr ea te n to destroy  those dy na mi c 
ch ar ac t er i st i cs  w h i c h  give ARRC the fl exibility it needs to 
su rvive e c o n o m i c a l l y  in today's declining freight markets. If 
this occurs, the legislat ur e' s earlier visi on of a f i n a n c i a l l y  
and op e ra t i o n a l l y  in de pendent railroad will in large part be 
undone.

We anticipate that, as a result of this legislation, reven ues 
will be lost and expe ns es will be increased. ARRC wi l l be 
unabl e to sust a in  its opera ti on s wit h ou t State subs idies.' 
Give n the fact that AR R C projects a very modest profit in 1987, 
s u b s id y  request s shou ld be exp ected to closel y mir ror the added 
costs and losses attrib ut e d to legislative changes. T he s e 
figures are listed below.

Al th o ug h it is e x t r e m e l y  difficul t to accura te l y e s t im at e  just 
w h a t  figures sh ou ld  be expected, the following su mm ar y pro vi d es  
a r ea so nable p ro j ec t i o n  of an ti c ip at e d annual expens es /l osses.

Should the e c o n o m y  c on t i n u e  its present decline, th'jse fi gures 
should be e xpec te d to increase, perhaps by as mu c h as 10% per 
year.
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P a s s e n g e r  S e r v i c e  L os s e s

As a r es u l t  of i n n o v a t i o n s  in e q u i p m e n t  and s c h e d u l i n g ,  A R R C  
has b e e n  a b l e  to s i g n i f i c a n t l y  re du c e  its p a s s e n g e r  s e r v i c e  
los se s w h i c h  e x i s t e d  at t ra ns fe r,  some $2 .2  m i l l i o n  a n n u a l l y .  
HB 47 w o u l d  r e q u i r e  A R R C  to m a i n t a i n  the " l e v e l  of 
p a s s e n g e r . . . s e r v i c e  p r o v i d e d  at the tim e of t r a n s f e r . "  If this 
m e a n s  that  A R R C  w o u l d  be r e q u i r e d  to add b a c k  to its p a s s e n g e r  
s e r v i c e  the c o s t  of a full s e r v i c e  tr ain  to n o r t h b o u n d  w i n t e r  
s e r v i c e  and r e p l a c e  its s e l f - p r o p e l l e d  rail d ie s e l  c ar s, an
a d d i t i o n a l  $ 5 1 2 , 0 0 0  loss s ho u l d  be a n t i c i p a t e d .  S h o u l d  A R R C  
lose its f i n a n c i a l  s e l f - s u f f i c i e n c y  as a r e s u l t  of this 
r e q u i r e m e n t  and o t he rs ,  e n t i r e  S t a t e  s u b s i d y  of p a s s e n g e r
s e r v i c e  w o u l d  be r eq u i r e d .  W i t h o u t  m e a n i n g f u l  i n n o v a t i o n s ,  the 
loss c o u l d  be as h i g h  as $1.5 m i l l i o n  a nn ua ll y .

A d d i t i o n a l  Real E s t a t e  A d m i n i s t r a t i v e  C os ts  and R e v e n u e  L o s s e s

T h e  a d d i t i o n a l  p r o c e d u r a l  r e q u i r e m e n t s  r e l a t e d  to la nd  le ase s 
and r e n e w a l s  a r e  e x p e c t e d  to r e q u i r e  an a d d i t i o n a l  $ 5 0 . 0 0 0  in 
a d m i n i s t r a t i v e  co s ts . E s t i m a t i n g  a g r o w t h  r a t e  of 2 5%  in real 

&  e s t a t e  r e v e n u e s  and a 50%  r e d u c t i o n  in le ase  r e v e n u e s  due  to
s i g n i f i c a n t  p r o c e d u r a l  r e q u i r e m e n t s  and time  d e l a y s  n o t  c o m m o n  
to c o m m e r i c i a l  e n t e r p r i s e s ,  A R R C  p r o j e c t s  an a n n u a l  $ 2 5 0 , 0 0 0  
loss of real e s t a t e  bu si n e s s .

C o n f i d e n t i a l i t y  of R a i l r o a d  M a r k e t i n g  and  B u s i n e s s  D a t a

HB 47 p r o p o s e s  that, u n l i k e  o t h e r  m o d e s  of t r a n s p o r t a t i o n  
i n c l u d i n g  t r u c k  and w a t e r  barge, its c o n f i d e n t i a l  m a r k e t i n g
data  and p r o p r i e t a r y  b u s i n e s s  i n f o r m a t i o n  be a v a i l a b l e  for 
p ub lic , and c o m p e t i t o r ,  i n s p e c t i o n .  B e y o n d  the p o l i c y  an d 
legal i s s u e s  r a i s e d  b y  this  s u g g e s t i o n ,  A R R C  e x p e c t s  to lose a 
s i g n i f i c a n t  p o r t i o n  . of its f r e i g h t  r e v e n u e s  s h o u l d  th i s
p r o p o s a l  be i m p l e m e n t e d .  T h e s e  lo ss es  are  d i r e c t l y  a t t r i b u t e d  
to r e s t r i c t i o n s  in r a i l r o a d  m a r k e t i n g  m e c h a n i s m s  a n d  
o p p o r t u n i t i e s  w h i c h  w o u l d  be c a u s e d  b y  HB 47. G e n e r a l  f r e i g h t  
r e v e n u e  lo s s e s  a r e  e s t i m a t e d  at  $4.6  m i l l i o n  a n n u a l l y .

T o t a l  A n n u a l  F i s c a l  Im pa ct

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

T o ta l $ 6 , 4 0 0 , 0 0 0



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

R e s p o n s e : A p p r o x i m a t e l y  40, 60 0 a c re s w e r e  t r a n s f e r r e d  to
the s t a t e - o w n e d  A l a s k a  R a i l r o a d  C o r p o r a t i o n  ( " A R R C M ) b y  the 
f e de ra l g o v e r n m e n t  on J a n u a r y  5, 1985. T r a n s f e r  d o c u m e n t s  
i n c l u d e d  i n t e r i m  c o n v e y a n c e s ,  quit  c l a i m  deeds, e x c l u s i v e  us e  
e a s e m e n t  dee ds , p a t e n t s  and e x c l u s i v e  licenses, e a c h  r e f l e c t i n g  
v a r y i n g  q u a l i t y  of o w n e r s h i p  in terest. As c o m p e t i n g  c l a i m s  to 
the p a r c e l s  of land i n v o l v e d  are a d j u d i c a t e d  by the f e d e r a l  
B u r e a u  of Land M a n a g e m e n t  and sur ve y ed , the ti tle  d o c u m e n t s  
wi l l be r e i s s u e d  and a c r e a g e s  m a y  change.

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

R e s p o n s e : R a i l r o a d  u t i l i t y  c o r r i d o r s  c o m p r i s e
a p p r o x i m a t e l y  3 4 %  of the A R R C ' s  total acreag e, or 1 3 , 8 0 0  acr es.

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

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

4. W h a t  is the a p p r o x i m a t e  n um b e r  of a c r e s  of r a i l  land 
w h i c h  is n e c e s s a r y  for the o p e r a t i o n  of the r a i l r o a d ?  F o r  
ex am ple , for r a i l r o a d  t er m i n a l s ,  yards, and o f f ic es .

R e s p o n s e : T h i s  f i g u r e  c a n n o t  be a c c u r a t e l y  e s t i m a t e d  at 
this time. As n o t e d  below, all rail lands ar e n e e d e d  for 
s u p p o r t  of r a i l r o a d  o p e r a t i o n s .  L eas e and p e r m i t  r e v e n u e s  are 
r e s p o n s i b l e  for a s i g n i f i c a n t  p o r t i o n  of A R R C  inc om e.  Like^_ 
o t h e r  A m e r i c a n  r a i l r o a d s ,  A R R C  d e p e n d s  upon i t s  land r e s o u r c e s ^  
to s u s t a i n  its e c o n o m i c  v i a b i l i t y .  See r e s p o n s e s  to Q u e s t i o n s  
No,u 6 and No. 17 below.

5. Fo r e a c h  of the f o l l o w i n g  local g o v e r n m e n t  e n t i t i e s ,  
s t a t e  the  a p p r o x i m a t e  n u m b e r  of acres of land l o c a t e d  w i t h i n  
e a c h  en t i t y ,  g i v e  a g e n e r a l  d e s c r i p t i o n  of the land a n d  m a j o r  
i m p r o v e m e n t s  a n d  g i v e  the e s t i m a t e d  fair m a r k e t  v a l u e  of the 
land:

—  A n c h o r a g e
—  S e w a r d
—  Fairbanks
—  Whittier
—  P a l m e r
—  Wasilla
—  Other municipalities



Response: The following figures are exclusive of the
200-foot right-of-way which runs throughout each governmental 
entity’s jurisdiction. Fair market value figures are derived 
from the Jackson-Cross appraisal performed prior to transfer.

A n ch o r a g e :  A p p r o x i m a t e l y  660 ac res  in the A n c h o r a g e
T e r m i n a l  Re se rve , of w h i c h  s o m e  300 acres* ar e us ed  for t e r m i n a l  
op e r a t i o n s .  A p p r o x i m a t e l y  95 % of this d i s t r i c t  is z o n e d  1-2 
and in ten ded  p r i m a r i l y  for h e a v y  m a n u f a c t u r i n g ,  s t o r ag e,  m a j o r  
s h i p p i n g  t e r m i n a l s  and o t h e r  r e l a t e d  uses. Uses w h i c h  are 
g e n e r a l l y  p e r m i t t e d  in c o m m e r c i a l  d i s t r i c t s  are al so  f ou nd  
here. A p p r o x i m a t e l y  50 % of the p r o p e r t y  is leased to t h ir d 
parties, w h o s e  i m p r o v e m e n t s  i nc l u d e  w a r e h o u s e s ,  t a n k  farms, 
Q u o n s e t  hu ts  and s t o r a g e  yards. An a d d i t i o n a l  900 a c r e s  is 
located at P o r t a g e  and u s e d  in part for the r a i l r o a d’s l o a d i n g  
f a c i l i t y  and p a r k i n g  a s s o c i a t e d  w i t h  the W h i t t i e r  S h u t t l e .  
Fair m a r k e t  v a l u e  e s t i m a t e d  at $39 mi lli on .

Seward: A p p r o x i m a t e l y  300 acres, of w h i c h  50 a c r e s  are
used for r a i l r o a d  o p e r a t i o n s  ( i.e. T O F C  yard, r a i l r o a d  doc k) . 
Th e r e m a i n d e r  is u n i m p r o v e d  and s u b m e r g e d  lands in R e s u r r e c t i o n  
Bay. Fair m a r k e t  v a l u e  e s t i m a t e d  at $1.4 m i l li on .

F a i rb an ks :  A p p r o x i m a t e l y  461 acres, of w h i c h  s o m e  270
acres are u t i l i z e d  for a T O F C  yard, shops, and o t he r  r a i l r o a d  
fa c il it ie s.  A p p r o x i m a t e l y  o n e - h a l f  of the r e m a i n i n g  land is 
leased, for us es  and w i t h  i m p r o v e m e n t s  s i m i l a r  to t h o s e  f o u n d  
in A n c h o r a g e ,  i.e. w a r e h o u s e ,  ta n k farms, Q u o n s e t  huts, s t o r a g e  
yards. F a i r  m a r k e t  v a l u e  e s t i m a t e d  at $6.1 m i l l i o n .

W h it t i e r :  A p p r o x i m a t e l y  272 acres, of w h i c h  a p p r o x i m a t e l y
150 are used  for r a i l r o a d  o p e r a t i o n s .  M a j o r  i m p r o v e m e n t s  
in c lud e r a i l r o a d  docks, b a r g e  slips, B er ry  te rmi na l, s h u t t l e
ramp, s mal l boat h ar bo r,  and  s e ve ra l c o m m e r c i a l  b u i l d i n g s  
leased to t hi rd par t ie s.  F a i r  m a r k e t  v a l u e  e s t i m a t e d  at $.9 
mil l io n.

Palmer: R i g h t - o f - w a y  only.

Wa s il la : R i g h t - o f - w a y  only.

Nenana: Approximately 270 acres, most of which is leased
to the City of Nenana for commercial purposes. Fair market 
value estimated cannot readily be broken out of the ’’other” 
category in the Jackso.i-Cross appraisal.

Valdez: Approximately 60 acres, which includes raw and
undeveloped land as well as trackage for rail barges and two
lessees. Fair market value estimated at $365,000.

6. State the fair • m a r k e t  value **• of (1). .all land as 
described above and of (2) all rail land which is not necessary 
to the operation of the railroad.



R e s p o n s e : T h e  fair m a r k e t  of  the  lands di sc u s s e d  in the
r e s p o n s e s  a b ov e w a s  o b t a i n e d  f r o m  the  J a c k s o n - C r o s s  a p p r a i s a l  
that w a s  used as a b a s i s  for e v a l u a t i o n  prior to t ra ns fe r.  
B e c a u s e  of the o v e r a l l  d e c l i n i n g  e c o n o m y  st at ew id e,  A R R C  
b e l i e v e s  that this fair m a r k e t  v a l u e  (in the n e i g h b o r h o o d  of 
$51 m i l l i o n  for the total real  p r o p e r t y  n o w  owned by  A RR C) has 
p r o b a b l y  dec re as ed .

In light of the fact  that r e v e n u e s  de r i v e d  f r o m  
n o n - o p e r a t i o n a l  le ase s and o t h e r  u s e s  of real es t at e  b y third 
p a r t i e s  r e p r e s e n t e d  9 . 6 %  of the A R R C ' s  total re ve nu e in 1986, 
A R R C  b el ie v e s  that all rail land is n e c e s s a r y  for the o p e r a t i o n  
of a f i n a n c i a l l y  s ou nd  r a il r o a d .

7. If the A R R C  is u n a b l e  to p r o v i d e  the fair m a r k e t  v a l u e  
as r eq u e s t e d  in the p r e c e d i n g  q u e s t i o n s ,  give  the r a i l r o a d ' s  
m o s t  a c c u r a t e  e s t i m a t e  of the fair m a r k e t  value, d e s c r i b e  the 
b a s i s  of the es ti ma t e,  and d e s c r i b e  w h a t  steps have be en  taken, 
if any, to d e t e r m i n e  the a c t u a l  fair m a r k e t  value.

R e s p o n s e : S i n c e  tr an s f e r ,  the A R R C  has not c o m m i s s i o n e d  a
full fair m a r k e t  v a l u e  a p p r a i s a l  of its prope rti es . In d i v i d u a l  
a p p r a i s a l s  are be ing  do ne  in a c c o r d a n c e  w i t h  the r e q u i r e m e n t s  
of some lease a g r e e m e n t s .  T h e s e  re ce n t a p p r a i s a l s  on
in d i v i d u a l  p a r c e l s  of l ea s e d  land s h o w  a d e c l i n e  in v a l u e  ov er  
the past two years.

8. D e s c r i b e  eac h lease a f f e c t i n g  rail land, s p e c i f i c a l l y
i n c l u d i n g  a g e ne ra l d e s c r i p t i o n  of the land involved, the t e r m  
of the lease, and the l eas e rate.

R e s p o n s e : The  A R R C  is p r e s e n t l y  the lessor in
a p p r o x i m a t e l y  300 leases an d p e r m i t t o r  or gran tor  in s o m e  700
o t h e r  permits, road c r o s s i n g  a g r e e m e n t s ,  e as e m e n t s  or o th er  
land use a g r e e m e n t s .  A R R C  w i L l  be h a p p y  to p r o v i d e  the
C o m m i t t e e  w i t h  a c o m p u t e r i z e d  l i s t i n g  s u m m a r i z i n g  th e 1000  
to ta l a g r e e m e n t s  if it d e s i r e s ,  but for c o n v e n i e n c e  f u r n i s h e s  
the f ol lo w i n g  g en er al  i n f o r m a t i o n .

Revenues in 1986 from ground leases was approximately $5.5 
million. Generally speaking the railroad lands are located in 
industrial zoned districts where the intended use is primarily 
for heavy manufacturing, storage, major shipping terminals and 
other related uses. The term .-of these ground leases ranges 
anywhere from 10 to 55 years.-*The average lease rate among the 
300 tenants would fall between 8.5 - and 9.5% per year. The 
annual rate being set in n e w 4leases is 9.5%, as established in 
a study performed for ARRC (copy, attached).

t   •
9. Describe the- l e a s i n g * policy-: of the. railroad for rail: 

lands, including any factors^considered and procedures followed

-3-



to d e t e r m i n e  w h e t h e r  the le ase  is for the b e n e f i t  of the p e o p l e  
of the  state, is in c o n f l i c t  w i t h  the land use pl an s of local 
g o v e r n m e n t s ,  is c o m p a t i b l e  w i t h  a d j a c e n t  land uses, or to
o t h e r w i s e  c o m m u n i c a t e  w i t h  local g o v e r n m e n t s  an d a d j a c e n t  land 

owne rs.

R e s p o n s e : The  a t t a c h e d  c o p y  of the A R R C ’s l o n g - t e r m  lease
p o l i c y  i n d i c a t e s  that the c o r p o r a t i o n  c o n s i d e r s  all the f a c t o r s  
listed in the C o m m i t t e e ' s  q u e s t i o n .  The p r o c e d u r e s  f o l l o w e d  
are al so  ad dr e s s e d .

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

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

R e s p o n s e : The  A R R C ' s  D i r e c t o r  of Real Estate, L a r r y  J.
Houle, is the i nd i v i d u a l  in c h a r g e  of i m p l e m e n t i n g  the p o l i c i e s  
or p r o c e d u r e s  d e s c r i b e d  in the p r e c e d i n g  q ue st io n.  His a c t i o n s  
are s u b j e c t  to the c h a i n  of a p p r o v a l  e x p r e s s e d  in the
c o r p o r a t i o n ' s  A p p r o v a l  A u t h o r i t y  G u i d e  (r el e v a n t  p a g e s  are 
a t t a c h e d ) .

11. Is the A RR C c u r r e n t l y  c o n s i d e r i n g  an y  le ase s in
a d d i t i o n  to t hos e i d e n t i f i e d  or th os e to w h i c h  A R R C  is 
c u r r e n t l y  a pa rt y?  If so, d es c r i b e .

R e s p o n s e : T h e r e  are p r e s e n t l y  five r e q u e s t s  b e f o r e  the
Real E s t a t e  D e p a r t m e n t  to le ase  A R R C  pr op er t y.  T h r e e  ‘*of t h e se  
r e q u e s t s  p e r t a i n  to land l o c a t e d  in the F a i r b a n k s  T e r m i n a l  
Re se rv e,  e a c h  pa rce l a p p r o x i m a t e l y  5 a cr e s in size. The  f o u r t h  
r e q u e s t  to le ase  has b e e n  m a d e  b y  the M u n i c i p a l i t y  of A n c h o r a g e  
for a t r a c t  r a n g i n g  f r o m  61.4  a c r e s  to as m u c h  as 120 a c r e s  in 
si z e lo c a t e d  s o u t h  of the m o u t h  of  S h i p  Creek. T h e  f if th  
r e l a t e s  to a c r e a g e  at the h e a d  o f P a s s a g e  C ana l in Wh it t i e r .

12. Is the A R R C  considering ary development, sale or 
disposal of rail land or of any resources thereon? If so, 
describe.

Response: . Presently, the only such activity being 
considered is the potential land trade with the-Municipality of 
Anchorage for the Government,.; Hillt;*bluff •= area. There , is a 
remote possibility that the Municipality of A n c h o r a g e •may also 
be interested in the 12 acres of land underlying the Panoramic 
View Apartments also located on Government Hill.
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13. Wh at  is the c u r r e n t  st at u s  o f  the p r e v i o u s l y  
c o n t e m p l a t e d  d e v e l o p m e n t  o f the bl uff  s u r r o u n d i n g  G o v e r n m e n t  
Hill, r e f e r r e d  to b y  the r e s i d e n t s  as the G o v e r n m e n t  H i l l  
G r e e n b e l t  or W e s t  B l u f f ?

R e s p o n s e : In a c c o r d a n c e  w i t h  the AR RC  B oa rd  of D i r e c t o r s’
wi s h e s  e x p r e s s e d  at its S e p t e m b e r  1986 m o n t h l y  m e e t i n g ,  t h e r e  
is no d e v e l o p m e n t  p r e s e n t l y  c o n t e m p l a t e d  as to the b l u f f  l an ds  
a d j ac en t to th e G o v e r n m e n t  H i l l  a r e a  of Anc ho ra g e.

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

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

15. Is the A R R C  c u r r e n t l y  n e g o t i a t i n g  or has the A R R C  b e e n  
r e qu es te d to n e g o t i a t e  w i t h  a n y  local g o v e r n m e n t s  r e g a r d i n g  
lease, t r a n sf er  of  in te r e s t ,  s a l e  or ot he r d i s p o s i t i o n  of rail 
land? If so, p l e a s e  d e s c r i b e  the local g o v e r n m e n t s  i n v o l v e d  
and is sues ra i s e d  in s u c h  n e g o t i a t i o n s  or requests.

R e s p o n s e : Th e  A R R C  has w o r k e d  w i t h  all of its h o s t  l o c al
g o v e r n m e n t s  in the p a s t  r e g a r d i n g  u s e s  of r a i l r o a d  land. F o r 
example, the C i t y  of W h i t t i e r  r e q u e s t e d  a lease for a c a m p e r  
park located on r a i l r o a d  land. A lease wa s  o f f e r e d  to the  C i t y  
but was  n e v e r  e x e c u t e d  b e c a u s e  fund ing  for the p r o j e c t  
ev ap or a te d.  A lease w a s  f i n a l i z e d  w i t h  the C i t y  of S e w a r d  for 
p r o p e r t y  u n d e r l y i n g  t h e  n e w  U.S. C o as t G u a rd  S h o r e  S u p p o r t  
Fa ci lity- At the  r e q u e s t  o f the  T r i - V a l l e y  c o m m u n i t y  l o c a t e d  
in the H ^ a l y  area, a l o n g - t e r m  lease for a c e m e t e r y  s i t e  w a s  
granted. 'The A R R C  is p r e s e n t l y  fi n a l i z i n g  a lease w i t h  the  
C i t y  of Pa l m e r  for e x p a n d e d  use of the old d e p o t  an d  
b e a u t i f i c a t i o n  of th e r i g h t - o f - w a y  t h r o u g h  town. N e g o t i a t i o n s  
are p r o c e e d i n g  w i t h  th e  C i t y  of N e n a n a  ov er  the i s s u e  of  
p e r i o d i c  fair  m a r k e t  r e n t a l  v a l u e  a d j u s t m e n t s  u n d e r  its 
e x i s t i n g  lease.

ARRC has also worked with local governments regarding 
historic sites. The City of Talkeetna and ARRC cooperated in 
the leasing of the German B a c helor’s Cabin, although the lease 
was executed by ARRC and the Talkeetna Historical Society. The 
ARRC also worked with the state Department of Natural Resources 
in leasing property currently occupied by the Potter Section 
House south of Anchorage. ,-
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Finally, the A R R C  ha s  w o r k e d  w i t h  the M u n i c i p a l i t y  of  
A n c h o r a g e  to a c h i e v e  th e d e v e l o p m e n t  and c o n s t r u c t i o n  of  a 
p o r t i o n  of the C o a s t a l  T r a i l  a lo ng  and w i t h i n  the r a i l r o a d  
r i g h t - o f - w a y  a d j a c e n t  to K n i k  A r m  in An ch or a ge . N e g o t i a t i o n s  
are st ill u n d e r w a y  r e g a r d i n g  so m e a s p e c t s  of this use. T h e
M u n i c i p a l i t y  of A n c h o r a g e  ha s a l s o  i n it i at ed  d i s c u s s i o n s  w i t h  
AR R C c o n c e r n i n g  its d e s i r e  to a s s u m e  a lease p r e s e n t l y  he ld  b y  
A n c h o r a g e  D r e d g e  an d Do ck. Th e M u n i c i p a l i t y  plans a S h i p  C r e e k  
L a n d i n g  d e v e l o p m e n t  at the site, and has pro po s ed  that A R R C
g ra nt it a n e w  lease for the pr ope rt y.

AR R C is i n v o l v e d  in n e g o t i a t i o n s  w i t h  s e ve ra l N a t i v e  

c o r p o r a t i o n s  r e g a r d i n g  land e n t i t l e m e n t s  under the A l a s k a  
N a t i v e  Cl aim s S e t t l e m e n t  Ac t and the Al a sk a Ra i lr oa d T r a n s f e r  
Act. S e t t l e m e n t  of o n e  of t h e se  m a t t e r s  was  r e c e n t l y  r e a c h e d  
w i t h  Eklutna, Inc.

16. D e s c r i b e  the p r o c e d u r e s  the AR RC  follows w h e n  a local 
g o v e r n m e n t  r e q u e s t s  c o m m u n i c a t i o n  w i t h  the ARRC  r e g a r d i n g  rail
land located w i t h i n  local g o v e r n m e n t  bo undaries.

R e s p o n s e : W h e n  a local g o v e r n m e n t  c o m m u n i c a t e s  w i t h  A R R C
for leasing p ur po s e s ,  the c o r p o r a t i o n  res po nd s e i t h e r  in 
w r i t i n g  or in person, at t ime s by telephone. R e s p o n s e s  m a y  
c om e fr om  e i t h e r  the P r e s i d e n t  and CEO or the D i r e c t o r  of Real
Es ta te . C o m m u n i c a t i o n s  r e g a r d i n g  o t h er  a c t i v i t i e s  on  rail
lands, e it h e r  e x i s t i n g  or p r op os ed , suc h as road c r o s s i n g s  or 
u t i l i t y  e a s e m e n t s ,  a r e  c u s t o m a r i l y  a ss es s e d  fi rst b y  the  
a p p r o p r i a t e  t e c h n i c a l  d e p a r t m e n t  fe . g . . E n g i n e e r i n g ,  
T e l e c o m m u n i c a t i o n s ) .  T h e  final p e r m i t t i n g  d o c um en t is e x e c u t e d  
by the Real E s t a t e  D i r e c t o r .

17. D e s c r i b e  all n a t u r a l  re so urces, in clu di n g w i t h o u t  
lim it at io n,  sand, g r av el , oil, gas, timber and m i n e r a l s  on r ai l
land, and a n y  e x i s t i n g  or p l a n n e d  i n v e n t o r y  of t h o s e  n a t u r a l
re so ur ce s.

Resjponse: No i n v e n t o r y  has yet been taken, nor is o n e
p r e s e n t l y  pla nn ed . R a i l r o a d  lands do c o n t a i n  sand, g r a v e l ,  
timb er,  and coal  r e s e r v e s .

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

Response: The only agreement relating to disposal of such
resources to date has been an entry permit granted to the 
Usibelli Coal Mine Company for exploratory analysis upon 
railroad properties located in the Healy area.

19. Describe all changes in the levels of freight and 
passenger s e r v i c e : which have been implemented since the 
transfer from the federal government.



R e s p o n s e :

C h a n g e s  in f r e i g h t  s e r v i c e  s i n c e  th e t r a n s f e r  fr om  th e fe d e r a l  

go ve rnm en t:

a) A R R C  has  a d d e d  d a i l y  s c h e d u l e d  o v e r n i g h t  f r e i g h t  
s e r v i c e  b e t w e e n  A n c h o r a g e  and  F a i r b a n k s  w h i c h  is p a r t i c u l a r l y  
i m p o r t a n t  for s h i p m e n t s  o f p e t r o l e u m  p r od uc t s,  t r a i l e r s  o n  flat 
cars, and g e n e r a l  c o m m o d i t i e s .

b) A R R C  has  a d de d u n i t  t r a i n s  for e xp o r t  coa l s e r v i c e  

b e t w e e n  H e a l y  an d Sewar d.

C h a n g e s  in level of p a s s e n g e r  s e r v i c e s  s i nc e t r a n s f e r  f r o m  th e 
federal g o v e r nm en t:

a) A R R C  found that r i d e r s h i p  b et w e e n  A n c h o r a g e  a n d  
F a i r b a n k s  in th e w i n t e r  w a s  p r i m a r i l y  fr o m p e r s o n s  n e e d i n g  
ac c es s to t h ei r h o m e s  and c a b i n s  b et w e e n  A n c h o r a g e  and  
H u r r i c a n e .  C o n s e q u e n t l y ,  A R R C  i n c r e a s e d  the n u m b e r  of t ri p s 
th r o u g h  the n o r t h  local a r e a  ( A n c h o r a g e  to H u r r i c a n e )  f r o m  
ei gh t per m o n t h  d u r i n g  the  1 9 8 4 / 8 5  w i n t e r  to f o u r t e e n  per  m o n t h  
du r in g the w i n t e r  of 1 9 8 6 / 8 7 .  W i t h  this i n c r e a s e  in local 
ser v ic e,  A R R C  fo und that a r e d u c t i o n  in n um b e r  of w i n t e r  t ri ps  
e a c h  m o n t h  to F a i r b a n k s  f r o m  f o u r  to two se r v e d  c u s t o m e r s '  
n e e d s .

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

c) Th e Bu dd  car, a s e l f - p r o p e l l e d  rail die se l p a s s e n g e r  
c o a c h  (RDC), is used on the n o r t h  lo cal tra in s in s t e a d  of full 
s e r v i c e  trains.

d) Th e nu mb e r  of s h u t t l e s  b e t w e e n  Po r t a g e  an d W h i t t i e r  
i n c r e a s e d  f r o m  t w e n t y - f i v e  p e r  w e e k  d u r i n g  the s u m m e r  of  19 84  
to t h i r t y - f o u r  pe r w e e k  d u r i n g  the s u m m e r  of 1986.

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

f) Buses instead of passenger rail cars are used on the 
Whittier Shuttle and between Anchorage and Portage. This 
enables ARRC to provide faster service with direct pick-up and 
drop-off at many Whittier locations. This c h a n g e  was partially 
due to the retirement^of an-antiquated-passenger.train set., A t  
Portage, the buses .are driven onto?flat cars, for the rail trip 
to Whittier. There; the buses disembark and make various stops 
in the community.
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g) A n c h o r a g e  to S e w a r d  s e r v i c e  w a s  p r o v i d e d  by Bu dd  car 
o n e  d a y  a w e e k  d ur i n g  the su mme r of 19 8 6 v e r s u s  none  in 1984.

20. D e s c r i b e  all c u r r e n t l y  p r o p o s e d  o r p l a n n e d  c h a n g e s  in 
the l ev e l s  o f fr ei gh t and p a s s e n g e r  s e r v i c e  w h i c h  h a v e  been
I m p l e m e n t e d  s i n c e  the tr a ns f e r  fr o m  the  f e d e r a l  gov ern me nt .

R e s p o n s e :

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

T h e r e  are no p r o p os ed  c h a n g e s  in the level of frei ght  
s e r v i c e  at t h is  time. ARRC  plans to c h a n g e  its s e r v i c e  level
as an d w h e n  n e e d e d  to s er ve  its c u s t o m e r s  and me et  ma rk et  
d e m a n d .

P r o p o s e d  c h a n g e s  in p as s e n g e r  se rvi ce s :

a) A R R C  pl ans to pu r ch as e a n e w  p a s s e n g e r  tr ain to ar ri v e
in 198 8 w h i c h  w i l l  inc re as e the a v a i l a b l e  s e a t s  in the su mm e r
s e a s o n .  T h e  r e t i r e m e n t  of an a n t i q u a t e d  t r a i n  set m a y  res ul t 
in a d d i t i o n a l  " s o l d - o u t "  days d u r i n g  the 1987 su mm er  season.

b) S e v e n  mo re  p ri vat e rail p a s s e n g e r  ca rs  wi ll  a r r i v e  in
1987. T h i s  w i l l  add four h u n d r e d  and t w e n t y  m or e a v a i l a b l e
s e a t s  per  d a y  in the su m m e r  of 1987, b e t w e e n  A n c h o r a g e  and
F a i r b a n k s .

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

d) If the W h i t t i e r  c i t i z e n s  and  o t h e r  sh u t t l e  c u s t o m e r s
d e s i r e ,  th e  A R R C  m a y  r e p l a c e  two full t r a i n  s h u t t l e s  per w e e k
d u r i n g  the  19 8 6 / 8 7  w i n t e r  w i t h  fojjr B u d d  car sh ut t l e s  per  w e e k  
d u r i n g  the w i n t e r  of 1987/88.

e) T h e  S e w a r d  s u m m e r  s e r v i c e  w i l l  i n c r e a s e  to t h r e e  B u d d  
c a r  r o u n d t r i p s  per w e e k  in 1987 f r o m  on e in 1986 and none in
1984.

f) ARRC m a y  ad d one r o u n d t r i p  per  w e e k  to S e w a r d  du ri ng  
t h e  1 9 8 7 / 8 8  w i n t e r .

21. Describe the procedures which the ARRC follows and the 
factors considered when it evaluates the need to change levels 
of freight or passenger service.

Respo n s e ; Management reviews ,. ARRC*s costs, < competitive, 
factors, m a r k e t s  demands, and customer v. and.-. community needs 
before making a change in level of either.freight or passenger



service. In some cases, ARRC management has attempted to 
elicit community input through public hearings.

22. D e s c r i b e  all c h a n g e s  in the rates c ha rg ed  by the 
r a i l r o a d  for h a u l i n g  f r e i g h t  s i n c e  the tr an s f e r  fr o m the 
fe d era l g o v e r n m e n t .

R e s p o n s e : A R R C  has us ed  c o n t r a c t  rate a g r e e m e n t s  and
e x e m p t  rate  q u o t a t i o n s  in an e f f o r t  to take b e t t e r  a d v a n t a g e  of 
o p p o r t u n i t i e s  u nd er  d e r e g u l a t i o n  as well  as to re s p o n d  to 
c o m p e t i t i v e  p r e ss ur es . As a re su lt,  i n d i v i d u a l  r ate s have  
v a r i e d  u p w a r d  and d o w n w a r d .  T h e r e  have  been  no 
a c r o s s - t h e - b o a r d  ch a n g e s  in t a r i f f  rates. Wit h re ga r d  to 
s p e c i f i c  rate  a mo un ts  that  are not set f o rth  in A R R C’s tariff, 
p l e a s e  see a n s w e r  to Q u e s t i o n  No. 29.

23. D e s c r i b e  all c u r r e n t l y  p r o p o s e d  or plann ed c h a n g e s  in 
the r at es c h a r g e d  for h a u l i n g  fr e i g h t  s i nc e the tr an sfe r f r o m  
the fe de r al  g o v e r nm en t.

R e s p o n s e : A R R C  pl ans  to r e s t r u c t u r e  its ex e mp t rat e q uo t e s
for i n t e r m o d a l  t r af fi c to s i m p l i f y  that se gm ent  of A R R C ' s  
b u s i n e s s .  A R R C  plans to r e s t r u c t u r e  e x e m p t  rate q u o t e s  for 
o t h e r  s e g m e n t s  in the f ut u r e  for the s a m e  reasons. O t h e r w i s e ,  
A R R C  do es  not  ha ve  a n y  p r e s e n t  p l a n s  to c h a n g e  its rates o t h e r  
t h a n  to c h a n g e  them w h e n  n e c e s s a r y  to m e e t  c o m p e t i t i o n  and 
i m p r o v e  p r o f i t a b i l i t y .

24. H a s  the Board in v o k e d  an e x e c u t i v e  s e ss io n to d i s c u s s  
the p o l i c y  a s p e c t s  (as o p p o s e d  to th e f i n a n c i a l  d e t ai ls ) of 
a c q u i s i t i o n  or d i s p o s a l  of a n y  i n t e r e s t  in land? If so, p l e a s e  
s t a t e  w he n, d e s c r i b e  the  land a f f e c t e d ,  and the a c t i o n  
d i s c u s s e d .

R e s p o n s e : No, the B o a r d  has no t  i nv ok ed  an e x e c u t i v e
s e s s i o n  to d i s c u s s  the p o l i c y  a s p e c t s  of a n y  land a c q u i s i t i o n  
or d is po s a l .

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

Response: It would be necessary to invoke an executive
session for discussion of land acquisition and disposal when 
the financial details of proposed transactions would have a 
significant chilling effect on the . marketability or viability 
of the proposal. Depending upon the.financial, operational, or 
legal aspects of a • transaction, ;, early public disclosure may 
discourage interest., by responsiblevdevelopers, afford real 
estate competitors r an opportunity i#;to; frustrate ARRC plans,.: 
and/or increaseV o r ' decrease^market^values to A R R C’s detriment.-r 
Please note that no Board faction can take place in executive 
session.
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26. D e s c r i b e  e a c h  i n s t a n c e  s i nc e F e b r u a r y  1985 in w h i c h  
the B o a r d  h a s  i n v o k e d  an e x e c u t i v e  s e s s i o n  to d i s c u s s  the 
s u b j e c t s  d e s c r i b e d  in A.S. 4 2 . 4 0 . 1 7 0 ( b ) ( 7 ) .

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

T h o s e  i n s t a n c e s  i n c lu de d the  H ol l o w i n g  B o ar d

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

D e c e m b e r  19, 1985 
F e b r u a r y  20, 1986 
April 17-18, 1986

Ma y  21, 1986

- B o ar d Mtg. -
- B o a r d  Mtg. -

- B o a r d  Mtg. -
- B o ar d Mtg. -
- B o a r d  Mtg. -

- B o ar d Mtg. -

T a r i f f  I n c r ea se  
C o r p o r a t i o n  M a r k e t i n g  Plan  
C o st in g P r o c e d u r e s  
C o r p o r a t i o n  M a r k e t i n g  Plan 
M a r k e t i n g  U p d a t e  
M a r k e t i n g  a n d  Fi na n c i a l  

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

Su c h i n f o r m a t i o n  w a s also d i s c u s s e d  in e x e c u t i v e  s e s s i o n  as 
part and pa r c e l  of l i t i g a t i o n  reports. Fo r  e xa mp le,  a s t a t e  
case, C i t y  of  V a l d e z  v. A R R C . u n s u c c e s s f u l l y  s ou g h t  p r o t e c t e d  
pipe ra te  c o s t i n g  i n f o r m a t i o n ,  and an ICC bo xc ar e x e m p t i o n  
p r o c e e d i n g  w a s  an u n s u c c e s s f u l  ef f or t by  w a t e r c a r r i e r s  to d e n y  
A R R C  the b e n e f i t  of ICC d e r e g u l a t i o n  of  r a i l r o a d  b o x c a r  
m o v e m e n t s .

27. D e s c r i b e  t ho se  s p e c i f i c  c a t e g o r i e s  of d o c u m e n t s  w h i c h  
the A R R C  do e s no t m a k e  public.

R e s p o n s e : A R R C  does  not s p e c i f i c a l l y  d e s i g n a t e  by  type
those d o c u m e n t s  that are op en  for pu bl i c  i n s p e c t i o n  and t h o s e  
that ar e not. Rathe r, w h e n  a p a r t i c u l a r  r e q u e s t  for
i n f o r m a t i o n  is r e ce iv ed , A R R C  first d e t e r m i n e s  the n a t u r e  of 
the r e q u e s t  and then  p r o v i d e s  the i n f o r m a t i o n  if it is not 
w i t h i n  the s c o p e  of t h os e m a t t e r s  set f o rt h in AS 4 2 . 4 0 . 2 1 0 ( b )  
and B o a r d  R u l e  No. 4.

A R R C ' s  B o a r d  of D i r e c t o r s  has a d o p t e d  R ul e 4, a c o p y  of 
w h i c h  is a t t a c h e d  as an e x h i b i t ,  w h i c h  e l a b o r a t e s  u p o n  m a t t e r s  
not a v a i l a b l e  for p u b l i c  i n s p e c ti on .

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

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

29. Describe the specific types of documents which ARRC 
withholds from the public as being "proprietary information" 
associated with specific shippers consistent with the standards 
and practices of the ICC.

Response: 'The types: of documents which fall into the
category relating -to proprietary information, divisions and
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contract rate agreements would Include cost studies, cost data, 
contract rate agreements, exempt rate quotations, divisions 
sheets, bills of lading, waybills, any documents relating to a 
shipper's business, and any notes or correspondence relating to 
any of the above.

30. D e s c r i b e  the s p e c i f i c  t yp es  of d o c u m e n t s  w h i c h  AR RC
w i t h h o l d s  f r o m  the pu bl ic  as b e 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  d i v i s i o n s  c o n s i s t e n t  w i t h  the s t a n d a r d s  and 
p r a c t i c e s  of the ICC.

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

31. D e s c r i b e  the s p e c i f i c  t yp es  of d o c u m e n t s  w h i c h  A R R C
w i t h h o l d s  fr om  the p ub l i c  as be ing  " p r o p r i e t a r y  i n f o r m a t i o n "  
a s s o c i a t e d  w i t h  c o n t r a c t  ra t e a g r e e m e n t s  c o n s i s t e n t  w i t h  the 
s t a n d a r d s  and p r a c t i c e s  of the ICC.

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

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

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

33. Li s t e a c h  r u l e  p u r s u a n t  to w h i c h  the A R R C  has
d e s i g n a t e d  d o c u m e n t s  as p r i v i l e g e d  or p r o p r i e t a r y  u n d e r  A.S.
4 2 . 4 0 . 2 2 0  or o t h e r w i s e ,  and d e s c r i b e  the t y p e s  of d o c u m e n t s  and  
i n f o r m a t i o n  w i t h h e l d  f r o m  the p u b l i c  p u r s u a n t  to each  rule.

«

R e s p o n s e : S e e r e s p o n s e  to Q u e s t i o n  No. 2 n .

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

Response: It is our recollection that the information
requested was operating costs for movement of freight via 
trailers on flat cars. Railroads in the United States have not
been required by law to divulge costs. Such information has
always been considered proprietary, and confidentiality has 
been protected. Clearly, such rules promote competition by 
allowing railroads the same business advantages and marketing 
mechanisms enjoyed by other transportation modes. In those 
instances where it was necessary for the Interstate Commerce 
Commission to have the costs -in. order to arrive at a 
conclusion, the cost data ;was submitted to the Commission on a 
confidential basis ;^was >not;:.divulged£to the complainant ;.or . to - 
the public, and-did not^appear .in any printed report.-  ̂Federal 

& and state lavrs provide ARRC the same rights and benefits to

- 1 1 -



v.i 
oj&

fc.v
VA

V 
v

35. D e s c r i b e  the d o c u m e n t s  an d c a t e g o r i e s  of i n f o r m a t i o n  
the A R R C  r e f u s e d  to gi ve  to the T r a n s p o r t a t i o n  C o m m i t t e e .

R e s p o n s e : A l t h o u g h  w e  are  not  c er t a i n  at this d a t e  w h a t
d o c u m e n t s  w e r e  re fu s e d ,  t h e y  w e r e  most  p r o b a b l y  t h o s e  w h i c h  
w o u l d  d i v u l g e  c o n f i d e n t i a l  c o n t r a c t  rates or o p e r a t i n g  cos ts , 
and w h i c h  c o u l d  be a t t r i b u t e d  to a n y  freight s e r v i c e  s e g m e n t .

protect confidential information. This enables the company to 
price and contract its services on a businesslike basis and to 
respond quickly to market conditions.

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

- c o n t r a c t  r a te s
- o p e r a t i n g  c o s t s  for s p e c i f i c  freig ht  m o v e s
- a n y  i n f o r m a t i o n  w h i c h  w o u l d  i d e n t i f y  s h i p m e n t s  c o n c e r n i n g  

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

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

0

R e s p o n s e : In c o o p e r a t i o n  w i t h  the A l a s k a  D e p a r t m e n t  o f
Fi s h and G a m e  ("ADF $G "),  the AR RC  has e x p e r i m e n t e d  w i t h  
n u m e r o u s  m e t h o d s  to m i n i m i z e  the a d v e r s e  e f f e c t s  of  . its 
o p e r a t i o n s  on w i l d l i f e ,  s p e c i f i c a l l y  big game. H i s t o r i c a l l y ,  
m o o s e  are th e g a m e  p o p u l a t i o n  m o s t  a f f e c t e d  b y  the r a i l r o a d ,  
p r i m a r i l y  in y e a r s  of d e e p  s n o w  (3 to 5 feet) for long  p e r i o d s  
of time. U n f o r t u n a t e l y ,  m a n y  of the e x p e r i m e n t s  h av e f a i l e d  to 
d e m o n s t r a t e  a r e l i a b l e  w a y  to d i s c o u r a g e  m o o s e  u s a g e  o f  the 
pl ow ed  t r ac k (see r e s p o n s e  to Q u e s t i o n  No. 39 be l o w ) .  
P re se ntl y,  the e f f o r t  is c o n c e n t r a t e d  on p l o w i n g  the 
r i g h t - o f - w a y  as w i d e  as p os s i b l e ,  and a c o m b i n a t i o n  o f l ig hts , 
h or ns  and b e l l s  to f r i g h t e n  th em  a w a y  f r o m  the track. W h e r e  
po ssi bl e,  th e t r a i n  e n g i n e e r s  s l o w  down  to r e d u c e  the c h a n c e  o f 
a strik e.

ARRC is again cooperating with ADF£G in its ongoing study 
of the moose mortality along the tracks. For example, 
arrangements are being made for game biologists to accompany a 
locomotive on several trips north this season. The corporation 
has also engaged a private consultant to develop electronic 
equipment to frighten the moose and drive them away from the 
track. Research and equipment design under that contract are 
scheduled for completion within the current winter season, with 
construction and installation of equipment to follow depending 
on the results of research.

37. Describe all actions taken by the ARRC if a train*4iits; 
a moose, including': names-'of people to whom the information, is- 
reported, reports made, and attempts to salvage meat. •

- 1 2 -
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R e s p o n s e : T h e  A R R C  has, at l e as t s i n c e  the  e a r l y  198 0's ,
c o o p e r a t e d  w i t h  the A D F £ G  and fi s h and w i l d l i f e  e n f o r c e m e n t  
o f f i c e r s  of the D e p a r t m e n t  of  P u b l i c  S a f e t y  ("DPS") to e n s u r e  
the r e t r i e v a l  an d  s a l v a g e  of m o o s e  hit by t r ai ns . S i n c e  1983,
th i s p r o c e s s  has  b e e n  r e f i n e d  and c a r r i e d  o n  u n d e r  an i n f o r m a l
u n d e r s t a n d i n g  b y  w h i c h  r a i l r o a d  c r e w s  i m m e d i a t e l y  r e p o r t e d  a 
s t r i k e  to th e t r a i n  d i s p a t c h e r ,  w h o  c a l l e d  the a p p r o p r i a t e  fis h 
and  w i l d l i f e  n u m b e r  for the game m a n a g e m e n t  u n i t  i nv ol ve d.  If 
th e m o o s e  w a s  s a l v a g e a b l e  (that is, s u f f i c i e n t l y  i n t a c t  a f t e r  
th e c o l l i s i o n ) ,  the r a i l r o a d  s e c t i o n  c r e w  w a s  u n d e r  
i n s t r u c t i o n s  to t r a n s p o r t  the c a r c a s s  to the n e a r e s t  p u b l i c  
ro a d c r o s s i n g ,  w h e r e  DPS had n o t i f i e d  the n e x t  e l i g i b l e  c h a r i t y  
to p i c k  it up. The p ro ce ss  w a s  c o m p l e t e d  w i t h i n  20 h o u r s  a f t e r  
th e c o l l i s i o n  and  in most  c a se s (when the s e c t i o n  c r e w  c o u l d  be 
i m m e d i a t e l y  c o n t a c t e d ) ,  w i t h i n  o n l y  a fe w  ho urs . A D F £ G  g am e 
b i o l o g i s t s  ha v e as s u r e d  AR R C that ga me  r e t r i e v a l  w i t h i n  this
t i m e  f ram e is s u f f i c i e n t ,  so long as the air  t e m p e r a t u r e s  are
as co l d as is g e n e r a l l y  the case  d u r i n g  the p e r i o d  w h e n  m o o s e  
s t r i k e s  occur.

T h e tr ain  w h i c h  st r i k e s  a m o o s e  is r e q u i r e d  to s t o p  an d 
m a k e  an i n s p e c t i o n  u nl e s s  it is c l e a r  that  the an im al  is free 
of the t r a c k  and p r e s e n t s  no d a n g e r  to t r a i n  m o v e m e n t .  Th e  
c r e w  e v a l u a t e s  the c o n d i t i o n  of the a n i m a l  (i.e. is it a l i v e  
an d  c r i p p l e d ?  is it s a l v a g e a b l e  if a l r e a d y  dea d? ) an d 
i m m e d i a t e l y  n o t i f i e s  the D i s p a t c h e r  by radio. Th e local 
s e c t i o n  c r e w  is then  n o t i f i e d  of the  n e c e s s i t y  to e i t h e r  
d i s p a t c h  a c r i p p l e d  m o o s e  a n d / o r  s a l v a g e  t h e  c a r c a s s .  Th e  
c a r c a s s  is fi eld dre ss ed , w i t h  the A R R C  p r o v i d i n g  n e c e s s a r y  
e q u i p m e n t  for this purpo se,  and d e l i v e r e d  to c r o s s i n g s  as 
d i s c u s s e d  below.

T h i s  p r o c e d u r e  w a s  f o r m a l i z e d  for the c u r r e n t  s e a s o n  w i t h  
an a d d i t i o n  to the A R R C ' s  T i m e t a b l e  No. 120, a set  of  o p e r a t i n g  
r u l e s  u t i l i z e d  by  all o p e r a t i o n s  p e r s o n n e l .  A  c o p y  o f th e  
p r o c e d u r e  is a t t a c h e d  as an e x h ib it . It g e n e r a l l y  r e s t a t e s  t h e  
p r o c e s s  w h i c h  had be en  p r e v i o u s l y  d e v e l o p e d  b y  A R R C  and  D P S  
o f f i c e r s  a n d  i n c l u d e s  the s p e c i f i c  t e l e p h o n e  n u m b e r s  u s e d  b y  
t h e  D i s p a t c h e r  to n o t i f y  DPS. In a d d i t i o n ,  for the G o l d  C r e e k  
a r e a  w h e r e  D PS  has not in th e p a s t  m a i n t a i n e d  a c h a r i t y  list 
(due to t h e a r e a ' s  i s o l a t i o n  fr o m the p u b l i c  r o a d  s y s te m) , th e 
A R R C  ha s  w o r k e d  w i t h  D P S  to d i s t r i b u t e  s i g n  up  s h e e t s  a m o n g  
a r e a  r e s i d e n t s  an d r e t u r n  t h o s e  s h e e t s  to D P S  to  c o m p i l e  a list  
o f  e l i g i b l e  r e c i p i e n t s .  In t h e s e  are as,  the A R R C  c r e w  
r e t r i e v i n g  a m o o s e  is a u t h o r i z e d  b y  D P S  to t r a n s p o r t  th e  
carcass to a convenient s p o t  along.the track for access by the 
next eligible recipient. The section crew members, residents 
of the area themselves, r.are v.well. aware of the best locations
for such pick-up. . I*-

Such salvage activities cost ARRC money and divert 
employees from other necessary duties. For example, in



c a l e n d a r  ye ar  1986 (a y e a r  of: light s no w f a l l ) ,  a p p r o x i m a t e l y  
200 m a n - h o u r s  w e r e  e x p e n d e d ,  for an e s t i m a t e d  $ 5 , 0 0 0  in 
a d d i t i o n a l  labor costs.

38. H o w  m a n y  m o o s e  w e r e  hit by t r a i n s  in ea ch  c a l e n d a r  
y e a r  f r o m  1980 .through 1 986 ?

R e s p o n s e : R at h e r  t h a n  u s i n g  f ig ure s for c a l e n d a r  ye ars ,
th e f o l l o w i n g  s t a t i s t i c s  e n c o m p a s s  the w i n t e r  s e a s o n  o f the 
i n d i c a t e d  year, w h i c h  is w h e n  m o s t  m o o s e  s t r i k e s  oc cu r.
F i g u r e s  for the y e a r s  b e f o r e  1984 w e r e  c o m p i l e d  by  the ADF$G.

1979- 80 - 54
1980-81 - 24
1 98 1-8 2 - 50
1 9 8 2 - 8 3  - 144
-1983-84 - 63
198 4-8 5 - 384
19 8 5- 86  - 37
1 9 86 -8 7 (to 2/ 6/ 87)  - 91

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

R e s p o n s e : T h e  A R R C  is not a w ar e of a n y  o th er  p r o c e d u r e s  it
c o u l d  e m p l o y  w h i c h  w o u l d  f u lf il l the c r i t e r i a  a d d r e s s e d  in this  
q u e s t i o n .  T h e r e  h a v e  b e e n  o t h e r  s u g g e s t i o n s  b u t in ou r 
e x p e r i e n c e  th ey  ha v e p r o v e n  u n f e a s i b l e .  A m o n g  the  f a i l e d  
e x p e r i m e n t s  are so nic  w h i s t l e s ,  w h i c h  did not s oun d w h e n  th e
t r a i n s  m o v e d  at s l o w  s p e e d s  and f r o z e  w h e n  it wa s  v e r y  cold;
s l o w i n g  the train, w h i c h  r ai s e d  h a v o c  w i t h  sc he d u l e s ,  m a d e  it 
i m p o s s i b l e  to c l i m b  c e r t a i n  g r a d e s  on the icy track, a n d lead 
to m a n y  m o r e  c r i p p l e d  a n i m a l s ;  and d e c k i n g  b e t w e e n  ti es  on 
b r i d g e s  so that, m o o s e  ca n  s a f e l y  cross, w h i c h  c a u s e d  
federally-require*d s p e e d  s e n s o r s  on the t r a i n  w h e e l s  to w o r k  
i m p r o p e r l y .  Other, e v e n  less f e a s i b l e  ideas h a v e  b e e n  
c o n s i d e r e d  and rej ec te d,  su ch  as i n s t a l l i n g  a ’'bumper" o n  th e 
f r o n t  of l o c om ot iv es . O p e r a t i n g  the t r a in  o n l y  in d a y l i g h t  
h o u r s  is e q u a l l y  i m p r a c t i c a l ,  s i n c e  the p r o b l e m  a r i s e s  in 
w i n t e r  w h e n  th os e h o u r s  are too s h o r t  to a l l o w  t h e  s h i p p i n g  
b u s i n e s s  of  the r a i l r o a d  to s u r v i v e .  In a dd it io n,  to  m e e t  
s h i p p e r s '  a r r i v a l  ti me  r e q u i r e m e n t s ,  n i g h t  o p e r a t i o n s  a r e  
e s s e n t i a l .

Another suggestion, which does not appear feasible and has 
thus not been implemented by A D F £ G  and the ARRC, is a special 
"hunting season" , to thin-moose in the area when heavy snowfall 
occurs. This concept; wouldV,beidifficult to administer and-.has 
been soundly criticized^by!?-A D F £ G  personnel.- See D i c k e r s o n ; r 
J.C. f* Kramer, -R.J., • "When 1‘Moose and Train Meet: Avoiding



Collisions on the Alaska Railroad," Alaska Fish 5 Game 
(Sep.-Oct. 1986). A copy of this article is attached as an 
exhibit.

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

R e s p o n s e : B e g i n n i n g  in th e 1950's, the federal A l a s k a
R a i l r o a d  c o n d u c t e d  a h e r b i c i d e  p r o g r a m  to co nt rol  v e g e t a t i o n  
a l on g the r a i l r o a d  r i g h t - o f - w a y .  V e g e t a t i o n  m a i n t e n a n c e  is 
p e r i o d i c a l l y  r e q u i r e d  to e n s u r e  safe  r a i l ro ad  o p e r a t i o n s .  Th e  
s t a t e - o w n e d  A R R C  has not a p p l i e d  a n y  s u c h  c h e m i c a l s  s i n c e  it 
to ok  o v e r  o p e r a t i o n  of th e r a i l r o a d  in 1985. It ap p l i e d  to the 
s t at e D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n  in 1985 for a 
p e r m i t  to a p p l y  a h e r b i c i d e  k n ow n as h e x a z i n o n e  on the 
r i g h t - o f - w a y .  A f t e r  p u b l i c  he rr i n g s ,  a w o r k i n g  d r aft  of  A R R C ' s  
p r o p o s e d  V e g e t a t i o n  M a i n t e n a n c e  M a n a g e m e n t  P r o g r a m  s t u d y  w a s  
d i s t r i b u t e d  to i n t e r e s t e d  p a r t i e s  for comment. To a l l o w  
s u f f i c i e n t  tim e for p ub l i c  and a g e n c y  input, A R R C  w i t h d r e w  its 
a p p l i c a t i o n  for s p r a y i n g  in 1985. No a p p l i c a t i o n  w a s  f ile d for 
the 1986 s p r a y i n g  s e a s o n  and thus the r i g h t - o f - w a y  has no t  be en  
t r e a t e d  for s o m e  time.

B e c a u s e  of the l i k e l i h o o d  of h a r m  to its r o a d b e d  
[_£, ( v e g e t a t i o n  a l l o w s  w a t e r  to s e e p  in a m o n g  b a ll as t an d g r a v e l s ,

w e a k e n i n g  s u p p o r t  o f ti es  an d rai ls)  and the e n c r o a c h m e n t  of 
b r u s h  a l on g the ri ght of w a y  w h i c h  b l o c k s  t r a i n - crews' v i e w  
( p a r t i c u l a r l y  to see  d a n g e r s  in time to a v oi d c o l l i s i o n s ) ,  A R R C  
e x p e c t s  to file an a p p l i c a t i o n  for a p e r m i t  to a p p l y  h e x a z i n o n e  
in the c o m i n g  s u mm er . All the c o m m e n t s  r e c e i v e d  on the d r a f t  
s t u d y  w i l l  be u s e d  in the p r e p a r a t i o n  of the pe rm it  a p p l i c a t i o n .

H e x a z i n o n e  is l o w  in t o x i c i t y  to m a m m a l s ,  fish, birds, and  
i n v e r t e b r a t e s  an d  h a s  b e e n  f u l l y  t e s t e d  to E P A  s t a n d a r d s .  T h e  
p e r m i t t i n g  p r o c e s s  w i ll ,  of co u rse , c o m p l y  w i t h  the p u b l i c  
n o t i c e  and o p p o r t u n i t y  to c o m m e n t  r e q u i r e d  b y s t at e la w  an d D E C  
r e g u l a t i o n s .  S e e  A S  4 2 . 4 0 . 4 4 0 .  A R R C  has r ec ei v e d  c o m p l a i n t s  
r e g a r d i n g  the p r o p o s e d  u s e  of  a n y  h er b i c i d e ,  i n c l u d i n g  
h e x a z i n o n e ,  f r o m  a g r o u p  of T a l k e e t n a  a r e a  r e s i d e n t s  in th e 
p as t and e x p e c t s  they, as w e l l  as a n y  other s, wi l l a g a i n  h a v e  
an o p p o r t u n i t y  to e x p r e s s  t h e i r  c o n c e r n s  on the  m a t t e r  in the 
p u b l i c  n o t i c e  p ro ce s s .

41. Describe any action the ARRC has undertaken to 
determine alternate methods - of vegetation control .her than 
pesticides actions undertaken"in the past.

* v. v • \ * *■'-r * • • f

Response: 'The workingVdraft. referred to in th sponse to 
Question No. 40 vas-^commissioned from the Corps oti<Engineers 
and included an assessment of alternative methods of vegetation
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control . The s t u d y  c o n c l u d e d  that  th e  a v a i l a b l e  a l t e r n a t i v e s ,  
w h i c h  inc lu de d g en era l e x p a n s i o n  o£ r o a d b e d  m a i n t e n a n c e ,  m a n u a l  
labor, and m e c h a n i c a l  c o n t r o l ,  a m o n g  othe rs,  w e r e  e i t h e r  c o s t  
p r o h i b i t i v e  or not f e a s i b l e  to c o m p l e t e l y  e l i m i n a t e  th e ne ed  
for h e r b i c i d e  a p p l i c a t i o n .  A R R C  do es  m e c h a n i c a l l y  r e m o v e  
v e g e t a t i o n  o u t s i d e  the b a l l a s t  s e c t i o n  of the roadbed.

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

R e s p o n s e : The c u r r e n t  s i t u a t i o n  in C row n Point has
r e m a i n e d  l a r g e l y  u n c h a n g e d  d u r i n g  the fall and w i n t e r  of 1986. 
E x h a u s t i v e  e n v i r o n m e n t a l  m o n i t o r i n g  in a d d i t i o n  to w o r k  a l r e a d y  
p e r f o r m e d  by A R R C  has b e e n  o n g o i n g  by  S t a t e  of A l a s k a  
c o n t r a c t o r s .  C u r r e n t l y  D a m e s  $ M oo r e ,  a c o n t r a c t o r  w o r k i n g  on 
b e h a l f  of the state, is c o m p l e t i n g  w o r k  on a s t ud y to d e t e r m i n e  
w h a t  c h e mi ca l r e s i d u e s  m a y  s t i l l  r e m a i n  in the C r ow n P oi nt  
i m p a c t  area. T h e  final r e p o r t  is due on M a r c h  2, 1987.

D e s p i t e  s t u d y  re s u l t s  w h i c h  i n d i c a t e  that  s u sp ec t c h e m i c a l s  
are not p r e s e n t  in h o m e s  or a p p e a r  at or b e lo w o r d i n a r y  
h o u s e h o l d  levels, c o m p l a i n t s  p e r s i s t  b y  s o m e  re si d e n t s  that th e  
M a r c h  2, 1986 tank car r e l e a s e  has a c o n t i n u i n g  d e t r i m e n t a l
e f f e c t  on their health. M a n y  o t h e r  r e s i d e n t s  have r e t u r n e d  to 
th eir " p r e - r e l e a s e” l i f e s t y l e s ,  and  a p p e a r  not to be i m p a c t e d  
w h a t s o e v e r .  In an e f f o r t  to d e t e r m i n e  the h e a l t h  and p r o p e r t y  
issues, and to as si s t  t h o s e  w h o  r e m a i n  disp lac ed,  the  
d e f e n d a n t s  in a l a w s u i t  b r o u g h t  b y  s o m e  50 C r o w n  Po int  
r e s i d e n t s  have  b r o u g h t  in e x p e r t s  to a s s i s t  in the m o n i t o r i n g  
of o ng oi ng  pr ob lem s.  In a d d i t i o n ,  s o m e  c l a i m s  have se ttl ed .

43. H o w  m a n y  r e s i d e n t s  a r e  s t i l l  not liv in g in th eir h o m e s  
as a re su lt  of the i n c i d e n t  at M o o s e  Pass?

R e s p o n s e : It is d i f f i c u l t  to d e t e r m i n e  p r e c i s e l y  th e
n u m b e r  of r e s i d e n t s  that a r e  c u r r e n t l y  out of th eir  h o m e s  
b e c a u s e  of the gas r e l e a s e .  M o s t  r e s i d e n t s  of the a r e a  
r e t u r n e d  to t hei r h om es iijpedlately a f t e r  t h e incident. In the  
f o l l o w i n g  m o nt hs , so me  i n d i v i d u a l s  m o v e d  b a c k  in the a re a o n  
t he ir own v ol it io n.  O t h e r s  h a v e  r e a c c o m m o d a t e d  t h e m s e l v e s  in 
the area  in n e w or r e n o v a t e d  l i v i n g  q u a r t e r s .  A p p r o x i m a t e l y  45 
p e o p l e  re ma i n  ou t of t h e i r  h o m e s  at the pr e s e n t  time, w h i c h  
m a k e s  u p a p p r o x i m a t e l y  18 f a m i l i e s .

44. How much money has the State of Alaska paid to attempt 
to rectify the adverse effects at Moose Pass?

Response: In December 1986, the State of Alaska estimated
that expenditures were in 'the neighborhood of $650,000.00. 
Estimates of the'overall^ e x p e n d i t u r e o r  the state by the time 
it ceases making payments;exceed $850,000.00. ,
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R e s p o n s e : A p p r o x i m a t e l y  $ 6 5 0 , 0 0 0 . 0 0  w a s  i n i t i a l l y  s p e n t  in
a s s i s t i n g  £ r o w n  Po in t r e s i d e n t s  i m m e d i a t e l y  a f t e r  the rel ea se , 
and in c l e a n  up  and  e n v i r o n m e n t a l  m o n i t o r i n g .  O n g o i n g  e x p e n s e s  
are a c c r u i n g  as c l a i m s  are set tl ed , and c o s t s  are i n c u r r e d  for 
p r o f e s s i o n a l  an d o u t s i d e  se rv i c e s .

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

R e s p o n s e : N e w  s t e a m  t r a c k  h e a t i n g  p r o c e d u r e s  h a v e  b e e n
i m p l e m e n t e d  w h i c h  are i n t e n de d to g r e a t l y  r e d u c e  an y  r i s k  of 
h u m a n  e r r or  in the he a t i n g  o f t a n k  car  c o m m o d i t i e s .  It m u s t  be 
no ted , h o w e ve r,  that the M a r c h  1986 r el e a s e  wa s  not s i m p l y  a 
c as e of the o v e r h e a t i n g  of a t a n k  car c o m m o d i t y .  O n c e  the 
e r ro r had be e n rea li zed , r a i l r o a d  person.iel p r o p e r l y  c o n t a c t e d  
the c o n s i g n e e  and s h i p p e r  and e x p l a i n e d  the s i t u a t i o n .  The
s h i p p e r ' s  d i s a s t r o u s  a d v i c e  was  that the p r o d u c t  w as  p r o b a b l y  
not ha r m e d  and the car c o u l d  be s a f e l y  m o v e d  to its 
d e s i g n a t i o n ,  w h e r e  its load w o u l d  cool. A f t e r  th e event, A R R C
s o o n  lear ne d that the e x o t h e r m i c  c h e m i c a l  r e a c t i o n  w h i c h  
r e s u l t e d  c o u ld  ha v e b e e n  e a s i l y  a v o i d e d  by c o o l i n g  the s h i p m e n t  
by ru n n i n g  cold  w a t e r  t h r o u g h  the c a r ’s s t e a m  co ils . 
P r o c e d u r e s  w i l l  also in s ur e that a c c u r a t e  and r e l i a b l e  
i n f o r m a t i o n  c o n c e r n i n g  h e a t i n g  is r e c e i v e d  f r o m  s h i p p e r s  a n d / o r  
m a n u f a c t u r e r s .  Fi nal ly , UF-85, the c o m m o d i t y  in the M a r c h  t a n k  
car, is n o w  h e a t e d  by the c o n s i g n e e  at the d e l i v e r y  p o i n t  w h e n  
n e c e s s a r y  to of f l o a d  it into t a n k e r  trucks. R a t h e r  th a n
h e a t i n g  the e n t i r e  load at once, the c o n s i g n e e  h e a t s  the 
m a t e r i a l  as it en te rs  the ex it  hoses. T e m p e r a t u r e s  are  a l s o
w e l l  w i t h i n  s a f e t y  ranges.

47. What  is the p o l i c y  of the A R R C  w i t h  re ga rd  to h i r i n g  
A l a s k a n  r e s i d e n t s ?

R e s p o n s e : The  A R R C  w a s  on e  of the  f i rs t  b u s i n e s s e s  in
A l a s k a  to j o i n  the G o v e r n o r’s C o u n c i l  on  A l a s k a n  Hire. A R R C  
r e c r u i t s  a l m o s t  e x c l u s i v e l y  w i t h  A l a s k a  J o b  S e r v i c e  o f f i c e s  
t h r o u g h o u t  the state. The o n l y  p o s i t i o n s  w h i c h  a r e  a d v e r t i s e d  
o u t s i d e  A l a s k a  are those p o s i t i o n s  for w h i c h  a h i g h l y  q u a l i f i e d  
c a n d i d a t e  c a n n o t  r e a s o n a b l y  be e x p e c t e d  to be f ou nd  in the 
s t a t e  or p o s i t i o n s  in o u r  S e a t t l e  offi ce .

Attached is Board Resolution No. 
policy of Hiring Alaska Residents.

85-5: Relating to the

48. What is ’ the policy of -...the • -ARRC with regard to 
purchasing; A l a skan1 goods and. services?

Response:*j&ftARRC1 s Procedure - 33/S--/2.01; ̂ adopted.Cat ther July  
18, 1985 ARRC?Board Meeting states:M  - V t . - i r i : ,
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3.5 Female, M i n o r i t y ,  a n d  A l a s k a n  V en dor s.  It 
is the p o l i c y  of the A R R C  to e n c o u r a g e  m e a n i n g f u l  
p a r t i c i p a t i o n  of fema le,  m i n o r i t y ,  and A l a s k a n  
o w n ed  v e n d o r  s o u r c e s  to p r o v i d e  u s e f u l  and 
a c c e p t a b l e  q u a l i t y  s e r v i c e s  or m a t e r i a l s  at 
c o m p e t i t i v e  prices. P r o c u r e m e n t  p e r s o n n e l  are 
r e s p o n s i b l e  for m a k i n g  p r a c t i c a l  e f f o r t s  to 
locate and s o l i c i t  m i n o r i t y  v e n d o r  bids for 
p r o d u c t s  or s e r v i c e s .  The  M a n a g e r  of P r o c u r em en t 
is r e s p o n s i b l e  for th e e f f e c t i v e  i m p l e m e n t a t i o n  
of this g u i d e l i n e  in A R R C  p r o c u r e m e n t  activ iti es.

T hi s p o l i c y  wa s  s u b j e c t  to p u b l i c  r e v i e w  and input p r i o r  to 
a d o p t i o n  by the B o a r d  of D i r e c t o r s .  A pu bli c h e a r i n g  w a s  
c o n d u c t e d  Ju ne  21, 1985 at A R R C  H e a d q u a r t e r s  w h i c h  w a s  a t t e n d e d  
b y  a p p r o x i m a t e l y  t h i r t y  local v en do r s .  T he ir  input w a s  
c o n s i d e r e d  in the p r o c e d u r e  s u b s e q u e n t l y  p re se n t e d  to the B o a r d  
on J u l y  18, 1985, at w h i c h  ti me  p u b l i c  c om me nt  was a l l o w e d  b y  
the B o a r d  and c o n s i d e r e d  p r i o r  to ad op ti on . This p r o c e d u r e  
f o ll ow s the l e g i s l a t u r e ' s  m a n d a t e  in A R C A  " t h a t  the p r o c u r e m e n t  
p r o c e d u r e s  of th e c o r p o r a t i o n  m e e t  acc°pted rai lr oa d i n d u s t r y
s t a n d a r d s . "  AS 4 2 . 4 0 . 1 0 0 ( 8 ) .

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

R e s p o n s e : The M a n a g e r ,  P r o c u r e m e n t  or his or h e r
e q u i v al en t.

50. What  p e r c e n t a g e  of A R R C  e m p l o y e e s  are A l a s k a n
r e s i de nt s?

R e s p o n s e : As of F e b r u a r y  6, 1987, 98% ^ f  ARRC e m p l o y e e s
are A l a s k a n  r e s i d e n t s  (some e m p l o y e e s  a r e  located in S e a t t l e ) .

51. Wh a t p e r c e n t a g e  of  th e  g o o d s  and s e r v i c e s  (ot her  t h a n  
s e r v i c e s  r e n d e r e d  b y  e m p l o y e e s )  p u r c h a s e d  by  the A R R C  a re  o f  
A l a s k a n  origin, p r o d u c t i o n  or m a n u f a c t u r e ?

Response: ARR C  purchased approximately $ 8 , 0 0 0 , 0 0 0 . 0 0  in
goods during 1986. Of this figure $ 4 , 0 0 0 , 0 0 0 . 0 0  ripresents 
locomotive and other fuels which are all of Alaska origin, 
production and manufacture. All office supplies, 1 imber and 
other building materials a r e . purchased on the local market. 
Whether these are of Alaskan.rorigin, production or manufacture 
is not known, e x c e p t - w i t h  respect "to- wooden railroad ties. 
During 1985-86, the ^ A R R C  <i&purchased approximately £..'35,000 
hardwood ties f r o m ..Wrangell^jForest'^Products ;Ltd. in .southeast-., :.

e^o tlSob t a inat) 1 e i
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mu s t  be p u r c h a s e d  f r o m  v e n d o r s  o u t s i d e  A l a s k a .  A d d i t i o n a l l y ,  
the  m a j o r i t y  o f  s u c h  p a r t s  m u s t  be o b t a i n e d  f r o m  the o r i g i n a l  
m a n u f a c t u r e r  to m a i n t a i n  w a r r a n t i e s .

S e r v i c e s  p u r c h a s e d  b y  A R R C  i n c l u d e  e n g i n e e r i n g  e x p e r t i s e ,  
legal c o u n s e l ,  r i s k  m a n a g e m e n t  s e r v i c e s ,  a d j u s t e r s ,  p r i n t i n g  
an d b i n d i n g  s e r v i c e s ,  e m p l o y e e  c o u n s e l i n g  s e r v i c e s  and m e d i c a l  
r e f e r r a l  s e r v i c e s .  To the g r e a t e s t  e x t e n t  p o s s i b l e  and
a v a i l a b l e ,  t h e s e  s e r v i c e s  ar e o b t a i n e d  t h r o u g h  c o m p e t i t i v e  
p r o c u r e m e n t  p r a c t i c e s .  In m o s t  c a s e s  t h e s e  s e r v i c e s  ar e
o b t a i n e d  f r o m  the local ma r k e t .

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

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

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

R e s p o n s e : At ta c h e d .

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

R e s p o n s e : At ta ch ed .

55. To the e x t e n t  it is not c l e a r l y  r e f l e c t e d  in th e a b o v e  
bu d ge ts , s t a t e  the p e r c e n t a g e  of t ot al  b u d g e t  and  d o l l a r  a m o u n t  
for e a c h  y e a r  i d e n t i f i e d  a b o v e  e x p e n d e d  on or a l l o c a t e d  to:

— a d m i n i s t r a t i o n  of the A R R C
— t ra v e l  e x p e n s e s  for e x e c u t i v e  level e m p l o y e e s  
— s a l a r y  lev el s for e a c h  e x e c u t i v e  level e m p l o y e e  
— f r i n g e  b e n e f i t s  for e x e c u t i v e  level e m p l o y e e s

R e s p o n s e :

P e r c e n t a g e

1985 1986 1987

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

11.9 H - 8 _  s a l a r y  of n o n - r e p r e s e n t e d  e m p l o y e e s

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

1985 1986 1987

13,209 11,909 10,826 administration;of theijARRC . . ;j
322 450 . .<300 ‘ travel expenses'(totalvmanagement) !

6,919 6,668 -salary of non-represented employees

A b o v e  p e r c e n t a g e s  a r e  a p p r o x i m a t e .
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S a l a r y  L e v el s *:

<r

Jb:

R a n g e

$ 1 2 5 , 0 0 0

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

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

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

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

1

16

40

56

P o s i t i o n

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

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

(3 levels)

M i d  Le ve l M a n a g e r s  
(3 levels)

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

* I n f o r m a t i o n  o n l y  for F e b r u a r y  1987; p r i o r  y e a r s  h a v e  not yet 
b e e n  c o m p i l e d .  Ple as e a d v i s e  if this is n e e d e d .

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

R e s p o n s e :

1985

7 , 1 3 3

1986

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

1987

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

Loss

354
E s t i m a t e d

In com e

57. W h a t  p e r c e n t a g e  of th e A R R C ' s  i n c o m e  for c a l e n d a r  
y e a r s  198 5 and  1986 w a s  d e r i v e d  f r o m  p a s s e n g e r  and f re i g h t  
o p e r a t i o n s ,  and  h o w  m u c h  f r o m  rail lan ds ?

R e s p o n s e :

I n c o m e
1985

42.6
57.4

1 0 0 .0

R e v e n u e
1985

93.6
6.4

100.0

P e r c e n t a g e

In c o m e  R e v e n u e
1986 1986

91.9 (440.0) - Passenger and Freight
9.1 *, 340.0 - Real Estate

100.0 U&.- t. . 1 0 0 . 0 ~-:£Eotal Percent
. *.\ * » • • * • • •*.,*, ; . • ■ .
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58. What was the actual dollar effect of the reduction of 
inventory (as described in the Performance Audit dated July 28, 
1986) undertaken by the ARRC in 1985 and in 1986 on the figures 
identified in response to the above question?

R e s p o n s e :

B a l a n c e  ( Mi ll io ns  of D o l l ar s)

1 - 0 6 - 8 5  1 2 - 3 1- 85  6 - 3 0 - 8 6

7.5 4.6 4.6

* I n v e n t o r y  w a s  r e v a l u e d  d u r i n g  1985 to c o m p e n s a t e  for o b s o l e t e  
i t em s as w e l l  as re m ov e from i n v e n t o r y  t h os e i t e m s  of no value.

59. W h a t  d o l l a r  amu at, i n c l u d i n g  a l l o c a b l e  o v e r h e a d ,  w a s  
s p e n t  d u r i n g  e a c h  year oi o p e r a t i o n  b y the A R R C  on

— m a n a g e m e n t  of rail lands
— p r o v i s i o n  of p as s e n g e r  and f r e i g h t  s e r v i c e  
— o t h e r  o p e r a t i o n s  (describe)

R e s p o n s e :

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

1 98 5 1986

500 650 M a n a g e m e n t  of rail l a n ds  ( es ti ma te d)
5 9 , 6 0 1  57 ,2 42  P a s s e n g e r  and f r e i g h t  s e r v i c e

3 7 0 2 L



E X H I B I T S

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

. 8

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

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

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

10

27

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

A l a s k a  R a i l r o a d  C o r p o r a t i o n  
Long T e r m  L e as e P o l i c y

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

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

R e s p o n s e  to Q u e s t i o n  No. 
E xh i b i t  E

37

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

39

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

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

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

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

47

52

53

54

O p e r a t i n g  C i r c u l a r  No. 37 
E n g i n e e r i n g  B u l l e n t i o n  No. 8 7-0 1 
P o l i c y  for M o o s e  T h a t  H a v e  B e e n  
S t r u c k  By  T r a i n s

A r t i c l e  f r o m  A l a s k a  F i s h  $ G a m e  
" W h e n  M o o s e  and T r a i n  Me et: 
A v o i d i n g  C o l l i s i o n s  on the A l a s k a  
R a i l r o a d "  by J a c k  C. D i d r i c k s o n  
a n d  R a y m o n d  J. K r a m e r

R e s o l u t i o n - - N o .  85-5: R e l a t i n g  to
t h e  p o l i c y  of  H i r i n g  A l a s k a  
R e s i d e n t s

1 9 8 5  B u d g e t  P r e p a r e d  b y  F e d e r a l  
R a i l r o a d

1 9 8 6  B u d g e t

1 9 8 7  A p p r o v e d  O p e r a t i n g  and 
C a p i t a l  B u d g e t
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M A R K E T  A N A L Y S I S  T O  E S T A B L I S H

f a i r  m a r k e t  r e n t a l  r a t e

n P P L I C A B L E  T O  A L A S K A  R A I L R O A D  C O R P O R A T I O N  

L E A S E D  L A N D S  —  M A R C H  1 9 8 6

P R E P A R E D  F O R :

A l a s k a  R a i l r o a d  C o r p o r a t i o n  
L a r r y  J. H o u l a ,  A s s t .  V . P .  

R e a l t y  P o l i c y  & P l a n n i n g

P R E P A R E D  3 Y :

F r a n k l i n  M. K i n g ,  J r . ,  M A I  

E x e c u t i v e  V i c e  P r e s i d e n t  

R e a l  E s t a t e  S e r v i c e s  C o .
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T A B L E  O F  C O N T E N T S

P n e  No.

C e r t i f i c a t i o n  i

S t u d y  O b j e c t i v e  2

S c o p e  o f  I n v e s t i g a t i o n  2

M a r k e t  D a t a  A n a l y s i s  4

L e a s e  R a t e  R e c o m m e n d a t i o n s  3

Y i e l d  A n a l y s i s  1 0

S y n o p s i s  o f  L a n d  L e a s e s  - P r i v a t e  S e c t o r  1 2

S t a t e  o f  A l a s k a  L a n d  L e a s e s  25

M u n i c i p a l i t y  o f  A n c h o r a g e  L a n d  L e a s e s  28

C i t y  o f  C o r d o v a  L a n d  L e a s e s  30

F a i r b a n k s  N o r t h  S t a r  3 o r o u g h  L a n d  L e a s e s  3 1

C i t y  & 3 o r o u g h  o f  J u n e a u  L a n d  L e a s e s  33

C i t y  o f  K e n a i  L a n d  L e a s e s  34

C i t y  o f  S e w a r d  L a n d  L e a s e s  36

A D D E N D A :  T a b b e d

A R R  L o n g - T e r m  L e a s e  P o l i c y

A p p r a i s e r ' s  Q u a l i f i c a t i o n

Real Estate Services Company



C E R T I F I C A T I O N

I cert ify  that, to the best of my kn owledge and belief,...

—  the state me nts  of fact co nt ai ne d in this report are true and 
correct.

2- —  the reported analyses, opinions, and c o n c l u s i o n s  are limited 
o n l y  by the r e p o r t e d  a s s u m p t i o n s  and l i m i t i n g  c o n d i t i o n s ,  
and ar e my p e r s o n a l ,  u n b i a s e d  p r o f e s s i o n a l  a n a l y s e s ,  
opinions, and conclusions.

3.—  I h a v e  no p r e s e n t  or p r o s p e c t i v e  i n t e r e s t  in the p r o p e r t y  
t h a t  is the s u b j e c t  of t hi s r e p o r t ,  and I h a v e  no p e r s o n a l  
interest or bias with respect to the parties involved.

4 .—  my c o m p e n s a t i o n  is not c o n t i n g e n t  on an a c t i o n  or e v e n t  
r e su lt in g from the analyses, opinions, or c o n c l u s i o n s  in, or 
the use of, this report.

5 . —  my analyses, opinions, and c o n c l u s i o n s  were d e v el op ed , and 
th i s r e p o r t  has b e e n  p r e p a r e d ,  in c o n f o r m i t v  w'ith the 
r e q u i r e m e n t s  of the C o d e  of P r o f e s s i o n a l  E t h i c s  and the 
Sta ndards of P r o f e s s i o n a l  Pra ct i ce  of the A m e r i c a n  Institute 
of Real Estate Appraisers.

6 . —  the use of this report is su b jec t to the req ui re me nt s of the 
A m e r i c a n  I n s t i t u t e  of R e a l  E s t a t e  A p p r a i s e r s  r e l a t i n g  to 
review by its duly au th or ize d re pr esentatives.

7 .—  I am c u r r e n t l y  c e r t i f i e d  u n d e r  the v o l u n t a r y  c o n t i n u i n g  
e du ca ti on  p r o g r a m  of the A m e ri ca n Instit ute  of Real Estate 
Appraisers.
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S T U D Y  O B J E C T I V E

The o b je c t i v e  of this study is to es tim at e the curr en t "fair 
m a r k e t  rental rate" a p pl ic ab le  to lands leased under the terms 
and co nd it ion s of the Al as k a  Railroad Co r po ra ti on 's  newly- 
drafted, L o n g - T e r m  Lease Policy. The es tim at ed  rental rate (a/k/a 
lease rate) is to be app lie d to the ma r k e t  value of land (fee 
simple interest) to de te r m i n e  the an n ua l  rent payment. A copy of 
the L o n g - T e r m  Lease Po li cy is included in the adde nda  to this 
report.

SC OP E OF IN VE S T I G A T I O N

The ap pra is er reviewed the A R R  L o n g - T e r m  Lease Policy and, for 
c o m p a r i s o n  purposes, secured in fo rma tio n on land leases 
th r oug ho ut the State. The c o m p a r a t i v e  lease data are di v i d e d  into 
p r i v a t e  and p ub l i c  sector categories.

P r i v a t e  Sector Leases:

Dana was g a t he re d on over 50 land leases betw ee n private parties. 
A b r e a k d o w n  of the leases by locale is: A nc h o r a g e  - 46%; J un e a u  - 
23%; Fai rb an ks  - 17% and; other areas - 14%. When  possible, the 
ap pra is er  reviewed the lease i ns tru me nt but, in some cases, it 
was n ec es sa r y to rely on int erviews of the parties and prior 
"write-ups" by other appraisers. A tabular summary of the priva te  
sector lease da t a is set forth later in this report. A d d i t i o n a l  
details, leases co pie s,e tc ., are on file.

P u b l i c  Sec tor  Leases:

V ar i o u s  pu bli c en tit ies  have active land leasing p rog ram s and 
i n fo rm at io n  on same was o b t a i n e d  through interviews and review of 
lease documents. Data sources included: State of Alaska
(Department of Na tu r al  Res ources); M u n i c i p a l i t y  of Anchorage; 
Ci ty  of Cordova; Fa ir b a n k s  No rth  Star Borough; City & 3o ro ug h of 
Juneau; City of Kenai and; City  of Seward. A  summary of per ti ne nt  
p u b l i c  sector lease data  is co nt a i n e d  later in this report.
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S U M M A R Y  OF L A N D  L E A S E  R A T E S

Pr i v a t e  Sector Land Leases

Le as e
No.

Rent 
As % 
FM V

Eff.
Date

A-l 10.0% 7-85
A - 2 7.0% 1-34
A - 3 9.0% 6-84
A - 4 10.0% 7-84
A-5 10.0% 9-84
A - 6 8.0% 1-34
A-7 7.6% 3-84
A-a 8.0% 1-84
A-9 5.8% 3-83
A - 10 8.4% 3-33
A-ll 10.5% 9-83
A - 12 14.0% 8-83
A-13 9.0% 3-83
A - 14 10.0% 12-81
A - 15 13.0% 8-81
A-lo 10.0% 4-81
A-17 12.0% 4-31

Range of Lease Rates
A v e r a g e : 
Median: 
M o d e :

Le as e
No.

Rent 
A s  % 
FMV

Eff.
Date

A-l 8 9.0% 7-81
A-19 10.0% 9-79
A-20 8.0% 8-79
A-21 8.5% 6-78
A-22 8.0% 6-77
A - 2 3 8.0% 10-75
A-24 9.0% 4-73
F-l 10.0% 8-84
F-2 10.0% 7-34
F-3 10.0% 3-84
F-4 12.0% 1983
F-5 9.8% 10-82
F-6 13.0% 10-82
F-7 7.0% 1983
F-8 5.3% 2-78
F-9 7.7% 1978
J-l 12.0% 1-86

5 . 3 % ---
9.5%

10.0%

14.0%

10.0%

Rent
L e a s e  As % Eff.
No. F M V  Date

J-2 10.0% 11-35
J-3 9.0% 12-84
J-4 10.0% 5-34
J-5 9.0% 7-33
J-6 10.0% 3-33
J-7 11.0% 9-32
J-3 8.0% 11-32
J-9 11.0% 1-79
J-10 10.0% 10-78
J-1I 9.0% 9-76
J-12 8.0% 4-72
0-1 6.3% 9-84
0-2 12.0% 11-84
0-3 i0.0% 4-83
0-4 8.0% 3-33
0-5 10.0% 10-33
0-6 10.0% 7-81
0-7 10.0% 12-31

(Eff. 1981 - 86) 
(Since late 1 9 7 0 's) 
(Since raid-1970's) 
(7-84)

(Since m i d - 1 9 6 0 's) 
(Since raid-1970!s)

Pu bli c Sector land leases

State of A la s k a  (DNR) 6.0%   15.0%
Muni, of An cho r ag e (Port) 8.0% ----  10.0%
C i t y  of Cordova 9.0%
F a i r b a n k s  N. Star Bo ro ugh  10.0%
C it y & 3orougn of Ju n e a u  9.0% ----  12.0%
Ci t y of Kenai 6.0%
City of Seward 8.0%
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M A R K E T  D A T A  A N A L Y S I S

L e a s e  Rates:

P r iv at e sector annual ground rents tend to be set wi th i n  a range 
of about 5% to 14% of fair ma rke t value (FMV) as d e p ic te d on the 
facing page. The mean of the sample consi der ed  in this study was 
9.5% and tw o- thi rd s of the priv ate  sector leases were at 8% to 
10% of FMV. Ne ar ly all of the leases involved c om m e r c i a l  sites.

Unlike p r iv at e sector lease rates which are n or mal ly  det er mi ne d 
through op e n - m a r k e t  negotiations, public sector rates are most 
of te n est abl is he d by appraisal. Not surprisingly, the indicated 
lec.se rate range of 6% to 15% cl os ely  a pp ro xim at es that of the 
p ri va te  sector. This range is de mo ns t ra te d by S tat e D ep a r t m e n t  of 
Na t u r a l  Res our ce s (DNR) leases but, narrows when one co nsiders 
that the low-end rates are appl ica bl e to re sid en ti al  and r e c r e a­
tion lands and the high-end rates are for 25-year fixed rent 
l e a s e s .

It should also be noted that: (1) Al l but one of the Port of
A nc h o r a g e  leases are at 9% to 10% of FMV; (2) The most  recent 
lease rates for City & 3or ou gh of Jun eau  lands are at 10% and; 
(3) The C i t y  of Kenai d e li be ra te ly  m ai nt ai n s a re la tiv el y low 
lease rate of 6%.

F r o m  all indications, lease rates are not lo ca ti on a l l y - s e n s i t i v e  
but are fairly u n i f o r m  in range around the State. Th er e is also 
an ap pa ren t u n i f or m it y of rates over the past 10 or so years.

L e as e Term:

The stand ard  A R R  l on g- te rm  gr oun d lease will be for 35 years 
(longer peri ods  ma y  be n e g o t i a t e d ) . Exc luding five s h o rt -t er m  
leases (1 to 5 y e a r s ) , the private sector leases have an average 
term of 53.71 ye ars (including op t io na l renewal periods), with a 
m e di a n  and mode of 50 years. The public sector lease terms were:

The five oriva te  s h o r t - t e r m  leases de mon str at e lease rates of: 
7.6% (A-l); 8.4% (A-10); 10.5% ( A- l l ) ; 10% (A-14) and; 7% (F-5).
These  rates are in the cent ral  data range and there is no 
ev id enc e that the term of lease has a m e a su ra b le  impact on the 
se l ec t i o n  of a lease rata.

State of A la s k a  (DNR) 
Port of A nc h o r a g e  
City of Co rd ov a 
Fai rb an ks  N. Star Bor. 
City & 3or. of Jun ea u 
C it y of Kenai 
Cit y of Seward

25 —  55 yrs.
19 —  61 yrs., typ. 50 yrs
20 yrs.
50 yrs.
35 yrs.
55 —  99 yrs.
30 yrs. typically
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Rent A d j u s t m e n t  Method:

The standard AR R lease will pr ov id e for rent adjus tme nt s at 5- 
year intervals based on a pp ra i s a l  of fair ma rke t rental value. 
Rent revisions are to be regula ted  by a rent "floor" d e t er m in ed  
by cha nge s in the CPI (All Ur ban Co nsu me r s - U.S. Ci tie s Average) 
and a rent "ceiling" or "cap" es tab l is he d through negotiation.

Ne a r l y  on e- hal f of the pr iv ate  sector l o ng -t er m leases (confirmed 
cases) call for rent ad jus tm e nt s at 5-year intervals. The others 
var ied  with the fre qu enc y of rent a dj us tme nt s ranging from 
an nu all y to as s el d o m  as 10-year intervals. Rent floors were 
ty pic all y set at pr ior rent amounts, although there were a few 
leases spec if yin g m i n i m u m  annual increases of 5%. Several of the 
leases have rent caps w he re by  m a x i m u m  rent is de t erm ine d by an 
an nual perce nta ge  increase in the pre vi ou s rent. The m ax imu m
rates of increase ranged from 4% to 15%/year with the average
being 3.74%.

Most of the priv at e sector, 5-year adju sta bl e leases provide for 
rent revisions in line wi th  CPI vari ati ons  and a lesser number 
call for a dj u st me nt s based on reappraisals. Since land value 
ap p re c i a t i o n  has u su al ly  e x c ee de d inflation in mo s t Ala ska n 
cities, it would se em  rea so na bl e for re app r ai sa l leases to c a r r y  

lower rental rates than those of indexed leases. This is 
su pported by a m a tc he d pair of leases (A-2 and A-5) which are 
similar ex cep t that the former is a re ap pr ai sa l lease with a 
going in lease rate of 7% and the latter is an indexed lease with 
a rate of 10%. As can be ex pe ct e d of an imperfect market, paired 
leases 0-2 (reappraisal with 12% rate) and 0-3 (indexed with 10% 
rate) are contrad ic tor y.

The data are also in co ns is ten t with respect to rent caps (see A-l
vs. A-2, A-6 vs. 0-2 & A - 5 vs. A-18) but, all other things being
equal, a lease with r e a s on ab le  limits on po ten ti al  rent increases 
should reflect a higher going in rate than one w i th o ut  limitations.

All of the pu bl ic  sector leases surveyed call for pe ri od ic  rent 
ad jus tm en ts  based on r e ap pr ai sa ls  and this is pr e do m i n a n t l y  done 
at 5-year intervals. The newer State DNR  leases do not provide 
for rent a dj ust me nts  du rin g the first 25 years and, predictably, 
their lease rates (9.5% to 15%) are no rm all y higher than rates 
for leases that are upda ted  to ma rk et  rent levels on a more 
freque nt basis. R e l a t i v e l y  few of the pu bl ic  sector leases in­
clude rent floors or caps.

Le s se e Expenses:

L o n g - t e r m  land leases are u s u al ly  structured so that lessees pay 
all p ro pe rty  expenses, i.e., land rent is net to the lessor. This 
is true of all the p ub l i c  sector leases surveyed and also of over 
30% of the p r iv at e sector leases (confirmed c a s e ? ) -
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The standard A R R  lease will require lessees to pay all pr ope rt y 
expenses and, as such, fits the m a r k e t  norm.

S ubordination, A  s ig nm e n t  & Subleas in g:

The standard AR R lease will not per mit  su bo rd i na ti on  of the 
l e s s o r 1 interest (leased fee estate) but will allow as s ig nm en t 
and subleasing with lessor approval. T he se  are typical features 
as over 80% of co nfirmed pr iv ate  sector leases do not prov id e for 
s ub ord ina ti on and 97% allow a s s ig nm e nt  and subleasing. Those 
leases allowing s u b o r di na ti on  to lessee financing exhibit lease 
rates ranging from 8% to 10% with an average rate of 8.6%. These 
rates seem low c on si der in g the added risk no rma lly  associated 
with subordination. However, it is re cognized that there are 
factors blended into the rates.

Public sector leases do not allow s u b o r d in at io n of the leased fee 
but usually permit a s s i gn me nt  and subl ea sin g with lessor consent:.

Opt ion  to Purchase:

The ARR standard lease will not provi de the lessee with  an option 
to purchase the premis es  and, as would be expected, this is 
norma lly  true of pub li c sector leases. In those confirmed 
instances, 75% of pr iv at e sector leases do not include an option 
to purcha se either.

Al t ho ug h the sample data are inc on clu siv e on this point, it would 
seem that an op ti on  to pu rc h as e should rot affect lease rates if 
the price is at cu rr en t mar ke t value. Other prices and unusual 
purchase terms could ju sti fi abl y in flu en ce rental value.

Rev er sio n of Le s se e Im provements:

A bo ut  86% of the con fi rme d re ver sio n c la use s in the long-term 
priv ate  sector leases p ro vid e that either the improve men ts  revert 
to the lessor upon e x p ir at io n of the lease or the lessor may opt 
to remove same at lessee's expense. Notably, in these instances, 
the lease term (including renewal periods) a p pr ox im a te s or ex­
ceeds the economic life e x p e ct an cy  of the improvements. This is 
also true in those few instances where the lessee has the option 
of removing the improvements.

Pub lic  sector reversi on  clauses vary, but mo st  fr eq ue nt ly  call 
for tenant removal of improvements. Here again, lease periods are 
g e ne ra ll y scheduled to approxi ma te ant ic i pa te d I mp ro ve me nt  
economic life.

The A R R 1s standard reversion cl a us e  p ar a l l e l s  that of the typical 
private lease in t h a t ,n .... Lessor may, at its option, become tne 
owner of all improvements located on the d em ise d premises, or may 
require lessee, at the expense of l e s s e e , to remove, i a m o l i c h , or 
o t he rw is e dispose of such i m p r o v e m e n t s . . . . 11.
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Ass u mi ng  that: (1) AR R lease p er iod s will be nego tia te d to c o i n­
cide  wit h the no rm al  us efu l life of lessee imp rovements and; (2) 
Salv age  value will tend to be off set  by the cost  of removing 
improvements; then neither lessor nor lessee would benefit or 
lose from re ten tio n of the improve men ts  upon ex pi ra ti on  of the 
lease. Accordin gl y, lease rates would not be me a s u r a b l y  affect ed 
by the re ver si on clause.

Condemnation Clause:

Priv ate  and pu bli c sector leases ty pic al ly prov ide  for awards 
based on the r es pec ti ve interests of the part ie s and, at a m i n i­
mum, entitle lessees to awards for their improvements. The e m i­
nent do m a i n  pr o v i s i o n s  of the A R R  lease are not unusual in that 
they speci fy  lessee c o m p e n s a t i o n  to be go ver ne d by State law.

Arbitration:

The A R R  lease provid es  for binding ar bi tr a ti on  of disputes
involving rent revisions, c o n d e m n a t i o n  aspects and as signments of 
le ss ee' s interest. Only 37% of the private sector leases
(confirmed instances) a ll ow for some form of a rb it ra ti on  and
pu b li c sector leases do not no r ma ll y include a r b i t ra ti on  clauses.

A r b i t r a t i o n  is no rm al ly  a less ex pe ns iv e me tho d of settling
d i s pu te s than li ti g a t i o n  and, as such, can be ne fit  both landlord 
and tenant. Unfor tun ate ly , the sample data are mixed as to the 
ef f ect s of a r b i t r a t i o n  p r o v is io ns  (see A-2 & A-3 vs. A-6 and also
A-13 vs. 0-3). Even though there is no q u a n t i f i a b l e  market
support, it seems re as on ab le  that a small lease rate prem ium
wo uld accrue to an a r b i t r at io n cl aus e like that of the A R R  lease.
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L E A S E  R A T E  R E C O M M E N D A T I O N S

A l t ho ug h land leases con st i tu te  a large part of the market in 
some areas of the country, their limited use in A la s k a  makes it 
di f fi c u l t  to q u a n t i f y  d i f f e r e n c e s  in specific cond iti on s and 
pro visions. However, in spite of mar ke t irregularity, there is a 
re l at ive ly  un if orm  range of lease rates around the State.

P r iv at e sector leases that are most  c o m pa ra bl e to the standard 
A R R  lease are as follows:

L e as e No. Rate C o m p a r a b i l i t y

A - 6 3.0% Most similar
A-2 7.0% Very similar but no arbitr at ion
A - 3 9.0% Ve ry similar but no ar bi tra tio n
0-2 12.0% Ve r y similar but no rent cap
0-5 10.0% Very similar but no rent cap
0-6 10.0% Very similar but no rent cap
A-l 10.0% Very similar but no rent cap or

ion
A v e r a g e = 9.4%

Th ese  leases ep ito mi z e ma rke t im per fe cti on  and, interestingly, 
their ave rag e rental rate is nea rly  the same as the average of 
the total pr iv a te  sector sample.

B as ed on analy sis  of private and pu b li c sector leases, a fair
rental rate for A R R  l on g - t e r m  leases would be at 9% to 10% or,
say, 9.5% of market value. This lease rate is considered 
a p p r o pr ia te  for all railb elt  locales from Seward to Fairbanks 
(locational vari ati ons  in land rents would, of course, be a 
f un cti on  of land v a l u e ) .

This  rate is based on the a s s um pt io n that: (1) Lease perio ds will 
be neg ot ia te d to co in ci de  with ec ono mi c lives of lessee impro ve­
ments; (2) The cost of removing such impro-eraents at the end of a 
lease will  be of fs e t  by their salv age  value and; (3) Rent caps 
wi ll  be n e go tia te d to limit rent increases to 5% to 10% per year.

It is re co gni ze d that met h od s of le ase hol d taxation vary within 
the State and those jur isd ic t io ns  utilizing va lua ti on  of 
" po ss es so ry  interests" tend to be more cos tly  to lessees of tax-
ex emp t lands than those that rely on ap pra is al of "rent savings".
Ne v ert he les s, the re com me nde d lease rate of 9,5% is co nsidered 
a p p r o p r i a t e  regardless of taxation me t ho d since it is cons ist en t 
with the ma r ke t norm, i.e., land rents are typ ic all y net to the 
lessor with  the tenant being res po ns ib le  for ail proper ty 
o pe r a t i n g  expenses.

Real Estate Services Company 3
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O n go in g inflation and land value increases over the term of most 
leases result in internal rates of return (IRR) or yield rates in 
ex c es s of actual lease rates. Th re e po ss i bl e sc ena rio s involving 
an A R R  lease with  a fair mar ke t rental rate of 9.5% are as 
follows:

Ass um pt io ns : (1) Initial Land V al ue  = $100,000
(2) Le ase T e r m  = 35 Years
(3) R e v e r s i o n  Va lue of Le ss ee  Im pr ov em ent s = 0

Y I E L D  A N A L Y S I S

1st
2nd
3rd
4 th
5 tn 
5 th 
7 th 
Land 
End

Yrs.
II
II

If

II
II

R e v e r . 
35 t h Yr

E XA MPL E A 
In flation & Land 
Apprec. @ 3%/Yr. 
(compounded)

An nu al  Rent

! 9,500
11,013 
12,767 
14,800 
17,157 
19,390 
23,053

281,386

E X A M P L E  B 
Rent Ca p £ +25% 
Over Prior Amt.
St Land Apprec. 3 
5%/Yr. (comp.)

An nu al  Rent

$ 9,500
11,875 
14,344 
13,555 
23,193 
23,992 
36,240

551,602

E XA MPL E C 
Rent Cap § +50% 
Over Prior Amt.
& Land Apprec. § 
10%/Yr. (comp.)

An n ua l Rent

$ 9,500
14,250 
21,375 
32,063 
43,094 
72,141 

108,211

2,310,244

Y I EL D = 12.01% 13.42% 17.05%

E x a m p l e  A is believed to be on the c on se r v a t i v e  side as annual 
inf la ti on  has been closer to 4% since 1982 and is forecast at 
3.7% for 1986 (see ch art on facing page). E xa mpl e C could be more 
r e p r e s e n t a t i v e  of yield on urban lands such as those in Anc ho rag e 
w he re the average co mp o un d rate of a p p r e c i a t i o n  for comm erc ia l 
and i n d us tr ia l sites was 10.0% and 8.7%, respectively, over the 
pa st  ten ye ars (per survey data pu bl i s h e d  an nu al ly  by our f i r m ) .

P r e- ta x yi eld s in the range of 12% to 17% for A R R  leases would 
c e r t a i n l y  be in line with returns on c o m p e ti ti ve  investments:

R ea l Es ta te  
Yi eld

4th Q t r .*85 3rd Qtr.' 35 2nd Qtr.'85 4th Qtr.'34

12.75-15% 12.75-15% 12.75-15% 13-15.5%

Bond Yie lds  
Corp.(Aaa) 
Corp.(A)

December

10.16%
11.19%
n  ̂ *• r*
i.X « .‘O "•*

Se pte mbe r

11.07%
11.99%

june

10.94% 
11.98% 
12.40%

December

12.13%
12.92%

i "i vJ "o
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T h e  r e a l  e s t a t e  y i e l d s  a r e  o n  a p r e - t a x  b a s i s  a n d  a r e  p u b l i s h e d  

b y  R e a l  E s t a t e  R e s e a r c h  C o r p o r a t i o n .  T h e y  p r i m a r i l y  r e f l e c t  I R R  

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

o f f i c e  b u i l d i n g s ,  i n d u s t r i a l  a n d  R & D  f a c i l i t i e s ,  a n d  l a r g e
a p a r t m e n t  c o m p l e x e s .

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

M o o d y 1s B o n d  S u r v e y . R e a l  e s t a t e  c a p i t a l  r e q u i r e s  g r e a t e r  y i e l d s
t h a n  c o r p o r a t e  b o n d s  d u e  t o  r e l a t i v e  r i s k  f a c t o r s .
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ANCHORAGE AREA
No. A-l No. A-2 No. A-3 No. A-4 No. A-5 '!

Lessor/lessee Sanchis/Fifth ft 
"F" Bldg. Corp.

Murray f> Scott/ 
Hacheff ft Bright

Korpi/Newcoro
Partnership

Tsakres/Kakaras 'Ibpi>c.:s Oil/North- 
shoro Partnership

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

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

30,250 s.f./Retail 
bldg.

10,000 s.f./Cbn- 
venierce store

Lease Date 9-1-05 1-16-84 6-7-04 10-1-84 12-1-04

Term 25 years 25 years 75 years 55 years 25 years

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

Annual Rent 
Effective Date

$1.55/s.f. 7-85 $.69/s.f. 1-04 $1.37/s.f. 6-84 $.79/s.f. 7-84 $2.40/s.f. 9-84

Rent Basis 10% FMV (est.) 7% FMV (stated) 9% FMV (stated) 10% FMV (est.) 10% FMV (est.)

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

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

0 5 yr. intervals 
by agreement or 
appraisal.

5% annual ’ncrease, 
inplemented 0 3 yr. 
intervals.

CPI 0 5 yr. 
intervals.

Rent Floor/Ceiling Floor 0 prior 
rent

Limited to 50% 

increase over 
previous level

+ 50% ceiling 
on first adjust­
ment

min. '>% increase 
annually; cap 0 
8% annually.

Lessee Expenses All All All All All

Assign/Sublet Requires lessor 
consent

Requires lessor 
consent

Requires lessor 
consent

Yes (without 
lessor approval)

Requires lessor 
consent

Subordination No No No No No

Option to Purchase No No No No No

Reversion of 
luprovements

0 lessor's 
option

Removal 0 lessee's 
option

0 lessor's 
option

'lb lessor To lessor

Condemnation lessee award 
limited to 
improvements

'lypica 1. Lessee award 
limited to 
improvements

Typical. All awards 
to lessor

Arbitration Clause No. No No No lb

Other
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No. A-6
JS9s>!i- -‘: : ' i ? '
No. A-7 No. A-B No. A-9 T4cj. A-l 0

Lessor/Lessee Riendl/George 
& Ferrara

Von Wichinan/ 
Kiester, eh al

Tsakros/Chambers, Calais Co./ 
et al Saent Ltd.

Arctic Plaza/Cook 
Inlet Natives

Land Area/Use 64,825 s.f./ 33,064 s.f./Med- 39,146 s.f./strip 75,360 s.f./ 20,U0( s.f./
comnercial ical office bldg. mall ocumiercial parkir-g

Lease Date 7-1-84 3-2-84 2-1-84 3-83 3-03

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

Renewal Option Three (5 yrs. ea.) Lo*ig-term replace. Five (10 yrs. ea.) TVno (10 yrs. ea.)

Annual Rent 
Effective Date

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

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

Rent Adjustment 0 5 yr. intervals 
by agreement or 
appraisal

10% increase in 
2nd year

Level 10 yrs.; 
then 0 5 yr. in­
tervals based on 
.8.5% of agreed value

Nego. ea. yr.

Rent Floor/Ceiling Floor @ orig. rent 
& ceiling 0 +20% 
ea. adjustment

Floor 0 initial rent; 
ceilings for 3 adjust, 
periods = 100%, 50% &
50%. No ceiling thereafter

Lessee Expenses All All All All. but taxes

Assign/Sublet Requires lessor 
approval

Requires lessor 
approval

Requires lessor 
approval

No

Suixjrdination No No No No

Option to Purchase No No No No

Reversion of 
ligprovements

Removal 0 
lessee's cption

0 lessor's option N/A

Condemnation Lessee award 
limited to inprove- 
ments

All awards 
to Lessor

Lessee award 
limited to Inprovt- 
inents

Mo clause

Arbitration Clause Yes-condemn. No No No
Other Method of Financing Lind i ot to be



ANCHORAGE AREA
No. A-ll

svtgptxus oir iani) r
No. A-l2

Lessor/Lessee Alaska Sales & 
Service/MncNutt

Dickerson/
Freeman

Bailey & Fredric 
J. /Bowden

iiickel lrivestpJTT̂ III
C o . / E . Drage

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

10,975 s.f./Auto 
motive services

75,111 s.f./office 
condos. ■

Service station 25,000 s.C.,^ 
Foo 1 Restaurant

Lease Date 9-1-03 0-0-03 3-30-03 12-4-81 11-15-01

Term 1 year 45 years 75 years 5 years 45 years

Renewal Cation None Three(10 yrs.ea

Annual Rent 
Effective Date

$.63/s.£. 9-03 $2.53/s.f. 0-03 $1.92/s.f. 3-03 $19,440/12-01 $i.!»6/s.f. 0-81

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

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

@ 5 yr. intervals 
alternate % in­
crease & appraisal

17.8% increase 2nd 
yr.; + 0% ea. yr. 
therafter

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

Rent Floor/Ceiling Floor @ orig. 
rent. Ceiling = 
+20% prior rent

Floor @ 5%/yr. in­
crease. Ceiling @ 
10%/yr. increase

Lessee Expenses All but taxes All All
Assign/Sublet Requires lessor 

approval
Requires lessor 
approval

Subordination No Yes No

Cation to Purchase No No

Reversion of 
Improvements

N/A Remova 1 @ Lessee' s 
option

0 lessor's 
opt i on

Condemnation Lessee award 
limited to 

inprovements
Arbitration Clause No No

Otlier band r;ot lo (Iso restricted
____________________ be built 0 11   to £ illing station
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