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H o n o r a b l e  C h a i r  a n d  m e m b e r s  o f  t h e  C o m m i t t e e .  M y  n a m e  is 

G r e t c h e n  D e r r ,  I a m  f r o m  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y .

T h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  is N e u t r a l  o n  t h i s  p i e c e  o f  

l e g i s l a t i o n .

T h e  p u r p o s e  o f  t h i s  b i l l  is t o  g e n e r a t e  r e v e n u e s  f o r  t h e  

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

a n d  t h r o u g h  f e d e r a l  a s s i s t a n c e  f u n d s .  T h i s  b i l l  is d e s i g n e d  

to a d d r e s s  b o a t i n g  s a f e t y  a n d  b o a t i n g  r e g i s t r a t i o n  w h i l e  

g e n e r a t i n g  r e v e n u e s  f o r  t h e  S t a t e ,  etc.

P a s s a g e  o f  t h i s  b i l l  w o u l d  r e q u i r e  t h e  D e p a r t m e n t  to:

1 . d e v e l o p  a b o a t  n u m b e r i n g  s y s t e m ;

2 . d e v e l o p  a n d  m a i n t a i n  a r e c o r d - k e e p i n g  s y s t e m ;

3. d e v e l o p  a n  a c c i d e n t  r e p o r t i n g  s y s t e m ;

4. d e v e l o p  a n d  p r e s e n t  b o a t i n g  s a f e t y  e d u c a t i o n

p r o g r a m s ;  a n d ,

5. p r o m u l g a t e  r e g u l a t i o n s .



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

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

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

t h e  S t a t e .

F e d e r a l  a s s i s t a n c e  f u n d s  f r o m  t h e  A c q u a t i c  R e s o u r c e  T r u s t  

F u n d  a r e  a v a i l a b l e  t h r o u g h  A p r i l  1, 1989. T h e r e  is a b i l l  

i n  C o n g r e s s  t o  e x t e n d  t h e  T r u s t  F u n d ;  h o w e v e r ,  it h a s  n o t  

p a s s e d ,  a n d  is s t i l l  in C o m m i t t e e .  T h e  S t a t e  w o u l d  r e c e i v e  

a p p r o x i m a t e l y  $ 2 5 0 . 0  t h e  f i r s t  y e a r  a n d  u p  t o  $ 2 9 0 . 0  p e r  

y e a r  t h e r e a f t e r  u n d e r  t h e  c u r r e n t  law.

In o r d e r  f o r  t h e  S t a t e  t o  q u a l i f y  f o r  t h e s e  f u n d s ,  w e  m u s t  

m e e t  a n u m b e r  o f  r e q u i r e m e n t s :

1 . d e v e l o p  a n  a p p r o v e d  v e s s e l  n u m b e r i n g  s y s t e m ;

2 . p r o v i d e  s u f f i c i e n t  s t a t e  m a t c h i n g  f u n d s  —  t h e s e  

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

n u m b e r i n g .

3. m a i n t a i n  a c o o p e r a t i v e  b o a t i n g  a s s i s t a n c e  p r o g r a m  

w i t h  t h e  U. S .  C o a s t  G u a r d ;



4. p r o v i d e  a d e q u a t e  p a t r o l  t o  i n s u r e  c o m p l i a n c e  w i t h  

a l l  l a w s  a n d  r e g u l a t i o n s  c o n c e r n i n g  b o a t i n g  

s a f e t y ;

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

s t a n d a r d s  e s t a b l i s h e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  

o f  S t a t e  B o a t i n g  L a w  A d m i n i s t r a t o r s ;  and, f i n a l l y ,

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

f a t a l i t i e s .

T h e  D e p a r t m e n t  f e e l s  t h a t ,  as w i t h  m o s t  f e d e r a l  f u n d s  w h i c h  

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

r e q u i r e m e n t s  a n d  a u d i t s  b e c o m e  m o r e  s t r i n g e n t  w i t h  t h e  

p a s s a g e  o f  t i m e .  T h e r e  is n o  f r e e  l u n c h .

T h e  C o a s t  G u a r d  r e q u i r e s  u n i f o r m e d  o f f i c e r s  t o  p a t r o l  a n d  

e n f o r c e  t h e  s t a t e ' s  l a w s  a n d  r e g u l a t i o n s .  T h i s  c o u l d  c r e a t e  

a t r e m e n d o u s  r e s p o n s i b i l i t y  if w e  a r e  r e q u i r e d  t o  p a t r o l  a l l  

s t a t e  w a t e r s  - i n c l u d i n g  t h e  t h r e e - m i l e  l i m i t  a n d  a l l  l a k e s  

a n d  s t r e a m s .

T h e  D e p a r t m e n t  c o u l d  n o t  f u l l y  m e e t  t h e  f e d e r a l  r e q u i r e m e n t s  

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

e n f o r c e m e n t  p e r s o n n e l  w e  w i l l  h a v e  in F Y 8 8 .
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S u b j : ALASKA  HOUSE BILL 94

g. S e c t i o n  5 . 2 5 . 2 4 0  d i s c u s s e s  the r e p o r t  of t r a n s f e r ,  
a b a n d o n m e n t  or d e s t r u c t i o n  of b o a t  or c h a n g e  of a d d r e s s  of 
o w n e r .  33 C F R  1 7 4 . 1 3  i n c o r p o r a t e s  t he p r o v i s i o n  of 33 C F R  
173.29 m a n d a ti n g that the owner must also provide the Issuing 
a u t h o r i t y  with notice of the th e ft/reco ve ry  of the vessel or 
d e s t r u c t i o n  of the cer tificate of number. These ma tters should 
be in c lu d ed  with the required notice provisions of this 
section.

h. S e c t io n  5.25.245 sets forth the ap p l ic a bi li t y of the 
n u m b e r i n g  po rt io n of the draft state law. S ub se c ti o n 4 thereof 
p ro v i d e s  that AS 5.25.200 - 5.25.240 do not apply to ship's 
li feb o at s " used soley for lifesaving purposes". This 
q u a l i f i c a t i o n  as to shi ps ' l i f e b o a t s  g o e s  f u r t h e r  t h a n  the 
r eq ui rm en t s of 33 CFR 174.11 wh ich incorporates the 
r e qu i r e m e n t s  of 33 CFR 173.11(d). Wh ereas Coast Guard 
re gu l at io n s state that ships' lifeboats are to be exempted from 
s ta te  nu m b er i ng  requirements, the State of A laska pur ports to ^  
e x e m p t  o n l y  t h o s e  ship s ' li.' ;boats t h a t  a re  u s e d  s o l e y  for 
l i f e s a v i n g  purposes. The issue of the use of ships' lifeboats 
as small p as s en g er  vessels for passen ge r lighte ri ng  has been a 
l o c a l  b o n e  of c o n t e n t i o n .  T h e r e f o r e ,  t h i s  p r o v i s i o n  w h i c h  
w o u l d  exempt only those lifeboats that are p roperly  used as 
s u c h  m a y  i n d e e d  be c o n s i d e r e d  a l e g i t i m a t e  e x e r c i s e  of the 
St at e 's  authority.

i. S e c t i o n  5.25.325 sets forth the ap pl ica b il it y  of AS 
5 .25.30 0 through 5.25.320, the pr ovi sions dealin g wi th  acc ident 
r e p o r t i n g .  S u b s e c t i o n  (b) p r o v i d e s  e x e m p t i o n  f o r  c e r t a i n  
ve ss el s from the applicabil it y of the section. 33 CFR 174.101 
sets for the requirements for a p p l i ca b il it y  of state casualty 
r e p o r t in g systems and encorporates 33 CFR 173*51 therein. 33 
C F R  1 7 3 . 5 1  p r o v i d e s  t h a t  al l u n i n s p e c t e d  v e s s e l s  w h i c h  ar e 
ei th e r required to be numbered or used for recreational 
p ur p o se s  fall under the casurlty and acc ident reporting 
re gulations. Insofar as draft 5. -5(b)(1) and (2) would exempt 
a d o c u m e n t e d  or foreign boat being used by its o pe rator for 
r ec r e at i on al  purposes from the casualty reporting regulations, 
this se ct ion conflicts with the federal law. Therefore, this 
s e c t i o n  should be modified to mor e closely m i r r o r  the 
p r ov i s i o n s  of 33 CFR 173.51.

J. Section 5.25.330 deals with the owner's civil 
liability. This section includes the pr ov i s i o n  that the owner 
of  t h e  b o a t  is l i a b l e  f o r  i n j u r y  or d a m a g e  c a u s e d  by the 
n e g l ig e nt  operation of the boat whe t he r  the ne gl ig en c e consists 
of a v io l at i on  of a state statute or a failure to use ordinary 
care. Suc h a pr ovision seems to create a "per se" neg ligence  
rule w h i c h  arguably could create liability based m e r e l y  upon
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t h e  e x p i r a t i o n  of a c e r t i f i c a t e  o f  n u m b e r  n o t w i t h s t a n d i n g  t h e  
u s e  o f  r e a s o n a b l e  c a r e .  I n s o f a r  as t h e  l e g i s l a t u r e  i n t e n d s  
t h i s  e f f e c t  t h e r e  i s  n o  o b j e c t i o n  f r o m  t h e  s ^ n d p o i n t  o f  

f e d e r a l  l a w .  H o w e v e r ,  c o m m e n t  is m a d e  t o  i n s u r e  t h a t  t h e
r a m i f i c a t i o n s  o f  t h i s  l a n g u a g e  a r e  f u l l y  c o n s i d e r e d  p r i o r  to  
its I n c l u s i o n  In t h e  f i n a l  bill.

k. S e c t i o n  5.25. *105 c o n t a i n s  p r o v i s i o n s  r e l a t i n g  to s a f e t y  
e q u i p m e n t  o n  r e c r e a t i o n a l  v e s s e l s .  S u b s e c t i o n  (a) h a s  a 
r e q u i r e m e n t  f o r  a w h i t e  l i g h t .  It is n o t e d  t h a t  t h e  C O L R E G S  
a n d  t h e  r e q u i r e m e n t s  t h e r e i n  f o r  l i g h t s  c o n t r o l  e x c l u s i v e l y  In  
t h e  n a v i g a b l e  w a t e r s  o f  t h e  S t a t e  o f  A l a s k a .  T h i s  p r o v i s i o n  

d e a l i n g  w i t h  l i g h t s  t h e r e f o r e  s h o u l d  be m o d i f i e d  to s t a t e  its 
a p p l i c a b i l i t y  to o n l y  n o n - n a v i g a b l e  w a t e r s .  M o r e o v e r ,  If t h e  
s t a t e  d e s i r e s  t o  i n c l u d e  p r o v i s i o n s  f o r  l i g h t s  a n d  s h a p e s ,  
e t c . , t h e  s t a t u t e  s h o u l d  m a k e  r e f e r e n c e  to t h e  i n t e r n a t i o n a l  
n a v i g a t i o n  rules.

1. S e c t i o n  5-25-415 requires a diver's flag. This 
p r o v i s io n likewise can have effect only Insofar as it does not 
co nflict w it h  the COLREGS. Rule 27 of the COLREGS sets forth 
the requireme nt s for the exhibit io n of lights and shapes for 
v essels engaged In diving operations. S ub se ct ion (e) requires 
that a v e ss el  w h ic h  cannot exhibit all the lights and shapes 
d e s c r i b e d  m u s t  s t i l l  e x h i b i t  t h r e e  a l l  a r o u n d  l i g h t s  in a 
v e r t i c l e  l i n e  w h e r e  t h e y  c a n  b e s t  be s e en , t he  h i g h e s t  a n d  
lowest of these lights being red and the m id d le  being white and 
a rigid replica of the International code flag "A" not less 
t h a n  o n e  m e t e r  in h e i g h t  in a m a n n e r  p r o v i d i n g  all a r o u n d  
v i s i b i l i t y .  T h i s  s e c t i o n  of the A l a s k a  b i l l  p u r p o r t s  to 
requi re a diffe re nt  flag when diving operations are underway. 
The a p pl i c a t i o n  of the diving flag laws in co nj unction with the 
C O L R E G S  w a s  d i s c u s s e d  In 43*4 C o a s t  G u a r d  L a w  B u l l e t i n  24, 
c or r ec te d by (G-LMI) letter 16672 dated 12 Nove mber 1985. In 
short, the ruling has been made that the "Alpha" flag signal is 
to be f l o w n  as a m e a n s  of i n d i c a t i n g  w h e n  a s m a l l  v e s s e l  
e n g a g e d  In d i v i n g  o p e r a t i o n s  is r e s t r i c t e d  in a b i l i t y  to 
m a n e u v e r .  P l y i n g  a s t a t e  p r e s c r i b e d  f l a g  m a y  be u s e d  as a 
p er so na l Ide nt ifying signal and may be used either in 
c on j u n c t i o n  wit h the "Alpha" flag signal wh en  the vessel is 
r es tr ic te d  In the ab il it y to m an e u v e r  or alone if the vessel is 
not r es tricted  in ab ili ty to maneuver. However, a vessel Is 
not exempt from flying the code "Alpha" flag me re ly  because It 
is fl yi ng  a state pr esc r ib ed  flag and that state pre scribed 
flag cannot be al lowed to impair the visibil it y  of the code 
"Alpha" flag. I would suggest that the draft bill be mo d if i ed  
to reflect the foregoing.

S u b j :  A L A S K A  H O U S E  B I L L  9*1
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( 5 )
H U U 9 C .  C U M M l l l b t  K t T O f f T

D a t «  r e f e r r e d :  1 / 3 0 / 8 7 F U R T H E R  R E F E R R A L S :  ^ J u d i c i a l

F i n a n c e

T h a  T r a n s p o r t a t i o n

D A T E : M a r c h  9 , 1987

C o m m i t t e e  h a s  c o n s i d e r e d  K B  94

" A n  A c t  r e l a t i n g  t o  b o a t  n u m b e r i n g ,  a c c i d e n t s ,  a n d  s a f e t y ;  a n d  p r o v i d i n g  for 
a n  e f f e c t i v e  d a t e . "

H KO nH M KM D S :
c X i  r e p l a c e  w i t h  C S  H B  9 4  ( T r a n s p o r t a t i o n )  

[ ] a t t a c h e d  a m e n d m e n t ( s )

d o  p a s s  

d o  n o t  p a s s  

n o  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  t h e

[ ^  t h e  s a m e  t i t l e  

[ ] a n e w  t i t l e

Committee

A D O P T S : [ ] l e t t e r  o f  i n t e n t

A T T A C H E S  H E W  F I S C A L  N O T E ^ / )  :  
] f i s c a l  i m p a c t  

[ ] z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  a n a l y s i s

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d   ________________________

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l

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



C O M M I T T E E :

House T : a n s p or ta t io n

D A T E :  F eb ru ary 11,1987

O f f i c i a l  B u c l n e a a SIGN-IN

S u b je c t  o f  m e e t in g :
HB 31 "An A c t  re la ti n g to re gi stratio n of 

c om me rcial and no ncommerc ia l mo to r 
v e h i c l e s ; and pr oviding for an 
e ff e ct iv e  date."

HB 94 "An Act re lating to boat numbering, 
accidents, and safety; and p r ov id ing 
for an ef fe ctive date."
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C O M M I T T E E :

House T r a n s p or t at i on  Co m mittee

D A T E :  Fe bruary 27, 1987

Official Buainaaa SIGN-IN

S u b je c t  o f  m e e t in g :
HB 74: "An A c t  r e l a t i n g  to m ot o rc y c l e

license p la te s. "
HB  94: "An A c t  r e l a t i n g  to boat numbering,

accidents, and safety; and providing 
for an e f f e c ti v e date.

HB 118: "An A c t  r e l a t i n g  to decisions on 
r i g h t - o f - w a y  lease a p pl i ca ti o ns . "
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C O M M I T T E E :

House Tr ansp o rt at i on  Committee

D A T E  ■March 9, 1987

Official Buiineaa

N A M E  ? lef s 5

SIGN-IN
A D D R E S S Please include zip

S u b je c t  o f  m e e t in g :
HB 94: "An A ct  r e l a t in g  to bo a t  numbering,

accidents, and safety; and p r o­
viding for an ef fe ct ive date." .

H C R  13 Re l at i ng  to the expeditious rede-^ 
sign and  r e c o n s t r u c t i o n  of the 
airpo rt roa d in Bethel.

P H O N E  R E P R E S E N T I N G
DO YOU WANT 
TO TESTIFY ?
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Alaska ̂ tate legislature
House o f  Representatives

Committee on Transportation
R e p .  B d t e  C a t o ,  C h a i r m a n

P iucli V 
Slav Capitol 

Juneau, Alaska 99811 
(907) 465-1858

M a r c h  6 , 1 9 8 7

F O R  T O D A Y ' S  M E E T I N G  Y O U  H A V E :

A  B I N D E R  O N  H B  1 0 0  T H A T  I N C L U D E S :

* a c o p y  o f  H B  1 0 0
* a b i l l  a n a l y s i s

* a c o p y  o f  t h e  s t a t u t e  t h a t  w o u l d  b e  a m e n d e d  b y  H B  1 0 0
* a l e g a l  o p i n i o n  r e g a r d i n g  t h e  r a i l r o a d ' s  b u d g e t  a n d

f i s c a l  r e c o r d s
* a c o p y  o f  t h e  s t a t u t e s  o u t l i n i n g  t h e  r a i l r o a d ' s  

e x e m p t i o n  f r o m  c e r t a i n  l a w s
* a l e g a l  o p i n i o n  r e g a r d i n g  t h e  A l a s k a  R a i l r o a d  

C o r p o r a t i o n  A c t
* - a . f i e o a -1 n o  t o - , f r o m  t h e  B e p t v -of- C o m m e r e e -a -n d  

E c o n o m ic - D e v e lo p m e nt

* t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ' s  r e s p o n s e  t o  H B  1 0 0
* s e l e c t e d  q u e s t i o n s  a s k e d  t o  t h e  A l a s k a  R a i l r o a d  

C o r p o r a t i o n  b y  H o u s e  L a b o r  & C o m m e r c e

A  c o p y  o f  s e v e r a l  r e p o r t s  f r o m  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n
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A UNIT IN THE ORIGINAL FILE.
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S E C T I O N A L  A N A L Y S I S  H B  1 0 0

C h a p t e r  40 S e c  4 2 . 4 0 . 2 6 0  - a n n u a l  r e p o r t  o f  t h e  A l a s k a  
R a i l r o a d .

S e c t i o n  1 (a) L i n e  10 t h r u  17 a r e  t h e  s a m e  a s  a r e  c u r r e n t l y
i n  t h e  s t a t u t e

L i n e  19 - (1)

C o m m e n c i n g  a t  L i n e  18 " T h e  r e p o r t  s h a l l  a l s o "  
t h r u  t o  L i n e  7 o n  P a g e  2 o f  t h e  b i l l  - t h i s  
u n d e r l i n e d  s e c t i o n  h a s  a l l  ,ieen a d d e d  t o  t h e  
c u r r e n t  s t a t u t e s .

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

L i n e  22 

L i n e  27

Si;

L i n e  4 
P a g e  2

(2 ) r e q u i r e s  p r o p o s e d  p l a n s  t o  i m p l e m e n t  g o a l s  
a n d  o b j e c t i v e s  b e  i n c l u d e d  i n  t h e  r e p o r t .

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

(4) r e q u i r e s  t h e  r e p o r t  i n c l u d e  r e c e i p t s  a n d  
e x p e n d i t u r e s  f o r  t h e  p r e c e e d i n g  fy, an d ,  
a n d  e s t i m a t e  o f  t h e  r e c e i p t s  d u r i n g  t h e  
c u r r e n t  f i s c a l  y e a r ,  a n d  a n  e s t i m a t e  o f  
r e c e i p t s  f o r  t h e  s u c e e d i n g  f i s c a l  y e a r .



D a t e  r e f e r r e d :  2 / 2 / 8 7  F U R T H E R  R E F E R R A L S :  F i n a n c e

#
D A T E :  M ar c h 6, 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  h a s  c o n s i d e r e d  H B  1 0 0 _________

" A n  A c t  r e l a t i n g  t o  t h e  a n n u a l  r e p o r t  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n . "

R E C O M M E N D S :

[ ] r e p l a c e  w i t h  ___________

[ ] a t t a c h e d  a m e n d m e n t ( s )

[ X 

[

C

[

[

d o  p a s s  

d o  n o t  p a s s  

n o  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  t h e

[ ] t h e  s a m e  t i t l e

[ ] a n e w  t i t l e

C o m m i t t e e

A D O P T S ; l e t t e r  o f  i n t e n t

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

[ ] f i s c a l  i m p a c t

[ ] z e r o  f i s c a l  n o t e

[ ] z e r o  w i t h  a n a l y s i s

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  __________________________

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l

$  -------------------------------------------------------------------------------

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



§ 42.40.2t50 P ublic U tilities a n d  C auhieils 5 42.40.270

( 2 9 )  e n t e r  i n t o  a g r e e m e n t s  w i t h  a  s t a t e  a g e n c y  o r  o t h e r  i n s t r u m e n ­t a l i t y  o f  t h e  s t a t e ;  a n d( 3 0 )  d o  a l l  t h i n g s  n e c e s s a r y  o r  d e s i r a b l e  t o  c a r r y  o u t  U u *  p o w e r s  a n d  d u t i e s  o f  t h e  c o r p o r a t i o n  g r a n t e d  o r  n e c e s s a r i l y  i m p l i e d  i n  t h i s  c h a p t e r  o r  o t h e r  l a w s  o f  t h e  s t a t e  o r  t h e  l a w s  o r  r e g u l a t i o n s  o f  t h e  f e d e r a l  g o v e r n m e n t .  (§ 2 c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 2 6 0 .  A n n u a l  r e p o r t ,  (a) W i t h i n  9 0  d a y s  f o l l o w i n g  t h e  e n d  o f  t h e  f i s c a l  y e a r  o f  t h e  A l a s k a  R a i l r o a d  t h e  b o a r d  s h a l l  d i s t r i b u t e  to  t h e  g o v e r n o r  a n d  t o  t h e  l e g i s l a t u r e  a  r e p o r t  d e s c r i b i n g  t h e  o p e r a ­t i o n s  a n d  f i n a n c i a l  c o n d i t i o n  o f  t h e  c o r p o r a t i o n  d u r i n g  t h e  p r e c e d i n g  l i s c a l  y e a r .  T h e  r e p o r t  m a y  i n c l u d e  s u g g e s t i o n s  f o r  l e g i s l a t i o n  r e l a t i n g  to  t h e  s t r u c t u r e ,  p o w e r s  o r  d u t i e s  o f  t h e  c o r p o r a t i o n  o r  t o  t h e  o p e r a t i o n  o r  f a c i l i t i e s  o f  t h e  c o r p o r a t i o n .  S u b j e c t  t o  A S  1 2 .4 0  221). t h e  r e p o r t  - n a i l  i t e m i z e  t h e  c o s t  o f  p r o v i d i n g  e a c h  c a t e g o r y  o l  s e r v i c e  o i f e r e d  b v  t h e  r a i l r o a d  a n d  t h e  i n c o m e  g e n e r a t e d  b y  e a c h  c a t e g o r y .' b i  E v e r y  f i v e  v e a r s  t h e  a n n u a l  r e p o r t  s h a l l  i n c l u d e  a n  a n a l y s i s  o f  p o t e n t i a l  s a l e  a r r a n g e m e n t s  w h e r e b y  t h e  c o r p o r a t i o n  n i a v  b e  t r a n s ­fe r r e d  i n to  p r i v a t e  o w n e r s h i n .  T h e  a n a l y s i s  s h a l l  i n r l n n n _ d n r . i i  m e n  L o ­t i o n  o f  a t  l e a s t  t h r e e  o f f e r s  to  s e l l  t h e  c o r p o r a t i o n  i n i t i a t e d  b y  t h e  c o r p o r a t i o n  d u r i n g  t h e  l a s t  f i v e  y e a r s .  ' 5 2 c h  1 53 S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 2 7 0 .  A u d i t s .  i a i  T h e  b o a r d  . - h a l l  h a w  - h e  f i n a n c i a l  r e c o r d s  o f  t h e  c o r p o r a t i o n  a u d i t e d  a n n u a l l y  b y  a n  i n d e p e n d e n t  c e r t i ­f i e d  p u b l i c  a c c o u n t a n t  e x p e r i e n c e d  i n  r a i l r o a d  a c c o u n t i n g  T h e  b o a r d  s h a l l  h a v e  a n  a n n u a l  p e r f o r m a n c e  a u d i t  c o n d u c t e d  b y  a  r e c o g n i z e d  r a i l r o a d  m a n a g e m e n t  e x p e r t  to  a s s u r e  t h a t  t h e  r a i l r o a d  i s  b e i n g  m a n ­a g e d  a n d  o p e r a t e d  e f f e c t i v e l y  a n d  e f f i c i e n t l y  i n  a c c o r d a n c e  w i t h  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r  a n d  t h a t  e a c h  a p p r n p n a t  !■»*• . -  a - e u  d i r e c t l y  s u p p o r t  t h o s e  s e r v i c e s  f o r  w h i c h  t h e  a p p r o p r i a t e d :  v a  ■ r e ­q u e s t e d .  A u d i t o r s  s h a l l  u s e  t h e  s t a n d a r d s  r e q u i r e d  : ;n u e * -  A S  • 1 2 .4 0 .1 0 0 ( 9 )  a n d  d e t e r m i n e  w h e t h e r  a p p r o p r i a t i o n -  r e c e i v e d  f o r  * —v v i c e  t h a t  is  n o t  s e l f - s u s t a i n i n g  w e r e  c a l c u l a t e d  ;n  a c c o r d a n c e  , w ; i ,  U n i t e d  S t a t e s  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  . - I n n d a r d -  f o r  d e t e r ­m i n i n g  r a i l  s e r v i c e  s u b s i d i e s .■b' T h e  c o r p o r a t i o n  s h a l l  m a k e  a l l  o f  i t s  f i n a n c i a l  r e c o r d s  a v a i l a b l e  to  a n  a u d i t o r  a p p o i n t e d  b y  t h e  g o v e r n o r  a n d  t o  t h e  i e g i . - i a t i v e  a u d i t  d i v i s i o n  f o r  e x a m i n a t i o n .  D i s c l o s u r e  t o  t h e  p u b i i c  b y  t h e  a u d i t o r  o r  l e g i s l a t i v e  a u d i t  d i v i s i o n  o f  t h i s  i n f o r m a t i o n  i s  s u b j e c t  t o  A S  4 2 . 4 0  2 2 0  a n d  r u l e s  i m p l e m e n t i n g  t h a t  s e c t i o n .  tS  2  c h  1 5 3  S I . A  1 9 8 4 1
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M E M O R A N D U M  Ja nuary 22, 1987

SUBJECT:

TO:

FROM:

Budget and fiscal records of the Alas ka 
R ai l ro ad  Corpo ra ti on (Work Order 15-0271)

R e p r e s en ta t iv e  Bette Cato

George Utermohle^,^^
L e gi s l a t i v e  Counsel

Y o u  ha v e asked that the b u dg et  and fiscal records of the 
A l a s k a  Ra i lr o ad  Cor po r at i on  be mo r e  available to the l eg is­
lature .

W hi le  the c or p or a t i o n  is exempt from the Execut iv e Budget 
A c t  and the Fiscal Procedure Act, u n de r AS 4 2 . 40 . 220(a) 
i n fo r ma t io n  in the po s se s s i o n  of the corporation is public 
and  is open to pub li c  inspection. The only information 
w h i c h  the co rpo r at io n  m a y  w i t h h o l d  from the public are 
m a t te rs  of a p r i v i l e g e d  or p r o pr ie t ar y  nature such as 
personnel  records, communications and wo rk  product of legal 
couns el and other infor m a ti on  assoc ia te d w i t h  specific 
shippers, divisions, and contrast rate agreements.
(AS 42.40.220(b)) B u dg et  and fiscal records of the c o r p o­
ration are not includ ed  in the matters that the corporation 
m a y  w i t h h o l d  fr om  disclosure. Thus the leg islature should 
al re a d y have access to budget and fiscal in fo rma tion of the 
c or p or at i on  as well as the fin ancial and perf o rm a nc e  audits 
co nduct ed  under AS 42.40.2/0.

H o w e v e r  if the co rp o ra t io n  can legally wi th h ol d  budget and 
fiscal information u n de r  AS 42.40.220(b) or if that i n f or m a­
tion has simply be e n difficult to obtain, then the following 
am en dm ent is p r o p o s e d  in order to require the cor po ra tion to 
pr ov i d e some of the information that you seek:

AS 42.40.260(a) is amended to read:

(a) W i th i n 90 days following the end of the fiscal year 
of the A l as k a Railr oa d the board shall distribute to 
the gove rn or  a nd  to the legi:lature a report describing



R e p r e s e n t a t i v e  C a t o
J a n u a r y  22, 19 8 7

P a g e  2

the operations and fi na nc ial c o nditio n of the c o r p or a­
tion. The report shall include

(1) the goals and o bj ectives of the b oa r d for the 
p r e c ed i ng  fiscal year and m o d i f i c a t i o n s  of the goals 
an d objectives for the cu rrent fiscal year;

(2) p r o p o s e d  plans to implement goals and o b j e c­
tives, in cluding estimates of future service needs, 
pro po s ed  m odification s of ex is t in g  services and e s t a b­
lishment oi n e w  services, a n d  the estimated financial 
and pe r so nn el  res ources to ca rry out the propose d plan;

(3) a budget to car ry out its pr op o se d  plans in 
the current fiscal year "Including an ex pl ana tion of 
services to oe provided, t h e~tot al  number of persons 
em p lo y ed  or und er  con tract b y  the corp oration for p e r­
sonne l services in cl uding those for capital' i m p r o v e­
ments, the nee d for the services, the cost of the ser- 
v ic es  and other rel a t ed  i n fo r ma ti o n r eq ue sted by  the 
g ov e rn or  or legislature;

(4) a report of the r e ce ip ts  and the expenditures 
during the pr e c ed i ng  fiscal year, an estimate of the 
receipts during the current fiscal year, and an estT- 
m a t e  of the receipts for the su cceedin g fiscal year.

The report m a y  include su g ge st io ns for legislation 
rel at i ng  to the structure, powers or duties of the 
c o r p or a ti on  or to the o p e r a t i o n  or facilities of the 
corporation. Subject to AS 42.40.220, the report shall 
itemize  the cost of p r o v id in g  each category of service 
o f f e r e d  by the ra il r oa d and the income ge ne ra ted by 
e ac h  category.

If I c an  pr ov ide further as s is ta n ce  on this matter, please 
c ontact me.

G U :mkr 
m8/C 3 8
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5 42.40.010 P u n i . t c  Utilities and Carriers § 42.40.02(

Chapter 40. Alaska Railroad Corporation.

A r t ic le 42.40.0150)1. Establishm ent and Organization iS$ 42.40.0102. M anagem ent (58 42.40.100 — 42.40.12013. A dm inistrative Provisions (S<i 42.40.150 — 42.40.23014. Powers und Duties <S§ 42.40 _  42.40.310)5. Corporation Property 185 42.40.350 — 42.40.450)0. Finnnciol Provisions I §8 42.40.500 — 42 40.540)7. Honda iSS 42.10.600 — 42.40.700)8. Personnel und Labor RelotionA (88 42.40.705 — 42.40.890)9. General Provisions (§5 42 40.900 — 42.40.990)

C r o s s  r e f e r e n c e s .  — For legis lative 
findings and purpose in enacting this 
chapter,  tee  5 1. ch. 153. S L A  1984 in the 
Tem porary and Special Acts; lor special 
reports required, see 8 3. ch. 153, SLA 1984 in the Temporary and Special Acts.

L e g i s l a t i v e  h is t o r y  r e p o r t s .  — For 
legis lative letter  of intent rela tin g to ch. 153, S L A  1981 iS C S CSHB 512 iF in i  am 
Si. see 1984 S enate  Jo u rn a l,  p 3221

'j*. A r t i c l e  1. E s t a b l i s h m e n t  a n d  O r g a n i z a t i o n .
■A

S e c t i o n10 Establishm ent of  the corporation 20 Hoard o f  directors 30. Term of office

S e c t io n  40. Vacancies50 Compensation and expenses 60 Hoard officers

w

: r

W

S e c .  4 2 . 4 0 . 0 1 0 .  E s t a b l i s h m e n t  o f  t h e  c o r p o r a t i o n .  T h e r e  i s  e s ­t a b l i s h e d  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n .  T h e  c o r p o r a t i o n  i s  a  p u b l i c  c o r p o r a t i o n  a n d  i s  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  w i t h i n  t h e  D e p a r t - <  m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e ” e l o p m e n t .  T h e  c o r p o r a t i o n  h a s  a  l e g a l  e x i s t e n c e  i n d e p e n d e n t  o f  a n d  s e p a r a t e  f r o m  t h e  s t a t e .  T h e  c o n ­t i n u e d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d  b y  t h e  c o r p o r a t i o n  a s  p r o v i d e d  i n  t h i s  c h a p t e r  i s  c o n s i d e r e d  a n  e s s e n t i a l  g o v e r n m e n t  f u n c t i o n  o f  t h e  s t a t e .  (§  2  c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 0 2 0 ,  B o a r d  o f  d i r e c t o r s ,  (a )  T h e  p o w e r s  o f  t h e  c o r p o r a ­t i o n  a r e  v e s t e d  i n  t h e  b o a r d  o f  d i r e c t o r s .  T h e  b o a r d  c o n s i s t s  o f  t h e  c o m m i s s i o n e r  o f  c o m m e r c e  a n d  e c o n o m i c  d e v e l o p m e n t ,  t h e  c o m m i s ­s i o n e r  o f  t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s ,  a n d  f i v e  m e m b e r s  a p ­p o i n t e d  b y  t h e  g o v e r n o r .  T h e  f i v e  a p p o i n t e d  m e m b e r s  m u s t  b e  r e g i s ­t e r e d  v o t e r s  i n  t h e  s t a t e  e x c e p t  a s  p r o v i d e d  i n  (1) a n d  (2 ) o f  t h i s  s u b ­s e c t i o n  E x c e p t  f o r  t h e  c o m m i s s i o n e r s  a n d  t h e  m e m b e r  a p p o i n t e d  u n ­d e r  (5 )  o f  t h i s  s e c t i o n ,  a  m e m b e r  m a y  n o t  b e  a  s t a t e  o f f i c e r  o r  e m ­p l o y e e  A p p o i n t e d  m e m b e r s  s h a l l  h a v e  t h e  f o l l o w i n g  q u a l i f i c a t i o n s :(1) o n e  m e m b e r  o f  t h e  b o a r d  s h a l l  b e  a  p e r s o n  w h o  h a s  a t  l e a s t  1 0  y e a r s  o f  e x p e r i e n c e  i n  r a i l r o a d  m a n a g e m e n t ;  a  p e r s o n  w h o  i s  n o t  a  r e s i d e n t  o f  t h e  s t a t e  m a y  b e  a p p o i n t e d  u n d e r  t h i s  p a r a g r a p h :
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A r t i c l e  4 .  P o w e r s  u n d  D u t i e s .
Section Section
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S e c .  4 2 . 4 0 . 2 5 0 .  G e n e r a l  p o w e r s .  I n  a d d i t i o n  t o  t h e  e x e r c i s e  o f  o t h e r  p o w e r s  a u t h o r i z e d  b y  l a w .  t h e  c o r p o r a t i o n  iv111 a d o p t  a  s e a l ;
12) a d o p t  b y l a w s  g o v e r n i n g  t h e  b u s i n e s s  o f  t h e  c o r p o r a t i o n .(3) s u e  a n d  b e  s u e d ;14) a p p o i n t  t r u s t e e s  a n d  a g e n t s  o*‘ t h e  c o r p o r a t i o n  a n d  p r e s c r i b e  t h e i r  p o w e r s  a n d  d u t i e s ;15) h i r e  l e g a l  c o u n s e l  t o  r e p r e s e n t  t h e  c o r p o r a t i o n ;i<5) m a k e  c o n t r a c t s  a n d  e x e c u t e  i n s t r u m e n t s  n e c e s s a r y  o r  c o n v e ­n i e n t  i n  t h e  e x e r c i s e  o f  i t s  p o w e r s  a n d  d u t i e s ;(7) a c q u i r e  b y  p u r c h a s e ,  l e a s e ,  b e q u e s t ,  d e v i s e ,  g i f t ,  e x c h a n g e ,  t h e  s a t i s f a c t i o n  o f  d e b t s ,  t h e  f o r e c l o s u r e  o f  m o r t g a g e s ,  o r  o t h e r w i s e ,  p e r ­s o n a l  p r o p e r t y ,  r i g h t s ,  r i g h t s - o f - w a y ,  f r a n c h i s e s ,  e a s e m e n t s ,  a n d  o t h e r  i n t e r e s t s  i n  l a n d ,  a n d  a c q u i r e  b y  a p p r o p r i a t i o n  w a t e r  r i g h t s  t h a t  a r e  l o c a t e d  i n  t h e  s t a t e ,  t a k i n g  t i t l e  t o  t h e  p r o p e r t y  i n  t h e  n a m e  o f  t h e  c o r p o r a t i o n ;
18 ) h o l d ,  m a i n t a i n ,  u s e ,  o p e r a t e ,  i m p r o v e ,  l e a s e ,  e x c h a n g e ,  d o n a t e ,  c o n v e y ,  a l i e n a t e ,  e n c u m b e r ,  o r  o t h e r w i s e  g r a n t  a  s e c u r i t y  i n t e r e s t  i n .  o r  a u t h o r i z e  u s e  o r  d i s p o s e  o f ,  l a n d  o r  p e r s o n a l  p r o p e r t y ,  s u b j e c t  to  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ;(9) c o n t r a c t  w i t h  a n d  a c c e p t  t r a n s f e r s ,  g i f t s ,  g r a n t s  o r  l o a n s  o f  f u n d s  o r  p r o p e r t y  f r o m  t h e  U n i t e d  S t a t e s  a n d  t h e  s t a t e  o r  i t s  p o l i t i c a l  s u b d i ­v i s i o n s ,  s u b j e c t  to  o t h e r  p r o v i s i o n s  o f  f e d e r a l  o r  s t a t e  l a w  o r  m u n i c i p a l  o r d i n a n c e s ;
1 1 U ) u n d e r t a k e  a n d  p r o v i d e  f o r  t h e  m a n a g e m e n t ,  o p e r a t i o n ,  m a i n t e ­n a n c e ,  u s e ,  a n d  c o n t r o l  o f  a l l  o f  t h e  p r o p e r t y  o f  t h e  c o r p o r a t i o n ,  i n c l u d ­i n g  a l l  l a n d  a n d  p e r s o n a l  p r o p e r t y  o f  t h e  A l a s k a  R a i l r o a d  t r a n s f e r r e d  u n d e r  15 U . S . C .  1 2 0 3 ( a )  a r m  d e s c r i b e d  i n  t h e  r e p o r t  d a t e d  J u l y  1 4.  1 9 8 3 ,  a s  a m e n d e d ,  s u b m i t t e d  t o  C o n g r e s s  a n d  t h e  l e g i s l a t u r e  u n d e r  4 5  U . S . C  12 0 4 1 a  l:1 11 ) r e c o m m e n d  t o  t h e  l e g i s l a t u r e  a n d  t h e  g o v e r n o r  a n y  t a x .  f i n a n c ­i n g ,  o r  f i n a n c i a l  a r r a n g e m e n t  t h e  c o r p o r a t i o n  c o n s i d e r s  a p p r o p r i a t e  f o r  e x p a n s i o n  o r  e x t e n s i o n  a n d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d :1 2) m a i n t a i n  o f f i c e s  a n d  f a c i l i t i e s  a t  p l a c e s  i t  d e s i g n a t e s ;
1 1 3 i  a p p l y  t o  t h e  s t a t e ,  t h e  U n i t e d  S t a t e s ,  a n d  f o r e i g n  c o u n t r i e s  o r  o t h e r  p r o p e r  a g e n c i e s  f o r  t h e  p e r m i t s  l i c e n s e s ,  r i g h t s - o i - w a v ,  o r  a p .  p r o v a i s  n e c e s s a r y  t o  c o n s t r u c t ,  m a i n t a i n ,  n u i  o p e r a t e  t r a n s p o r t a t i o n  a n d  r e l a t e d  - e r v i o e s ,  a n d  o b t a i n ,  h o l d ,  a n d  r e t i r e  t in *  l i c e n s e s  m d  p e r m i t s  i n  t h e  - a m e  m a n n e r  a s  o t h e r  r a i i r o n d  o p e r a t o r s :

197



If 12.40.250 A l a s k a St a t u t e s S u p p l e m e n t § 42.40.2B0

m

c

( 1 4 )  p r e s c r i b e  r a t e s  t o  b e  c h a r g e d  f o r  s e r v i c e s  p r o v i d e d  b y  t h e  A l a s k a  R a i l r o a d  c o n s i s t e n t  w i t h  4 5  U . S . C  1 2 0 1  —  1 2 1 4  ( A l a s k a  R a i l ­r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;( 1 5 )  d e t e r m i n e  t h e  r o u t e s ,  s c h e d u l e s ,  a n d  t y p e s  o l  s e r v i c e  t o  b e  p r o ­v i d e d  b y  t h e  A l a s k a  R a i l r o a d ;( 1 6 )  e n t e r  i n t o  c o n t r a c t s ,  l e a s e s ,  a n d  o t h e r  a g r e e m e n t s  w i t h  c o n ­n e c t i n g  c a r r i e r s ,  s h i p p e r s ,  a n d  o t h e r  p e r s o n s - c o n c e r n i n g  t h e  s e r v i c e s ,  a c t i v i t i e s ,  o p e r a t i o n s ,  p r o p e r t y ,  a n d  f a c i l i t i e s  o f  t h e  c o r p o r a t i o n ,  i n ­c l u d i n g  a g r e e m e n t s  t h a t  c o n t a i n  p r o v i s i o n s  t o  p r e s e r v e  a n d  e x p a n d  t h e  r a i l r o a d ’s  t r a f f i c  b a s e ;
1 17) p l a n  f o r  a n d  u n d e r t a k e  e x p a n s i o n  o f  t h e  r a i l r o a d  a n d  r a i l r o a d  a c t i v i t i e s ,  i n c l u d i n g  e x t e n s i o n  o f  t h e  r a i l  s y s t e m ,  a n d  c o n t r a c t  w i t h  o t h e r  m o d e s  o f  t r a n s p o r t a t i o n  s e r v i c e  c o n n e c t i n g  to  t h e  r a i l  s y s t e m :
1 18) h i r e  a n d  d i s c h a r g e  r a i l r o a d  p e r s o n n e l  a n d  d e t e r m i n e  b e n e f i t s  a n d  o t h e r  t e r m s  a n d  c o n d i t i o n s  o f  e m p l o y m e n t ;( 1 9 )  a s s u m e  a l l  r i g h t s ,  l i a b i l i t i e s ,  a n d  o b l i g a t i o n s  o f  t h e  A l a s k a  R a i l r o a d  i n  a c c o r d a n c e  w i t h  4 5  U . S . C .  1 2 0 1  —  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;( 2 0 )  m a i n t a i n  a  s e c u r i t y  f o r c e  to  e n f o r c e  m u n i c i p a l  o r d i n a n c e s ,  s t a t e  l a w s ,  a n d  t h e  c o r p o r a t i o n ’s  r u l e s  w i t h  r e s p e c t  t o  v i o l a t i o n s  t h a t  o c c u r  o n  o r  t o  p r o p e r t y  o w n e d ,  m a n a g e d  o r  t r a n s p o r t e d  b y  t h e  c o r p o r a ­t i o n ;( 2 1 )  i s s u e  i t s  b o n d s  u p o n  a p p r o v a l  o f  t h e  l e g i s l a t u r e  a n d  p r o v i d e  f o r  a n d  s e c u r e  t h e i r  p a y m e n t ,  p r o v i d e  f o r  t h e  r i g h t s  o f  t h e i r  h o l d e r s  a n d  h o l d  o r  d i s p o s e  o f  t h e m ;( 2 2 )  p u r c h a s e  t h e  c o r p o r a t i o n ' s  b o n d s  a t  a  p r i c e  n o t  m o r e  t h a n  t h e  p r i n c i p a l  a m o u n t  o f  t h e m  p l u s  i n t e r e s t ;( 2 3 )  c a n c e l  b o n d s  o f  t h e  c o r p o r a t i o n  p u r c h a s e d  b y  t h e  c o r p o r a t i o n ;( 2 4 )  s e c u r e  t h e  p a y m e n t  o f  i t s  b o n d s  b y  p l e d g e ,  m o r t g a g e ,  o r  o t h e r  l i e n  o n  i t s  c o n t r a c t s ,  r e v e n u e s ,  i n c o m e ,  o r  p r o p e r t y ;( 2 5 )  c o n s e n t  t o  t h e  m o d i f i c a t i o n  o f  t h e  r a t e  o f  i n t e r e s t ,  t i m e  o f  p a y ­m e n t  o f  a n  i n s t a l l m e n t  o f  p r i n c i p a l  o r  i n t e r e s t ,  o r  o t h e r  t e r m  o f  a  l o a n ,  c o n t r a c t ,  o r  a g r e e m e n t  t o  w h i c h  t h e  c o r p o r a t i o n  i s  a  p a r t y :( 2 6 )  b o r r o w  m o n e y ,  i n c l u d i n g  t h e  a m o u n t s  n e c e s s a r y '  t o  e s t a b l i s h  r e a s o n a b l e  r e s e r v e s ,  a n d  p a y  f i n a n c i n g  c h a r g e s  a n d  i n t e r e s t  o n  b o n d s  f o r  a  r e a s o n a b l e  p e r i o d  a f t e r  w h i c h  t h e  c o r p o r a t i o n  e s t i m a t e s  o t h e r  m o n e y  w i l l  b e  a v a i l a b l e  t o  p a y  t h e  i n t e r e s t ,  c o n s u l t a n t ,  a d v i s o r y ,  a n d  l e g a l  f e e s ,  a n d  o t h e r  e x p e n s e s  n e c e s s a r y  o r  i n c i d e n t  t o  b o r r o w i n g ;( 2 7 )  a c q u i r e ,  h o l d ,  a n d  d i s p o s e  o f  s t o c k s ,  m e m b e r s h i p s ,  c o n t r a c t s ,  b o n d s ,  g e n e r a l  o r  l i m i t e d  p a r t n e r s h i p  i n t e r e s t s  o r  o t h e r  i n t e r e s t s  i n  a n o t h e r  c o r p o r a t i o n ,  a s s o c i a t i o n ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  o t h e r  l e g a l  e n t i t y ,  a n d  e x e r c i s e  t h e  p o w e r s  o r  r i g h t s  i n  c o n n e c t i o n  w i t h  t h e s e  i n t e r e s t s  t h a t  a r e  p r o v i d e d  i n  c o n t r a c t s  o r  a g r e e m e n t s  a n d  t h a t  a r e  a l l o w e d  b y  l a w  c o n c e r n i n g  t h e  s a t i s f a c t i o n  o f  d e b t s ;( 2 8 )  u n d e r t a k e  a n d  p r o v i d e  f o r  t h e  a c q u i s i t i o n ,  c o n s t r u c t i o n ,  m a i n  t e n a n c e ,  e q u i p p i n g ,  a n d  o p e r a t i o n  o f  c o n n e c t i n g ,  s w i t c h i n g ,  t e r m i n a i .  o r  o t h e r  r a i l r o a d s  a n d  r a i l r o a d  f a c i l i t i e s ;

( 2 9 )  o u t*  t a l i t y  o f  tl( 3 0 )  d o .  d u t i e s  ot  o r  o t h e r  i .  g o v e r n t i i c )
S e c .  4 2e n d  o t  t r .e  t o  t h e  l i o n s  u n -  f i s c a l  y e a  t o  t h e  f . r  o r  f a c t a ’- s h a l l  i t e r  t h e  r a : . r  b)  E vp o i e n i i J -  f o r  r e d  :r. 
tion oi . c o r p o r a ?

S e c .r e c o r d s  t i e d  p a :  s h a l l  h ;  r a i l i  e s c  a g e d  a :  r e q u i r e  d i r e c t l y  q u e s t e c  4 2 . 4 c  v i c e  t h  L’ n i t e c
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( 2 9 )  e n t e r  i n t o  a g r e e m e n t s  w i t h  a  s t a t e  a g e n c y  o r  o t h e r  i n s t r u m e n ­t a l i t y  o f  t h e  s t a t e ;  a n d( 3 0 )  d o  a l l  t h i n g s  n e c e s s a r y  o r  d e s i r a b l e  to  c a r r y  o u t  t h e  p o w e r s  u n d  d u t i e s  o f  t h e  c o r p o r a t i o n  g r a n t e d  o r  n e r o » s a r i l y  i m p l i e d  i n  t h i s  c h a p t e r  o r  o t h e r  I u w b  o f  t h e  s t a t e  o r  t h e  l a w s  o r  r e g u l a t i o n s  o f  t h e  f e d e r a l  g o v e r n m e n t .  (!) 2  c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 2 6 0 .  A n n u a l  r e p o r t ,  (a) W i t h i n  9 0  d a y s  f o l l o w i n g  t h e  e n d  o f  t h e  f i s c a l  y e a r  o f  t h e  A l a s k a  R a i l r o a d  t h e  b o a r d  s h a l l  d i s t r i b u t e  to  t h e  g o v e r n o r  a n d  t o  t h e  l e g i s l a t u r e  a  r e p o r t  d e s c r i b i n g  t h e  o p e r a ­t i o n s  a n d  f i n a n c i a l  c o n d i t i o n  o f  t h e  c o r p o r a t i o n  d u r i n g  t h e  p r e c e d i n g  f i s c a l  y e a r .  T h e  r e p o r t  m a y  i n c l u d e  s u g g e s t i o n s  f o r  l e g i s l a t i o n  r e l a t i n g  to  t h e  s t r u c t u r e ,  p o w e r s  o r  d u t i e s  o f  t h e  c o r p o r a t i o n  o r  t o  t h e  o p e r a t i o n  o r  f a c i l i t i e s  o f  t h e  c o r p o r a t i o n .  S u b j e c t  to  A S  1 2 .4 b  2 2 0 .  t h e  r e p o r t  ' h a l l  i t e m i z e  t h e  c o s t  o f  p r o v i d i n g  e a c h  c a t e g o r y  o f  s e r v i c e  o f f e r e d  b v  t h e  r a i l r o a d  a n d  t h e  i n c o m e  g e n e r a t e d  b y  e a c h  c a t e g o r y .( h i  E v e r v  f i v e  y e a r s  t h e  a n n u a l  r e p o r t  s h a l l  i n c l u d e  a n  a n a l y s i s  o t p o t e n t i a l  s a l e  a r r a n g e m e n t s  w h e r e b y  t h e  c o r p o r a t i o n  m a v  b e  t r a n s ­f e r r e d  i n t o  p r i v a t e  o w n e r s h i p .  T h e  a n a l y s i s  s h a l l  i n c l u d e ,  d n e i i m n n t . o -  t i o n  o f  a t  l e a s t  t h r e e  o f f e r s  t o  s e l l  t h e  c o r p o r a t i o n  i n i t i a t e d  b y  t h e  c o r p o r a t i o n  d u r i n g  t h e  l a s t  f i v e  y e a r s .  2  c h  1 5 3  S L A  1 9 S 4 )
S e c .  4 2 . 4 0 . 2 7 0 .  A u d i t s .  <a t  T h e  b o a r d  . - h a l l  h a v e  f i l e  f i n a n c i a l  r e c o r d s  o f  t h e  c o r p o r a t i o n  a u d i t e d  a n n u a l l y  b y  a n  i n d e p e n d e n t  c e r t i ­f i e d  p u b l i c  a c c o u n t a n t  e x p e r i e n c e d  i n  r a i l r o a d  a c c o u n t i n g .  T h e  h o a r d  s h a l l  h a v e  a n  a n n u a i  p e r f o r m a n c e  a u d i t  c o n d u c t e u  i n  a r e c o g n i z e d  r a i l r o a d  m a n a g e m e n t  e x p e r t  t o  a s s u r e  t h a t  t h e  r a i l r o a d  is b e i n g  m a n ­a g e d  a n d  o p e r a t e d  e f f e c t i v e l y  a n d  e f f i c i e n t l y  i n  a c c o r d a n c e  w i t h  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r  a n d  t h a t  e a c h  a p p r o p r i a !  m n  > a-e< ; v .  d i r e c t l y  s u p p o r t  t h o s e  s e r v i c e s  f o r  w h i c h  t h e  a p p r o p r i a t i o n  va> r e ­q u e s t e d .  A u d i t o r s  s h a l l  u s e  t h e  s t a n d a r d s  r e q u i r e d  • t u b e '  A S  1 2 . 4 0 . 1 00<9 1 a n d  d e t e r m i n e  w h e t h e r  a p p r o p r i a t i o n -  r e c e i v e d  ;.>r > - e r  v i c e  t h a t  i s  n o t  s e l f - s u s t a i n i n g  w e r e  c a l c u l a t e d  ;n  . i c c o n i a n c e  a : ; ! .  U n i t e d  S t a t e s  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  M a t u i a n i s  lot  d e t e r ­m i n i n g  r a i l  s e r v i c e  s u b s i d i e s .•b> T h e  c o r p o r a t i o n  s h a l l  m a k e  a l l  o f  i t s  f i n a n c i a l  r e c o r d s  a v a i l a b i e  t o  a n  a u d i t o r  a p p o i n t e d  b y  t h e  g o v e r n o r  a n d  t o  t h e  l u g j - i n t i w  a u d i t  d i v i s i o n  f o r  e x a m i n a t i o n .  D i s c l o s u r e  t o  t h e  p u h i i c  b y  t h e  a u d i t o r  o r  l e g i s l a t i v e  a u d i t  d i v i s i o n  o f  t h i s  i n f o r m a t i o n  is  s u b j e c t  t o  A S  4 2 . 4 0  2 2 0  a n d  r u l e s  i m p l e m e n t i n g  t h a t  s e c t i o n .  (>t 2 c h  1 5 3  S L A  1 9 8 4 '
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§ 4 2 . 4 0 . 2 8 0 A l a s k a  St a t u t k s  S ui'p l k m k n t § 4 2 . 4 0 . 2 9 0
S e c .  4 2 . 4 0 . 2 8 0 .  S t a t e  o v e r s i g h t  r e p o r t s ,  (a) T h e  b o a r d  s h a l l  p r o ­v i d e  a  s t a t e  o v e r s i g h t  r e p o r t  t o  t h e  g o v e r n o r  a n d  t h e  l e g i s l a t u r e  b e f o r e  u n d e r t a k i n g(1) e x p a n s i o n ,  r e d u c t i o n ,  o r  d i v e r s i f i c a t i o n  o f  s e r v i c e s  p r o v i d e d  b y  t h e  r a i l r o a d  u p o n  t h e  d a t e  o f  t r a n s f e r  o r  a s  p r o v i d e d  u n d e r  t h i s  c h a p ­t e r  t h a t  t h e  b o a r d  d e t e r m i n e s  w o u l d  r e p r e s e n t  a  s i g n i f i c a n t  a n d  p e r ­m a n e n t  c h a n g e  i n  t h e  l e v e l  a n d  n a t u r e  o f  s e r v i c e s  p r o v i d e d ;  o r(2) a n  a p p l i c a t i o n  f o r  a n  a p p r o p r i a t i o n  to  b e  u s e d  f o r  p r o v i d i n g  a n y  s e r v i c e  t h a t  i s  n o t  s e l f - s u s t a i n i n g .(b) T h e  r e p o r t  u n d e r  (a)  o f  t h i s  s e c t i o n  s h a l l  b e  i n  w r i t i n g ,  d e s c r i b e  t h e  p r o p o s e d  u n d e r t a k i n g  i n  d e t a i l ,  a n d  s p e c i f y' 1) i t s  f i n a n c i a l  i m p a c t  o n  t h e  c o r p o r a t i o n ;(2) i t s  i m p a c t  o n  t h e  l e v e l  a n d  n a t u r e  o f  s e r v i c e s  p r o v i d e d  b y  t h e  c o r p o r a t i o n ;
13) t h e  r e a s o n s  t h e  a c t i o n  i s  n e c e s s a r y  o r  d e s i r a b l e  t o  a c h i e v e  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;(4) w h e t h e r  a n d  w h e n  t h e  u n d e r t a k i n g  o r  s e r v i c e  i s  e x p e c t e d  t o  b e  s e l f - s u s t a i n i n g  f i n a n c i a l l y ;  a n d(5) i f  t h e  u n d e r t a k i n g  r e q u i r e s  a n  a p p r o p r i a t i o n  t o  b e  u s e d  f o r  p r o ­v i d i n g  a  s e r v i c e  t h a t  i s  n o t  s e l f - s u s t a i n i n g ,  t h a t  t h e  a m o u n t  o f  t h e  a p p r o p r i a t i o n  h a s  b e e n  s t r i c t l y  c a l c u l a t e d  i n  a c c o r d a n c e  w i t h  U n i t e d  S t a t e s  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  s t a n d a r d s  l o r  d e t e r m i n i n i z  r a i l  s e r v i c e  s u b s i d i e s .  (>f 2  c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 2 8 5 .  L e g i s l a t i v e  a p p r o v a l  r e q u i r e d .  U n l e s s  t h e  l e g i s ­l a t u r e  a p p r o v e s  t h e  a c t i o n  b y  l a w ,  t h e  c o r p o r a t i o n  m a y  n o t(1) e x c h a n g e ,  d o n a t e ,  s e l l ,  o r  o t h e r w i s e  c o n v e y  i t s  e n t i r e  i n t e r e s t  i n  l a n d ;12) i s s u e  b o n d s ;( 3 i  e x t e n d  r a i l r o a d  l i n e s ;  t h i s  p a r a g r a p h  d o e s  n o t  a p p l y  t o  a  s p u r ,  i n d u s t r i a l ,  t e a m ,  s w i t c h i n g  o r  s i d e  t r a c k ;14 ) l e a s e  l a n d  f o r  a  p e r i o d  i n  e x c e s s  o f  3 5  y e a r s  u n l e s s  t h e  c o r p o r a ­t i o n  r e s e r v e s  t h e  r i g h t  t o  t e r m i n a t e  t h e  l e a s e  i f  t h e  l a n d  is  n e e d e d  f o r  r a i l r o a d  p u r p o s e s .  ^  2 c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 2 9 0 .  L o n g - r a n g e  e u p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  p l a n .  i a )  T h e  c o r p o r a t i o n  s h a l l  p r e p a r e  a n d  t h e  b o a r d  s h a l l  a d o p t  a  l o n g - r a n g e  c a p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  p l a n  T h e  p l a n  s h a l l  e x p l a i n  t h e  m a n n e r  i n  w h i c h  t h e  c o r p o r a t i o n  i n t e n d s  to  a c c o m p l i s h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r  a n d  t h e  c o r p o r a t i o n ' s  a n t i c i p a t e d  c a p i t a l  i m p r o v e m e n t s  d u r i n g  e a c h  o f  t h e  f i v e  y e a r s  a i l e r  t h e  p l a n  i s  a d o p t e d .i b '  T h e  h o a r d  s h a l l  a n n u a l l y  r e v i e w  a n d  a p p r o v e  r e v i s i o n s  t o  t h e  l o n g - r a n g e  c a p i t a l  i m p r o v e m e n t  a n d  p r o g r a m  p l a n .  T h e  h o a r d  s h a l l  p r o v i d e  c o p i e s  u!  t h e  u p d a t e d  p l a n  to  t h e  g o v e r n o r  a n d  t h e  l e g i s l a t u r e  b y  D e c e m b e r  | o f  e a c h  y e a r .  •§ 2  c h  1 53 S I , A  198-1)

$ 4 2 . 4 0  51
S e c .  4 2  a p p l y  a l l  t o w a r d  n ci s s u e  s h a  a s s e t s ,  m i  n e s s  f o r  r  c r e d i t  o! p e r s o n

S L A  I2S

S e c .  4' a n d  i r . u v  a g e n t  e :  l i a b i l i f . e  p e r s o n  s o n  is  i n  g o o d  o f f i c i i *  
tb' Tr.p e r s o n a l  a n  a c t : ,  n o r t e c  n f o r .  - r -.- f r o m  o x  • u d i r m e '  i n s u r a r .  
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§ 42.40.90ri P udlic U tilities anii C arriers § 42.40.920

S e c .  4 2 . 4 0 . 9 0 5 .  N o t i c e  o f  l e g a l  a c t i o n s ,  (a) T h e  c o r p o r a t i o n  s h a l l  n o t i f y  t h e  D e p a r t m e n t  o f  L a w  w i t h i n  3 0  d a y s  b e f o r e  i n i t i a t i n g  l e g a l  a c t i o n  u n l e s s  s p e c i a l  c i r c u m s t a n c e s  e x i s t  t h a t  r e q u i r e  i m m e d i a t e  l e g a l  a c t i o n  t o  p r o t e c t  t h e  c o r p o r a t i o n  a s s e t s  o r  t o  c o n t i n u e  e x i s t i n g  s e r v i c e .(b ) I f  n o t i c e  o f  l e g a l  a c t i o n  i s  n o t  g i v e n  u n d e r  (a) o f  t h i s  s e c t i o n ,  w i t h i n  s e v e n  d a y s  o f  t a k i n g  a c t i o n  t h e  b o a r d  s h a l l  n o t i f y  t h e  D e p a r t ­m e n t  o f  L a w  o f  t h e  a c t i o n  t a k e n  a n d  o f  t h e  s p e c i a l  c i r c u m s t a n c e s  t h a t  e x e m p t e d  t h e  a c t i o n  f r o m  t h e  r e q u i r e m e n t s  o f  (a)  o f  t h i s  s e c t i o n .  (§ 2 c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 9 1 0 .  J E x e m p t i o n  f r o m  t a x a t i o n . ' a i  T h e  e x e r c i s e  o f  t h e  p o w e r s  g r a n t e d  b y  t h i s  c h a p t e r  s h a l l  b e  i n  a l l  r e s p e c t s  f o r  t h e  b e n e f i t  o f  t h e  p e o p l e  o f  t h e  s t a t e ,  f o r  t h e i r  w e l l - h e i n e  a n d  p r o s p e r i t y ,  a n d  foi  t h e  i m p r o v e m e n t  o f  t h e i r  s o c i a l  a n d  e c o n o m i c  c o n d i t i o n s .  S u b j e c t  t o  i b '  o f  t h i s  s e c t i o n ,  t h e  r e a l  a n d  p e r s o n a l  p r o p e r t y  o f  t h e  r o r n n r n n n n  a n d i t s  a s s e t s ,  i n c o m e ,  a n d  r e c e i p t s  a r e  e x e m p t  f r o m  a l l  t a x i w  a n d  < p e r i n i a s s e s s m e n t s  o f  t h e  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s l a t e .( b l  B o n d s  a n d  n o t e s  i s s u e d  u n d e r  t h i s  c h a p t e r  a r e  i s s u e d  b v  a  b o d y  c o r p o r a t e  a n d  p u b l i c  o f  t h e  s t a t e  a n d  fo r  a n  e s s e n t i a l  p u b l i c  a n d  g o v ­e r n m e n t a l  p u r p o s e .  T h e r e f o r e ,  t h e  b o n d s  a n d  n o t e s ,  t h e  i n t e r e s t  a n d  i n c o m e  f r o m  t h e m ,  a n d  a l l  f e e s ,  c n a r c e s ,  f u n d s ,  r e v e n u e ,  i n c o m e  a i ~o t h e r  m o n e y  p l e d g e d  o r  a v a i l a b l e  t o  p a v  o r  s e c u r e  t h e  p a v m e n t  o f  t h e  b o n d s  a n d  n o t e s  o r  i n t e r e s t  o n  t h e m ,  a r e  e x e m p t  f r o m  t a x a t i o n  e x c e m  f o r  i n h e r i t a n c e ,  t r a n s f e r ,  a n d  e s t a t e  t a x e s(c) T h i s  s e c t i o n  d o e s  n o t  a f f e c t  o r  l i m i t  a n  e x e m p t i o n  f r o m  l i c e n s e  f e e s ,  p r o p e r t y  t a x e s ,  o r  e x c i s e ,  i n c o m e  o r  o t h e r  t a x e s ,  p r o v i d e d  u n d e r  a n y  o t h e r  l a w ,  n o r  d o e s  i t  c r e a t e  a  t a x  e x e m p t i o n  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  o f  a n y  b u s i n e s s  e n t e r p r i s e  o r  o t h e r  p e r s o n ,  o t h e r  t h a n  t h e  c o r p o r a t i o n .  <8 2 c h  1 5 3  S L A  1 9 8 4 '
S e c .  4 2 . 4 0 . 9 2 0 .  A p p l i c a t i o n  o f  e x i s t i n g  l a w s ,  t a i  f n e  c o r p o r a t i o n  i s  n o t  s u b j e c t  t o  t h e  j u r i s d i c t i o n  o f  t h e  A l u s k a  T r a n s p o r t a t i o n  C o m m i s ­s i o n .i b i  [ E f f e c t i v e  J u l y  1, 1 9 8 7 1  U n l e s s  s p e c i f i c a l l y  p r o v i d e d  o t h e r w i s e  i n  t h i s  c h a p t e r ,  t h e  f o l l o w i n g  l a w s  d o  n o t  a p p l y  to  t h e  o p e r a t i o n s  o f  t h e  c o r p o r a t i o n :  .. ." I l l  A S  19;  -  4 i f t U I C i U J S  *? T C ' f U t r

life

2) A S  3 0 . 1 5 ;  '  tfd h P t r S  + ; p h < p p > ^  -  - ■ { « *  m c T l ' O  /f<rr-5+n«31 A S  3 5 ;  -  R f t M t i  M i M c M  X l A f W l t t  r V w t C(41 A S  3 6 . 3 0 .  e x c e p t  u s  s j r u n f i c a i h  p r o v i d e d  i n  t h a t  c h a p t e r ;  — C c ' f t i ^ T T t e X *‘ 3  3 7 . 0 5 ;  f  | fv * —  : - fe w < U A  e i - A J  
3 3 7 . 0 7 ;  "Ty^t, .5>vuL^€.+" Ac-H _ v

(5) A S  ( 6 i  A S<7> A S  3 7 . 1 0 . 0 1 0  —  3 7 .1 0 .0 1 ) 0  
18 ) A S  3 7 . 1 0 . 0 8 5 ;  -  F t o i .  .<91 A S  3 7 . 2 0 :  ~  A c C - t f h £ - * c c - r r LV ,

' 1 9
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§  4 2 . 4 0 . 9 3 0 A l a s k a  s t a t u t e s  S u p p l e m e n t 5} 4 2 . 4 0 . 9 4 0
(1 0 ) A S  3 7 . 2 5 ;  “  0W wfa/hM >  A C  fltfV T tj T m / l t n - ' V( 1 1 )  A S  3 8 ;  —  ?\M4L U\aJ4(1 2 )  A S  4 4 . 6 2 . 0 1 0  —  4 4 . 6 2 . 3 2 0 .  (§  2  c h  1 5 3  S L A  1 9 8 4 ;  n m  *  4 1 c h  1 0 6  S L A  1 9 8 6 )  - / w h w i  Paced uw >  A cr.

" t  ( (W k p w e i
E f f e c t  o f  umcndmcnU).  — The 1980 

amendment, effective J u ly  1. 1987, in­
serted paragraph (4) of subsection (b) and 
redesignated the following purugrnpha ac­
cordingly.

E d i t o r ’s  n otes .  — Prior to J u l y  1. 1987, 
subsection <b) read a s  follows: "(h) Unless 
specifically  provided otherwise in this 
chapter,  the following laws do not apply to 
the operations of  the corooration "111 A S 19;

"(2) AS 30.15;
"(3) A S  35;
"(4) A S 37.05;
"(5) A S 37.07;
"(6) A S  37.10.010 — 37.10.080; 
"(7) A S  37.10.085;
"(8) AS 37.” 0:
'(9) A S  37.25 
< 101 A S  38;

'(ID A S 44 82 Os i — 14 82 320"

S e c .  4 2 . 4 0 . 9 3 0 .  C o n f l i c t i n g  l a w s  i n a p p l i c a b l e ,  i f  p r o v i s i o n s  o l  A S  4 2 . 4 0  c o n f l i c t  w i t h  t h e  p r o v i s i o n s  o f  o t h e r  s t a t e  l a w ,  t h e  p r o v i s i o n s  o f  A S  4 2 . 4 0  p r e v a i l .  P r o v i s i o n s  o f  A S  4 2 . 4 0  s h a l l  b e  c o n s t r u e d  s o  t h a t  t h e y  d o  n o t  c o n f l i c t  w i t h  4 5  U . S . C .  1 2 0 1  —  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .  I S  2 c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 9 3 5 .  R a i l r o a d  f a c i l i t i e s  c o d e  c o m p l i a n c e ,  u v  N o t  l a t e r  t h a n  t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r  t h e  c o r p o r a t i o n  i n  c o n ­s u l t a t i o n  w i t h  t h e  D e p a r t m e n t  o f  L a b o r  s h a l l  d e v e l o p  a n d  a d o p t  a  p i a n  to  a c h i e v e  c o m p l i a n c e  w i t h  A S  1 8 . 6 0 .  T h e  p l a n  s h a l l  b e  i m p l e m e n t e d  a n d  c o m p l i a n c e  a c h i e v e d  w i t h i n  f i v e  y e a r s  a f t e r  i t  i s  a d o p t e d .(b )  N o  l a t e r  t h a n  t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r ,  t h e  c o r p o r a ­t i o n  i n  c o n s u l t a t i o n  w i t h  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  a n d  a p p r o ­p r i a t e  m u n i c i p a l  o f f i c i a l s ,  s h a l l  d e v e l o p  a n d  a d o p t  a  p l a n  t o  a c h i e v e  c o m p l i a n c e  w i t h  b u i l d i n g  a n d  r e l a t e d  s a f e t y  c o d e s  a p p l i c a b l e  t o  f a c i l i ­t i e s  o f  t h e  c o r p o r a t i o n .  T h e  p l a n  s h a l l  b e  i m p l e m e n t e d  a n d  c o m p l i a n c e  a c h i e v e d  w i t h i n  f i v e  y e a r s  a f t e r  i t  i s  a d o p t e d .  I n  t h e  s o l e  d e t e r m i n a ­t i o n  o f  t h e  c o m m i s s i o n e r  o f  p u b l i c  s a f e t y ,  a n y  e x i s t i n g  b u i l d i n g  o w n e d  o r  c o n t r o l l e d  b y  t h e  c o r p o r a t i o n  t h a t  d o e s  n o t  p r e s e n t  a  s e r i o u s  s a f e t v  h a z a r d  a n d  f u r  w h i c h  c o m p l i a n c e  w o u l d  b e  u n e c o n o m i c a l  i n  c o n s i d e r ­a t i o n  o f  i t s  r e m a i n i n g  u s e f u l  l i f e  s h a l l  b e  e x e m p t e d  f r o m  c o m p l i a n c e  w i t h  s t a t e  n r  m u n i c i p a l  s a f e t y  c o d e s  i S 2  c h  1 5 3  S L A  1 9 8 4  •

C S e c .  4 2 . 4 0 . 9 4 0 .  S a l e  o r  l e a s e  o f  t h e  r a i l r o a d )  l a )  T h e  g o v e r n o r  m a y  p r o v i d e  f o r  t h e  s a l e  o r  l e a s e  o f  t h e  A l a s k a  R a i l r o a d  a n d  d i s s o l v e  t h e  c o r p o r a t i o n  i f(1) i t  c a n  h e  a s s u r e d  t h a t  t h e  r a i l r o a d  w i l l  c o n t i n u e  t o  o p e r a t e  a f t e r  t h e  s a l e  o r  l e a s e ;  a n d
(2) under the te rm s o f the sale nr lease, the s ta le  w ii l rece ive the 

am oun t o f money it has spent m connection w ith  the A la ska R a ilroad
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(b) A  s a l e  u n d e r  t h i s  s e c t i o n  i8  s u b j e c t  t o  a p p r o v a l  b v  l a w .  2  c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 9 5 0 .  R e v e r s i o n  o f  a s s e t s .  E x c e p t  a s  p r o v i d e d  i n  A S  4 2 . 4 0 . 9 4 0 ,  i f  t h e  c o r p o r a t i o n  c e a s e s  t o  e x i s t  i t s  a s s e t s  r e v e r t  t o  t h e  s t a t e .  <$ 2  c h  1 5 3  S L A  1 9 8 4 )
S e c .  4 2 . 4 0 . 9 8 0 .  D e f i n i t i o n s .  I n  t h i s  c h a p t e r  u n l e s s  t h e  c o n t e x t  o t h ­e r w i s e  r e q u i r e s ,(1) " b o a r d "  m e a n s  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ;(2) " b o n d s ”  m e a n s  b o n d s ,  b o n d  a n t i c i p a t i o n  n o t e s ,  n o t e s ,  r e f u n d i n g  b o n d s ,  o r  o t h e r  o b l i g a t i o n s ;(3 ) " c o l l e c t i v e  b a r g a i n i n g ”  m e a n s  t h e  p e r f o r m a n c e  o f  t h e  m u t u a .  o b l i g a t i o n  o f  t h e  c o r p o r a t i o n  o r  i t s  d e s i g n a t e d  r e p r e s e n t a t i v e s  a n d  t h e  r e p r e s e n t a t i v e s  o f  t h e  e m p l o y e e s  t o  m e e t  a t  r e a s o n a b l e  t i m e s ,  i n c l u d ­i n g  m e e t i n g s  i n  a d v a n c e  o f  t h e  b u d g e t  m a k i n g  p r o c e s s ,  a n d  n e g o t i a t ­i n g  i n  g o o d  f a i t h  w i t h  r e s p e c t  t o  w a g e s ,  h o u r s ,  a n d  o t h e r  t e r m s  a n d  c o n d i t i o n s  o f  e m p l o y m e n t ,  o r  t h e  n e g o t i a t i o n  o f  a n  a g r e e m e n t ,  o r  n e ­g o t i a t i o n  o f  a  q u e s t i o n  a r i s i n g  u n d e r  a n  a g r e e m e n t  a n d  t h e  e x e c u t i o n  o f  a  w r i t t e n  c o n t r a c t  i n c o r p o r a t i n g  a n  a g r e e m e n t  r e a c h e d  i f  r e q u e s t e d  b y  e i t h e r  p a r t y ,  b u t  t h e s e  o b l i g a t i o n s  d o  n o t  c o m p e l  e i t h e r  p a r t y  t o  a g r e e  to  a  p r o p o s a l  o r  r e q u i r e  t h e  m a k i n g  o f  a  c o n c e s s i o n :(4) " c o r p o r a t i o n "  m e a n s  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ;(5) " d a t e  o f  t r a n s f e r "  m e a n s  t h e  d a t e  o n  w h i c h  t h e  U n i t e d  S t a t e s  S e c r e t a r y  o f  T r a n s p o r t a t i o n  d e l i v e r s  t h e  t r a n s f e r  d o c u m e n t s  u n d e r  4 5  U . S . C .  1 2 0 1  —  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;• 6) " e m p l o y e e s "  m e a n s  a l l  p e r s o n s  e m p l o y e d  b y  t h e  c o r p o r a t i o n  i n ­c l u d i n g  e x e c u t i v e  o f f i c e r s ;(7) " e x e c u t i v e  o f f i c e r "  m e a n s  t h e  c o r p o r a t i o n ' s  c h i e f  e x e c u t i v e  o f f i -  c e r ,  a s s i s t a n t  c h i e f  e x e c u t i v e  o f f i c e r ,  a s s i s t a n t  t o  t h e  c h i e f  e x e c u t i v e  o f f i c e r ,  c h i e f  o f  a d m i n i s t r a t i o n ,  s u p e r i n t e n d e n t  o f  t r a n s p o r t a t i o n ,  m a n a g e r  o f  m a r k e t i n g  a n d  s a l e s ,  c h i e f  e n g i n e e r ,  c h i e f  m e c h a n i c a l  o f f i c e r ,  m a n a g e r  o f  i n d u s t r i a l  d e v e l o p m e n t  a n u  r e a l  e s t a t e ,  m a n a g e r  o f  b u d g e t  a n d  a c c o u n t i n g ,  m a n a g e r  o f  p l a n n i n g ,  m a n a g e r  o f  p e r s o n ­n e l .  m a n a g e r  o f  s u p p l y  a n d  p r o c u r e m e n t ,  c h i e f  o f  s e c u r i t y ,  m a n a g e r  o f  o p e r a t i n g  r u l e s ,  m a n a g e r  o f  d a t a  p r o c e s s i n g ,  m a n a g e r  o f  s t r a t e g y ,  m a n a g e r  o f  o p e r a t i o n s  p l a n n i n g ,  m a n a g e r  o f  s u p p l y ,  m a n a g e r  o f  p r o ­c u r e m e n t ,  m a n a g e r  o f  s a f e t y ,  m a n a g e r  o f  a d m i n i s t r a t i v e  p r o c e d u r e ,  c h i e f  c o u n s e l ,  o r  i f  s o  d e s i g n a t e d  b y  t h e  b o a r d ,  a n y  e m p l o y e e  w h o  f u l f i l l s  t h e s e  m a n a g e m e n t  f u n c t i o n s  u n d e r  a  d i f f e r e n t  t i t l e  o r  w h o  e x e r c i s e s  a  s i m i l a r  o r  c o m p a r a b l e  l e v e l  o f  r e s p o n s i b i l i t y  o r  s u p e r v i ­s i o n ;' H i  " l a n d '  m e a n s  a n y  i n t e r e s t  m  r e a l  p r o p e r t y ,  i n c l u d i n g  t u i e  a n t i  s u b m e r g e d  l a n d .  , m d  a n y  r i g h t  a p p u r t e n a n t  ro  t h e  i n t e r e s t .

2 2 1
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M E M O R A N D U M Dec em be r 11, 1986

SUBJECT: A l a s k a  Railr oad C o r po r at io n  A ct
(Work Order No. 15-0271)

TO: Represe nt a ti v e Bette Cato

FROM: George U t e r m o h l e ^ V
L e g is la t iv e  Counsel

Yo u ha v e  asked a n u m b er  of questions re ga r di ng  the A l as ka  
F u i l ro a d Co r po ra ti on ( A R R ) . This m e m o r a n d u m  is in answer to 
those questions.

ONE: '[THAT ARE THE L EGAL A ND  E CONO MI C EF FE CT S OF THE
E XEMPTIONS CONTAINED IN AS 42.40.920?

AS 42.40.920 spe cif ic al ly exempts A R R  from com pliance  wi t h 
eleven parts of the statutes.

(1) AS 19

AS 19 addresses hig hways and ferries. G e n e ra l ly  AS 19 is 
irrel evant to ARR, however there are some sections that 
could affect r ai lr oad operations. In AS 19.05 - 19.40 
"utility" is defined to include railroads, so that those 
provis ions of AS 19 ad dressing the in te ractions b e t w ee n  the 
D epartment of T r an s p o r t a t i o n  and Public Facilities (DOTPF) 
and ut il ities also apply to railroads. In parti cu la r 
AS 19.25.010 - 19.25.020 provides that u ti liti es  m ay be 
located in hi g hw a y right- of -w ays w i t h  the approval of DOTPF 
and that utilities can be re moved from h i gh w ay  righ t- of -wavs 
if n e c e s s a r y  to construct or repair highways.

The economic effect of this pr ov ision is to free A R R  from 
the o b l ig a ti o n to consult with DOTPF before locating its 
tracks w i t h i n  a h i g h w a y  ri g ht - of - wa y or to remove tracks 
from a h i g h w a y  right-of-way. The e xe m pt io n puts A R R  in a

/ better p o s i t io n  to negoti at e w i t h  DOTPF for relocation of
^  tracks from high w a y right-of-ways, so that DOTPF ma v ha ve to
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bear a larger po rt i on  of the cost of relocation. If A R R  did 
not hav e this exemption, it w o u l d  be in the same position as 
other utilities such as power companies, gas companies, and 
other railroads.

(2) AS 30.15

AS 30.15 provides for state pa rt ic i pa t io n  in port d e v e l o p­
ment projects  by authorizing grants to municipalities. The 
se le ct ion and support of port de ve lopment projects is s u b­
ject to some control by DOTPF. A R R  is exempted from this 
process for port development.

This exempti on  enhances the autono my  of ARR more than it 
pro motes economic efficiency of the railroad. Wi th out the 
ex emption A RR  m a y  have its port development projects c o m­
pli cate d  by  cooperation wi th  mun ic i pa l it i es  and DOTPF, but 
the economi c cost of the cooperat io n should not be s i g n i f i­
cant .

(3) AS 35

AS 35 relates to the constr uction of public facilities. ARR 
is exempt from several significant provisi on s of this title.

AS 35.05.010 designates DOTPF as the agency res po nsible for 
c on st ru ction of public works in the state.

AS 35.10.015 delegates res po n si b il i ty  for en forcement of 
regulations for ha nd icappe d access to Dublic buildings to 
DOTPF.

AS 35.10.025 requires that state facilities comply wi t h 
local b uildin g codes.

AS 35.10.090 - 35.10.120 makes DOTPF resp onsible for e s t a b­
lishing priorities for port development and for applying for 
federal funds for harbor facilities.

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

AS 35.27.020 requires that one per cent of the constr uction 
cost of public facilities be al lo cated to art in public 
places.
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AS 35.30 req uires that DOTPF and U ni v er si t y of Alas k a  b u i l d­
ing projects receive the approva l of m u ni cipal planning 
a u t h o r i t i e s .

A R R  receives a consid er ab le economic benefit from the 
exemptions from state h a n di c ap p ed  access regulations, p a r­
ticipation in the one-per cent-for-art  program, and c o m p l i­
ance w i t h  mu ni c ip a l bu il ding codes and planning ordinances.

The ex emption fro m state hand i ca p pe d access regulations may 
not m e a n  any real economic be nefit to ARR. ARR is still 
subject to federal re gu la tions re g ar d in g handicapp ed  access 
to federally licensed common carriers and to demands of the 
mar ket that the r ailro ad  serves.

(4) AS 37.05

AS 37.05 is the Fiscal Procedures Act. The act requires 
that state agencies submit annual financial reports and 
statements. The act also makes the De partment of A d m i n i s­
tration responsible for accounting, public records, p u r c h a s­
ing, and space leasing for state agencies. AS 37.05.230 
requires comp etitive bi dding for goods and services p u r­
chased by state agencies and grants a bidder's prefe re nce to 
A l a sk an  businesses. AS 37.05.230 w i l l  be repealed on July 
1, 1987 and re placed by provisi on s of tne State Procurement 
Code (AS 36.30).

This e xe mpti on  gives greater auto no my  to ARR, but d o e c not 
confer a m ea surable  economic benefit on ARR.

(5) AS 37.07

AS 37.07 is the Executive Budget Act. Ti.e act requires the 
gov ernor to prepare and the legislat ure to re view budgets 
for state agencies. The effect of this exempt io n is to 
assure the autonomy of ARR. There is no significant economic 
benefit to ARR as a result of this exemption.

(6) AS 37.10.010 - 37.10.060

AS 37.10.010 - 37.10.060 requires the Department of A d m i n i s­
tration to disburse m o ne y  for state agencies and the D e p a r t­
ment of Revenue to deposit in the state treasury all money 
received by state agencies. The exe mp tion from these p r o­
visions assures autonomy  for ARR w i t h ou t  conferring an 
economic benefit.
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(7) AS 37.10.085

AS 37.10.085 prohibits the state from subscribing to capital 
stock of corporations, from lending credit to corporations, 
and from bo rr owing m on ey  for the use of a corporation. This 
exemption permits A R R  to invest its funds in corporations 
and enhances the auto no my chat A R R  has over its own capital.

(8) AS 37.20

AS 37.20 esta blishes procedures for receipt of money, p r o p­
erty, and land from the federal government. This exemption 
allows A RR  to receive aid from the federal government w i t h­
out havi ng to receive the aid through the governor, D e p a r t­
ment of Ad mi ni stration, or the Departm en t of Natural Resources 
This ex em ption enhances the auto nomy of ARR by freeing ARR 
from h a vi ng  to cooperate w i t h  other agencies in order to 
receive federal aid. There is no pa rt i cu la r  economic benefit 
to R assoc i at e d w i t h  this ex e mption because AR R  could still 
receive federal aid through the processes established in 
AS 37.20.

(9) AS 37.25

AS 37.25 establishes the lapse date for one year a p p r o p r i a­
tions and for capital appropriations. This exemp tion makes 
it n e ce ss ary for an app ro p ri a ti o n to A R R  to specifically 
designate a lapse date.

(10) AS 38

AS 3S relates to the ma na g em en t  of state lands. Under AS 38 
land in the public domain is m a n a g ed  by the Department of 
Natural Resources. The dis posal of state land to private 
owners and to m u ni c ip a li ti e s and the exchange of land 
between state, federal, and mu ni c ip al  governments and p r i­
vate landowners is also cont ro ll ed under AS 38.

Most provisions of AS 38 w o u l d  affect ARR only indirectly bv 
establishi ng  procedures for the use and manaeement  of r a i l -’ 
road lands. However AS 38.3 5.020 provides for pipeline richt- 
of-ways across state lands including r a il ro ad lands. 8v 
exempting AR R from the pipeline ri g ht - o f - w a y  provisions a 
pipeline company must ne g otiat e a r i gh t - o f - w a y  across r a i l­
road lands just as if ARR was a private company.
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The e x em p ti o n from AS 38 enhances the au t on o my  of A RR  by 
allo wi ng  A R R  to man ag e  its own land. The exemption does not 
confer a direct economic be ne fi t on ARR, but m a y  indir ectly 
result in savings for land m an a ge m e n t  costs associated w i t h  
the d e ta i l e d  notice and pu bl ic hearin g require me nt s of AS 38.

(11) AS  44.62.040 - 44.62.320

AS 44 .6 2.040 - 44.62.320 relates to the procedures for the 
ado pt i on  of regulations and for pu blic meetings. The o p e r a­
tion of A R R  is co ntrolled by rules a d o pt e d by  the Board of 
the co rp or a ti on  in accorda nc e wi th  the procedures set out in 
AS 42.40,180. The procedures under AS 42.40.180 are a n a l o­
gous to the procedures requir ed  by the Admin is t r at i ve  P r o c e­
dures Act (AS 44.62) but are mu ch  less de ta iled regarding 
the noti c e  requi red and the timing of the process.

The R a i l r o a d  Labor Relations Agency, however, must fully 
comply w i t h  the Ad m in i st r at iv e  Proce dures Act.

AR R is also exempt from the "open m e e t in g s"  law (AS 44.62.310) 
However A R R  is subject to AS 4*2.40.150 and 42.40.170 w h i c h  
are an al ogous to the open meetings law. Unless the bo ar d  of 
the corpo ra t io n  is di scussing pr iv i l e g e d  or confidential 
information, the b oa rd  must discuss its business in public.

The e x em p ti o n from the provisions of the Admini s t ra ti v e P r o­
cedures Act relating to a doption  of reg ulations  simplifies 
the process for m a ki ng  rules g o vernin g the railroad. The 
economic impact of this exemption is that A R R  does not incur 
the costs associ at ed  w i t h  the complex proce du re s requir ed  to 
adopt regulat io ns  unde r AS 44.62.

The exe mp t io n  from the "open me e t in g s"  law enhances the 
autonomy of A RR  by freeing the rai lroad's d ec ision-m ak in g 
process from the statute applica bl e to other government 
agencies. However, since ARR is r e q u i re d  to hold open m e e t­
ings under its own legislation, there is no real difference 
be tween ARR and other state agencies.

(12) AS 36.30

Ef fe ct ive July 1, 1987 ARR will be exempt from the State 
Procurement Code. H o w e v e r , ARR must adopt procurement p r o­
cedures w h i c h  are substantially equiva le nt  to the procedures 
contained in the State Procurement Code and the regulations 
adopted under the aut hority of the Code. (AS 3 6 . 3 0 . 0 1 5 t e) '
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Since A R R  must adopt procurement proced u re s  equivalent to 
the State Pr oc urement  Code, A R R  is not truly exempt.

The only effect of this ex e mp t io n  is that it reflects the 
legislature's ackno wl edg ement of the r e l a t i v e l y  independent 
status of ARR.

TWO: Y OU  HAVE  STATED THAT YOU WOULD LI KE  TO SEE ARR PROVIDE
MORE INF OR M A TI O N ON ITS REVENUES, RATES, FINANCES, AND 
OPERATIONS. THE FOLLOWING IS A  SUMMARY  OF REPORTS REQUIRED 
OF ARR.

Nin et y days after the end of ARR's fiscal year on December 
31 A RR  must prepare an annual report r e l a ti n g to the o p e r a­
tions an d  financial conditions of ti.e corporation.
(AS 42.40.260) Every five years the annual report must c o n­
tain a repo rt  on offers to sell the railroad. The annual 
report is subject to re strictions on the release of c o n f i­
dential inf ormatio n (AS 42.40.220); these restrictions m a y  
limit the in formational value of the annual report.

ARR must pr ep ar e an oversight repo rt  w h e n  a significant and 
perma nent expansion, reduction, or di ve r s i f i c a t i o n  is made 
in the level and nature of services p r o v i d e d  and when the 
ARR applies to the legislature for a subsidy to provide rail 
service. (AS 42.40.280) The report mu st  include discussions 
on the financial impact the railroad, on the impact of the 
action on the level and nature of services, on the reasons 
for the action, on whether and w h e n  the pr oj e c t will be self- 
supporting, and on whether the subsid y has be en  calculated 
in accordan ce  wi t h  the standards of the In terstate Commerce 
Commission. ARR has not be en  r e q ui r ed  to pr epa re an o v e r­
sight report to date.

ARR must prepare a five year ca pital improveme nt  plan and 
update it annually. (AS 42.40.290) The plan must explain 
the ma nn er  in which, the ARR  will achieve the purposes of the 
Alaska Rai l ro a d Corp oration Act. A R R  m u s t  submit the report 
to the legislature by December 1 of each year. ARR  has p r e­
pared the five year plan and at least one annual u p d a t e .’
The update for 1986 has not been r e l ea se d  yet.

The governo r is required to contract with a pr iv at e  c o ns ul­
tant for a special report on the long term operations of the 
railroad that are in the best interest of the state. The 
report must include specific recom mendatio ns  on operational 
alt ernatives and on transfer of all or part of  the railroad
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op erat i on s  to the private sector. The report is due February 
1, 1987. The funds for this report lapsed without being 
spent. The consul ta nt  was nev er  hired. This report has not 
bee n and is not likely to be completed.

THREE: W H A T  A R E  THE REQUIREMENTS FOR THE SALE OF THE R A I L­
ROAD? WHAT IS THE TIME FRAME? W H A T  HAS BEEN DONE TO DATE? 
W H A T  H A P P E N S  IF ARR DOES NOT C OMPLY W I T H  THE STATUTE?

Th ere is no specific requirement that the railroad be sold.
AS 42. 40 .940 authorizes the go ve r no r  to sell or lease the 
r a i l r o a d  and dissolv e the A la s ka  Rail ro a d Corporation if

(1) it can  be assured that the r ailroad  will continue 
to op er ate after the sale or lease; and

(2) u nd e r the terms of the sale or lease, the state 
w i l l  rec ei v e the amount of m o n e y  it has spent in c o n­
ne c t i o n  w i t h  the Al as ka Railroad.

Th e l e g is l at u re  must approve any sale.

AS 42.40.260(b) requires AR R to includ e in its annual report 
once e ve ry  five years

an analy si s of po tential sale arrangements wh e re b y the 
c o r p o r a t i o n  may be tra ns f e rr e d into private ownership.
T he  a na ly sis shall include d o c u me n ta t io n  of at least 
three offers to sell the c or p or a ti o n initiated by the 
c o r p o r a t i o n  during the last five years.

This languag e can be construed as a req ui rement that ARR 
m ak e  three offers to sell the r a i l r oa d every five years, but 
this language does n ot  require the r ailr oa d to be scld.

There is no time period in w h i c h  the r ailroad  must be sold.
The onl y time perio d involved is the requirement that ARR 
report on three offers to sell the rail ro ad every five years.

To date ARR has made no offers to sell the railroad. The 
annual report containing in f or ma tion on offers to sell the 
ra il r oa d  is due by 1990.

AS 42.40 con tains no sanctions for failure to sell the r a i l­
road or to make the offers to sell the railroad. If ARR 
does not ma k e the offers to sell the railroad, the only result 
w i l l  be that the railroad will not be sold.
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A L A S K A  R A I L R O A D  c o r p o r a t io n

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

VIA TELECOPY 
March 5, 1987

Honorab le  Be t t e  Ca to ,  Chairman 
House T r a n s p o r t a t i o n  Committee 
Alaska S t a t e  L e g i s l a t u r e  
P.O.  Box V
Juneau,  A laska  99811
Re: HB 100 ,  An Act R e l a t i n g  to  the Annual Repo r t  or the

A laska  R a i l r o a d  C o rp o r a t i o n
Dear R e p r e s e n t a t i v e  Cato,
We under s tand t h a t  on F r i d a y ,  March 6,  1987 ,  the House
T r a n s p o r t a t i o n  Committee w i l l  be c o n s i d e r i n g  HB 100 which 
p roposes some changes to  the annual  r e p o r t  o f  the Alaska
R a i l r o a d  C o rp o r a t i o n  ( "ARRC" ) .  We a re  h ope fu l  th a t  the 
committee w i l l  f i n d  the C o r p o r a t i o n ' s  p o s i t i o n  paper u s e f u l  as i t  r ev iews the b i l l .
U n f o r t u n a t e l y ,  F rank  Tu rp in  I s  out o f  town and i s  unab le  t o  
p re sen t  our  comments p e r s o n a l l y .  However,  I know tha t  he would 
want me to  extend h i s  bes t  r ega rd s  and to thank you f o r  your 
cont inued i n t e r e s t  in R a i l r o a d - r e l a t e d  a c t i v i t i e s .
Because o f  t r a v e l  budget c u t s ,  we do not c u r r e n t l y  p l an to  send
an ARRC r e p r e s e n t a t i v e  to  the h e a r i n g ,  but can a r r ange  i t  i f
you b e l i e v e  a R a i l r o a d  p resence i s  impe r a t i v e .  As an 
a l t e r n a t i v e ,  our  D i r e c t o r  o f  A d m in i s t r a t i o n ,  Jim B las ingame,  o r  
1 w i l l  be a v a i l a b l e  du r ing  F r i d a y  a f t e r n o o n  to answer ques t i on s  
o r conce rns gene rated  by the p o s i t i o n  pape r .  Our t e l ephone
numbers a r e  265 -2 425  and 2 6 5 - 2 4 6 1 ,  r e s p e c t i v e l y .
Thank you v e r y  much.

cc:  F.  G. Tu rp in ,  P r e s i d e n t  S CEO
38971
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HQUSB BILL NO. 100
An Act R e l a t i n g  to  the Annual  

Repo r t  o f  the Alaska  R a i l r o a d  C o r p o r a t i o n
I . I n t r o d u c t i o n
The A laska  R a i l r o a d  C o rp o r a t i o n  Act ("ARCA") r e q u i r e s  the 

Board o f  D i r e c t o r s  o f  the A laska  R a i l r o a d  C o r p o r a t i o n  ("ARRC") 
to  p repa re  and d i s t r i b u t e  an annual  r e p o r t  to  the gove rno r  and 
l e g i s l a t u r e  w i t h i n  90 days f o l l o w i n g  the end o f  each c o r p o r a t e  
f i s c a l  y e a r .  HB 100 p roposes  amendments t o  ARCA's annual  
r e p o r t  s e c t i o n ,  AS 4 2 . 4 0 . 2 6 0 ( a ) ,  which a re  intended to  add 
s e v e r a l  i tems which must be d i scussed  in the r e p o r t .

The subs tance o f  these i tems appear t o  be g e n e r a l l y  covered 
in ARRC's annual  r e p o r t ,  l o ng - r ange  o r  f i v e - y e a r  c a p i t a l  
improvement and program p lan  and i t s  y e a r l y  upda tes ,  
per f o rmance and f i n a n c i a l  a u d i t s ,  and o p e r a t i n g  and c a p i t a l  
budgets .  However,  even i f  the same i n f o rm a t i o n  may be l a r g e l y  
a v a i l a b l e  now, HB 100 r e f l e c t s  a d e s i r e  t h a t  a l l  o f  i t  be 
combined in  the r a i l r o a d ' s  annual  r e p o r t .  Should the b i l l  be 
f a v o r a b l y  cons i de red  f o r  t h i s  r e a s on ,  ARRC re que s t s  th a t  the 
l e g i s l a t i o n  be amended to c a l l  f o r  the i tems to be p resented  in 
a supplement t o  the annual  r e p o r t .  Because yea r -end  f i n a n c i a l  
i n f o rm a t i o n  would a l s o  appear in t h i s  supp lement ,  we reques t  
th a t  120 days ,  r a t h e r  than 90 ,  be a v a i l a b l e  f o r  annual  r e p o r t  
p r e p a r a t i o n ,

I I . D i s cu s s i o n
P a r t  A o f  the f o l l o w i n g  d i s c u s s i o n  e x p l a i n s  c u r r e n t  ARCA 

goa l  s e t t i n g  and r e p o r t i n g  requ i r emen ts  in g r e a t e r  d e t a i l  and 
compares them to  HB 1 0 0 ' s  m o d i f i c a t i o n s  o f  the law. Pa r t  B 
d e s c r i b e s  changes to  HB 100 which w i l l  h e lp  m i t i g a t e  i t s  impact 
on ARRC o p e r a t i o n s  i f  the b i l l  i s  passed .

A. ARCA's P r e s en t  P l ann ing  and Repo r t i ng  
Requi rements

In s h o r t ,  HB 100 w i l l  r e q u i r e  th a t  ARRC's annual  r e p o r t  
i n c l u d e :

1. The Boa rd ' s  g o a l s  and o b j e c t i v e s ;
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2.  Proposed p l an s  t o  implement these g o a l s  ando b j e c t i v e s ;
3. A budget t o  c a r r y  out proposed p l a n s ;  and
4 .  A r e p o r t  o f  p a s t ,  p r e s e n t ,  and f u t u r e  r e c e i p t s  and

e x p e n d i t u r e s .
C u r r e n t l y ,  the c o r p o r a t i o n ' s  go a l s  and o b j e c t i v e s  and i t s  

p lans  to implement them a re  con ta ined  in i t s  l o ng - r ange  o r  
f i v e - y e a r  c a p i t a l  improvement and program p l a n .  Goa ls  and 
o b j e c t i v e s  a re  a l s o  d i scussed  in ARRC's annual  r e p o r t  and a 
c o n s u l t a n t ' s  management aud i t  measures ARRC's success in
a t t a i n i n g  them. Moreover ,  ARRC's budget i s  p repared  b e f o r e  the 
c l o s e  o f  each f i s c a l  y e a r ,  A r e p o r t  o f  r a i l r o a d  r e c e i p t s  and 
expend i t u r e s  appears  in  the y e a r l y  f i n a n c i a l  a ud i t  which i s  
pub l i s hed  in the annual  r e p o r t .  These p l a n s ,  r e p o r t s ,  a u d i t s ,  
and budgets a re p r e s e n t l y  a v a i l a b l e  t o  the gove rno r  and 
l e g i s l a t u r e  t o  a s s i s t  t h e i r  r ev i ew o f  r a i l r o a d  a c t i v i t i e s .

We have a t t ached ARRC's f i v e - y e a r  p l a n ,  1985 annual  r e p o r t ,  
pe r f o rmance a u d i t ,  and 1987 op e r a t i n g  and c a p i t a l  budget .  As 
no ted ,  the f i n a n c i a l  a ud i t  i s  pub l i sh ed  in  the annual  r e p o r t .

For examples o f  c u r r e n t  ARRC p lann ing  and r e p o r t i n g ,  the 
re ade r  may t u rn  to  ARRC's f i v e - y e a r  p l a n .  The p l an  must be 
updated a n n u a l l y  and cop ies  p rov ided  t o  the gove r no r  and 
l e g i s l a t u r e  by December 1 o f  each y e a r .  I t  "must e x p l a i n  the 
manner in  which the c o r p o r a t i o n  in tends  to  accomp l i sh  the 
purposes o f  t h i s  chap te r  and the c o r p o r a t i o n ' s  a n t i c i p a t e d  
c a p i t a l  improvements du r ing each o f  the f i v e  y e a r s  a f t e r  the 
p l an  i s  a d op t ed . "  AS 4 2 . 4 0 , 2 9 0 .

Co rpo ra te  g o a l s  and o b j e c t i v e s  a re  d i v i d ed  i n t o  f o u r  
c a t e g o r i e s ,  p h y s i c a l  p l a n t ,  r evenue ,  p e r s o n n e l ,  and gene r a l  on 
page f o u r  o f  the c u r r e n t  p l a n .  P h y s i c a l  p l a n t  g o a l s ,  f o r  
example ,  i n c l ud e  "Ma jo r  e f f o r t  to upgrade equipment t o  improve 
e f f i c i e n c y  and l ower maintenance c o s t s  w i l l  con t inue  th roughout  
the p l ann ing  p e r i o d . "  Page 5. E f f o r t s  t o  implement t h i s  goa l  
a re  e xp l a i n ed  in the P lans P r i o r i t y  and C l a s s i f i c a t i o n  o f  
C a p i t a l  s e c t i o n  and a l s o  appear in the form o f  a c a p i t a l  
spending program on page 18.

The c o r p o r a t i o n ' s  go a l s  f o r  1985 a l s o  appear  on page 4 o f  
the 1985 annua l  r e p o r t .  Goa ls  and accompl ishments a re 
d i scussed  by depar tment th roughout  the r e p o r t .  In a d d i t i o n ,  ARCA r e q u i r e s  th a t  the annual  r e p o r t  d e s c r i b e  the o p e r a t i o n s  
and f i n a n c i a l  c o n d i t i o n  o f  the c o r p o r a t i o n  du r ing  the p receding 
f i s c a l  y e a r .  The r e p o r t  must i t em i z e  the c o s t  o f  p r o v i d i n g  
each c a t e g o r y  o f  s e r v i c e  o f f e r e d  by the r a i l r o a d  and the income 
gene ra ted  by each c a t e g o r y .
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The goa l  o f  ’ ’mode rn i z ing  the r a i l r o a d ' s  r o l l i n g  s t o c k ,  
equipment and p h y s i c a l  p l a n t "  i s  r epea ted  in  the 1985 annual  
r e p o r t .  A d e t a i l e d  d i s c u s s i o n  o f  improvements and maintenance 
appears  in  the pe r f o rmance aud i t  as ano the r  means o f  measur ing 
goa l  a t t a i nmen t .  The op e r a t i n g  and c a p i t a l  budget l i s t s  those 
p r o j e c t s  and expend i t u r e s  which p ropose s p e c i f i c  a c t i o n s  to 
ach ieve upgrade and maintenance o b j e c t i v e s .

F i n a l l y ,  the budget and aud i t ed  ye a r -end  f i n a n c i a l  
s t a tement s  appea r ing  in the annual  r e p o r t  do s u b s t a n t i a l l y  
i n c l ude  the i n f o rm a t i o n  i d e n t i f i e d  by HB 1 0 0 ( s f i n a l  
p a rag raphs ,  ARRC's 1987 ope r a t i ng  and c a p i t a l  budget l i s t s  
those s e r v i c e s  each depar tment w i l l  p ro v i de  du r ing  the f i s c a l  
y e a r .  A manpower budget p r o j e c t s  the number o f  p e r s onne l
needed to accomp l i sh  o p e r a t i n g  and c a p i t a l  g o a l s .

Al though in s ep a r a t e  f o rma t s ,  r a i l r o a d  p l a n s ,  r e p o r t s ,
a u d i t s ,  and budgets a l r e a d y  l a r g e l y  cove r  the data and 
i n f o rm a t i o n  t a r g e t e d  by HB 100 .  However, the b i l l ' s  p r imary  
f ocu s  may be upon combining the i n f o rm a t i o n  i n t o  an en l a rg ed  o r  
supplemented annua l  r e p o r t .  Should HB 100 r e c e i v e  f a v o r a b l e
c o n s i d e r a t i o n  f o r  t h i s  o r  o t h e r  r e a s on s ,  t h e r e  a re two
m od i f i c a t i o n s  which would g r e a t l y  a l l e v i a t e  i t s  a n t i c i p a t e d  impact upon c o r p o r a t e  o p e r a t i o n s .

B. Proposed Amendments to  HB 100
F i r s t ,  because f i n a n c i a l  i n f o rm a t i o n  would be inc l uded  in  

the annual  r e p o r t ,  ARRC reques t s  t h a t  the r e p o r t  be due 120 
days ,  not 90 ,  f o l l o w i n g  the end o f  the r a i l r o a d ' s  f i s c a l  y e a r .  
By t h i s  t ime ,  aud i t ed  data would more l i k e l y  be a v a i l a b l e .  Our 
expe r i ence  l a s t  y ea r  i n d i c a t e s  th a t  90 days i s  not  a r e a l i s t i c  
d ead l i n e  g iven  the d e l a y s  i nhe re n t  in  e x h au s t i v e ,  e x t e r n a l  
f i n a n c i a l  r e v i ews .

Second,  we reques t  t h a t  the i n f o rm a t i o n  d i r e c t e d  by HB 100 
to be combined o r  p rov ided  in the annual  r e p o r t  a c t u a l l y  appear 
in a supp lement .  To e f f e c t  t h i s  change, HB 100 cou ld  be e a s i l y  
mod i f i e d  by adding "A supplement t o "  b e f o r e  "The r e p o r t "  in l i n e  18.

Al though p r i m a r i l y  a r e p o r t  to the gove rno r  and l e g i s l a t u r e  
(who, o f  c ou r s e ,  r e p r e s e n t  ARRC's " s h a r e h o l d e r s " ) ,  the annual  
r e p o r t  i s  a l s o  used as a market ing t o o l .  In the manner o f  
p r i v a t e  c o r p o r a t i o n s ,  ARRC p ro v ide s  cop ies  o f  i t s  annua l  r e p o r t  
t o  cus tomers ,  p o t e n t i a l  customers ,  c a r r i e r s ,  and government 
o f f i c i a l s  t o  promote and market i t s  o p e r a t i o n s  and s e r v i c e s .  
We a re  concerned t h a t  a vo luminous r e p o r t  w i l l  c on t a in  
i n f o rm a t i o n  o f  l i t t l e  i n t e r e s t  t o  such g roups ,  i n c r e a s e  
p u b l i c a t i o n  c o s t s ,  and s e r i o u s l y  damage t h i s  e f f e c t i v e  
marke t ing  t o o l .  On the o t h e r  hand, a supplemented r e p o r t  can be e a s i l y  and l e s s  e x p en s i v e l y  p rov ided  to meet l e g i s l a t i v e  needs ,  r i n a l l y ,  g o a l s  r e l a t e d  to  market s t r a t e g i e s  ana c o s t i n g
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models w i l l  c on t a i n  s e n s i t i v e ,  sometimes c o n f i d e n t i a l ,  
i n f o rm a t i o n  which shou ld not  be w ide l y  d i s s em ina ted .

C. F i s c a l  Impact o f  HB 100
Because we view the ta sk s  as l a r g e l y  a l r e a d y  r e qu i r e d  by 

p re sen t  law, f a v o r a b l e  c o n s i d e r a t i o n  and passage o f  a mod i f i e d  
HB 100 w i l l  m o s t l y  have an a d m i n i s t r a t i v e  impact upon ARRC. To 
the e x t e n t  t h a t  compos i tes  and a d d i t i o n a l  i n f o rm a t i o n  may be 
needed f o r  an supplemented annual  r e p o r t ,  we p r e s e n t l y  b e l i e v e  
t h a t  they  can be p rov ided  w i th ou t  a g r e a t  dea l  o f  a d d i t i o n a l  
expense in the a rea o f  s t a f f  and Board t ime ,  wo rdp ro ce s s i ng ,  copying ,  p r i n t i n g ,  and pos tage .

I I . Conclusion

HB 100 r e q u i r e s  i n f o rm a t i o n  to  be i n s e r t e d  xn ARRC's annual  
r e p o r t  which i s  l a r g e l y  a l r e a d y  a v a i l a b l e  t o  the l e g i s l a t u r e  in 
the r a i l r o a d ' s  annual  r e p o r t ,  f i v e - y e a r  p l an  and upda tes ,  
a u d i t s ,  and op e r a t i n g  and c a p i t a l  budget .  However, should the 
b i l l  r e c e i v e  f a v o r a b l e  l e g i s l a t i v e  c o n s i d e r a t i o n ,  we reques t  
two amendments which w i l l  ensure a more r e a l i s t i c  r e p o r t  
d e ad l i n e  and p re s e r v e  the market ing  advantages o f  the p r e s en t  annua l  r e p o r t  f o rma t .
3898L
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A S K A  R A I L R O A D  C O R P O R A T I O N

^ouch 7-2111 • Anchorage, Alaska 99510-7069

January 12, 1987

Ms. Penelope Weyhrauch 
Legislative Analyst 
Alaska State Legislature House of 
Repres entatives Research Agency 

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

Dear Ms. Weyhrauch:

Your letter dated December 4, 1986 to Mr. Larry Wood, General
Counsel of the Alaska Railroad Corporation, was referred to me 
for response.

You have asked for our assess ment of negative impacts that the 
^ Alaska Railroad Cor poratio n ("ARRC") might experience if the
k statutory exemptions in AS 42.40.920 were repealed.
" Unfortunately, your question does not avail itself of a simple

response.

In order to answer your question, it is important to under stand 
the various laws and ag reements w hi c h circum scribe ARRC's 
existence and operations. The federal Alaska Railroad Tran sf er  
Act ("ARTA"), 45 U.S.C. §§1201-1214, autho rized the transfer of 
the Alaska Railroad to ARRC and. es tablished the ground '-ules 
for the State's purchase of the Railroad. As part of that act, 
the State was required to make certain decla ra ti ons and 
agreements to abide by the sale terms. The state A.aska 
Railroad Corporation Act ("ARCA"), AS 42 .40 .010-.990, 
implemented the State's commitments all wi th in  the requir ements 
of ARTA through the creation of a public co r po ra ti on to own and 
operate the Alaska Railroad.

ARTA, the State's own declaration s and agreements to abide by 
those sale terras, and ARCA insure that the Sta te -owned railroad 
shall be a rail carrier generating, retaining, and man aging its 
own revenues for railroad purposes to better serve Ala ska's 
transpor tation and development needs. In framing the opera ting 
ch aracteristics of the pubLic c o rp o ra t io n to co nf or m to this 

! expectation, Alaska's Leadership, both federal and state, gave
ARRC enough independence to conduct its activities as a
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separate and viable economic entity. Exemptions from laws 
which apply to state agencies mean generall y that ARRC 
promotes, receives, and manages its own revenues, supplies, 
equipment, facilities, and real estate, establishes its own 
personnel policies, compen sa ti on systems, and employment 
agreements, promulgates its own rules and regulations to govern 
internal and external affairs, and manages its own purchasing, 
financing, and budgeting needs. On the other hand, a desire 
for public a cc o un ta bi lity requires open meetings, appointments 
by the Gov ernor to the railroad board, procurem ent and ethical 
codes subst an t i al l y equivalent to State models, financial 3 nd 
management audits, annual and oversight reports, legislative 
approval of certain real estate transactions, and long-range 
capital improvement and program plans. This wise blend of 
financial and operations in dependence w i t h  State oversight 
requirements results in a quasi-public, qua si -p ri vate railroad 
armed wi th  the flexibility needed to qu ic kl y  react to changing 
market, financial, and legal needs and wi t h the accoun tabilit y 
me chanisms ne ce ssary to satisfy the governme nt al  aspects of its 
o p e r a t i o n s .

As a result of the dual legislative desire s of se lf -s ufficie nc y 
and public ac co u nt a bi l it y all wi th i n  the confines of ARTA, the 
Alaska legislature created a public co rpor at io n unlike any 
other public cor po ra tion in Alaska. This is reflected in the 
legislative findings and purposes wh i ch  acc om panied ARCA. See 
1984 Alaska Session Laws, Chapter 153, Section 1. The findings 
and purposes clauses state that the public corporation is to be 
ex clusively responsible for the m an ag ement of the financial and 
legal o bl ig ations of the Alaska Railroad, carry out its 
res ponsibilities on a s el f -s us taining  basis, and provide for 
the prudent operation of the railroad according to sound 
business man agement  practices. Also, ARCA creates a "viable 
economic e nt i ty  with the powers and duties n e ce ss a ry  to operate 
and manage the Alaska Railroad pending eventual transfer of the 
Railroad to the private sector." ARCA and its legislative 
history reflect a legislative desire that the rail road operate 
as independently as possible from the State to facilitate the 
smooth transfer of its business and assets to a private owner. 
Indeed, AS 42.40.260 requires “hat ARRC's annual report contain 
every five years an analysis of potential sale arrangements, 
including doc um en ta t io n of at least three offers to sell ARRC.

Under AS 42.40.920, ARRC is exempt from the following statutes:

(1) AS 19;
(2) AS 30 . I! ;
(3) AS 35;
(4) AS 17.05;
(5) AS 37.0/,
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(9) AS 37.25;
(10) AS 38;
(11) AS 44.62.040 - 44.62.320.

A careful review of these statutes demonstrates how each 
conflicts with ARCA or ARTA. Titles 19 and 35 set forth the
powers and duties of the Department of Transportation and 
Public Facilit ies ("D0T/PF"j to plan, construct, maintain and 
operate transp or ta tion facilities, including state ferries, 
airports and wa ter and harbor facilities, and to plan and 
construct public buildings, boat harbors, dikes and 
breakwaters. Since ARRC ope rates as a self-sustaining public 
corporation, exempti ons from Titles 19 and 35 insure that ARRC 
is re sponsible for its own facilities and operations.

AS 30.15 provides for state grants of monies and land for
co nstruction of local port facilities. ARRC's exemption 
precludes munici p al i ti e s from using ARRC funds or lands for
port facility development.

Exemptions from portions of Title 37 are required by ARTA which 
states that "revenues generated by the state-owned railroad 
shall be retained and ma nag ed by the state-owned railroad for
railroad and related purpo ses." 45 U.S.C. §1207(a)(51. AS
37.05, the Fiscal Procedures Act, establishes uniform
accounting, purchasing, post auditing, and related financial 
provisions for all "state ag en cies" and requires state agencies 
to submit reports, documents, and statements to the Department 
of Ad m in i st r at io n  for ac counting purposes, requires federal
funds received by state agencies to be deposited in the state 
treasury, makes the Department of Ad ministra ti on  responsible 
for all accounts and pur chases . of state agencies, requires 
competitive bidding procedures, and imposes other financial and 
reporting requirements. The ex em ption from AS 37.05 conforms 
to ARTA by allowing ARRC to main ta in and control its own
accounts and to act as its own pu rch asing agent.

The exemption from AS 37.07, tne Ex ec utive Budget Act, also 
conforms to ARTA by allowing the ARRC to budget and manage its 
revenues as a separate economic entity.

AS 37.10.010 .060 designates the Department of Ad mi nistrat io n
as the custodian of state funds and requires all officers, 
boards and commissions to account to the Department of Revenue 
for moneys received. Again, an ex emption from AS .37.10.010 to 
37.10.060 allows ARRC to manage it1: <'»wn revenues.

A S  3 7  . 2 5  d e t e r m i n e : :  w h i c h  u n e x p e i n i e u  a p p r o p r i a t i o n s  l a p s e  a n d  
w h i c h  d o  n o t .  i’ h i s  e x e m p t i o n  i n s u r e s  ‘ h a t  a l l  A R R C ' s  m o n i e s  
a r e  a v a i l a b l e  t o  it i r o n s  y e a r  !c y e a r .
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b o r r o w i n g  m o n e y  for a c o r p o r a t i o n ' s  use. E x e m p t i o n  from AS 
37 . 10 . 0 8 5  p e r m i t s  AR R C to m a n a g e  its r e v e nu es  by p la ci ng  its
funds in a w i d e  range of i n v es tm en ts , in cl u d i n g  lend ing  its
credit and b o r r o w i n g  m o n e y  for the use of a c or p or a t i o n .

AS 37.20 a u t h o r i z e s  the g o v er no r to ac cep t federal gra nt s and
t r an s f e r s  of pro pe rty . T r a n s f e r r e d  land falls w i t h i n  the
j u r i s d i c t i o n  of the D e p a r t m e n t  of N at ur al  Res ou rc es . AR RC ' s  
e x e m p t i o n  fr om  AS 37.20 insured that federal r a i l r o a d  pr ope rt y, 
inc lu din g land, bui ldi ng , monies, p e r s o n n e l  p r o p e r t y  and 
s t ru ct ur es ,  w o u l d  be d i r e c t l y  c o n v e y e d  to AR R C  ra the r than to 
the D e p a r t m e n t s  of A d m i n i s t r a t i o n ,  N a t u r a l  R e s o u r c e s  and 
T r a n s p o r t a t i o n  arid Pub li c Fa cil it ies .

Title 38 s t a t e s  that the lands of the st ate  are to be m a n a g e d  
by the D e p a r t m e n t  of Nat ura l Res ou rc es . E x e m p t i o n  fro m T itl e 
38 c o n f o r m s  to A R T A ' s  and AR CA 's  m a n d a t e  that ARRC  m a n a g e  
r a i l r o a d  real estate.

AS 4 4 . 6 2 . 0 4 0  to 44. 62 .3 20 , mu c h of the A d m i n i s t r a t i v e  
P r o c e d u r e s  Act, pr o v i d e  p r o c e d u r e s  for a d o p t i n g  and
i m p l e m e n t i n g  r e g u l a t i o n s  in state g o v e r n m e n t .  T h e s e  p r o v i s i o n s  
are s u p p l a n t e d  by AR C A' s AS 42 . 40. 170 - .270, w h i c h  call for
p u b l i c l y  a d o p t e d  ru les by ARR C' s board of di r e c t o r s .

The e r a d i c a t i o n  of one or more of the A R C A  e x e m p t i o n s  will 
s u b s t a n t i a l l y  c h a n g e  the model of a s e l f - s u f f i c i e n t ,
c o m p e t i t i v e  and a c c o u n t a b l e  public r a i l r o a d  c o r p o r a t i o n  that 
was c r e a t e d  by A l a s k a ' s  st ate and federal lea de rs hi p.
F u rt he r m o r e ,  th r o u g h  the d e v e l o p m e n t  of its own p e r s o n n e l ,  
p r o c u r e m e n t ,  s u r p l u s  pr ope rt y, budget, a c c o u n ti ng , and land and 
lease plans, po licies, and p r o c e d ur es , A R R C  st a nd s r e a d y  for 
e x p e d i t i o u s  t r a n s f e r  to the p r iv at e secto r.  The short h i s t o r y  
of A R R C  o p e r a t i o n s  have u n d e r s c o r e d  the w i s d o m  of the 
l e g i s l a t u r e ' s  o r i g i n a l  di re ct io n.  We v e r y  m u c h  s u p p o r t  that 
m i s s i o n  and w o u l d  most a p p r e c i a t e  the o p p o r t u n i t y  to c o m m e n t  
upon p r o p o s e d  l e g i s l a t i o n  to c h a n g e  or a me nd  it.

I hope this a d e q u a t e l y  a ns w e r s  your qu es t i o n .  Ple as e feel free 
to call if you have any furth er  q u e s ti on s.

Yours v e r y  truly,

C
E. T h a d d e u s  Lewis 
A s s o c i a t e  G en er ai  Counsel

c c : F . G . T u r p i n  
L. D. Wood, Esq.



■r- ■7*r'y'wr:
cuskzeL -to T K c  /V(co.kcL_ 

■Ro_\!rocxd C tor^ordL-Hoi^ bt.| Tk£_ flc>LLSC_ 
LkUaOr £- Co»v>v-v«-'X.C. Co H’ee^

26. Describe each instance since F eb ru ary  1985 in wh ich 
the Board has invoked an exe cut iv e session to discuss the 
subjects describ ed  in A.S. 42. 40 .170(b)(7).

R e s p o n s e : Those instances included the following Board
meet i n g s :

Fe br ua ry 15, 1985 - Board M t g . - Tariff Increase
November 21, 1985 - Board M t g . - Co rpo ra ti o n Ma rke ti ng Plan

- Costing Procedures
December 19, 1985 - 3oard Mtg. - Co rpo ra ti on  Ma rke ti ng Plan
Februa ry 20, 1936 - Board M t g . - Ma rketing Update
April 17- 13, 1936 - 3oard Mtg. - Marketing and Financial

Proj ections
May 21, 1986 - Board M t g . - Ma rketing Update

Such information was also dis cu sse d in exe cutive session as
part and parcel of Litigation reports. For example, a state 
case, City of Valdez v. A R R C . u n s u c c e s s f u l l y  sought protected 
pipe rate costing information, and an ICC boxcar ex emption 
proceeding was an unsucce ssf ul  effort by wa t er c ar ri er s to deny 
ARRC the benefit of ICC der eg ul at io n of railroad boxcar 
m o v e m e n t s .

27. Describe those specific ca tegories of documents wh ich
the ARRC does not make public.

R e s p o n s e : ARRC* does not s p e c i f i c a l l y  des ig nat e by type
those doc uments t K “. are open for publiu inspection and those 
that are not. lather, wh e n a particular request for 
inf ormation is re i.ved, ARRC first det ermines the nature of 
the request and t en provides the information if it is not
wi t h i n  the scope . those matters set forth in AS 42.40.210(b) 
and Board Rule No. 4.

ARRC's Board of Dir ectors has adopted Rule 4, a copy of
w h ic h is attac hed  as an exhibit, w hi ch  elab ora tes  upon matters 
not av ail ab le ror public inspection.

23. Describe those specific categories of documents wh ich
the ARRC does make public.

R e s p o n s e : See response to Qu est io n No. 27.

29. Describe the specific types of do cuments wh ich  ARRC
w i th ho ld s from the public as being " pr op r i e t a r y  informat ion " 
as s oci at ed with  specific shippers co nsistent with the st andards 
and practices of the ICC.

Re s p o n s e : The types of documents w hi ch  fall into the
ca te go ry  relating to p ro pr ie ta ry  information, di visions and

-1 0 -
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contra ct  rate agreements w ou ld  include cost studies, cost data, 
contra ct  rate agreements, exempt rate quotations, divisions 
sheets, bills of lading, wa ybills, any documents relating to a 
shi pper's business, and any notes or c or re sp o n d e n c e  relating to 
any of the above.

30. Describe the specific types of docume nt s w h ic h ARRC
wi t hh ol ds  from the public as being " p r o p r i e t a r y  inf or mat ion " 
as s oci at ed with div isions con si st en t wi th  the st and ar ds and 
practices of the ICC.

R e s p o n s e : See response to Q u e s ti on  Mo. 29.

31. Describe the specific types of documents w h ic h ARRC
wi t h h o l d s  from the public as being " p r o p r i e t a r y  inf or mat ion " 
ass oci ate d with contract rate a gr eem en ts cons ist en t wi th  the
standards and practices of the ICC.

R e s p o n s e : See response to Q u e s ti on  Mo. 29.

32. Other than the specifi c types of documents described,
descri be other specific types of do cuments w h i c h  the ARRC
wi thh ol ds  from the public as " p r o p r i e t a r y  in formation"
c on sis ten t with  the standards and practices of the ICC.

R e s p o n s e : See response to Q u e s ti on  Mo. 29.

33. List each rule pursuant to w h ic h the ARRC has 
des ignated documents as p ri vi leg ed  or p r o p r ie ta r y under A.S. 
*12.40. 220 or otherwise, and de scr ib e the types of doc ume nt s and 
in formation wi thh el d from the public pursuant to each rule.

R e s p o n s e : See response to Q ue st i o n  Mo. 27.

34. Describe the ra tionale of the ARRC in refus ing  to 
provide the T ra n s p o r t a t i o n  Com mi tte e with do cuments requested 
by that com mi tte e in 1935 and 1986.

R e s p o n s e : It is our re co l le ct io n that the i nf orm at ion
requested was ope rating costs for mov em en t of freight via
trailers on flat cars. Railroads in the United States have not 
been required by law to divulge costs. Such i nf or mat ion  has 
always been con sid ere d proprietary, and c o n f i d e n t i a l i t y  has 
been protected. Clearly, such rules promote c o m p e t i t i o n  by 
allowing railroads the same business ad va nta ge s and m a rk et in g 
mec h an is ms  enjoyed by other t r a ns po rt a ti on  modes. In those 
instances where it was n ec e s s a r y  for the Interstate C om mer ce  
Co mm is si on  to have the costs in order to arrive at a 
conclusion, the cost data was sub mit te d to the C o m m is si on  on a 
co nfi den ti al basis, was not divul ged  to the co mpl a in an t or to 
the public, and did not appear in any printed report. Federal 
and state laws provide ARRC the same rights 3nd benef its  to
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protect c o n fi de nt ia l information. This enables the compa ny to 
price and contract its services on a businesslike basis and to 
respond q u i c k l y  to market conditions.

35. Describe the doc um ent s and ca tegories of in formation 
the ARRC refused to give to the T ra ns po r t a t i o n  Committee.

R e s p o n s e : Although we are not certa in at this date what
documents were refused, they w e r e  most probab ly  those w h i c h  
wo ul d divulge confide nti al  contra ct rates or operating costs, 
and w hi ch  could be at tr ibu te d to any freight service segment.

C rt eg ori es  of infor mat ion  w h i ch  must remain co nfidential:

- contract rates
- operating costs for specific freight moves
- any inf ormation w h ic h wo uld identify shipments con ce rn in g 

one sh ip pe r or consignee

36. De sc rib e all proc edu re s and practices by w hic h the 
ARRC attempts to m i n i mi ze  the adverse effect of the o p er at i on  
of the railroad on wildlife.

R e s p o n s e : In c oo p e r a t i o n  w i t h  the Alaska Depar tme nt  of
Fish and Game ( " A D F S G " ) , the ARRC has exp er ime nte d wi th  
numerous methods to m i n i m i z e  the adverse effects of its 
op e rat ion s on wildlife, s pe ci f i c a l l y  big game. Hi st ori ca lly , 
moose are the game popul ati on  most affect ed by the railroad, 
p r im ar il y in years of deep s no w (3 to 5 feet) for long pe ri ods  
of time. Unfortunately, man y of the experim ent s have failed to 
d e m o n s tr at e  a reliable w a y  to di sc our ag e moose usage of the 
plowed track (see respons e to Qu es ti on  M o . 39 below).
Presently, the effort is con ce nt ra te d on plowing the 
r i g h t - o f - w a y  as wid e as possible, and a combin ati on  of lights, 
horns and bells to frighten them away from the track. Where 
possible, the train en gineers slow down to reduce the chance of 
a strike.

ARRC is again c o o p e r a t i n g  with ADF&G in its ongoing s t ud y  
of the moose m o r t a l i t y  along the tracks. For example, 
ar r an g e m e n t s  are being made for game biologists to a c c o m p a n y  a 
locomotive on several trips north this season. The c o r p o r a t i o n  
has also engaged a private cons ult an t to develop ele c tr on ic  
eq u ip men t to frighten the moose and drive them away from the 
track. Resear ch and equ ip men t design under that co nt rac t are 
sc h ed ule d for co mp le ti o n wi t h i n  the current win te r season, wioh  
c o n s t r u c t i o n  and installa ti on of equipment to follow de pen di ng  
on the results of research.

37. Descri be  all actions taken by the ARRC if a train hits 
a moose, including names of pe ople to wh om  the in formation is 
reported, reports made, and attempts to salvage meat.



RU LE  NG . 4 -  PU B L IC  D ISCLOSURE OF INFORMATION

(Adopted 12 -17 -84  
Amended 7 -1 8 -8 5 )

A. Public In fo rm a tion :

As provided in AS 42 .40 .2 20 , in fo rm ation  in the possession o f the C orpora tion  
is public and ava ilab le  to  public inspection a t reasonab le times.

B . R estric tion s on D isc lo su re :

As fu rth e r provided under such provision and as required by the A laska 
R a ilro ad  T ran s fe r A ct o f 1982 (A RTA ) (45 U .S .C . 1204), the fo llow ing 
in fo rm ation  is hereby designated to be o f  a priv ileged o r p rop rie ta ry  nature 
and shall be w ithheld from  public inspection:

1.) As required under Sec. 605 (b ) (A RTA ), ce rta in  in form ation o f  the Federa l 
A laska R a ilro ad  ava ilab le  to the C o rpo ra tion , including, "p rop rie ta ry  
business data , personnel reco rds, and o th e r in form ation , the public 
disc losure o f which is proh ib ited by law ;"

2 .) personnel records o f  the C orpo ra tion  including but not lim ited  to each
employee's o rig in a l app lication fo r  employment and employment
memorandum , resum e, any and a ll sa la ry  in fo rm ation , repo rts o f  o th e r
employment investigations, tests , any le t te rs  o f  recommendation,
repo rts o f w ork pe rfo rm ance , repo rts  o f the employee's progress,
d isc ip linary ac tion s , and such o th e r reco rds as may be c rea ted  in the
employee's in itia l em p loym ent and continued service to the A laska
R a ilro ad  C o rp o ra tion . Personne l records may be re leased upon rece ip t
o f  w ritten  au tho riza tion  from  the em p loyee, fo rm e r em ployee, o r
app licant whose reco rd s a re  requested. Such au thoriza tion  shall
sp ec ific a lly  id en tify  the in fo rm ation  au thorized co r re lease .

* %

F o r emp loyees who tran s fe rred  to the C orpora tion  pursuant to  P .L . 
9 7 -4 6 8 , personnel reco rds sha ll include the em ployee ’ s O ffic ia l Personne l 
F o ld e r, Emergency M edica l F o ld e r, and any copies th e reo f. D isc losure 
o f  in fo rm ation  contained in the O ffic ia l Personne l F o lde r and Emergency 
M edical F o ld e r sh a ll be governed by app licable Federa l law  and 
regu la tion ;

3.) communications w ith and w ork product o f  counsel;
4 .) a l l  o the r records, documents, data o r in form ation o f a priv ileged o r 

p rop rie ta ry  natu re , including but not lim ited  to p rop rie ta ry in fo rm ation  
associated w ith spec ific  shippers, divisions and con trac t ra te  
agreem ents, and sp ec ific a lly  including a ll in form ation tha t may be 
w ithheld o r p ro tec ted  from  d iscovery in proceedings be fo re  the 
In te rs ta te  Com m erce Commission consistent with the Commission's 
standards and p rac tice s ;

5 .) o th e r in fo rm ation  th« subject o f which couid be discussed in executive 
session unaer a u  «2.uCJ.i70;

6 .) any o th e r in fo rm ation  or reco rds required to be kept con fiden tia l by 
Federa l o r  S tate law  o r  regu lations.
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O F  T H E  A L A S K A  R A I L R O A D  C O R P O R A T I O N .

G O O D  A F T E R N O O N  - M Y  N A M E  IS R E P R E S E N T A T I V E  B E T T E  CATO.

A F T E R  S E V E R A L  Y E A R S  O F  L I S T E N I N G  T O  TH E  A N N U A L  P R E S E N T A T I O N  BY 

T H E  A L A S K A  R A I L R A O D  C O R P O R A T I O N  B O A R D  A N D  M A N A G E M E N T ,  A N D  

R E V I E W I N G  T H E  A N N U A L  R E P O R T  BY T H E  C O R P O R A T I O N  T O  TH E  

L E G I S L A T U R E ,  I F E L T  T H E  N E E D  F O R  A  M O R E  C O M P L E T E ,  I N D E P T H  

R E P O R T  B E I N G  M A D E  A V A I L A B L E  T H A T  W O U L D  E N A B L E  US T O  P R O P E R L Y  

E V A L U A T E  T H E  R A I L R O A D ' S  O P E R A T I O N S .

I W A S  D I R E C T L Y  I N V O L V E D  W I T H  T H E  T R A N S F E R  O F  T H E  R A I L R O A D  

T O  S T A T E  O W N E R S H I P .  M A N Y  H O U R S  W E R E  S P E N T  W R I T I N G  S T A T U T E S  

T H A T  S E T  U P  A  " Q U A S I "  P U B L I C  C O R P O R A T I O N  A S A N  I N S T R U M E N T A L I T Y  

O F  T H E  S T A T E  W I T H I N  T H E  D E P A R T M E N T  O F  C O M M E R C E  A N D  E C O N O M I C  

D E V E L O P M E N T ,  H O W E V E R ,  T H E  C O R P O R A T I O N  H A S  A  L E G A L  E X I S T E N C E  

I N D E P E N D E N T  O F  A N D  S E P A R A T E  F R O M  T H E  STATE.

T H E  P O W E R S  O F  T H E  C O R P O R A T I O N  A R E  V E S T E D  IN A  S E V E N  M E M B E R  

B O A R D  O F  D I R E C T O R S  A P P O I N T E D  BY  T H E  G O V E R N O R .

W H I L E  I D O  A G R E E  T H A T  T H E  C O R P O R A T I O N  N E E D S  T H I S  A U T O N O M Y  IF 

T H E Y  A R E  O P E R A T E  S U C E S S F U L L Y  AS  A  C O R P O R A T I O N ,  I DO  F E E L  T H E  

N E E D  F O R  T H E  G O V E R N O R  A N D  T H E  L E G I S L A T U R E  T O  H A V E  A C C E S S  T O  

A  R E P O R T  T H A T  C O N T A I N S  A  C O M P L E T E  O V E R V I E W  O F  T H E  R A I L R O A D S  

O P E R A T I O N S ,  B U D G E T ,  R E V E N U E S ,  E X P E N D I T U R E S ,  C A P I T A L  

E X P E N D I T U R E S  A N D  G O A L S  F O R  T H E  N E X T  F I S C A L  YEAR.

C H A P T E R  40 S E C T I O N  4 2 . 4 0 . 9 2 0  - A P P L I C A T I O N  O F  E X I S T I N G  

L A W S  P R O V I D E S  T H E  C O R P O R A T I O N  W I T H  12 E X E M P T I O N S .  T H E S E  

E X E M P T I O N S ,  W H I C H  W O U L D  N O R M A L L Y  A P P L Y  T O  A  S T A T E  A G EN CY ,

D O N O T  A P P L Y  T O  T H E  A L A S K A  R A I L R O A D  C O R P O R A T I O N  B E C A U S E  IT 

W A S  F E L T  T H E  A U T O N O M Y  O F  T H E  C O R P O R A T I O N  W O U L D  BE G R E A T L Y

H O U S E  B I L L  1 0 0  - A N  A C T  R E L A T I N G  T O  T H E  A N N U A L  R E P O R T



I M P A I R E D  I F  IT W A S  T O  C O M P L Y  W I T H  T H E S E  E X E M P T I O N S .  A  C O P Y  

O F  T H E S E  E X E M P T I O N S  IS S H O W N  IN Y O U R  F O L D E R S  U N D E R  T H E  S E C T I O N  

L E G A L  A N D  E X E M P T I O N S  - P A G E  219. A L S O  A V A I L A B L E  IS A  L E G A L  

O P I N I O N  O N  T H E  R A M I F I C A T I O N S  O F  R E P E A L I N G  T H E S E  E X E M P T I O N S .

T H E  C O R P O R A T I O N  A N D  L E G A L  S E R V I C E S  B O T H  A G R E E  T H A T  T H I S  

I N F O R M A T I O N  S H O U L D  B E P R O V I D E D .  T H E  C O R P O R A T I O N  BY 

L A W  M A Y  W I T H H O L D  I N F O R M A T I O N  F R O M  T H E  P U B L I C  T H A T  IS OF  

A  P R O P R I E T A R Y  N A T U R E  S U C H  AS P E R S O N N E L  R E C O R D S ,  C O M M U N I C A T I O N S  

A N D  R A T E  S T R U C T U R E S ,

T H E  C O R P O R A T I O N  A D O P T E D  R U L E  N U M B E R  4 - P U B L I C  D I S C L O S U R E  

O F  I N F O R M A T I O N  O N  1 2 - 1 7 - 8 4  A N D  A M E N D E D  T H I S  R U L E  ON  7- 18 -8 5.  

T H I S  R U LE , W H I C H  Y O U  W I L L  F I N D  O N  T H E  L A S T  S H E E T  O F  Y O U R  

P A C K E T S ,  S E T S  D O W N  T H E  I N F O R M A T I O N  T H E  R A I L R O A D  HA S  D E S I G N A T E D  

A S  P R I V I L E G E D  I N F O R M A T I O N  A N D  T H E R E F O R E  W I T H H E L D  F R O M  P U B L I C  

I N S P E C T I O N .  N O N E  O F T H E  I N F O R M A T I O N  R E Q U I R E D  B Y H B  100  F A L L S  

I N T O  R U L E  4.

I N  T H E  R E S P O N S E  F R O M  TH E  R A I L R O A D ,  T H E Y  S T A T E  T H A T  M U C H  O F  T H E  

I N F O R M A T I O N  R E Q U E S T E D  IS C U R R E N T L Y  P R O V I D E D  BY  T H E  R A I L R O A D .

O N  Y O U R  D E S K S  Y O U  W I L L  S E E  A  L A R G E  P A C K E T  W H I C H  IS A  S A M P L E  

O F  S O M E  O F  T H I S  I N F O R M A T I O N  R E Q U E S T E D .  I  M Y S E L F ,  H A V E  TTA D  

A  D I F F I C U L T  T I M E  O B T A I N I N G  S O M E  O F  T H I S  INF OR MAT I ON .. AN D— I 

H A V E - A L S O — R E C E I V E D  N U HE RO Bf l- G OM PL AI HT S- rR O M - X N D I V P B U A L S - W H Q -  

H A V E  A L S O  ■■BXRERT'E ITC E D TH E S A M E — P R O B L E M .

I D O  F E E L  IF  WE, T H E  L E G I S L A T U R E ,  IS R E S P O N S I B L E  F O R  O V E R S I G H T  

O F  T H E  A L A S K A  R A I L R O A D  C O R P O R A T I O N ,  W E N E E D  T O  H A V E  A  C O M P L E T E  

O V E R V I E W  R E P O R T  C O N T A I N I N G  A L L  T H E  R E L E V A N T  I N F O R M A T I O N  

N E C E S S A R Y  F O R  U S  TO M A K E  A  W E L L  I N F O R M E D  D E C I S I O N  O N  T H E  

O P E R A T I O N S  A N D  F U T U R E  OF  T H E  R A I L R O A D .



T H E  S T A T E  S P E N T  $2 2.9  M I L L I O N  O N  T H E  P U R C H A S E  O F  T H E  R A I L R O A D  

A N D  P R O V I D E D  A N  A D D I T O N A L  $ 1 0 . 9  M I L L I O N  F O R  T H E  F I R S T  Y E A R S  

O P E R A T I O N A L  FUNDS. I F E E L  W E  H A V E  A  R E S P O N S I B I L I T Y  T O  E N S U R E  

T H A T  T H E  S T A T E ' S  I N V E S T M E N T  IS M A N A G E D  PR OP ER LY .

T H E  I N F O R M A T I O N  R E Q U E S T E D  I N  H B  10 0 W I L L  E N A B L E  US T O  P R O V I D E  

T H I S  P R O P E R  O V E R S I G H T .

T H A N K  Y O U  F O R  L I S T E N I N G  T O  ME.



From: The A l a s k a  R a i l r o a d  I n i t i a t i v e  C o m m i t t e e

D o n a l d  H en n e s s e y ,  C h a i r m a n  

R e p r e s e n t i n g :

O w n e r - o p e r a t o r s , R o a d  H o u s e s ( P a r k s  h i g h w a y ) ,  R ep a i r  

Shops, me c h a n i c s ,  A l l i e d  W o r k e r s  and 45 0 0 A l a s k a n s  

that sig ne d our p il o t i ni ti ati ve .

We h e a r t i l y  e n d o r s e  HB 100 b e c a u s e  an o v e r s i g h t  c o m m i t t e e  

can not o v e r s e e  an o p e r a t i o n  w i t h o u t  a full i n s i g h t  of the 

o p e r a t i o n .  The  A l a s k a  R a i l r o a d  has be en  less than e n t h u s i a s t i c  

a b o u t  i n f o r m i n g  the l e g i s l a t u r e .  A p o i n t  of d i s c u s s i o n  

at the O c t o b e r  B oa rd  M e e t i n g  was on the t i m i n g  of d i s p o s a l  

and p u r c h a s e  of p a s s e n g e r  c a r s  to a v oi d r e p o r t i n g  to the 

O v e r s i g h t  Co mm it t- e.  T h e AR R has c o n s i s t e n t l y  o v e r  e st i m a t e d  

t h ei r p l a n n e d  c a p i t a l  e x p e n d i t u r e s  on m a n y  phases. The 

r o a d b e d  an d track are p r i m e  exa mp le . B e c a u s e  the r a i l r o a d  

h a s  c o n s i s t e n t l y  o v e r  e s t i m a t e d  in c om e and e x p e n d i t u r e s  

by 15 to 20 per cent, we feel the r e q u i r e m e n t  of a d e t a i l e d  

e x p l a n a t i o n  of the d i f f e r e n c e  b e t w e e n  e s t i m a t e d  and act ual  

i n c o m e  and e x p e n d i t u r e  w o u l d  be in order. The  o n l y  other 

b u s i n e s s ,  w e k n o w  of, that m a y  su r v i v e  w i t h  this type of 

v a r i a n c e  b e t w e e n  e s t i m a t e d  and actual m i g h t  be a r c h i t e c h -  

ural  b u s i n e s s e s  w o r k i n g  on p u b l i c  b u i l d i n g s  Th i s ha s c au s e d  

an on g o i n g  rag in g deb ate . An e x p l a n a t i o n  s h o u l d  be p r o­

v i d e d  if the AR R's  p r o p o s e d  and act ual  t r a c k  and r oa d be d 

ca p i t a l  b u d g e t  fails to m e e t  or a p p r o a c h  the S v e r d r u p  

E n g i n e e r i n g  R e p o r t  and r e c o m m e n d a t i o n s .  The d e t e r i a t i o n  

of r o a d b e d  is the b i g g e s t  s i n g l e  fac tor  in lo s s of assets 

and the e a s i e s t  to h i d e  or i g n o r e  for s e v e r a l  years.
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D e f e r r e d  M a i n t e n a n c e

M a i n t e n a n c e  of w a y  an d s t r u c t u r e s  is th e t h i r d  o f  t h e  t h r e e  

m a j o r  e x p e n s e s  in r a i l r o a d  o p e r a t i o n .  It is b o t h  a s y m p t o m  of 

a b a n d o n m e n t  a n d  a ca use . I n i ti al ly , d e f e r r e d  m a i n t e n a n c e  is 

a r e s u l t  of l o w e r  re ve nu es ;  u l t i m a t e l y ,  d e f e r r e d  m a i n t e n a n c e  

l o w e r s  s e r v i c e  l e v e l s  a n d  d i s c o u r a g e s  s h i p p e r  use.

T h e  d e c l i n e  o f rail t r a f f i c  s y s t e m - w i d e  o v e r  t h e  l a s t  2 0  y e a  s 

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

i n  r a i l w a y  o p e r a t i o n s .  Th e c o m p a n i e s  t e n d e d  to d e l a y  t h e  

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

( r e p l a c e m e n t  o f  track, t i e s  a n d  b a l l a s t ) ,  w h e r e  l o w e r  m a i n­

t e n a n c e  l e v e l s  w o u l d  n o t g r e a t l y  a f f e c t  t r a i n  o p e r a t i o n s .  H i g h  

u s e  l i n e s  u s u a l l y  g e t  p l e n t y  of a t t e n t i o n ,  b u t  l o w - d e n s i t y  

lines h a v e  o f t e n  b e e n  a l l o w e d  to d e t e r i o r a t e .  N o r m a l  m a i n­

tenance on a l o w - d e n s i t y  li n e r u n s  b e t w e e n  $ 3 , 0 0 0  a n d  $ 7 , 0 0 0  

per mi l e  p e r  year. F o r  a l o n g  l i n e  w i t h  on e  or  t w o sh ip p e r s ,  

that is a s i g n i f i c a n t  cost.

Many b r a n c h  l i n e s  s u b j e c t  to a b a n d o n m e n t  s u f f e r  f r o m  d e f e r r e d  

maintenance. In some  c a s e s  t h e  c o s t  of  r e h a b i l i t a t i n g  the  

line, u s i n g  e i t h e r  p u b l i c  or  p r i v a t e  mo ne y,  is u n j u s t i f i a b l e  

given e v e n  t he  m o s t  o p t i m i s t i c  t r a f f i c  level. T h i s  n o t  o n l y  

is a d i s i n c e n t i v e  to line i m p r o v e m e n t  f o r  t h e  o w n i n g  r ai lr o a d ,  

it is a d i s i n c e n t i v e  to a n y o n e  e l s e  i n t e r e s t e d  in  b u y i n g  t h e  

line.

A good e x a m p l e  of  h o w  d e f e r r e d  m a i n t e n a n c e  c a n  c o n t r i b u t e  to 

the a b a n d o n m e n t  o f a l i n e  is t h e  W i l k i n s  line, l o c a t e d  in 

Linn Count y.  (see C a s e  S t u d i e s )  A p p r o x i m a t e l y  $3 m i l l i o n  wa s  

needed t o b r i n g  t h e  line to m i n i m u m  s t a n d a r d s .  G i v e n  th e  v e r y  

low t r a f f i c  l e v e l s  on th e  line, s u c h  an e n o r m o u s  i n v e s t m e n t  

would h a v e  b e e n  u n wi se .
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D e f e r r e d  M a i n t e n a n c e

M a i n t e n a n c e  of  w a y  a n d  s t r u c t u r e s  is t h e  t h i r d  o f  the t h r e e  

m a j o r  e x p e n s e s  i n r a i l r o a d  o p e r a t i o n .  It  is b o t h  a s y m p t o m  of 

a b a n d o n m e n t  a n d a cause. Init ial ly , d e f e r r e d  m a i n t e n a n c e  is 

a r e s u l t  of l o w e r  r e v e n u e s ;  u l t i m a t e l y ,  d e f e r r e d  m a i n t e n a n c e  

l o w e r s  s e r v i c e  l e v e l s  and d i s c o u r a g e s  s h i p p e r  use.

Th e  d e c l i n e  o f r a i l  t r a f f i c  s y s t e m - w i d e  o v e r  the l a s t  20  y e a r s  

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

in r a i l w a y  o p e r a t i o n s .  T h e  c o m p a n i e s  t e n d e d  to d e l a y  th e  

p u r c h a s e  of n e w  t r a c k  and e q u i p m e n t  a n d  to d e f e r  m a i n t e n a n c e  

( r e p l a c e m e n t  of  track, ti es  and b a l l a s t ) ,  w h e r e  l o w e r  m a i n ­

t e n a n c e  l e v e l s  w o u l d  n o t  g r e a t l y  a f f e c t  t r a i n  o p e r a t i o n s .  H i g h  

u s e  l i n e s  u s u a l l y  get p l e n t y  of a t t e n t i o n ,  b u t  l o w - d e n s i t y  

lines h a v e  o f t e n  b e e n  a l l o w e d  to d e t e r i o r a t e .  N o r m a l  m a i n­

tenance o n  a l o w - d e n s i t y  li n e r u n s  b e t w e e n  $ 3 , 0 0 0  a n d  $ 7 , 0 0 0  

per mi l e p e r  year. F o r  a l o n g  l i n e  w i t h  one  or  t w o  s h i p p e r s ,  

that is a s i g n i f i c a n t  cost.

Many b r a n c h  l i n e s  s u b j e c t  to a b a n d o n m e n t  s u f f e r  f r o m  d e f e r r e d  

maintenance. In s o m e  c a s e s  the c o s t  of  r e h a b i l i t a t i n g  th e 

line, u s i n g  e i t h e r  p u b l i c  or  p r i v a t e  m on e y ,  is u n j u s t i f i a b l e  

given e v e n  the m o s t  o p t i m i s t i c  t r a f f i c  level. T h i s  n o t  o n l y  

is a d i s i n c e n t i v e  to li ne  i m p r o v e m e n t  f o r  the  o w n i n g  ra i lr o a d ,  

it is a d i s i n c e n t i v e  to a n y o n e  e l s e  i n t e r e s t e d  in b u y i n g  th e 

line.

A good e x a m p l e  of  h o w  d e f e r r e d  m a i n t e n a n c e  c a n  c o n t r i b u t e  to 

the a b a n d o n m e n t  of a l i n e  is the W i l k i n s  line, l o c a t e d  in 

Linn Co u n t y .  (see C a s e  S t u d i e s )  A p p r o x i m a t e l y  $3 m i l l i o n  w a s  

needed to b r i n g  the  li ne  to m i n i m u m  s t a n d a r d s .  G i v e n  t h e  v e r y  

low t r a f f i c  l e v e l s  o n  t h e  line, s u c h  an  e n o r m o u s  i n v e s t m e n t  

would h a v e  b e e n  u n w i s e .



C o n s t r u c t i o n  of t h e  h i g h w a y  s y s t e m  h a s  h a d  a m u c h  b r o a d e r  

a n d  s i g n i f i c a n t  i m p a c t  o n  t h e  m o d a l  c h o i c e ,  in t h i s  c a s e  b'etween r a i l  

a n d  m o t o r  c a r r i a g e .  H o w e v e r ,  t h e  h i g h w a y  c o s t  s t r u c t u r e  is  n o t  

a r t i f i c i a l ,  s i n c e  h i g h w a y  u s e r s  p a y  f e e s  w h i c h ,  in  a c u m u l a t i v e  s e n s e ,  

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

h i g h w a y  s y s t e m .

6. R a i l r o a d  T a x a t i on

R a i l r o a d  t a x a t i o n ,  p a r t i c u l a r l y  p r o p e r t y  t a x a t i o n ,  is a 

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

r o a d  t a x a t i o n  for  w a y s  o f p r o v i d i n g  i n c e n t i v e s  to r a i l r o a d s  

to k e e p  b r a n c h  l i n e s  in o p e r a t i o n ,  o n l y  to d i s c o v e r  t h a t  the 

m e t h o d  of t a x a t i o n  m a d e  d e v e l o p i n g  i n c e n t i v e s  d i f f i c u l t .

A l l  t h r e e  of  t h e  C l a s s  I C a r r i e r s  and  some o f  t h e  s h o r t  lines 

h a v e  f i l e d  s u i t s  a g a i n s t  th e O r e g o n  D e p a r t m e n t  o f  R e v e n u e .  

T h e s e  s u i t s  are c o s t l y  to all p a r t i e s  a n d  are c r e a t i n g  g r ow in g 

a n i m o s i t i e s  b e t w e e n  the s t a t e  a n d  the r a i l r o a d s .  Al so , as the 

n u m b e r  of s h o r t  l i n e s  in the s t a t e  i n c r e a s e s ,  t he  m a n n e r  of 

a p p r a i s i n g  s h o r t  l i n e s  d e s e r v e s  to be r e v i e w e d .  T h e  t a s k  force 

d i d  n o t  h a v e  the  e x p e r t i s e  or th e a u t h o r i z a t i o n  to e m b a r k  on a 

s t u d y  o f  t h e  s t a t e  t a x  syst em,  b u t  m e m b e r s  of  t a s k  f o r c e  felt 

s u c h  a s t u d y  is n ee ded .
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TT* or the Alaska Railroad Corporation. 1985 was a 
i. . ■ year of changes.
r * Change ’5 inevitable in any business. It is a 
1 _  natural pan of growth. However, for the Alaska 
Railroad Corporation. 1985 was a year of changes 
unlike any the Alaska Railroad had ever experienced.

The first and most dramatic change came within 
the first week o f 1985. when on January 5 ownership 
of the Alaska Raiiroad was officially transferred from 
the federal government to the state of Alaska.

That transfer of ownership set the stage for many, 
many more changes from management and personnel 
to polices and procedures And with those changes a 
foundation was iaid for the prosperous development of 
the newly formed Alaska Raiiroad Corporation.

Alaska paid the federal government SCR.3 million 
for the Alaska Raiiroad. That purchase once included 
855 miles of track, 38.000 acres of land including all 
rignts-of-way. 1.545 units of rolling stock including 
locomotives freight cars and passenger coaches and 
four termmai faculties one eacn in Seward. Whither. 
Ancnorage ana r airoanks
A NEW CORPORATION

Transfer of railroad ownership to .Alaska was 
made possible by hie .Alaska Raiiroad Transfer Act 
.AREA i. enacted by Congress in 1982. In 1984 the 
Ahska ieg^iarure adopted die Alaska Raiiroad Cor­
poration Acti ARCAj. estaolisiung it as a public cor­
poration of the state that would act os a separate, 
profit-making enaty.

On January 5. 1985. as a result of the transfer; the 
federal railroads financai books were closed. On 
January o tne new state corporation tecmucaily began 
business with no operating funds To meet the railroad's 
immediate money needs the state legislature allocated, 
in addition to tne saie price, a one-ome stai iup fund of 
510.9 million. The money was used to meet the cor­
porations first months payroll and to continue several 
capital improvement projects chat had been initiated 
under the federal system.

Within its first month of operation the new 
.Alaska Railroad Corporation showed a profit, and 
continued to do so through the end of the year. In its

first year of operation 
under state ownersmp. 

the Aiaska Railroad 
Corporation netted 
57.1 million, 
among the largest 
gains recorded 

* by the raiiroad 
in ;ts 82-year 
.-ustory.

1 * .onnfl//»y. roaorothilmoa Aamimsxrmr. and Bill Stiortloid. Oavomor 
j IAImmkm. itqnoa JH oqroomorrt -tnuorvS. I9HS lotromlorma Alooxo iKirnta from loaom to onto ownortmo.

ARCA provided for the stewardship of the new 
■’ rumorati^n by z sever.-member beard of directors 
appointed by the Governor of Alaska.

The board is responsible for management of the 
corporation but has deieeaced certain powers and 
duties to Frank G. Turpin whom the board selected to 
serve as the raiiroad's president to guide the day-to-day 
operations of the corporation. He joined the raiiroad 
immediately upon transfer;

GOALS FOR 1985
As chief executive officer. Turpin sec three goals 

for the new corporation: earn a profit without seeking 
state subsidies, broaden management emphasis from a 
concentration on operations to include markenng ana 
finance, and modernize the raiiroad's rolling stock, 
equipment and physical piant.

Giant steps forward were accomplished in 1985 in 
all three areas. Eacn step meant cnanges as the raiiroad 
moved away from federal procedures and began 
operating more Like a private business.

The first goal of earning a profit without state 
subsidies was accomplished m the first year. To control 
future spending and to get the best value from its 
revenue, the corporation developed a three-year capital 
spending program. The plan includes replacement or 
addition of several units of rolling stock and heavy 
equipment. The net result wiil be lower maintenance 
costs and unproved service to customers.
MODERNIZING THE RAILROAD

The three-year plan also tied ui with the corpora­
tions goal to modernize tne raiiroad. To improve freignt 
hauling capabilities, go new mtermodai flatcars called 
•arncuiarea" cars were purcnasea for 54.5 million. The 
fust step towaid upgrading the aging locomotive fleet 
•vas the purcnase of five new state-of-the-art diesel 
locomotives vaiued at si million each. The cars and
1 :ttrr.C ttV CS —.T t .c J  »■ >.he j i i iu i i j  u i io o u  aaiU -vere
piaced in service immediately. At the close of die year 
the fust of two 4S~eat. seif-proDeiled rail diesel cars 
■RDCsi amvea. The reouilt cars were purchased to 
improve ana reauce the cost of the winter passenger 
service ana to augment summer ana cnarrer services.
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The new can and engines were ofacained 

through a lease purchase program, chat allowed the 
corporation to avoid seeking state subsidies.
While che railroad had not been able co cake advan­
tage of the lease purchase option under federal 
o w n e n m p .  che corporation's unique position as a 
quasi-puDlic enterprise enabled che railroad co m ake 
die best use of its revenue by leveraging its cash and 
buying on credit.

N E W  M A N A G E M E N T  EMPHASIS

Ocher changes occurred within che railroad's 
rmance Department as steps were taken co equalize 
the emphasis on the three key departments in che 
railroad: operations, marketing and finance. A com­
puterized accounting system was implemented co 
improve what had previously been manual procedures. 
Generally Accepted .Accounting Prmcipies tGAAP) 
were adopted as che railroad's accounting standards, 
wmcn more c:oseiv matched revenue to expenses.

The Marketing Department took a more 
iggressive stance in seskmg business for the raiiroad. 
The freight saies division was expanded by the adalnon 
of i  freighc saies manager with responsibility for the 
saies force in Ancnorage and ieartie. Marketing 
deveioped ana promoced r.vo new unit trains, one for 
ovemignc trader traffic and one for bulk petroleum 
products, to oecter meet the needs o f Alaska shippers.

The Operations Department, responsible for ail 
train movements and the upkeep on all roiling stock, 
equipment and trade, in 1985 conducted the largest 
overall roadbed maintenance program m recent years. 
There were 81.000 linear feet of rail replaced, 06.000 
new ties laid and about 000 miles o f main tine track 
resurfaced.
CUE EMPLOYEES

With all the changes chat occurred at che .Alaska 
Railroad Corporation, it is natural that employees 
would feel die impact. Steps were caken co streamline 
some departments while others added personnel. An 
average of 600 employees worked throughout the year, 
with peak employment topping the 900 mark during 
the busy summer construction season.

A  significant change occurred in che personnel 
it ’vas tied to the iaoor relations ana che

■a. V. -q-■ —
-i- i i i • ^5, <

Ooug Engaoration i j a carman for tne 
Alaska flaiiroaa m rairoann. An 

average of 600 tmoiavmi wonted 
Jt tne raiiroad in 1085.

compensation and 
benefits divisions under 
the corporate umbreila 
.:tle of Human 
Resources Department. 

  1 but uoout 120 of the corpora­
tion's employees are represented ov unions. 

There are seven bargaining units representing five 
unions: American Federation of Government 
Employees i blue collar and white eoilar uiutsi. 
.American Tram Dispatcners Association. 
Agents/Operators I'nit: American Tram Dispatchers 
.Association. Train Dispatchers I"rut: Srochernoou of 
Railway Carmen of the U.S. ana Canaaa. international 
.Association of Machinists and Aerospace Workers, unu 
the united Transportation Union.

Under feaeral and state law the union contracts 
in existence at the time of transfer are to be 
renegotiated by the corporation within the first two 
yearn of operation under stace ownership. Beginning m 
.August i985. for the first time m the history of tne 
.Alaska Railroad, all seven bargaining units and manase- 
ment mec at the oargammg taole to begin hammermg 
out new contracts. Negotiations wiil concmue m 1986.
THE FUTURE

Despite all che changes and reorganization ic ex­
perienced m 1985. the .Alaska Raiiroaa Corporation is 
iookmg to 1986 as another year of cnailenges. .An am­
bitious program is planned to continue to upgraae and 
improve the radroaa's track ana roadbed, its roiling 
stock and its physical plant. A 566 miiliorr operating 
budgec was approved by the Board of Directors for i9S6 
plus S13.3 million in capital improvements.

The Marketing Department will concmue its ag­
gressive stance in seeking business for the railroad 
while providing new. more improved services co meet 
the customers' needs.

While 1985 was a year of transition for the .Alaska 
Railroad. 1986 is expected to be a year of fine-tuning 
thac will bring the corporation into the forefront of -he 
transDorcanon inauscr.- :n Alaska.

Millions
nCoiiarsi
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V  ■ '!■ he Operations Department is the part of the 
'•J - railroad most people are familiar with because

it is most visible. Operations has three major 
. divisions: Transportanon, Motive Power and 

Equipment, and Engineering. Together these three 
divisions are responsible for all train movements, for 
the upkeep of ad rolling stock and equipment, and for 
construction and maintenance of the track and road­
bed and ad railroad buddings.

Other divisions in Operations are less known, 
such as Security and Claims, Operating Rules and 
Hazardous Materials. Security ana Claims is responsible 
for the security of the line including preventing 
trespassing and for investigating train and train-relaced 
accidents. This department aiso processes ad claims for 
lost or damaged freight and equipment.

The Operating Rules Department administers the 
railroad s rules program for operaung mains and equip­
ment. To ensure understanding and compliance of the 
operating ruies and special instructions, penoaic train­
ing ana testing a  provided for operating personnel by 
this department.

The Hazardous Materials Office is responsible for 
inspecting equipment, rolling stock ana buddings for 
compliance with corporate rules and 
regulations regarding the use and 
transportation of hazardous macenais.
ENGINEERING

tn 1985 crews replaced about 
25.000 crossnes. reiaid 81.000 linear 
feet of mainline rad using premium 
alloy rad. and turned another 40.500 
feet of rad on curves. More than one- 
thira of the rad system, or about 200 
mdes. was surfaced.

Br.age crews repaired and 
upgraded 23 steel and timber bridges, 
including the repair or installation of 
timber stringers, bulkheads, pilings, 
guard rads and bridge aes/

The single largest maintenance 
expenditure totaded about 52 million for rehabilitation 
of five tunnels between mde 51 and 53 of the mam line. 
The two-year. 54 million project, about 50 mdes north 
of Reward, will oecre3se maintenance of the tunnels 
ind improve operations- througn chat section of mack. 
Work compieiea by the project contractor in 19S5 in­
cluded rock bolting of ail che tunnels, ditching to im­
prove drainage, and pounng four of 10 new reinforced 
concrete tunnel portals.

The Engineering Department coordinated with 
-.he state Department of Transportation ana tne 
Municipality of Anchorage in construction of two 
zraae-separated crossings in the .Anchorage area. The 
worst mciuaea tnree new railroad bnages at Dimond

" o m  Avottuc. ana'Jampucu C»c c a . uius i.o
miies of new mainline track. Work was begun aiso on 
:ne Municipality s West Northern Lients Boulevard pro- 
;ect m Ancnorage. When compietea in 1986 it wdl be

simdar to che grade-separated crossing ac Dimona Boulevard
Engineering also coordinated with the Depart­

ment of Transportation in Fairbanks in making crack 
changes to the Fairoanks Yird to proviae space for con­
struction of a highway nearby and an overpass across 
che Fairbanks Yard. The work included construction of 
a badoon crack to replace the wye and will eliminate a 
crossing in the middle of the yard.

Most of the work completed by the Engineering 
Department was designed to improve or enhance ocher 
areas of che Operations Department. For instance, elec- 
cncai service was instaded at the .Anchorage and 
Fairbanks van terminals co provide "keep from 
freezing" i'KFFI trader service. -OFF provides snippers 
with electrical power for heacing and preserving aooas 
si :pped during the winter in traders on flat cars.

increased cruck-tnnler traffic on the Alaska 
Raiiroad led co the construction of a 4.000-foot van 
track in Whittier to improve crader-on-fiatcar 'TOFO 
service. Ocher van terminal improvements were maae 
both at Whiraer and Seward including new trackage, 
iigncing and drainage.

Upgrade of 12 mdes of the Eieison 3ranch was 
begun ’with the replacement of 4.5 
mdes o f 73-lb. .-ad with seconahana 
115-lb. rad that was replaced on the 
mam line. The branch iine serves Ft. 
Wainvvright. North Pole ana Eieison 
Air Force 3ase. It is used for deliver.’ 
o f coai to fuel the mdicary s power 
piants. A 4.100-fooc siding was con­
structed on the branch line ac North 
Pole ro accommodace increased traffic 
expected co result from the expansion 
of the nearby od refiner.’.

Throughout the year Engineering 
employees worked to upgrade and im­
prove the raiiroad's physical piant. 
Facilities at Fairbanks. Denad Park. 
Ancnorage and Seward were painted 
or remodeled: water heating and 
sewage systems were unproved: and 

roofs were replaced or insuiated to reduce maintenance, 
repair defects, reduce heat loss and improve appearance 
ana operation.

The single largest physical improvement was con­
struction of boder plants in several .Anchorage facdines 
as pan of the final phase of a three-step utility moaem- 
ization program that eliminates the railroad's 
depenaence on a nearay rugn-cost. outmodea. com­
mercial heating piant. The results are significant 
enerw savings and improvea working conaicons.

The project included installation of five oouers. 
including three 400-norsepower steam boiiers in the oid 
blacksmith snop. which when constmctea in the early 
1920s was the nnvmqi n.ilrnw t'0 'ier tiar.t -jt.-i nr.-, 
.do-norsepower not water boders i’ i a new oudamg 
constructea near the Anchorage warehouse area.
Three smader plants were mstadea to neat the general 
office budding, wnich houses the .Ancnorage Passenger

UaM ttrmea woor*rt inmuno * now. mgn rtcn- notoqj mmn« r t  rtUmoa cmotingt mot will 
provmo t  ootttr cm tung ourtoco lor f/i# tr* voting putHle.
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Depot: the annex, which includes the accounting and 
computer personnel: and the Anchorage frergnc house, 
vtuch includes the procurement offices.

This project wiil be completed in 198*5 with instai- 
iation of an energy management and control system, 
some minor renovations to buildings, and relocation of 
the car cleaning fatality.
MOTIVE POWER A N D  EQUIPMENT

While the Engmeenng Department was working 
m 1985 to improve the condition o f the railroad tracks, 
roadbed and physical plant, the .Motive Power and 
Equipment (.MP&E) Department acquired new rolling 
stock and equipment or overhauled much o f what was 
already on hand.

Major purchases included five new state-of-the- 
art GP49 diesel locomotives manufactured by the 
Electro Motive Division of General Motors. The 
liGO-aorsepower locomotives have an ann-wheel-siip 
system that improves train performance ana fuei 
consumDtion.

In an effort to improve the reliability o f tne ex­
isting locomotive fleet and to reduce maintenance 
costs. MP&E completed a major overhaul of the elec­
trical components and tracks on two locomotives ana 
completed the rewire and eiecmcal upgraae to control 
circuits on a chird. A fourth locomotive was repowered 
with new pistons, cylinder liners and heads.

Several locomouves were juaged beyond 
economical repair and were retirea, Including No. 1500. 
.An F-7 engine chat had a glamorous his tor/ with the 
Alaska Railroad. No. 1500 provided che power for many 
ceremonial trains including two trains used aiming 
transfer ceremonies in January. No. 1500 also was 
feacured in a modon picture filmed on the Alaska 
Railroad in I98o called "Runaway Train." it was che 
grand old lady’s last official duty before being retired 
and donated co a local transportation museum.

To improve freighc-hauiing capaoiiities. 45 ar­
ticulated incermodal cars were purcnasea for TCFC 
service. Eacn car is hinged, or arnculaced. in cnree 
sections co allow for easier tram movement. There is 
space on eacn car for three trailers. The cars are usea 

^ pnmaniy for hauling trailers ber.veen .Ancnorage 
A ana PairnanKS.

At tor ttrt. 'Jit mtrota vara In fnroania inauan noout aaO acna n ait n tart of tot citv. a raw of tmcoittta tin cars mown n  
ctm trnm a traiiara torantomam lo Ancnoraqa.

in t. tot Alaaxa ilailtqatt owna aoout 680 terra naar oarmtown Ancnoraqa. moat or twncft la at tor mouto at Stno Crate. n rn» ZMCxqmuna ut rr*« rounanemat * nan til acuiomant nmnttn* incaanaraoatcaacaaooa.



MP&E began construction of two power cars and 
wired 15 of the new articulated cars :c proT.de eicv- 
tncity for trailers carrying perishable goods and other 
commodities that might freeze.

Two self-propelled passenger cars were purchas­
ed in 1985 also. The cars, known as rail diesel cars or 
P.DCs, were rebuilt with che installation of twin 
347-horsepower Cummins engines and twui-disc 
transmissions. The first of the two cars was received in 
December 1985 and was placed in winter passenger 
service at the start of che new year.

For the first time MP&E placed an employee in 
the railroad s Seattle office to work exclusively with 
shiDpers in solving technical problems related co equip­
ment use and loading requirements. A program 
establismng new rules for open-top ioads was initiated 
to reauce the cost to shippers for improperly secured or 
heavy loads.
TRANSPORTATION

Train movements increased dramatically in 1985 
ana the Transportation Department worked co ensure 
those movements were made safely and efficiently. 
Gross trading ton mdes. a measurement for the move­
ment of one ton over one mde. were up 25 percent in 
1985 over 1984. Freight traffic accounted for the major 
portion of this increase, but passenger traffic also rose. 
Ridersrup surpassed che quarter-million mark for the 
fust time in the railroad's history’.

The first full year of export coal service by the 
raiiroad was completed in 1985. A steady source of 
revenue was aenved from the three-unic-crains-a-week 
movement of coal from che Usibeili mine at 
Heaiy to Seward for export co Korea. The contract for 
nauiing export coal began in December 1984 and 
since its inception 132 coal trains have hauled 
571.000 tons of exnort coal.

Jim TrueolooO. J locomotive atecmaan in Ancnorage. matalla a new oeannq on s locomotive engine alternator. -
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Ln addition, 562.000 rnns nf ma[ >«'ere moved 
irom Heaiy to the Fairbanks area to provide fuel for 
five power plants in Intenor .Alaska and the military 
bases at Wainwnght, Clear and Eieison.

In May 1985. a new incermodal freight service 
was inaugurated caded the Arctic FOX. or Freight 
Overnight Express. This semce is a unit trader train 
that provides six-days-a-week overnight dedvery of 
traders and containers berween Anchorage and Fair­
banks. The Arcac FOX operates with an average of 10 
articulated flat cars that provide space for about 30 
traders or containers. The FOX hauled 5.332 traders m 
its seven months of operation in 1985.

The FOX is the fust cabooseless train service 
operated on che .Alaska Railroad and the first semce 
operated with a two-member crew. This was maae 
possible by the addition of train rear-end devices. These 
end-of-train monitors provide viral information to 
locomotive engineers operating cabooseiess trains.
Each device consists of two units, a receiver in the 
locomotive cab and a transmitter on the rear car of tne 
train. Together these units allow crews to monitor air 
braxe pressure, detect moaon ui the last car of the train 
and measure train distances traveled. The units aiso 
provide the rear-ena car with an FRA-required amber 
Light that automatically turns on at dark.

During che same time che .Arctic FOX semce was 
iniciated. the Anchorage freight house operations were 
discontinued. All services for ioading and unloading 
radcars. consolidation of freight, and rubber-ure 
dedvery were contracted to local businesses ui an effort 
to divest from some iess profitable, labor-intensive 
operations. Because of the railroad’s rapid growth in the 
incermodal business, ad .Ancnorage freight house 
employees were transferred to Intermoaai Services, 
wnicii was established as a separate division within the 

Transportation Department.
In October, the railroad-owned and operated 

Healv Hotel was closed and che budding sold ac 
public auction. The hotel had been in operation 
since 1946 and provided lodging and meals for 
r. .'road employees.
Ctma Brvotcs. a macnimst In tne Ancnoraqa wneet anoo. uaea a 
canoer to measure tna ana oora at a wneet.
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3ecause of its high operating and maintenance 
costs, the hotel was closed in favor of a more economical 
means of providing these services by contracting with a 
local motel and cafe at Heaiy.

In December the second new freight service for 
1985 began operating. A daily unit tank train service 
between Fairbanks and Anchorage, called the Oil 
Worker Limited or OWL. transports petroleum products 
fiom the local oil refinery southbound to Anchorage 
and gasoline northbound to Fairbanks from storage 
yards m Anchorage. This daily service greatly improved 
freight delivery service for these commodities and 
turnaround time on empty tank cars.
OPERATING RULES

In late 1985. after extensive review and consulta­
tion with railroads operating in the Lower 18. the 
Operating Rules Department oegan training operanng 
personnel on an innovative new system known as Track 
Warrant Control. This system is used on many ocher 
L'.i. railroads and is designed co expedite the move­
ment of trains while providing a sax'e and efficient 
operation. It will replace che complicated and time- 
consuming train oraer mechod in use ac che Alasxa 
Raiiroad tor decades. Target 'late for railroad-wide im­
plementation of the Track Warrant Control system is set 
for February 1986.
SECURITY .AND RISK M A N A G E M E N T

With the transfer of die .Alaska Railroad co state 
ownership, che new corporation was required co 
organize a risk management program to provide in­
surance for property damage or loss, chert, tire, van­
dalism and ocher pocennai liabilities. For the first six 
months of 1985 che raiiroad operated on an interim pro­
gram with coverage provided under the state of 
.Alaska’s nsk management program.

During this interim period a review of the 
railroad's insurance needs was conducted and a risk 
management program developed chat was markeced co 
domestic and foreign underwriters.

Wich the first year of experience as a reference, 
the nsk management program is being assessed and 
modifications being made as the insurance markets dic- 

* tate and as the corporation also continues to define and
refine its specialized insurance needs.
HAZARDOUS .UATERLALS

.As pan at its continuing safety urogram, the 
Alaska Raiiroad provided training ana information 
regarding the loading and movement of hazardous 
materials to shippers as wed as iocai tire tignong ana 
emergency services personnel along the roiibeit. The
-U7jipnon«l yioronoic N»g/«niic» nwwwunr “W?TT"*TT" •*
customers to ensure chat matenais snipped on the 
AiasKa Raiiroad are loaded and placarded in com­
pliance with federai regulations. Examples of materials 
snipped in 1985 include petroleum products sucn as 
gasoline ana ;ec fuel, ana chenucais for use in 
manuxactunna. ji*Y*untltr*nttr»taMM*ln»*rPMfnar. ,n mo xtranuua -ujmiloo torat of Ancnortq*.



“  'a _ o achieve che business eoais of che new raiiroad. 
ciie iviarketing Depamnenc expanaea cne ac- 

L  avities o f che department, piaang greacer
' emphasis on deveioping new markets for che

railroad's services.
Marketing's role within the corporation u^'-.des 

selling, pricing, rate and service contracting, cost of 
service analysis, market planning, market research, 
market development, customer service, advertising and 
promotion of both freight and passenger service. It also 
includes management and development of che real 
estate holdings of the corporation.

Rlaarsnio on msAltstn RsUrata :aaosa 2S7.SCQ In 19S5. an ,ncnm»at 10osrcsrttovsr 1334. Moot oaasangsrs trrrsumg an 
:ne rail rata vnvM  ay cnuao snip :n WhlWtr. root tnsPcnsrgp- iVhirtltf srxntia. or map tna axprsss rana asmnq OsnaJ ,‘ltttonalPsrK. .
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gasoline and ocher petroleum Droducta Tne eificipnr - 
of this semce has made it possible for che customer co 
double che shipping volume without increasing che 
number of tank cars it leases.
FREIGHT SERVICE

Freight semce is the most important source of 
income for the railroad, in 1985 it resulted in cnree- 
quarters of the corporations -567 million in revenue. 
Passenger semce and real estate revenues accounted 
for another 13 percent of che coral.

Over 90 percent of freignt revenue is derived 
from five areas: rail cars from the Lower 46. 
coal, petroleum, gravel, and TOFCCQFC • trailer 
on flat car/container on flat car.: The remaining 

; percentage of freight is split between pipe 
>" shipments and locai freight. Pail cars, coal ana * TOFCCOFC are handled predominately at cwo of 

Alaska's major ports. Seward and VV:aittier.
ymittlar is on* ot Aissxa ‘s motor Dorrs ana is aiso an imoorranttmgntlarmtnrt forma Alaoaa Paurasa. Rail cars, irucx trsilsra ana corramsrs on mg goaas ro Alatra inrnugn whmisr.

New semces developed during 
1985 demonstrate the railroad's 
dedication to customer service. The first of 
these specialized semces was initiated only four 
months after che raiiroad transfer Named the Arcuc 
FOX fFreight Overnight Express), the semce provides 
overnight deliver;.- of high priority, highway nailers 
between .Anchorage and Fairbanks using specially 
designed ana ciliated flat cars the fust equipment 
purchased by che railroad in 1985. The efficiency' of 
che FOX operation permits the raiiroad to compete 
with motor carriers in this market ana pass the cost 
saving along to the Alaska consumer. Since its 
mcepnon in May. che popularity of che FOX has steadily 
increased. 3v the end of che year it was onpranng 
reguiariy at over 90 percent capacity.

Another priority semce begun in 1985 was the 
OWL. Oil Worker Limited). This daiiv *nun transports 
;et fuel from the petroieum refinery' at North Foie to 
Anchorage, retumme to the Fairoanks area -with

Srtraro usnams- ' maior oort sarvac
aytnsrsrlrosa. Cot 

aroora. rail cars Ira liars ana imoonac 
proa sruoman a art 

movpa Oy ms railrox 
from this small saacor 

community
A irattsr is tmoppd on an arrtcuurtsa titt car. onset as soaaathy ossagnso can oougnt toy morsnmsanrt9SS. Ssctt list car can carry thrsa trail an.

One-fifth of the freight 
revenue is derived from coal 
shipments either export or iocai 
delivery. Alaska coai a  exported to Korea 
through a major coai cmnsioaaing facility unit 
at che Fort of Seward in 1984. The coai export contract 
with the Koreans runs through 1992. Dunne che first 
year of che contract I actually 13 montns mciuaine 
December 10S4) C7I.3CC Uim ui '.-uni renvo<’  "> 
Seward. That is aoout 20 percent oeiow che volume 
projected because of icwer consumption oy the 
customer. Korea EUectnc Fower Company.

Coal shipments within Alaska were aiso lower 
chan expected. Warmer cnan usual temoeratures m



Interior Alaska resulted in reduced consumption by the 
rive power plants in the Fairbanks area ana the nearby 
military bases that use coal for fuel. About 562.1)00 
tons were snipped locally in 1985.

Gravel and sand shipments, which move in unit 
trams between the Macanuska Valley and .Anchorage, 
were the fifth largest revenue producers among all 
commodities shipped by rail. These shipments are tied 
to the cyclical rise and fall of the Anchorage area con­
struction industry, which began to decline in 1985. 
.Although lower activity in nigh wav and building con­
struction is anticipated" again in 1986. a high volume of 
gravel is expected to move via the Alaska Raiiroad.

The .Alaska Railroad connects with a number of 
water carriers providing a variety of excsilenc services 
from the Lower 48 to .Alaska ports of Whittier. Seward, 
and Anchorage. Major rail earners and crack lines con­
nect with these water earners ac Seattle. Thcoma, ana 
Ponce Rupert. 3nnsn Columbia. The water camera 
provcae frequent raii car oarge. traiiei; and container 
service.

.Among the extensive raiiroau properties 
are the moaem facilities ac the ice-free ports of 
‘•Vaimer and Sewara. Buik and container 
cargos are unloaded ac these ports for further 
transportation via rail and truck.

Interior Alaska covers thousands of square miies. 
much of it primitive wilderness: and. its towns and 
settlements are often isolated by distance and terrain. 
3ut. although the .Alaska Railroad goes no farther than 
Foiroanks. it uses a combination of transportation 
modes. Including motor camera, river boats, and air­
craft. co carry freight to che remote comers of the 
state.

Freight is transferred at Nenana to river barges 
which provide chrough routes and races in connection 
with the railroad. Trus nver freight service extenas 
aiong cue Tanana and Yukon rivers to Fort Yukon, and 
even co Marshall, just 150 miles from the Bering Sea. 
The raiiroad has for decades provtaed crus essennai ser­
vice co che 3usn. and is continuing co upgraae cranspor- 
cation facilities and services.

The raiiroad competes actively for che crunspor- 
canon of imported steel pipe products, which move uico 
AJaSfta principally tnrouzn che poras of Sewara.

Anchorage, ana Valdez. The miiroaa 
moved 74.uOU cons 

of pipe m 1965.

The •taz/fcsif" region of Alasxa runs 
-iTO miles from Seward :o FairoanKS. 
connecting souincantrai A laska as 
veil as :he mtenor ana Proahae 3ay 
viin .vaier carriers from Canada, 
me i.zw6r aa. and tne Pacific Sim.
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An aggressive marketing effort and improved ser­
vice b”  rad 'ar* co a m-mne iw’nvpn' in this business in 
December. Ship traffic dirough Seward resumed late in 
che year, discharging pipe for movement to tne North 
Slope oil fieids through the railroad's terminal m 
Fairnanks.

The Alaska Railroad Corporation is a major sup­
plier of transportation services for the petroleum 
Industry. Steel pipe, drilling compounds, machinery, 
and supplies routinely move over the railroad to 
Fairbanks for further movement by motor earner to the 
North Slope Massive drilling rigs are fabricated by an 
.Anchorage firm then disassembled for transportation 
co the oii fieids.
PAS5ENGER SERVICE

The majority of the 257.000 passengers who 
chose the Aiasxa Raiiroad for rravei in 1985 arrived on 
cruise snips through che raiiroad's port of Whittier, rode 
che Portage-Wrutner shuttle, or rode the express trains 
serving Denaii National Park. Ridership rose by aimost 
10 percent over-1984, making the year a record for the 
raiiroad's passenger train service

The purchase of two specially rebuilt raii diesel 
cars (RDCs) received in late 1985 is expected to reduce
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significantly the cost of wintertime rail service co rural 
areas, where che greater part of passenger service 
losses are incurred. These sell-propeiiea passenger cars 
are available for charter and excursion trains and co 
supplement ocher passenger services wnere necessary.

The Alaska Raiiroad" offers several types of 
passenger services, depending on season and destina­
tion. These services include the Denali express, che 
rural local service. Whittier shuttle. Seward excursion, 
and winter service.The Denali express is the summer service on che 
.Anchorage - Denali Park - Fairbanks route. Trains leave 
.Anchorage and Fairbanks daily from late May co mid- 
September and serve Denali National Park each way. 
The Denali express is che las: traditional intercity 
passenger train in the United States ana provides spec­
tacular views o f Mt. McKinley, the tallest mountain m 
North America.

The rural, or Bush, service which moves peopie 
and their belongings i sucn as animals, supplies, ana 
food) to remote areas not served bv men way or air. is a 
major pubuc service of che raiiroad. 3ush passengers 
flag the train at aimost any pom: for personalized ser­
vice. Wintertime se.naal Bush and shuttle semces 
dunng che eignt-month season resuit in aDout 7 percent 
of tne railroad’s annual passenger business. The 
railroad aiso provides weekly small freight shipment 
service to these remote homesites.

The 12-mile mp from Portage to che community 
of Whittier is traveled by what is familiariv known as 
che Whittier shuttle. The shuttle provides the only land 
access to this small but major seaport cown. Passengers 
may nde che train or in their vehicles that are loaded 
onto flat cars at Portage. Much of che mp is through 
tunnels because of the many rugged mountains en­
countered between Portage and Whittier. The train 
makes several round trips daiiy between the two stops 

in the summer. Connections and reservations are 
available with the A'aska Marine Highway 

ferry- service from Whittier co 
Valdez.

Cruise ship service co 
Whicuerandsi. 
cant increases in  
recreational use of 

,7 che Pnnce William
/ / Sound region, ooupica

with a banner 
’/ /  counst year on che

* Valdez to Whittier
state ferry route. p boosted tne numoer of

f passengers on che Whit­
tier shuttle ov over 20 
percent. Ridership in 1966 
oromises to exceea 1985.
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Passenger trains to Seward 'will begin reguiar 
service m 1986 after a 30-year absence. The Raiiroad 
was the ongrnai 'ink becween .Anchorage and Seward 
but service was discontinued when highway travel 
became more popuiaa During the summer the railroad 
will offer a weekly day-tong excursion from Anchorage 
to Seward. Passengers will see glistening glaciers, 
expenence the view from high rocky ledges and wind 
along canyon streams on this 230-irule round mp 
through some of Alaska's most beautiful mountain 
temtor/.

Winter passenger service is provided on a reduc­
ed scale during the shoulder season of September to 
May. Passenger trains travel between Anchorage and 
Fairbanks twice each month and co Hurricane twice 
each weekend.
REAL ESTATE

The .Alaska Railroad Corporation controls apprax- 
mateiy 28.000 acres of land from the ports o f Seward.
V nm er and Anchorage co the interior city of Fairoanks. 
.Approximately 40 percent of the :ana is a transportation 
rorr.aor or raiiroad nghts-of-way. The remaining reai 
estate includes operational and nonoperanonai parcels 
vithin raiibeit communities.

Since transfer of the raiiroad to state ownership, 
h r  iCooe .»nu •iurtr'i iic i hr "Mj*i Esfiie Tei'irtf.er.i iuiv 
tpanaeu to tnciuae a greater involvement in Lana-use 
ranninz. Coordinated •efforts oetween Operanons and 

Reai Estate departments have been initiated to identify 
nirpius lands avmlanle for long term lease. This would

result in a more efficient use of undeveloped railroad 
properties. Leasing policies and practices nave oeen 
written and implemented co create a more equitable and 
consistent approach to land management. Innovative 
ground lease techniques such as rent credits for certain 
non-aepreciaole lessee improvements and rent caps that 
create predictable and financially attractive lease 
documents will be made available ’under this new policy. 
Real estace revenues for 1985 were approximately -34. j  
million.

During 1985. a study was initiated ro analyze and 
recommend for the department an office automation 
system co catalog and create a database co store some 
1.200 real estate lease and permit contracts. The recom­
mendation will be implemented in 1986.

Positive steps are being taken :o develop a closer 
working relationship within raiibeit communities. The 
Reai Estate Department recognizes the need for a more 
cooperative approach between the .Alaska Railroad Cor­
poration and its host municipalities and boroughs.
THE FUTURE

To implement the Marketing Department's 
diverse rote within the raiiroaa. i  formai marketing 
plan was developed by the department ana in iate 1985 
was approved by the .Alaska Raiiroad Corporation

ot Diro/?rnr?. A  *.̂ r at n ••***• ic

new. aggressive marxeang programs :o esiaoiisn che 
identity of the Alaska Raiiroaa throughout the North­
west as weil as in the .Alaska shipping community.



he Chief Counsel and his staff were kept verv 
*" ~ ousv m lyao wun cne mynad legal issues 
iu facing the new railroad corporation.
>w Topics renewed during the year by the legal 

sta ff included real estate, regulatory review of the rail 
industry and the raiiroad’s rate structure, personnel 
and labor relations, commercial financing, and nsk 
management.

The State Transfer Team, which was created 
prior to cransfer o f ownership of the railroad to coor­
dinate that process, passed responsibility for many 
legal tasks to the Chief Counsel in the first quarter of 
19S5. Foremost among these assignments was conti­
nuing oversight o f the conveyancing o f 38.000 acres of 
railroad parcels and right-of-way from the federal 
government to the corporation. Survey, description, 
and procedural issues continue to oe overshadowed 
by Native corporation claims to valuabie railroad 
parcels. The railroad was involved in negotiations 
witn Ahtna. Skiutr.a and Toehettheie native corpora­
tions. An agreement was reached with .Ahtna Inc. in 
1985. Negotiations will continue m 1986 to resolve the 
remaining claims.

The interpretation and application o f both old 
and new railroad leases required considerable legal 
support. Corporate attorneys assisted in development 
o f a new ieasing policy and new master lease. The 
legal office also participated in the development o f 
corporate relations with many state, federal, and 
military agencies regarding mutuai land ownership 
and management concerns.

The legal staff was instrumental in the financ­
ing o f millions o f dollars in new equipment purchases 
in 1985 by preparing and negotiating necessary com­
mercial documents. Procurement of equipment and 
materials also required legal review of solicitation 
packages and legal assistance in the resolution o f bid 
disputes.

Competitor challenges to the corporation's pric­
ing o f piggyback traffic (truck trailers on flat cars.) led 
the Chief Counsei to retain transportation and ac­

Terrv ’l

counting experts to review che corporations rate 
costing practice. The studies confirmed chat tne cor­
porations pricing was appropriate.

Competing water earners fought unsuccessfully 
co der.v che corporation any participation m the In­
terstate Commerce Commission's exemption o f boxcar 
traffic from regulation. T..e exemption will permit 
more freedom in the marketing of transportation 
services.

Through che first year o f state ownership, che 
corporation received relatively few claims for per­
sonal injury and property damage related to raiiroad 
operations. Corporate counsel participated in resolu­
tion of several of che claims and in review o f che cor­
poration's nsk management procedures.

Given the breadth o f L985 corporate legal af­
fairs. the Office o f the Chief Counsei will be challeng­
ed by chese and new assignments in 1966.
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'mf\ 5 a federal agency, che .Alaska Railroad had 
‘ \ adhered co federal hiring practices and 

r. \ ' personnel procedures. With transfer of 
.1 ownership co the state, che raiiroad began co 

develop and implement policies and procedures chat 
more cioseiy responded co che needs of che new Alaska 
Railroad Corporation.

in che process, several, personnel and employee 
relations functions were consolidated into one depart­
ment. The Human Resources Department was created 
from che old Personnel Office. Added to it were 
Organization. Compensation and Benefits. Labor Rela­
tions. and Health. Safety and Environment. This 
reorganized department provides a full range of 
employee relations services for both management and 
employees. Affirmative action and che streamlining of 
recruiting and hiring practices are a cop priority in oec- 
:er utilization of che work force.

Among che major Human Resources projects in 
‘.985 was conversion of ail personnel and payroll 
records co a fully lucomaced. compucenzed system. 
Complete conversion co che new records system was ex­
pected by February 1986. This change wiil a iio w  reaav 
iccess co employee data ana will insure an accurate
a m m r t v p A  n x r » o p r i  « 5 V C T A r n

— .     * .  .human resources piayea a significant roie m 
.oor negotiations in 1985. According to both che 

federal cransfer ana state corporation acts, aruon con­
tacts in existence at the cime of transfer to state 
iwnersmp are co be renegotiated by the corporation

within che first two years of state operation. Beginning 
in August 1985. for the fust rune ui che history of cne 
Alaska Railroad, representatives from ail seven oargam- 
ing units and management met ac the bargaining caDie. 
This unique process called for bargaining with ail e 
unions at once on items common co ail che urncs. 3 y 
year's end significant steps had been made coward 
reaching a mutually agreeable master contract.

Negotiations will continue in 1988 co finalize che 
master agreement after which each bargaining unit will 
have an opportunity co negotiate an addendum 
specifically for each union.
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Administration of all benefits programs for 
railroad employees is managed ov tne organization. 
Compensation and Benefits Department m Human 
Resources. This department administers the new Life 
insurance and medical care programs for employees, 
including vision, hearing and dental care. This new pro­
gram is designed to cover new employees and transfer­
red employees and was implemented in February’ 1985.

This department aiso implemented a pension 
plan and a tax-deferred savings plan for non­
represented employees. These plans allow employees to 
contribute a portion of their pre-tax earnings to a 
retirement and investment program. The deferred sav­
ings plan allows employees to build funds for their 
retirement while reducing their current raxes.
'mpiovees who participared in the Civil Service Reore- 
.nent program pnor to transfer remain in that system.
W 1  ■■■>■ ■ JWJI mi IUUI . IJI.IIMIU.il IJIMWWIIHjimiW

A safe workplace and working conditions have 
always oeen a priority at the AiasKa xauroaa. 
Corporation-wide training programs in first aid and car­
diopulmonary resuscitation were provided several 
times throughout the year by the Safety Office. Safety 
meetings were held throughout the raiiroad on a 
regular basis to keep safety in the forefront of 
employees' minds while at work and at home.

The result was a reduction in accidents and 
senous on-the-job Lpjuriea At the close of the year the 
Alaska Raiiroad Corporation was in contention with 
other railroads of similar size for a second piace Har- 
nman Award. The Harnman is a national safety award 
presented by the Federal Railroad Administration. The 
railroad received a fourth place Harnman in 1984 and a 
third place in 1983.
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hen rhp Alaska Railread changed hands from 
v./'- ■ federal co scare government. che Finance

Department was a primary recipient for
' dramatic alterations. The changes were pan of

a corporate three-year plan generated in early 1985. The 
Finance Depanment as well as the corporation met or 
exceeded its goais for the first year.

The financial reorganization began with a 
management-onented focus on the department. Accord­
ingly, the position o f Vice President of Finance was 
created, 'with all finance, information systems, procure­
ment and supply departments reporting co this posinon. 
Formerly, under federal administration, those depart­
ments reported co che Department of Administration.

An important objective outlined in che chree-year 
plan was che purchase of new equipment, D nder federal 
administration aii major purchases were paid by cash ap­
propriated by Congress as part of the federal Depart­
ment of Transportation budget. The new Finance 
Department was aoie co prepare a financal package that 
empnasizeo lease-purchase agreements for equipment 
and aiso established a credit line for the new corpora­
tion. The package resuited in che purchase of 
approximately 512 million in new equipment such as flat 
cars, locomotives, rail diesei cars and computers. The 
corporation spent an additional 310 million for 
improvements to the mainline track, tunnels and ocher 
areas.

Installation of an on-iine accounting and financial 
system was another giant step taken by Finance. A new 
CBM 4361 computer was adoed which handles accounts 
payable-receivable. general ledger, inventor/, purchas­
ing. payroll and personnel management. The new system 
uses modem on-Line capaoiiines as the standard for its 
operations, which pnor to transfer had depended on a 
manual accounting system, in addition co updating the 
railroad's finance and record keeping capabilities, the 
Finance Department was responsible for expanding the 
use of personal computers in several work areas. The 
new PCs generate a huge time and cost savings in every 
departmenc in which they are used.

A major activity of the new corporation in 1985 
was wrapping up all accounts receivables and payables 
left behind by the federal government. The Federal 
Raiiroad Administration (FRA) contracted -with the 
Alaska Raiiroad Corporation co collect outstanding 
accounts receivable and make payments for outstanding 
federal debts. Over 512 million of federal accounts 
receivable was collected by the corporation, mucn of 
wmch was more chan six months past due. The corpora­
tion received a collection fee based on its contract with 
the FRA.

Another major activity specifically involved the 
corporation s surplus inventories. The Finance Depart­
ment streamlined the warenouse and suppiy operations
nv Jiimmonwft iiT/cr.tcncs * U - .u. yUwlic
auctions heia cnrouenout 1985. generating aptiroximate- 
iy 51 million in revenue. A more efficient suppiy opera­
tion nas resulted from the reauctions.

Saw comoutan nato Dava Brazil, oomoutar ooarator. to itraamilna tna financial arui neon katotng pmcaaa lor tna railroad.

The corporation began divesting itself of the 'gut 
shop business in 1985. Though not finalized at the ciose 
of the year, sale of the Passenger Depot girt shops to the 
private sector is in progress.

Tha accounting caoarrmarrt 1.1A ncnoraga arm auoatartoailv uooalati mifitna 
J coition ol a nan com out ar wmcn nanolaa accounts cayaiut and racaivaon, ganarat laegar. mvamory. purcnaatng, payroll and oaraonnai managemant.
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W  3^ W noq rofjôins? np J orvnciHor tho mo-
^  jor accomplishment of the .Alaska Raiiroad
aJ - i . 3oard of Directors was effectively setting

w . the suae under state ownership for the
future successful management of the Alaska Raiiroad.

As directors we fully realize that our first respon­
sibility is to the citizens of Alaska. We aiso see a need to 
esubiish an arena of cooperation and accountability 
with the Governor and the sure legislature. Thanks to 
the positive response of Governor Bill Sheffield and the 
oversight committees of the legisiature. we were able to 
estaoiish this bona of trust ana were given che iacituae 
:o function m a free enterprise 
environment. This certainiy con­
tributed to our success in 1985 and 
provided a platform on which chose 
who follow in our footsteps may 
buiid.

At ovr reguiar board meetings, 
in irder to be more responsive co che 
needs of tne communities we serve, 
is well as our customers, an oppor­
tunity is provided at each forum for 
puohc comment. It :s this excnanse 
tnat has given che board of directors 
an opportunity to receive input on 
such issues as leasing policies, bid­
ding procedures, needs of our 
employees, ana tne public response 
to our semces.

T h ic  npjliry rn r.-nnim, | n ica ro  nn c\ inrnj levei wirh 
management, as well as che board of directors, has 
provided a vehicle for public communication that was 
practically nonexistent under federal ownersrup. I am 
sure this was che intent of Senator Ted Stevens and the 
many others who worked so Iona and hard for state 
ownership of the Alaska Railroad.

In 1985 we were able to benefit from tne 
momencum of the pnor year s economy, a staDie wonc 
force and some creative management innovations ny 
the raiiroad management. The resuit was increased 
earnings ana a profit at the bottom line. However. 198b 

wall present new concerns. The 
Alaska Raiiroad. like any ocner 
business in .Alaska, .s not exempt 
from the predicted slowdown m the 
economy. It wiil taxe a concerted 
effort on the part of each of ’is to 
concmue our first year s success.

The board of directors wouia 
be remiss J  each memoer did not 
thank you for your patience ana 
support aunng tms first year. We are 
making history' witn this raiiroau ana 
it is exciting.

\ r  r  r
fX iTT j. v . 'J * h r& L iL /
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oJames 0 . Campoeii
Chairman of the 3oard of Directors

nor to the cransfer of the Alaska Raiiroad 
5  to state ownership in Ja n u a ry  1985. a seven*
£  member board of directors for the Alaska
%  Railroad Corporation was appointed by
Governor Bill Sheffield. Appointment of the board 
fulfilled a requirement outlined in che 1983 Alaska 
Railroad Corporation Act. which established che 
corporation.

The Alaska Railroad Corporation- board is 
responsible for che management of the corporation 
but has delegated certain powers and duties to 
the Chief Executive Officer. Raiiroad President 
Frank Turpin.

James O. Campbell is chairman of the board 
of directors. He was president and generai manager 
of Spenard 3uiiders Supply when his retirement was 
innounced m late 1985. Campbell has worked and 
served on numerous special committees ana community 
service projects. A resident of AlasKa since 1959 
ne has been an .Anchorage assemDlyman ana presice.nt
,yr * pp nonnnaa r'<aT* ,7,̂rn.TT'.‘?r'7<?.

Board vice chairman is Frank X. Chapados of 
Fairbanks. He has been an Aiaska resident smce rus oirth 
In Juneau in 1914. and has worked most of his life in 
southeastern and intenor .Alaska. Currently, he is presi­
dent and general manager of H it 5 Forwarders, inc.. in 
Fairbanks. Chapados was elected to the state House of 
Representatives in 1958. re-eiected in 1961. and served 
as chairman of the Joint House <& Senate Finance Com­
mittee. He has been active ui many civic and community 
programs including being past president of the Fairoanks 
Chamber of Commerce. He has wonted as an enforce­
ment agent for the U.S. Fish and Wildlife Service anc 
was aiso a L’.S. Marshal in Fairoanks.

Myron M. Christy :s the 
raiiroad board member from out of 
state. He resides in San Francisco-y  __ _ and fulfills the directive of tne 
legislature that one board memoerjy jr  <■ re ija v e  ac ie a s t ,.e3IS i)t- ja an a a e - 
ment expenence m  the raiiroaa

Western Pacific Raiiroad Company from 1950 to 1973 in 
many positions including president and CEO. Currently 
he is consuitant ana director for L’.S. Leasing Inter­
national. Inc.



T?if Board or Olraetora. JMTW /ram /•«; Comm/*wo<w Loran H. Loainaoury; Board Q w im i jamea 0. CamooaU: and Lama £. Olcximon. 
.' »-*•£’. <9 from laft art Garr*d 0. VaUnatnr Board V lea Oauman Francaa X. Olaoadoe: and Com mtaamnar ft tenant J. ,<naoo. 
i/tom  saoamaty onow left la Kyroo U. Cinaty.

Lewis E. Dickinson is a founding partner of 
DQtVL Engineers, a professional engineer and a 
registered land surveyor As a railroad board member, he 
brmgs with him over 30 years o f engineering experience 
and aimost 25 years o f business management experience. 
Pnor to rounding DOWL Engineers, he worked for the 
Cry of .Anchorage in the city engineer's office.

Richard J. Knapp is one o f the two state commis­
sioners wno serve on the railroad board. .As commis­
sioner for the Department of Transportation ana P u d  lie 
“ achiaes. Knapp represents the citmsporcacion interests 
if the state. Knapp is a reared rear lamirai o f rdie U.c. 
•Toast Guam, one of six appointed by President Carter tn 
1973. A graduate of the U.i. Coast Guard Acaaemv, he 
served as district commander of the Coast Guam tn 
AiiurtaiiOm 1330 '.u 1334. -uni Luis u iiihsiers upure“  >n 
isiness administration from 'George Vashington 

. diversity in 'Vasrungton. D.C.

•o

The second commissioner representing the state of 
Alaska is Loren E. Lounsbory, Commissioner of Com­
merce and Economic Deve1 'pment. Lounsbury is a 
fO-year .Alaska resident, and graduated from Anchorage 
High Schooi tn 1952. He ts a professional engineer ana a 
registered lana surveyor. L’nal his appointment as com­
missioner tn January 1985. he was president of 
Lounsbury ind Associates. Inc Lounsoury has served on 
numerous communis semce boards and is che former 
Honorary Consul of the Republic of Korea for 
.Anchorage.

Gerald D. Vaiinske ser.-es on cue raiiroad boara as 
a member of the Umtea Tnmsportaaon Union. Local 
1526. He has been a conductor with the Alaska Raiiroad 
since 1973. A 12-vear Alaska resident. Vaiinske worxea\virn rna tinman ie n OTTlkemnP •’ pnf -r*
moving to .Alaska. In 1984. he was a ioboyisc for tne 
United Tronsporcanon Union. .American Pederanon of 
'Tovernmenc Employees, and the 3rothernooa of Railway 
Carmen.
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