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the data o f enactment o f thia Act, or ia subject to a claim f t  n l id  
aarii t ing rights by a party other than a Village Corporation, the 
conveyance to tha State o f tha Federal internet in auch prop* 
artiaa punuant to aaction 604(bXlXB) or (2) o f thia title  
grant not laaa than aa ezeluaivw-iiae easement in auch proper* 
tiaa. TL'm foregoing requirements ahali not bo sonstrued to 
perm it tha conveyance to tha State o f laae than the entire 
Federal internet in the ra il propertiae o f tha Alaaka Railroad 

*  required to be eonveyed by aaction 604(b) o f thia title. I f  an 
action is commenced against tha State or tha United States 
contesting the va lid ity o f existence of a reservation of right-of- 
way for tha use or benefit of the Alaska Railroad made prior to 
the date of enactment of this Act, the Secretary of the Interior, 
through the Attorney General, shall appear in and defend such 
action.

(cXl) The final administrative adjudication pursuant to subeection 
(b) o f this section shall be final agency action and subject to judicial 
review only by an action brought in the United States D istrict Court 
for the D istrict o f Alaska. Review o f agency action punuant to this 
tit le  shall be expedited to the same extent as the expedited review 
provided by section 1108 of the Alaska National Interest Lands 
Conservation Act (16 U &C . 2168).

(2) No administrative or judicia l action under this title  ahull 
enjoin or otherwise delay the trmmfer o f the Alaska Railroad punu ­
ant to this title, or substantially impair or impede the ope rations of 
the Alaska Railroad or the State-owned rJ.lraed.

(3) Before the date o f transfer, the State ahall have standing to 
participate in any administrative determination or judicial review 
punuan t to this title. I f  transfer to the State does not occur punu* 
ant to auction 604 of this title , the State shall not thereafter have 
standing to participate in any such determination or review.

(dXl) Section 12(oX7Xi) o f the Act o f January 2, 1976 (Public Law 
94-204) is amended—

(A) by strik ing "subsection 12(bX6)" and inserting in lieu 
thereof section 12(b) (5) and (6)” ;

(B) by striking “ 12(bX7Xii}”  and inserting in lieu thereof 
" lg b X T X W ;

(O  by striking “ crediting" and inserting in lieu thereof "using'';
(D) by striking "th is subeection 12(bX<XiXb)" and inserting in 

lieu thereof "these subsections 12(bX7) (iXb) or (ii)";
(E) by striking "State”  in tha last eentence and inserting in 

lieu thereof "state” ; and
(F) by strik ing the penultimate sentence.

(2) Section 12(bX7) of such Act is amended—
(A) by red as ign iting  subsections (ii) through (hr) as subeec* 

tions (iv) through (viX respectively; and
(B) by inserting immediately after subsection (i) the following

Td ) Subject to the exceptions stated in section 12(bX9), and not­
withstanding the foregoing subeection 12(bX7Xi) and any provision of 
any other law or any implementing regulation inconsistent w ith this 
subsection, un til the obligations of the Secretary and the Adminis­
tra tor of General Service* under section 12(b) (5) and (6) a rt otherwise 
fu lfilled:

*%A) concurrently w ith the commencement o f screening of 
any excess real property, wherever located, for utilization by 
Federal agendas, the Adm inistrator of General Services shall

E - t t



notify the Region that such proparty may ba available tor ^
conveyance to tha Region opoa negotiated aale. W ithin fifteen }
days of tba data o f receipt o f auch notice, tha Region s a y  advise 
tha Adm inistrator that tbara ia a tentative a aad for the prep- 
arty to ftilf il l tha obligations aatabliahad under section 12(d) (5) o u a c l in  
and (6). I f  the Administrator determines the property should be 
dispoeed c f by transfer to the Ration, tha Adm inistrator or 
other appropriate Federal ocudal shall promptly traaafer such

PUBLIC LAW  97-46S-JAJ*. 14, 1983 96 STAT. 2567

J) ao disposition vr conveyanee o f propert y under this 
subsection to tha Region shall be made un til tne Administrator, 
after notice to affected State and local governments, has pro­
vided to them such opportunity to obtain the property ss is 
recognized ia title  40, United States Code aad tha regulations 
thereunder for the disposition or conveyance of surplus 
property; and

"(O  as used ia this subsection, 'real property’ means any land "1U*J 
or interests in land ovmed or held by the United States or any pvp"*y " 
Federal agency, any improvements on such land or rights to 
the ir use or exploitation, aad any personal property related to 
the land.

“ (iii) I f  the Region accepts any conveyance under section 12<bX7)
G) or (ii), i t  shall be ia exchange for acres or acre-equivalenu as 
provided in subparagraph I(CX2Xe) o f the document referred to in 
this section, except that, after the obligation of the Secretary and 
the Adm inistrator under subparagraph KCX2Xf) of that document 
has been fulfilled, the eera 'equivalents under subparagraph 
RCX2XeXiiiXA) shall be one-half the valued increment therein 
stated. The entitlement of the Region under section 12(b) of this Act 
ahsll be reduced by the number of acras or acre squivalenta attrib­
uted to the Region under this subeection. The Secretary and the 
Adm in is tra to r*™  directed to execute an agreement wi ih the Region 
which shall conform substantially to ths ‘Memorandum of Under­
standing Regarding the Implementation of Section 12fbX7)\ dated 
September 10, 1982, and submitted to ths Senate Committee on 
Commerce, Science, and Transportation. The Secretary, the Admin­
istrator and the Region may thereafter otherwise agree to proce­
dures to implement responsibilities under this section l2fbX7), 
including establishment o f accounting procedures and the delega­
tion or reassignment o f duties tinder this statute.” .

(3) Section 12(bX7Xiv) of such Act, as so redesignated by paragraph ' 43 use 16U
(2) of this subsection, ia amended—

(A) by striking "surp lus" ths firs t pleco It appears therein;
(B) by inserting immediately before the period at the end of 

the first sentence the following; “or paying for the conveyance 
of property pursuant to eubeeetions (i) or (ii)

(C) by inserting immediately after "account shall ba”  the 
following: "the sum ot f i r ;

CD) by striking “ KCX2X*r and inserting in lieu thereof 
“ I(CX2XeXiiiXA

(E) by striking "the effective data o f this subsection” , and 
inserting in liuu thereof "December 2,1980” ;

CF) by striking "and shall ba adjusted”  and inserting in lieu 
thereof "And (2) one-half the acre or acre-equivalent exchange 
value under subparagraph 2(CX2XeXiiiXA) of ten townships 
fewer than the unfulfilled entitlement of the Region on the 
seme date to acres or acrt-equivalenta under paragraph KCXl)
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o f t in  document referred to is  this eection. The balance of the 
property account iha ll be adjusted in accordance w ith tit hear 
non 12tbK7Xiiir; aad

(O) by striking “ subeection 12toX6T and inserting in lieu 
thereofSection 12(b) (5) and (6)".

41 use l l l l  (4) Section 12(bX7Xy) o f such Act, as so redesignated by paragraph
■**». ff) o f this subsection. Is amended by striking subsection iii) and

inserting in lieu thereof “ subsection ( i t / ’. 
n  use 1*11 (5) Section 12(bX8) of such Act is amended to read as fo ilowr

“ 12fbX8). Subject to the exceptions stated in section 12fbX9), and 
notwithstanding any prurisiocs o f law or implementing regulation 
inconsistent w ith this section:

“U) The deadline* in subparagraphs 1 0 2 )  (a) and (g) o f the 
document referred to in this section shall be extended un til the 
Secretary's obligations under section 12(b) (5) and (6) are ful- 
filled: Prw ided, T h a t

“ (A) the obligation o f tha Secretary under subparagraph 
KCX2X*) o f auch document shall terminate on such date, 
after Ju ly 15, 1984, tha t the Secretary has fulfilled his 
obligation under subparagraph I(CX2Xx) of that document:
Provided, That the obligation o f the Secretary under sub- 
paragraph l(CX2Xg) o f such document shall be fulfilled at 
•uch date, after July 15,1984, that the sum of the acree or 
acre-equivalente identified for and placed in the pool and 
the acree or acre-equivaJenti used by the Region in pure has- M )
ing property under section i^bX7) equxls or exceeds 138,240 ^
scree or acre-equivalenta;

“ (B) the authority of the Secretary under subparagraphs 
I(CX2Xb) and KCX2XgXii) o f such document to contribute to 
the pool created under subparagraph I(CA2Xa) of such docu­
ment shall terminate (a) on July 15, 1984, if, by that dale, 
the Secretary has fulfilled his obligation under subpara­
graph I(CX2) (g), or (b) i f  not, on such date after July 15,
1984 as such obligation is fulfilled, or (c) i f  such obligation 
remains unfulfilled, on Ju ly 15,1987;

“ (C) ths concurrence by the State as described in subpara­
graphs I(CX2XaXvi) and I(CX2Xc) of the document referred to 
In this section shall be deemed not required after the 
Secretary has fulfilled his obligation under subparagrapn 
KCX2Xg) o f tha t document, but in no event after Ju ly 15.
1987. In lieu o f such concurrence, after 1984 as to m ilitary 
property, and aftar the Secretary has fulfilled his obligation 
under subparagraph I(CX2Xg) or that documsnt or Ju ly 15,
1987, whichever is earlier, as to any other property, except 
property o f the Alaska Railroad which is governed by sub­
section 12fbX5XiXD) o f this Act, the Secretary shall not 
place any lands in the selection pool referred to in subpara­
graphs I(CX2) (a) and (g) o f the document referred to in this 
section without the pno,. written concurrence o f the State.
Such concurrence shall be deemed obtained unless the 
State advises the Secretary w ith in ninety days of receipt of 
a formal notice from the Secretary that he is considering 
placing property in the selection pool, that the State, or a 
municipality of the StaU which includes all or part ef the 
property in question, requires the property for a public 
purpose o f the StaU or municipality; an *  9
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“ (D) notwithstanding section tG&kXZ) at the A lu k i  Rail- !
road Tranaftr Act at 1982, tha Secretary may include prop* ^  *  tU4. 
arty o f tha Alaaka Railroad in tha pool at lands to ba made 
available for selection to tha extent that ha is author*- Jl to 
do bo on dor a provision o f aaction 12(b) o f thia Act i f  tha 
StaU consents to its inclusion, which consent is not subject 

* to any UmiUtion under subsection 12(bX8XiXO herein: Pro- A**, jl tm .
video. That, while the Alaska Railroad is the property  of 
the United States, the Secretary shall obtain the consent of 
the Secretary o f Transportation prior to including such 
property: And providedfurther, That, i f  the transfer f  the 
AJisks Railroad to the S u u  doee not occur punuant to the 
terms of the Alaska Railroad Transfer Act of 1982 or to y  Am* jl ism. 
amendments thereto, the SUU ’s consent shall be deemed 
obtained uniam the StaU adviaee the Secretary in writing, 
with in ninety days o f receipt o f a formal notice from the 
Secretary that be is considering piecing such property in 
the selection pool, that the S u u , or a municipality of the 
SUU  which includes all or pert o f the property in question,

• requires ths property for a public purpaee of the S u u  or 
the municipality.

“ (ii) In addition to the review required to identify public lands 
under section 9(e) o f the Alaska Native Claim* Settlement Act _•  (43 U.S.C, 1602(e)), the Secretary shall identify for inclusion in

^  the pool all public lands (as such term is used under section 3(e) “
(  o f the Alaska Native Claims Settlement Act (43 U.S.C. 1602(e)),
v - os described in subparagraph KCX2XaXv) of the document

referred to in this section, end shall, in so doing, review all 
Federal installations w ith in the boundaries of the Cook Inlet 
Region whether w ith in or without the areas withdrawn pursu­
ant to section 11 o f tho Alaska Native Gaims Settlement Act (43 
U.S.C. 1610) or by tha Secretary acting under authority con- 
tnined in that section: Provided, That no such additional review 
under such subparagraph ahall be required of m iliU ry installa­
tions or o f such othsr installations as may be mutually excluded 
from review by the Region and ths Secretary: And provided 
further, That tne Secretary shell not review any property of the 
Alaska Railroad unlaas such property becomes available for 
selection pursuant to subeection 12(bX8XiXD).

“ (iii) The concurrence required of the State ae to the inclusion ■ 
o f any property in the pool under subparagraph l(CX2Xb) of the 
document referred to in this section shall be deemed obtained 
unlees the State advisee the Secretary in writing, w ith in ninety 
days of receipt o f a formal notice from the Secretary that the 
Secretary is oonsidsring placing property in ths selection pool, 
that the State, or a municipality of the State which includes all 
or pert o f the property in question requires the property for a 
public purpose of the State or the munitipalify.

“ (iv) The deadline# in subparagraph UCXlXb) o f the document 
referred to in this section ahall be extended for an additional 
twenty-four months beyond the dates established in the Act of 
Ju ly 17,1980 (Public Lew 96-311; 94 Stat. 947).

(y) On or before January 15,1985, the Secretary shall report £ •*** u  
to the Congress w ith respect to: Cemcnm. .

“ (A) such studies and inquiriss as shall havs been in iti­
ated by ths Secretary and the Adm inistrator of General 

Service*, or havt bean prepared by other holding agendas.



I to determine what lands, excrpt for lands bald *Jby the 
Alaska Railroad or the State-owned railroad, w ith in the 
boundaries of the Cook In le t Region or elenrbere can be 
made available to the Region, to the extent o f its 
entitlement;

“ (B) the fu s ib ility  end eppropriete nature of reimburse­
ment o f the Region for its unfulfilled entitlement es valued 
in  subeection l£bX7Xiv) o f this Act;

"(O  the extent to which implementation of the mecha­
nisms established in section l«bX7) promise to meet such 
unftdfilled entitlement;

“CD) such other remedial legislation or administrative 
action as may be needed; end 

“ (E) the need to terminate any mechanism established by 
law through which the entitlement of the Region may be 
completed?’.

41 use l in  (6) Section 12(b) o f such Act is amended by adding at the end 
thereof the following:

“ 12(bX9). No disposition or conveyance o f property located w ith in 
e ft*  a tSfii the State to the Region under section 12(bX6), 12fbX7) and 12CbX8). as 

amended, shall be made i f  the prop-riv is subject to an express 
weiver o f rights under the provisions or subparagraph I(CX2Xf) of 
the document referred to in this trzh ja , or i f  such disposition or 
conveyance violates valid rights, including valid selections or valid 
authorized agreements, of Native Corporations (as such term is used 
in section 102(6) o f the Alaska National Interest Lands Conservation A
Act (16 U.5.C. 3102(6)) or the Stat* existing.sf the time of such 

48 use not* disposition or conveyance under section 6 o f Public Law 85-508. as
fTT.J-1 amended (excepting section 906(e) o f the Alaska National Interest 
41 use 1*35 ^  Lands Conservation Act), sections 12(a), 12(b), 16(b) or 22(f) of the 
43 use 1611. Alaska Native Claims Settlement Act, section 12(h) o f the Act of

, January 2, 1976(Public Law 94-204; 89S ta t 1154), or sections 1416,
43USC 1418 through 1425(inclusive), 1427 through 1434 (inclusive), or 1436
94 Sut. 2499. o f the Alaska National Interest Lands Conservation A c t Provided,
2501-2515. Kowevtr, That nothing w ith in this subsection 12(bX9) shall diminish
2518-2544,2546 ruch rights and priorities as the Region has under section 12(b) of 
43 use 1611 the Act of January 2, 1976 (Public Law 94-204; 89 S ta t 1151), as

amended by section 4 o f the Act o f October 4, 1976 (Public Law 
94-456; 90 S ta t 1935), section 3 o f the Act o f November 15, 1977 
(Public Law 95-178; 91 Stat. 1369), section 2 of the Act of August 14,
19/9 (Public Law 96-55; 93 S ta t 386), the Act of July 17,1980 (Public 
Law 96-311; 94 S ta t 947), and section 1435 of the Alaska National 
Interest Lands Conservation A c t 

M12(bX10). For the purpose o f its incorporation into this aaction, 
paragraph I(CXl) o f the document referred to in this section is 
amended as follows (1) by striking ’withdrawn’ and inserting in lieu 
the reo f‘withdrawn or formerly withdrawn’; (2) by striking 17(dXl)* 
and inserting in lieu thereof '17(dXl) and (2)'; and (3) by striking the 
last sentence o f subparagraph KCXIXa) and inserting in lieu thereof 
the following: 'Cook In let Region, Incorporated shall not nominate 
any lands w ith in the boundaries o f any conservation system unit, 
national conservation area, national recreation area, national 
forest, defense w ithdrawal or any lands that were made available to 
the State for selection pursuant to sections 2 and 5 o f the Stote- 
Federal Agreement of September 1,1972.'.

96 STAT. 25/0 PUBLIC LAW 97 -468 -JA N . 14,1983
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“ ISCbXlll. Notwithstanding the provisions of wctieo 906 of the *
Alaska National Interest Land* Conservation Act aad MCtioo 6(i) of 4* U K 105. 
tba Alaaka Statehood Act (72 Stat. 839): m U K  mu

“ li) 77m StaU is hereby authorised to convey to tha Unitad »•*• n - 
Su ta t for reconveyance to the Region, aad tba Secretary is 
diractad to accept aad so raeonvey, land* tentatively approved 
for patant or pataatad to tba S u u , i f  tha S u u  aad tha Region 
anu r into aa agreement that such lands shall ba reconveyed to 
tha Region U  fu lfill all or part o f iU  eatitlamant under para­
graph 1(0(1) o f tha document referred to ia this section: Pro­
vided. That tba acreage of laads conveyed to the Unitad Sut*s 
under thia provision shall ba addad U  tha S u u 's  unfulfilled 
entitlement pursuant U  aaction 6 o f tha Alaska Suuhood 
Act, and tha number o f townships to ba Dominated, pooled, 
struck, salactad aad oonveyed punuant to paragraph ttCXl) of 
tha document refer red to ia this section shall be reduced 
accordingly.
. “ (ii) The Secretary ia diractad U  oonvey to tha Region lands 

salactad by tha S tau prior to Ju ly 18, 1973 or punuant to 
aactionj 2 and 5 o f tha State-Federal Agreement of Sepumber 1,
1972, i f  tha StaU relinquishes such selections and aaU n into an 
agreement w ith tha Prrion that such lands shall ba reconveyed 
to tha Region to fu lfill a ll or part o f iU  eatitlamant under 
paragraph UCXl) c f t i j  document referred to ia this section, 
and the number of townships to be nominated, pooled, struck,
•elected and conveyed punuant to paragraph I(CXl) of tha 
document referred to ia this aaction shall ba reduced 
accordingly.

“ (iii) tn e  Secretary, ia tha Secretary's discretion, is author­
ized to enter into an agreement with tne State and tha Region 
to implement tha authority contained ia this section 12fbUl), 
which agreement may provide for conveyances directly from the 
State to the Region. Conveyances directly conveyed shall be 
deemed conveyances from the Secretory punuant to the Alaaka 
Native Gaims Settlement Act (43 U-S.C. 1601 at aeq.).".

(e) The S tau shall be liable to a party receiving a conveyance of 45 UK  1205. 
land among the rail properties of the Alaska Railroad subject to the 
license granted punuant to section 604(bXlXQ of this title for 
damage resulting from use by the State o f the land under such 
licence in a manner not authorized by such license.

B i n e r n a a  o r  ths alasxa s a m o a d

Stc. 607. (aXl) Any employees who elect to transfer to the State- 45 U K  tsoc 
owned railroad and who on tha day befon the date of transfer are 
subject to the civil service retirement law (subchaptar H I of chapter 
83 of title  S, United States Code) shall, ao lone aa continually SUKB31. 
employed by the Statoownad railroad without a beak in service, 
continue to be subject to such law, exospt that tha State-owned 
railroad shall have the option o f oroviding benefits in accordance 
with the provisions o f paragraph (2) of this subsection. Employment 
h i t lu  State-owned railroad without a brack in continuity of service 
snail be considered to be employment by the United States Govern­
ment for purposes of subchapter EQ of chapter 83 of title  S, United 
S uu s  Code. The State-owned railroad ahall be the employing 
agency for purposes of section 8334(a) of title  5, United S uus Cods, 
and snail contribute to the-Civil Service Retirement aad Disability
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Fund t  Him m  provided by such section, n c tp t  tha t such Him shall 
b* determined by applying to tha total baaic pay (ac defined in 
aactioQ 8331(S) or title  5, Unitad States Code) paid to tha employe— 
ad tha State-owned railroad who a r t covered by tha d r f l — rvice 
retirement law, tha par oentum rata determined annually by the 
Director o f tha Office of Paraonnal Management to ba tba itraae of 
tba total normal oost par centum rata of tha civil service retirement 
tyvtem over tha employee deduction rata specified in aaction 8334(a)

' or titla  6, Unitad Stataa Coda. Tha State-owned railroad ahall pay 
in to tha Federal C ivil Service Retirement and Disability Fund that 
portion o f tha coat of administration of such Fund which is demon­
strated by the Director o f tha Office o f Personnel Management to be 
attributable to its employs— ,

(2) A t any time during the two-year period commencing on the 
data o f transfer, tha State-owned railroad shall have the option of 
providing to transferred employe—  retirement benefits, reflecting 
prior Federal — r ic e , in or substantially equivalent to benefits 
under the retirement program maintained by the State for State 
employe— . I f  the State decides to provide benefits under this para­
graph, the Stats shall provide sues benefits to all transferred em­
ployees, except those employe—  who w ill meet the age and service 
requirements for retirement under aaction 8336(a), G»X (e) or Cf) of 
t iu a  5, Unitad Stat—  Coda, w ith in five years after the date of 
transfer and who elect to remain participants in tha Federal retire­
ment program.

(3) I f  the State provid—  benefits under paragraph (2) of this 
subsection—

(A) the provisions o f paragraph (1) o f this subeection regard­
ing payments into the C ivil Service Retirement and Disability 
Fund for those employe—  who are transferred to tha State 
program shall have no further force and effect (other than for 
employe—  who w ill meet the age and service requirements for 
retirement under section 8336(a), (b), (c) or (f) of title  5, United 
Stat—  Code, w ith in five years after the date of transfer and who 
olect to remain participants in the Federal retirement pro­
gram); and

(B) a ll o f tha accrued employee and employer contributions 
and accrued interest on such contributions made by and on 
behalf of the transferred employe—  during their prior Federal 
— rvice (other than amounts for employe—  who w ill m— t theSe and service requirements for retirement under aaction 

36 (a), (b), (c) or (f) of title  6, United Stat—  Code, w ith in five 
years after the date o f transfer and who elect to remain partici­
pants in the Federal retirement program) shall be withdrawn 
from the Federal C iv il Service Retirement and Disability Fund 
and shall ba paid into the retirement fund utilized by the State- 
owned railroad for the transferred employees, in accordance 
w ith the provisions o f paragraph (2) of this subsection. Upon 
such payment, credit for pnor Federal — rvice under the Fed­
eral civ il — rvice retirement system shall be forever barred, 
notwithstanding the provisions o f section 8334 o f title  5, United 
Stat—  Code.

(b) Employe—  o f tha Alaska Railroad who do not transfer to the 
Stete-ownea railroad ehall ba entitled to all of tha rights and 
benefits available to them under Federal law for discontinued 
employees.

r

e ~ n
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(e) Transferred employees whdae employment with the S ta t* »
owned railroad i t  tarminatad during tha two-yea:r pariod commeno- 
in f co tha data of trantfar ahall ba astitlad to all of tha rights and 
benefits of discontinued employees that auch employees would ha rt 
had undar Federal law i f  their termination had occurred Immedi­
ately bafora tha data of tba transfer, except that financial compensa­
tion paid to officers of tha Alaaka Railroad ahall ba lia itad  to that 
compensation provided punuant to aaction 604(dX3XE) of thia titla.
Such employees ahall alio ba aotitlad to seniority and othar benefits 
accruad undar Federal law whila they wart employed by tha State- 
owned railroad oo tha aaaa boaia aa i f  auch employment had bean 
Fadaral service.

(d) Any employee who transfer* to the State-owned railroad undar 
thia title ahall not be entitled to lumpeum payment for unuaed 
annual leave undar aaction 5551 of title  5. Urn tad States Coda, but 
ahall be credited by tha State w ith tha unuaed annual laave balance 
at the time of tnna fcr.

STATS OMXATIOM
Sac. 608. (aXl) A fte r the data of transfer to the State punuant to a  USC 1207. 

section 604 of this title , the State-owned railroad ahall ba a rail 
carrier engaftd in interstate and foreign commerce subject to tha 
jurisdiction of ths In ternets Commerce Commission undar ehaptsr 
105 of subtitle IV  of tirJa 49, United States Coda, and all other Acts 
applicable to rail earners subject to that chapter, including tha 
antitrust laws of tha United states, except, so long aa it is an 
instrumentality o f tha S tau of Alaska, tha Railroad Retirement Act 
of 1974 (45 USC. 231 at too.), the Railroad Retirement Tax Act (26 
U.S.C. 3201 at aaq.), the Railway Labor Act (45 U.S.C. 151 at aaq.), 
the Act of Ap ril 22.1908 (45 UJ5.C. 51 at aaq.) (popularly nferred to 
as tha “ Fedfral Employen' L iab ility Act’ j ,  and tha Railroad Unem­
ployment Insurance Act (45 U.5.C. 351 at aaq.). Nothing in this title 
shall preclude tha State from explicitly invoking by law any exemp­
tion from the antitrust laws aa may otherwise ba available.

(2) The transfer to the Sute authorized by section 604 of this title 
and the conferral o f jurisdiction to the In te nU U  Commerce Com­
mission pursuant to paragraph (1) of this subsection are intended to 
eonfer upon the State-owned railroad ail business opportunities 
available to comparable railroads, including contract rata agree­
ments meeting the requirements of section 10713 of title 49, Unitad 
States Coda, notwithstanding any participation in such agreements 
by connecting water earners.

(3) A ll memoranda which sanction noncomplianc* with Fadaral 
railroad safety regulations contained in 49 CFR Parts 209-236, and 
which are in effect oa the data of transfar, shall continue in affect 
according to tha ir terms aa “ waivers of compliance" (as that term ia 
used in section 202(c) o f tha Fadaral Railroad Safety Act of 1970 (45 
U.S.C. 431(e))).

(4) Tha operation o f trains by the State-owned railroad shall not 
ba subject to tha requirement o f any Su ta  or local law wbieh 
specifies tba minimum number o f craw members which must ba 
employed in connection w ith tha operation o f such trains.

(5) Re venues generated by tha State-owned railroad ahall ba 
retained end managed by tbs State-owned railroad for railroad and 
related purposes.

(6XA) A fter tha data o f transfer, continued operation of ths Alaaka 
Railroad by a public corporation, authority or other agency of tha
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B u t*  shall be deemed to be an exercise of an essential governmental 
fttaction, and revenue derived from such operation ahall be-deemed 
to  accrue to the State for the puipcee* of aaction 115(aXl) of the 
In ternal Revenue Cod* o f 1954 (26 U.S.C. 115UX1)). Obligations 
loaued by such entity ahall also be deemed obligations o f the £5tate 
fo r the jK irpoe« of aaction 103UX1) of the Internal Revenue Code of 
1954 (26 U.5.C. 193<aXl)). but not obligations w ith in the meaning of 

*• section l03(bX2) o f the Internal Revenue Code of 1954 (26 U-5.C.
103(bX2)).

(B) Nothing in thia title  ahall be deemed or construed to aiTect 
customary tax treatment of private investment in the equipment or 
other assets that are used or owned by the State-owned railroad.

(b) As soon as practicable after the date of enactment of this Act, 
the Interstate Commerce Commission ahall promulgate an expe­
dited. modified procedure for providing on the date of transfer a 
certificate o f public convenience and necessity to the State-owned 
railroad. No inventory, valuation, or classification o f property 
owned or used by the State-owned railroad pursuant to rubchapter 
V  o f chapter 10r of title  49, United Sutee Code (49 U.S.C. 10781 et 
seq.) shall be required during the two-year period after the date of 
transfer. The provisions of the National Environmental Policy Act 
o f 1969 (42 UB.C. 4321 et seq.) and section 882(b) o f the Energy 
Policy and Conservation Act (42 U.S.C. 6362(b)) ahall not apply to 
actions o f the Commission under this subeection.

(c) The SUte-owned railroad shall be eligible to participate in all 
Federal railroad assistance programs on s basis equal to that of 
other ra il carriers subject to the jurisdiction of the Interstate Com­
merce-Commission under chapter 105 o f subtitle IV  of title  49, 
United States Code.

(d) A fte r the date of transfer to the State pursuant to aaction 604 
o f this title , the portion of the rail properties within the boundaries

-* o f the Chugach National Forest and the exdusive-use easement 
w ith in  the boundaries of the Denali National Park and Preserve 
shall be subject to lawa and regulations for the protection of forest 
and park values. The right to fence the exelusive-use easement 
w ith in  Denali National Park and Preserve ahall be subject to the 
concurrence of the Secretary o f the Interior. The Secretary of the 
In terior, or the Secretary or Agriculture where appropriate, shall 
not act pursuant to this subsection without consulting w ith the 
Governor o f the State of Alaska or in sueh a manner as to unreason­
ably interfere w ith continued or expanded operations and support 
ftuctions authorised under this title .

FVTVaZ UCHT»-Or-WAV
45 USC 1208. Sr . 609. (a) A fter the date o f enactment o f this Act, the State or 

State-owned railroad may request the Secretary of the Interior or 
the Secretary o f Agriculture, as appropriate under law, to expedi­
tiously approve an application for a right-of-way in order that the 
Alaska Railroad or State-owned railroad may have access across 
Federal lands for transportation and related purposes. The State or 
State-owned railroad may also apply for a lease, permit, or convey­
ance o f any necessary or convenient term inal and station pounds 
and material sites is the vic in ity of the right-of-way for wnich an 
application has been submitted.

(b) Before approving a right-of-way application described in sub­
section (a) o f this section, the Secretary of tha Interior or the
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Secretary et Agriculture, m  appropriate, shall otmjruh w ith the 
Secretary. Approval et  aa application for a righuof-way, pennit,
Imm, or conveyanca deecrihai ia eubeeetion (a) c f thia section 
b« punuant to applicable law. Rightmf.'wxy, (rounds, aad b u s  
grmiitad punuant to thia aoctisn aad other applicable law «h«ll 
conform, to the extent possible, to the standards provided ia the Act 
of March 12, 1914 (43 US.C. 975 et seq.) and aoctioa 503(6) at thie 
title. Such conformance ahall net hs affected by the repeal at 
Act under eectioa 515 o f thia title .

(ei Reversion to the United States at any portion o f aay right-of- 
way or excluaivs-uie easement (rented to tho S tau or Sute°owned 
railroad shall occur only aa provided ia section 610 of this title. For 
purposes of such section, the daU of the approval o f any such right- 
of-way shall be deemed the Mdau  of transfer".

Sac. 610. (a) If, w ith in tea rears after the date o f transfer to the use 1209. 
SUU authorized by section 6o4 of thia title, tha Secretary finds that 
all or pert of th<i real property transferred to the SUU  under thia 
title , except that portion o f real property which lias w ith in the 
boundaries of the Denali National Part and Pronenre, is convened 
to a use that would prevent the Stete-ownod railroad from 
continuing to operate, that real property (including permanent 
improvements to the property) shall revert to the United S u u s  
Government, or (at the option o f the SUU) the St»U ahall pay to the 
United Sutes Government aa amount determined to be the fa ir 
market value of that property at the time its conversion prevents 
continued operation of the railroad.

(b) If, after the date of transfer pursuant to section 604 o f this 
title, the SUU discontinue use o f any land w ith in the right-of-way, 
the SteU’s uftaroet in such land shall revert to.the United Sutas.
The SUU shall be considered to have discontinued use within the 
usaning of this subsection and subsection (d) of this section when:

(1) the Governor of the State of Alaska delivers to the Secre­
tary of the InU rio r a notice o f sueh discontinuance, including a 
left el description of the property subject to the notice, and a 
quitclaim deed thereto; or

(2) the S u u  has made no use o f the land for a continuous 
period of eighteen years for transportation, communication, or* 
transmission purposes. Notice o f such discontinuance shall Publication ia 
promptly be published in the Federal Register by the Secretary, I * * ™
the Secretary o f the InU rio r, or the Secretary of Agriculture, •
and reversion shall be effected oae year after such notice, unless 
w ith in such one-year period the S u u  b rin p  an appropriate 
action in the United Sutse District Court tor the D istrict of 
Alaska to twtabliah that the use has been continuing without aa 
eighteen-year la pee. Any such action shall have the effect of 
sUying reversion un til exhaustion at appellate review from the 
Anal judgment in that action or termination o f the right to seek 
such review, whichever first occurs.

(c) Upon such reversion pursuant to subsection (b) o f this section, 
the Secretary of the Interior shall immediately convey by patent to 
abutting landowners all right, title  and interest of the United 
S uus . where land abutting the reverted right-of-way is owned by 
different persons or entities, the conveyance made pursuant to this
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eubeection shall extend the property c f each abutting ownae, to the 
centerline o f the right-of-way.

(d) I f  uee is discontinued (as tha t term is used in subsection (b) of 
th is section) o f all err part o f those properties of the Alaaka Railroad 
transferred to the State pursuant to this title  which lie w ith in the 
boundaries o f the Denali National Park and Preserve or the Chu-

V  gach National Forest, auch properties or pert thereof (includinggsrraanent improvements to the property) shall revert to the United 
tatee and shall not be subject to subsection (c) of this section. Upon 

such reversion, jurisdiction over that property ahall be transferred 
to the Secretary o f the In terior or the Secretary of Agriculture, as 
appropriate, for administration as part of the Denali National Park 
and Preserve or the Chugaeh National Forest.

(e) Except as provided in subsections (a) through (d) o f this section, 
if, w ith in  five years after the date o f transfer to the State pursuant 
to section 604 o f this title , the State sells or transfers all or substan­
tia lly  a ll o f the State-owned railroad to an entity other than an 
instrumentality o f the State, the proceeds from the sale or transfer 
tha t exceed the ooet of any rehabilitation and improvement made by 
the State for the State-owned railroad and any net liabilities 
incurred by the State for the State-owned railroad shall be paid into 
the general fund o f the Truasury of ths Unitad States.

(f) The Attorney General, upon the request of the Secretary, the 
Secretary o f the Interior, or the Secretary of Agriculture, shall

^  institu te appropriate proceedings to enforce this section in the
United States. D istrict Court for the D istrict of Alaska.

OTHm onroamoM
45 use 1210 ^  Sec. 611. I f  the Secretary has not certified that the State has

satisfied the conditions under section 604 w ith in one year after the 
date of delivery of the report referred to in section 605(a) of this 
title , the Secretary may dispose of the rail properties of the Alaska 
Railroad. Any disposal under this section shall give preference to a 
buyer or transferee who w ill continue to operate ra il service, except 
tha t—

(1) such preference shall not diminish or modify ths rights of 
the Cook Inlet Region. Incorporated (as that term ia used in 
section 12 o f the Act o f January 2,1976 (Public Law 94-204; 89 
S ta t 1150)), pursuant to such section, as amended by section

Ant*  p. 25*4. 606(d) o f this title ; and
(2) this section shall not be construed to diminish or modify 

the powers o f consent of the Secretary or the State under 
section 12(bX8) o f such Act, as amended by asction 606(d)(5) of 
th is title .

A ny disposal under this section shall be subject to valid existing 
rights.

DENALI NATIONAL FAJUC AND FXESTIVX IAMBS
45 use 1211. Sec. 612. On the date o f transUr to the State (pursuant to seetion 

604 o f thia title ) or other disposition (pursuant to section 611 of this 
title), tha t p o r t i o n  o f rail properties o f the Alaska Railroad within 
the Denali National Park and Preserve shall, subject to the exclu­
sive-uaj easement granted pursuant to section 604(bXlXD) o f this 
title , be transferred to the Secretary o f the InU rio r for administra­
tion aa pert o f  the Denali National Park and Preserve, except that a



transferee snder section (11 o f this t it ls  shall rectrive ths — "»■ 
in te rn * as the State undar section 604(bXlXD) of tk b  title. }

A m K u a j r r  or a n a  u v i

Sac. (IS . (a) Ths provisions c f chapter 8 at th is  5, Unitad State* «  UBC m i  
Cods (popularly known u  ths Administrative Prccsdun Act, and • U K  too 
including provisions popularly known as ths Government in ths 
Sunshine Act), ths Federal Advisory Committee Act (6 U-S.C. A  pp. 1 
ot aaq.), tha National Historic Pressrrstion Act (16 UB .C  470 st 
aaq ), aaction 4(f) o f tha Department at Transportation Act (49 U-S.C.
1653(f)), and ths National Environmental Policy Act of 1969 (42 
U 5 .C  4321 st seq.) ahall not apply to actions taken pursuant to this 
titls , except to ths tx tsn t th s l such laws may tn  applicable to 
granting of rights-of-way under saction 609 o f this title.

(b) Tbs enactment of this titls , actions taken during ths transition 
period as provided in saction 605 of this title, and transfer of ths rail 
propsrtias of ths Alaaka Railroad under su ^n rity  of this titls  shall 
os deemed not to be ths disposal of Federal surplus property under 
ths Federal Proper ty and Administrative Services Act of 1949 (40 
U.S.C. 484) or the Act of October S, 1944. popularly referred to as ths 
“Surplus Property Act of 1944”  (50 USC. App. 1622). Such events 
shall not constitute or cause the revocation of any prior withdrawal 
or reservation of land for the use of the Alaska Railroad under the 
Act of March 12, 1914 (43 U.S.C. 976 et seq.), the AJaske Statehood 
Act (note preeedin* 48 U.S.C. 21), the Alaska Native Claims Settle* 
zaest Act (43 U.3.C. 1601 et seq.), the Act of January 2.1976 (Public 
Law 94-204; 89 S u t. 1145)7tne Alaska National Interest Lands 
Conservation Act (Public Law 96-4(7; 94 S u t  2371), and the general 
land and land management Lewi of the United States.

(c) Beginning on the date o f esuclmtnt of this Act, the ceiling on 
Government contributions for Federal employees health benefits 
insunnoe premiums under section 8906(b)(2) of title ii, United Sutes 
Code, shall not apply to the Alaska Railroad.

(d) Nothing in this title is intended to enlarge or diminish the 
acreage entitlement of the State or any Native Corporation pursu­
ant to existing law.

(e) W ith respect to Interests of Native Corporations under the 
Alaska Native Claims Settlement Act (43 U.S.C. 1601 et tea.) and the 
Alaska National Interest Lands Conservation Act (16 U.S.C. 3101 et 
seq.' except as provided in this title, nothing contained in this title 
shell be construed to deny, enlarge, grant, impair, or otherwise 
affect any judgment heretofore entered in a court of competent' 
jurisdiction, or valid existing right or claim o f valid existing right.

conflict with o rom  taws
Sec. 614. The provisions o f this title shall govern i f  tha re is any 48 use ms. 

conflict between this title and any other law.

MCrZAt AND AMENBKXNT OF BOXTINO STATVTXB
See. 615. (a) On the daU at transfer to the SUte (punuant to 

section 604 of this title) or other disposition (punuant to section 611 
of this title), whichever firs t occurs, the following provisions are 
npealed:

(1) The Act o f March 12,1514 (43 UAC . 975 etaoq.). UUSCUfe.
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H USC sou. &) The Act c f June 24,1946, to authorise certain expendituresby the Alaska Railroad (60 S ta t 804). v
(8) The Act of July 19, 1932, concerning mining of eckl ad>- 

mat to the Alaska Railroad (30 U S C  20&a). 1
(4) Section 6(i) of the Department of Transportation Act (49 

U S C  16S5fi)L
(b) On tha data of trsnxfer to the State fpurruant to taction 604 of 

thia title) or other diapocition (punuant to aaction 611 of thia title), 
whichever firs t occurs, tha following provisions a rt amended as 
fellows:

(1) T itle 5, United Statae Codw, ie amended—
(A) in aaction 305(e), by atrikinc paragraph (3). and by 

redesignating paragraphs (4HS) as paragraphs (3H7), 
respectively;

(B) in aection 3401(1), by striking clause (iii), and by 
redesignating clauses (ivH viii) as clauses (iiiH v ii), respec­
tively,

(C) in aection 51u2X*Xl), by striking clause (iii), snd by 
redesignating clauses (ivH ix) as clsuiee CiiiHviii), 
respectively;

(O) in ssction 5342(a)(1), by striking subparagraph (C). and 
by rwdssignating subparagraphs (DHJ) as subparagraphs 
(CW1), respectively and

(£) in ssction 7327, by striking subssction (a), and by 
striking the subsection designation "(b)".

(2) Section 102(7) of the Railroad Revitalization and Kegula- 
lory Reform Act of 1976 (45 U S C  802(7)) is amended by stnk- 
in f “ and the Alaska Railroad".

(3) Section 10749(b) of title 49, United States Code, is 
amended—

(A) by inserting "o r" at the end of parsgrsph (1XB);
(B) by striking or" at the end of paragraph (2) and 

• inserting in lieu thereof a period; and
(C) by striking paragraph (3).

(4) Section 324(aXl) of the Public Health Service Act (42 
USC . 251(aXl)) is amended by striking "employees of the 
Alaska Railroad and” .

(5) Section 202<3Xe) of the Alaska National Interest Lands 
Conservation Act (16 U SC , 410hh-l(3Xa)) ia amended by strik­
ing the third sentence.

(6) Ssction l(o) of the Railroad Retirement Act of 1974 (45 
USC . 231(o)) ia amerded by inserting immediately after 
"National Transportation Safety Board,’ the following: "the 
Slate-owned railroad (as defined in the Alaska Railroad Trans­
fer Act of 1982), so long as it is an instrumentality of the State 
of Alaska,".

n r A J u u u u r v

46 USC 1214. Sec. 616. I f  any provision of this title or the application thereof to
any person or circumstance is held invalid, the remainder of this 
t itle  and the application of such provision to other persons or 
circumstances shall not be nlTectad thereby.
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TRANSFER OVERVIEW  

T h i s  o v e r v ie w  s u m m a r iz e s  th e  b a s ic  s t a t u t o r y  schem e f o r  

t h e  p r o p o s e d  t r a n s f e r  o f  th e  A la s k a  R a i l r o a d  t o  t h e  S ta t i>  o f  

A la s k a ,  d e s c r i b e s  t h e  a n t i c i p a t e d  t im e t a b l e  f o r  t h e  t r a n s f e r  

and  d is c u s s e s  a s e r i e s  o f  m a jo r  i s s u e s  t h a t  w e re  c o n s id e r e d  in  

t h e  d e v e lo p m e n t  o f  AR TA .

T h e  A c t  w as s ig n e d  i n t o  la w  b y  P r e s i d e n t  R e ag an  on J a n u a r y  

1 4 ,  1 9 8 3 . I t  a u t h o r i z e s  t r a n s f e r  o f  th e  A la s k a  R a i l r o a d  t o  

t h e  S t a t e  o f  A la s k a  s u b j e c t  t o  s e v e r a l  s p e c i f i e d  c o n d i t i o n s ,  

i n c l u d i n g  t h e  r e q u i r e m e n t  t h a t  th e  S t a t e  c o m p e n s a te  t h e  U n i t e d  

S t a t e s  f o r  t h e  v a l u e ,  i f  a n y ,  o f  a l l  r a i l  p r o p e r t i e s  t r a n s ­

f e r r e d .  O t h e r  im p o r t a n t  c o n d i t i o n s  i n c l u d e  S t a t e  c om m itm e n ts  

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

t i o n s ,  t o  p r o v i d e  e m p lo y e e  p r o t e c t i o n  f o r  a t  l e a s t  tw o  y e a r s ,  

and  t o  p r o t e c t  r e t i r e m e n t  b e n e f i t s .

Two k e y  p r o v i s i o n s ,  e a c h  t i e d  t o  th e  d a te  o f  e n a c tm e n t ,  

e s t a b l i s h  an o r d e r l y  p r o c e s s  f o r  S t a t e  c o n s i d e r a t i o n  o f  th e  

t r a n s f e r  o f f e r .  W i t h i n  s i x  m o n th s  f r o m  th e  d a t e  o f  e n a c tm e n t , 

t h i s  R e p o r t  i s  r e q u i r e d  t o  be p r e p a r e d  b y  th e  G o v e r n o r  o f  

A la s k a  a n d  t h e  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  and  b m i t t e d  to  

t h e  A la s k a  S t a t e  L e g i s l a t u r e  and  th e  C o n g r e s s .  W i t h i n  n in e  

m o n th s  f r o m  t h e  d a t e  o f  e n a c tm e n t ,  t h e  r a i l r o a d ' s  f a i r  m a rk e t 

v a lu e  m u s t be d e t e rm in e d  b y  USRA .

F o l l o w i n g  d e l i v e r y  o f  t h i s  R e p o r t ,  th e  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  h a s  12 m o n th s  w i t h i n  w h ic h  t o  c e r t i f y  t h a t  th e



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

ARTA . A c t u a l  t r a n s f e r  o f  t h e  r a i l r o a d  i s  t o  t a k e  p la c e  "a s  

s o o n  a s  p r a c t i c a b l e *  a f t e r  th e s e  c e r t i f i c a t i o n s  a r e  m ade . 

W i t h i n  t h r e e  m o n th s  o f  c e r t i f i c a t i o n ,  t h e  S e c r e t a r y  and th e  

S t a t e  w i l l  a g re e  on t h e  a c t u a l  d a te  o f  t r a n s f e r , w h ic h  th e  

p a r t i e s  h o p e  w i l l  be no  l a t e r  th a n  s i x  m o n th s  f o l l o w i n g  c e r ­

t i f i c a t i o n .  A l t h o u g h  b o th  p a r t i e s  a r e  c o m m it te d  t o  p r o c e e d in g  

e x p e d i t i o u s l y ,  a l o n g e r  p e r i o d  may be n e e d e d  t o  e n s u re  an 

o r d e r l y  p r o c e s s .  I f f  t h e  S t a t e  h a s  b e e n  u n a b le  t o  s a t i s f y  th e  

t r a n s f e r  c o n d i t i o n s  w i t h i n  th e  1 2 -m o n th  t im e  p e r i o d ,  ARTA p e r ­

m i t s  th e  S e c r e t a r y  t o  d is p o s e  o f  th e  r a i l r o a d  and t o  g iv e  p r e ­

f e r e n c e  t o  a b u y e r  o r  t r a n s f e r e e  who w i l l  c o n t i n u e  t o  o p e r a te  

r a i l  s e r v i c e s .

C e r t i f i c a t i o n  P r o c e s s .

A s n o t e d ,  ARTA s e t s  o u t  a s e r i e s  o f  c o n d i t i o n s  t h a t  th e  

S t a t e  m u s t m e e t t o  a l l o w  t r a n s f e r  c e r t i f i c a t i o n  b y  th e  

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

s p e c i f y  how th e  S t a t e  i s  t o  s a t i s f y  th e  c o n d i t i o n s .  Much .’ i l l  

d e p e n d  u p on  'd ie  S t a t e ' s  d e c i s i o n  c o n c e r n in g  th e  n a t u r e  o f  th e  

e n t i t y  i t  w i l l  d e s ig n a t e  o r  c r e a t e  t o  o p e r a t e  th e  r a i l r o a d  

u n d e r  S t a t e  o w n e r s h ip .  T he  w o r k in g  a s s u m p t io n  o f  th e  S t a t e  

d u r in g  e n v e lo p m e n t  o f  ARTA was t h a t  S t a t e  e n a b l in g  l e g i s l a t i o n  

w o u ld  be e n a c te d  t o  r e s o l v e  t h i s  fu n d a m e n ta l  i s s u e ,  and t h a t  

s u c h  l e g i s l a t i o n  w o u ld  e i t h e r  s a t i s f y  th e  o u t s t a n d i n g  c e r ­

t i f i c a t i o n  r e q u i r e m e n t s  o r  em pow e r th e  o p e r a t i n g  e n t i t y  t o  do 

s o .



A s  a p r e c o n d i t i o n  t o  t r a n s f e r ,  th e  S e c r e t a r y  i s  r e q u i r e d  

t o  c e r t i f y  t h a t  t h e  S t a t e  h a s  a g r e e d ;

( 1 )  t o  o p e r a t e - t h e  r a i l r o a d  as a r a i l  c a r r i e r  i n  

i n t r a s t a t e  a n d  i n t e r s t a t e  com m e rce ;

( 2 )  t o  a ssum e  a l l  r i g h t s ,  l i a b i l i t i e s ,  and o b l i g a t i o n s  o f  

t h e  A la s k a  R a i l r o a d  on th e  d a t e  o f  t r a n s f e r ,  w i t h  

som e l i m i t e d  e x c e p t i o n s  r e g a r d in g  c la im s  and c a u s e s  

o f  a c t i o n ;

( 3 )  t o  p r o t e c t  r e t i r e m e n t  b e n e f i t s  and  t o  e s t a b l i s h  

a c c e p t a b l e  a r r a n g e m e n ts  f o r  c o n t in u e d  e m p lo ym e n t 

d u r i n g  a tw o - y e a r  p e r i o d  f o l l o w i n g  d a te  o f  t r a n s f e r ;

( 4 )  t o  a l l o w  r e p r e s e n t a t i v e s  o f  th e  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  a d e q u a te  a c c e s s  t o  r a i l r o a d  e m p lo y e e s  

and ' r e c o r d s  w hen n e e d e d  i n  r e l a t i o n  t o  th e  p e r i o d  cf 

F e d e r a l  o w n e r s h ip ;  and

( 5 )  t o  c o m p e n s a te  t h e  U n i t e d  S t a t e s  a t  th e  v a l u e ,  i f  a n y , 

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

b y  t h e  USRA .

R e v e r s i o n ,

I f  t r a n s f e r r e d  t o  t h e  S t a t e  u n d e r  S e c t i o n  6 0 4 ,  th e  

r a i l r o a d  may r e v e r t ,  i n  w h o le  o r  i n  p a r t ,  t o  th e  U n i t e d  S t a t e s  

u n d e r  t h r e e  s e p a r a t e  r e v e r s i o n  p r o v i s i o n s  i n  ARTA :

( 1 )  U n d e r  S e c t i o n  6 1 0 ( e ) ,  a n y  p ro c e e d s  i n  e x c e s s  o f  th e

c o s t  o f  a n y  r e h a b i l i t a t i o n  and  im p ro v e m e n t and a n y



n e t  l i a b i l i t i e s  f r o m  th e  S t a t e ' s  s a le  o r  t r a n s f e r  o f  

" a l l  o r  s u b s t a n t i a l l y  a l l *  o f  th e  r a i l r o a d  w i t h i n  

f i v e  y e a r s  o f  t r a n s f e r  t o  an  e n t i t y  o t h e r  tha n a 

S t a t e  i n s t r u m e n t a l i t y  a re . . to  be p a id  t o  th e  U n i t e d  

S t a t e s  T r e a s u r y .

( 2 )  S e c t i o n  6 1 0 ( a )  r e q u i r e s  th e  r e v e r s i o n  t o  th e  U n i t e d  

S t a t e s ,  o r  t h e  p a ym e n t by t h e  S t a t e  o f  th e  f a i r  

m a r k e t  v a l u e ,  o f  a l l  o r  p a r t  o f  th e  r a i l r o a d ' s  r e a l  

p r o p e r t y  " c o n v e r t e d  t o  a u se  t h a t  w o u ld  p r e v e n t  th e  

S ta t e - o w n e d  r a i l r o a d  f r o m  c o n t i n u i n g  t o  o p e r a t e "  

w i t h i n  t e n  y e a r s  a f t e r  t r a n s f e r .

( 3 )  S e c t i o n  6 1 0 ( b )  r e q u i r e s  r e v e r s i o n  t o  th e  U n i t e d  

S t a t e s  g e n e r a l l y  f o r  c o n v e y a n c e  t o  th e  a b u t t i n g  

o w n e rs  o f  a n y  la n d  w i t h i n  th e  r i g h t - o f - w a y  i f  i t s  use  

f o r  t r a n s p o r t a t i o n ,  c o m m u n ic a t io n  o r  t r a n s m is s io n  

p u r p o s e s  i s  d i s c o n t i n u e d  b y  th e  S t a t e  f o r  an u n i n ­

t e r r u p t e d  p e r i o d  o f  18 y e a r s .

C la im s  A g a i n s t  R a i l r o a d  L a n d s .

A p p r o x im a t e l y  4 , 0 0 0  a c r e s  o f  th e  r a i l r o a d ' s  n o n - r i g h t - o f -  

way la n d s  a r e  s u b j e c t  t o  c la im s  b y  N a t i v e  V i l l a g e  C o r p o r a t i o n s  

u n d e r  t h e  A la s k a  N a t i v e  C la im s  S e t t l e m e n t  A c t .  A r t i c l e  I I  a nd  

A p p e n d ix  D o f  t h i s  R e p o r t  p r o v i d e  m o re  d e t a i l  r e g a r d in g  th e  

la n d s  i n v o l v e d .  D u r in g  t h e  t e n  m o n th  p e r i o d  f o l l o w i n g  th e  

d a te  o ff e n a c tm e n t  o f  A R TA , t h e  S t a t e ,  t h e  D e p a r tm e n t o f  th e  

i n t e r i o r ,  a n d  a l l  a f f e c t e d  N a t i v e  V i l l a g e  C o r p o r a t i o n s  a re



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

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

If any of these, c l a i m s  c a n n o t  be s e t t l e d  w i t h i n  the te n -  

m o n t h  p e r i o d ,  t h e y  m u s t  be a d j u d i c a t e d  by the S e c r e t a r y  of the 

I n t e r i o r  w i t h i n  two y e a r s  of the d a t e  of e n a c t m e n t  of A R T A ,  or 

14 m o n t h s  a f t e r  c o m p l e t i o n  of the r e v i e w  and s e t t l e m e n t  

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

o n  r e c o r d  in the D e p a r t m e n t  of the I n t e r i o r ,  as of the day 

b e f o r e  the d a t e  of e n a c t m e n t  m u s t  be a d j u d i c a t e d  w i t h i n  three 

y e a r s  f r o m  the d a t e  o f  e n a c t m e n t .  R e s o l u t i o n  of c l a i m s  to' 

r a i l r o a d  l a n d  is n o t  a p r e c o n d i t i o n  to t r a n s f e r .

S u r v e y  R e q u i r e m e n t .

A R T A  r e q u i r e s  t h e  S e c r e t a r y  of the I n t e r i o r  to s u r v e y  

w i t h i n  a f i v e - y e a r  p e r i o d  all l a n d s  a m o n g  the ra i l  p r o p e r t i e s  

c o n v e y e d  to the S t a t e .  T h e  p a r t i e s  e m p h a s i z e  the i m p o r t a n c e  

of m e e t i n g  t h e  d e a d l i n e  a n d  w i l l  c o n t i n u e  to w o r k  w i t h  the 

D e p a r t m e n t  o f  the I n t e r i o r  to d o  so. A r t i c l e  II, A p p e n d i c e s  

B - E  and E x h i b i t  1 o f  this R e p o r t  p r o v i d e  m o r e  d e t a i l  a b o u t  

the l a n d s  i n v o l v e d .

R a i l r o a d  R i q h t - o f - W a y .

A R T A  r e q u i r e s  the t r a n s f e r  to the S t a t e  of all right, 

title, and i n t e r e s t  of  the U n i t e d  S t a t e s  to all r a i l  p r o p e r­

ties of the A l a s k a  R a i l r o a d ,  i n c l u d i n g  a l l  r a i l r o a d  r i g h t s - o f -  

way. A R T A  a l s o  p r o v i d e s  t h a t  w h e r e  l ands or any i n t e r e s t s  

w i t h i n  t h e  r i g h t - o f - w a y  h a v e  b e e n  c o n v e y e d  o u t  of F e d e r a l



o w n e r s h i p  p r i o r  to e n a c t m e n t ,  the S t a t e  s h a l l  r e c e i v e ,  at 

m i n i m u m ,  an e x c l u s i v e - u s e  e a s e m e n t .  T h e s e  two p r o v i s i o n s  are 

i n t e n d e d  to e n s u r e  t h a t  the S t a t e  w i l l  r e c e i v e  all of the 

i n t e r e s t  n e c e s s a r y  to m a i n t a i n  v i a b l e  r a i l r o a d  o p e r a t i o n s .  

f u t u r e  R i q h t s - o f - W a y .

A R T A  p r o v i d e s  for e x p e d i t i o u s  r e v i e w  of a n y  future right- 

o f - w a y  r e q u e s t s  by the S t a t e  a c r o s s  F e d e r a l  lands. The A c t  

r e q u i r e s  t h a t  s u c h  r i g h t s - o f - w a y  c o n f o r m ,  to the e x t e n t  

p o s s i b l e ,  to the s t a n d a r d s  p r o v i d e d  by the A l a s k a  R a i l r o a d  

E n a b l i n g  A c t  of 1 9 1 4  and the e x c l u s i v e - u s e  e a s e m e n t  d e f i n i t i o n  

c o n t a i n e d  i n  A R T A .  R e s p o n s i b i l i t y  for r e v i e w i n g  and g r a n t i n g  

su c h  f u t u r e  r i g h t s - o f - w a y  is v e s t e d  by e x i s t i n g  law in the

S e c r e t a r y  of the I n t e r i o r  o r  the S e c r e t a r y  of A g r i c u l t u r e ,

w i t h  the p a r t i c i p a t i o n  of the S e c r e t a r y  of T r a n s p o r t a t i o n  as 

a p p r o p r i a t e ,  p a r t i c u l a r l y  w i t h  r e s p e c t  to the i n t e r e s t  to be 

g r a n t e d  for o p e r a t i o n  and e c o n o m i c  g r o w t h  of the railroad. 

Denali N a t i o n a l  P a r k  and P r e s e r v e  L a n d s .

O n  the d a t e  of t r a n s f e r ,  the S e c r e t a r y  w i l l  d e l i v e r  to the 

S t a t e  a 1d e e d  t h a t  c o n v e y s  to the S t a t e  (a) a n  e x c l u s i v e - u s e

e a s e m e n t  for t h a t  p o r t i o n  of the r i g h t s - o f - w a y  w i t h i n  Denali

N a t i o n a l  P a r k  and (b) t i t l e  to the r a i l r o a d - r e l a t e d  i m p r o v e­

m e n t s  w i t h i n  suc'i r i g h t - o f - w a y .  A l l  o t h e r  r a i l r o a d  holdings 

and i m p r o v e m e n t s  w i t h i n  the P a r k  are to be t r a n s f e r r e d  to the 

S e c r e t a r y  of the I n t e r i o r  for a d m i n i s t r a t i o n  as p a r t  of the 

Park. R a i l  p r o p e r t i e s  w i t h i n  the b o u n d a r i e s  o'! the Chugach



N a t i o n a l  F o r e s t  and the D e n a l i  N a t i o n a l  P a r k  and P r e s e r v e  

w i l l  be s u b j e c t  to l a w s  and .regulations for the p r o t e c t i o n  of* 

f o r e s t  a n d  p a r k  v a l u e s .  I m p l e m e n t a t i o n  of t hose r e g u l a t i o n s  

w i l l  be s u b j e c t  to p r i o r  c o n s u l t a t i o n  w i t h  the G o v e r n o r  and 

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

o p e r a t i o n  of the S t a t e - o w n e d  r a i l r o a d .

R e a l  P r o p e r t y  C o n v e y a n c e .

A r t i c l e s  II a n d  III, r e l a t e d  to r e a l  and p e r s o n a l  p r o p e r t y  

and s u p p o r t e d  by l e n g t h y  a p p e n d i c e s  and e x h i b i t s ,  are the most 

d e t a i l e d  p a r t s  of this R e p o r t .  T h e  t r a n s f e r  f r o m  the F e d e r a l  

G o v e r n m e n t  of its o n l y  c o m m e r c i a l  o p e r a t i n g  r a i l r o a d  p r e s e n t  

p r o p e r t y  q u e s t i o n s  of f i r s t  i m p r e s s i o n .  T h i s  t r a n s f e r  is 

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

l a n d s  l o c a t e d  in A l a s k a .  T h e  i m p a c t  of c o m p e t i n g  c l a i m s  to 

s u c h  l a n d s  on the t r a n s f e r  p r o c e s s  a c c o u n t s  for the c o m p l e x  

s t a t u t o r y  s c h e m e  p r o v i d e d  in A R T A  a n d  f o r  the d e t a i l e d  t r e a t­

m e n t  of the r a i l r o a d  l a n d s  in A r t i c l e  II.

T h e  A c t  p r o v i d e s  f o r  f o u r  d i f f e r e n t  t y p e s  of c o n v e y a n c e

d o c u m e n t s  to be i s s u e d  to the S t a t e  on  the d a t e  of transfer! 

E a c h  d o c u m e n t  w i l l  c o n v e y  ir-'-.erests in l a n d  b a s e d  on the s t a­

tus of the a f f e c t e d  p a r c e l  o n  t h a t  d a t e .

F i r s t ,  the S t a t e  w i l l  r e c e i v e  an " i n t e r i m  c o n v e y a n c e "  of

l a n d s  that, l i k e  t h e  p a t e n t e d  l a n d s ,  are fr e e  of c l a i m s  by

o t h e r s  but, u n l i k e  the p a t e n t e d  l a n d s ,  a r e  n o t  y e t  s u r v e y e d .  

W h e n  t h e s e  l a n d s  h a v e  b e e n  s u r v e y e d  a f t e r  the d a t e  of



t r a n s f e r , the i n t e r i m  c o n v e y a n c e s  w i l l  be c o n v e r t e d  into 

p a t e n t s .

S e c o n d ,  the S t a t e  w i l l  r e c e i v e  a p a t e n t  for r a i l r o a d  lands 

t h a t  are s u r v e y e d  and are n o t  s u b j e c t  to u n r e s o l v e d  claims 

m a d e  by t h i r d  p a r t i e s  u n d e r  a v a r i e t y  of F e d e r a l  laws.

T h i r d ,  the S t a t e  w i l l  r e c e i v e  an e x c l u s i v e - u s e  easement, 

as d e f i n e d  in A R T A ,  for r i g h t - o f - w a y  .lands w i t h i n  D e n a l i  

N a t i o n a l  P a r k  and P r e s e r v e .

F o u r t h ,  the S t a t e  w i l l  r e c e i v e  a l i c e n s e  a l l o w i n g  it the 

e x c l u s i v e  r i g h t  to use the r a i l r o a d  l a n d s  that are s u b j e c t  to 

c l a i m s  of t h i r d  p a r t i e s  (such as N a t i v e  C o r p o r a t i o n s )  on the 

d a t e  of  e n a c t m e n t  b u t  w h i c h  h a v e  not b e e n  r e s o l v e d  by the date 

o f  t r a n s f e r .  A s  t h e s e  c l a i m s  are s e t t l e d  or d e c i d e d ,  the 

l a n d s  in the l i c e n s e  c a t e g o r y  w i l l  e i t h e r  be p l a c e d  in the 

i n t e r i m  c o n v e y a n c e  c a t e g o r y  (if the t h i r d  p a r t y ' s  c l a i m  is 

d e n i e d )  o r  c o n v e y e d  to the c l a i m a n t  (if the c l a i m  is appro v e d )  

T h e  real p r o p e r t y  c o n v e y a n c e  p r o v i s i o n s  of A R T A  t h e r e b y  

r e q u i r e  t h a t  c e r t a i n  r a i l r o a d  l a n d s  be he l d  in e s c r o w  (i . e ., 

u n d e r  l i c e n s e )  u n t i l  t h e i r  u l t i m a t e  o w n e r s h i p  is d e t e r m i n e d  

t h r o u g h  s e t t l e m e n t  or  by a d j u d i c a t i o n .

E m p l o y e e  P r o t e c t i o n .

T h e  w o r k  f o r c e  of the A l a s k a  R a i l r o a d  ( d e s c r i b e d  in the 

■ Profile" s e c t i o n )  r e m a i n s  one of its m o s t  v a l u a b l e  assets.

T h e  e m p l o y e e  p r o t e c t i o n  p r o v i s i o n s  of A R T A ,  m o r e  fully 

d i s c u s s e d  in A r t i c l e  VI, t e s t i f y  to the c o n t i n u i n g  interest



o f  the S t a t e  and the U n i t e d  S t a t e s  in p r o t e c t i n g  the 

e m p l o y e e s '  w e l l - b e i n g  in the fa c e  o f  the p r o p o s e d  t r a n s f e r  to 

the S t a t e .  T h e  p r o v i s i o n s  a l s o  a r e  i n t e n d e d  to f a c i l i t a t e  and 

i n d e e d  e n c o u r a g e  the t r a n s f e r  of the A l a s k a  R a i l r o a d  w o r k  

f o r c e  t o  the S t a t e - o w n e d  r a i l r o a d ,  in r e c o g n i t i o n  of its c r i­

ti c a l  i m p o r t a n c e  to the o n g o i n g  v i a b i l i t y  of the r a i l r o a d .  

A l t h o u g h  c a r e  has b e e n  t a k e n  to p r e s e r v e  e m p l o y e e  o p t i o n s  to 

e l e c t  n o t  to t r a n s f e r  and to p r o t e c t  t h e i r  r i g h t s  in the e v e n t  

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

S e c r e t a r y  and the G o v e r n o r  h o p e  t h a t  the v a s t  m a j o r i t y  of - 

e m p l o y e e s  w i l l  r e m a i n ' w i t h  the S t a t e - o w n e d  r a i l r o a d .



A R T A  R E Q U I R E M E N T S

ARTA e s t a b l i s h e s  a s e r i e s  o f  c o n d i t i o n s  the S t a t e  must meet to o b t a i n  c e r t i f i c a t i o n  from the 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 .  The l e g i s l a t i o n  does n o t ,  however,  s p e c i f y  how the S t a t e  i s  to s a t i s f y  th ese c o n d i t i o n s .  Much depends on our d e c i s i o n  about the mechanism we ' e l e c t  to o p e r a t e  the r a i l r o a d .P r i o r  to t r a n s f e r ,  the S e c r e t a r y  i s  r e q u ir e d  to c e r t i f y  t h a t  the S t a t e  has a g r e e d :(1) to  o p e r a t e  the r a i l r o a d  as a r a i l  c a r r i e r  in  i n t r a s t a t e  and i n t e r s t a t e  commerce;(2) to  assume a l l  r i q h t s ,  l i a b i l i t i e s  and o b l i g a t i o n s  o f  the ARR on the d a t e  o f  t r a n s f e r ,  e x c e p t  f o r  some c l a i m s  and ca u se s  o f  a c t i o n ;(3) to  p r o t e c t  r e t ir e m e n t  b e n e f i t s  and to e s t a b l i s h  a c c e p t a b l e  arrangem ents  f o r  c o n tin u e d  employment f o r  a l l  employees d u r in g  a tw o -y e a r  p e rio d  f o l l o w i n g  the d a te  o f  t r a n s f e r ;(4) to a l l o w  r e p r e s e n t a t i v e s  o f  th e  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  adea uate  a c c e s s  to r a i l r o a d  employees and r e c o r d s ;  and(5) to  compensate th e  U n ite d  S t a t e s  a t  the f a i r  market v a l u e ,i f  a n y ,  as determ ined by the U n ite d  S t a t e s  Rai lw ayA s s o c i a t i o n .Other c h a p t e r s  o f  t h i s  r e p o r t  e x p l a i n  some o f  th ese  c o n d i t i o n s  in g r e a t e r  d e t a i l ,  p a r t i c u l a r l y  th o s e  r e l a t i n g  to  employee p r o t e c ­t i o n  and r e t i r e m e n t  b e n e f i t s . *

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

* A d d i t i o n a l l y ,  the f i r s t  s e c t i o n  o f  the T r a n s f e r  R e p o r t ,  e n t i t l e d  " T r a n s f e r  O v e r v i e w ,"  p r o v id e s  i n f o r m a t i o n  about o t h e r  key a s p e c t s  o f  the f e d e r a l  t r a n s f e r  l e g i s l a t i o n .  T h i s  i n c l u d e s  th o s e  p r o v i s i o n s  d e a l i n g  with r e v e r s i o n  r e q u i r e m e n t s ,  n a t i v e  c la im s  a q a i n s t  r a i l r o a d  l a n d s ,  and the type o f  i n t e r e s t  to  be o b t a in e d  in the r a i l r o a d ' s  r i g h t - o f - w a y .



P r o v i s i o n s  A f f e c t i n g  C o n t i n u e d  O D e r a t i o n sThe f o l l o w i n g  d i s c u s s i o n  a n a ly z e s  the e f f e c t  o f  ARTA's r e q u i r e ­ments ( o th e r  than employee p r o t e c t i o n  o b l i g a t i o n s  which are add­ressed e l s e w h e r e ) ,  on co n t in u e d  o p e r a t io n  o f  the r a i l r o a d  f o l l o w in g  a c q u i s i t i o n .  S e v e r a l  o b s e r v a t i o n s  should h e lp  e l i m i n a t e  co n fu sio n  r e g a r d in g  ARTA's co n tin u e d  r a i l  s e r v i c e  r e q u ir e m e n ts .F i r s t ,  i t  i s  im portant  to  remember t h a t  most o f  the f e d e r a l  t r a n s f e r  s t a t u t e  was s t r u c t u r e d  on a premise o f  the s o - c a l l e d  " n o - c o s t  t r a n s f e r . "  The compensation requirement was a l a s t  minute compromise to o b t a i n  C o n g r e s s i o n a l  p a s s a g e ,  and was merely added to the a l r e a d y  e s t a b l i s h e d  c o n d i t i o n s .  C o n s e q u e n t l y ,  c e r t a i n  p r o v i s i o n s  are not  c o n s i s t e n t  with the purchase p r o v i s i o n  o f  ARTA; p a r t i c u l a r l y  the r e v e r s i o n  c l a u s e s  which remain in  e f f e c t  f o r  a c e r t a i n  period o f  time a f t e r  a c q u i s i t i o n .Another im portant  c o n s i d e r a t i o n  i s  the requirement th a t  the S t a t e  agree  to  o p e r a t e  the r a i l r o a d  as a common c a r r i e r  engaged in  i n t r a s t a t e  and i n t e r s t a t e  commerce. Some i n t e r p r e t a t i o n s  sugqest  th a t  when read in c o n t e x t  with the r e v e r s io n  c l a u s e s  under S e c t i o n  610 o f  ARTA, t h e r e  i s  a p r e s c r i b e d  t e n - y e a r  pe rio d  f o r  ensu ring  continued r a i l  o p e r a t i o n s .  However,  t h i s  i s  not the c a s e .  The S t a t e  i s  not r e q u ir e d  to  c o n t in u e  r a i l  s e r v i c e s  f o r  any s p e c i f i c  p e r i o d .Some a l s o  s u q g e s t  t h a t  ARTA r e q u i r e s  a l l  e x i s t i n g  s e r v i c e s  be c o n t i n u e d ,  i n c l u d i n g  p a s s e n g e r  s e r v i c e .  T h is  a l s o  i s  not  the c a s e .  The r e v e r s i o n  requirem ent under S e c t i o n  610 merely s t a t e s  th a t  i f ,  w i t h in  the f i r s t  10 y e a r s  a f t e r  t r a n s f e r ,  the S t a t e  c o n v e rts  a l l  or  p a rt  o f  the r e a l  p r o p e r t y  to "a use t h a t  would p reven t  the S t a t e -  owned r a i l r o a d  from c o n t i n u i n g  to o p e r a t e , "  then the S t a t e  s h a l l  be s u b j e c t  to  a requirem ent to repay the U nited  S t a t e s  f o r  these h o l d i n g s ,  or  r e v e r t  such p r o p e r t y  a t  our o p t i o n .However, under f u l l  r e g u l a t i o n  by the I n t e r s t a t e  Commerce Commission ( I Q C ) ,  th e  S t a t e  w i l l  be s u b j e c t  to some ICC o v e r s ig h t  in any abandonment p r o c e e d i n g s .  G e n e r a l l y ,  th ese  proceedings  are s t r i c t l y  based on economic c o n s i d e r a t i o n s  r e l a t e d  to o p e r a t in g  h i s t o r y .  Assuming a h i s t o r y  o f  h i g h l y  m arg in a l  performance, i t  is  d o u b t fu l  t h a t  ICC o v e r s i q h t  would p reven t  d i s c o n t i n u a n c e  o f j s e r y  ic**--- a t  some p o i n t  in  the f u t u r e . *  • — "
\
I-\* The T r a n s f e r  Team, however,  i s  not s u g g e s t i n c  th.s e r v i c e  be d i s c o n t i n u e d .  ,

T -  - c -



O t h e r  k ey  A R T A  p r o v i s i o n s  tha t h a v e  
rail o o e r a t i o n s  a r e  p r i m a r i l y  l o c a t e d  in 
the f o l l o w i n g :

a b e a r i n g  'on c o n t i n u e d  
S e c t i o n  608 , i n cl ud in g

( 1  )

(2 )

(3)

(4)

(5)

(6 )

(7)

(8)

full a n d  fo rm al  r e g u l a t i o n  by the I n t e r s t a t e  C o m m e r c e  
C o m m i s s i o n  as a rail c a r r i e r  e n g a g e d  in i n t r a s t a t e  and 
f o r e i g n  c o m m e r c e ;

full j u r i s d i c t i o n  u n d e r  f e d e r a l  a n t i t r u s t  laws, a l t h o u g h  
the S t a t e  m a y  in vo ke  by  l a w  an y  e x e m p t i o n s  o t h e r w i s e  
a v a i l a b l e ;

e x e m p t i o n  f ro m th e f o l l o w i n g  l a w s  so lo ng  as 
o w n e d  r a i l r o a d  r e m a i n s  an i n s t r u m e n t a l i t y  of 
A l a s k a :  the R a i l r o a d  R e t i r e m e n t  A c t  of 1974, 
T a x  Act, the R a i l r o a d  L a b o r  Act, the F e d e r a l  
L i a b i l i t y  Act,  and  the R a i l r o a d  U n e m p l o y m e n t  
Act;

the S t a t e -  
the S t a t e  of 
the R a i l r o a d  
E m p l o y e r s ' 
I n s u r a n c e

a c l a r i f i c a t i o n  that ICC r e g u l a t i o n  is i n t e n d e d  to c o n f e r  
on the S t a t e - o w n e d  r a i l r o a d  "all b u s i n e s s  o p p o r t u n i t i e s  
a v a i l a b l e  to c o m p a r a b l e  r a i l r o a d s ,  i n c l u d i n g  c o n t r a c t  
rate a g r e e m e n t s " ;

c l a r i f i c a t i o n  th at  t r a i n  o p e r a t i o n s  by the S t a t e - o w n e d  
r a i l r o a d  s h a l l  no t  be s u b j e c t  to a n y  s t a t e  or  local laws 
s p e c i f y i n g  m i n i m u m  c r e w  size;

a s p e c i f i c  r e q u i r e m e n t  t h a t  all r e v e n u e s  g e n e r a t e d  by 
the S t a t e - o w n e d  rail-road a r e  to be r e t a i n e d  and m a n a g e d  
by the S t a t e - o w n e d  r a i l r o a d  for  r a i l r o a d  and r e la te d 
p u r p o s e s ;

a s t a t e m e n t  b y C o n g r e s s  that c o n t i n u e d  o p e r a t i o n  of the 
A R R  by "a p u b l i c  c o r p o r a t i o n ,  a u t h o r i t y  or o t h e r  a g e n c y  
of the S t a t e ” is an e x e r c i s e  of an e s s e n t i a l  g o v e r n m e n t a l  
f u n c t i o n  and q u a l i f i e s  u n d e r  the I n t e r n a l  R e v e n u e  Co d e 
for t a x - e x e m p t  s t a t u s ,  w h i c h  a l s o  w o u l d  a p p l y  to o b l i g a­

ti on s i s s u e d  by this e n t i t y ;

a r e q u i r e m e n t  th a t ra il  o p e r a t i o n s  w i t h i n  the b o u n d a r i e s  
of C h u g a c h  N a t i o n a l  F o r e s t  and D e n a l i  N a t i o n a l  P a r k  w i l l  
be s u b j e c t  to la w s and r e g u l a t i o n s  for the p r o t e c t i o n  of 
f o r e s t  and p a r k  v a l u e s  so lo ng  as such r e g u l a t i o n  d o e s  not 
" u n r e a s o n a b l y  i n t e r f e r e  w i t h  c o n t i n u e d  o r  e x p a n d e d  

o p e r a t i o n s  and s u p p o r t  f u n c t i o n s " ;  ^

P - l
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(9) g u a r a n t e e s  that the S t a t e  wi l l  r e c e i v e  the full f e d eral 
i n t e r e s t  in the r i q h t - o f - w a y , but n o t h i n a  less than an 
e x c l u s i v e - u s e  e a s e m e n t  for t r a n s p o r t a t i o n ,  c o m m u n i c a t i o n  
and u t i l i t y  p u r p o s e s  in all areas, e x c e p t  w i t h i n  the 
D e n a l i  N a t i o n a l  Park, w h e r e  the r a i l r o a d  is to rece i v e  
an e x c l u s i v e - u s e  e a s e m e n t  for rail p u r p o s e s  o n l y ; and

( 1 0 ) no g u a r a n t e e s  for fut u r e  r i g h t s - o f - w a y  a c r o s s  federal
lands, but l a n q u a q e  w h i c h  e n c o u r a q e s  the S e c r e t a r y  of the 
I n t e r i o r  to e x p e d i t i o u s l y  r e v i e w  a p p l i c a t i o n s  for that 
pu r p o s e .

/ = -  4



CERTIFICATE OF APPRAISAL

CHARLES  F . SEYM OUR , RUSSELL E SNYDER , A N D  ARNO LD  S. TESH 

DO HEREBY  C E R T IF Y  T H A T  UPON REQUEST FOR VA LU A T IO N  BY :

THE UN ITED  STATES R A ILW A Y  AS5CCAT IO N  
933 L 'E N F A N T  P LA ZA  N O R TH , S .W . 

W ASH ING TON , DC  20393

T H E Y  HAVE  PERSO NALLY  EX AM IN ED  THE  FO LLOW ING  DESCR IBED PROPERTY :

A LA S K A  R A ILR O A D  R E A L  ESTATE TO  BE TRANSFERRED  
UNDER  THE  A L A S K A  R A ILR O AD  TR ANSFER  A C T

AN D  T H A T  TH E Y  ARE  O F  THE  OP IN ION  T H A T  AS OF OCTOBER 1, 1983 

THE  M AR KE T  V A LU E  OF THE  PROPERTY

MORE F U L L Y  DESCR IBED  H ER E IN , W IL L  BE AS FOLLOWS:

$58,000,000

TH IS  M A Y  BE A L LO C A TE D  AS FO LLOW S :

O PERAT IN G  PRO PERTY : $ 7 ,0 0 0 ,0 0 0

N O N -O P ER A T IN G  PRO PERTY : $ 51 ,0 00 ,000

^R U S S E L L  E . SN YDER . M A I

A R N O LD  5 . TESH , ASA

A laska V
* * —  -■*



CERT IF ICAT ION . ASSUMPTIONS, 
L IM m N < i CONDITIONS, AND  CONTlNgENCTgS

Your appraiser, whose signature appears on the C e r t if ic a te  oi  Appra isa l, does hereby 
c e r t ify  th a t, except as otherw ise noted in th is appraisal repo rt:

L  He has no present or contemplated fu tu re  in te res t in the real estate tha t is 
the subject o f this appraisal re p o rt

Z He has no personal in te rest or bias w ith  respect to the subject m a tte r of this 
appraisal repo rt or the parties involved.

3. To the best of his knowledge and be lie f, the statements of fa c t contained in 
th is appraisal repo rt, upon which the analyses, opinions, and conclusions 
expressed herein are based, are true and correct.

This appraisal repo rt sets fo r th  all o f the lim it in g  conditions imposed by the 
terms o f the assignment or by the appraiser a ffe c tin g  the analyses, opinions 
and conclusions conta ined in th is appra isa l

3. This appraisal report has been made in con fo rm ity  w ith  and is subject to the 
requirement o f the Code o f Professional Eth ics and Standards o f Professional 
Conduct o f the American In s titu te  o f Real Appraisers o f the Na tiona l 
Association o f Realtors.

6. No one o ther than the appraiser prepared the analyses, conclusions in d  
opinions concerning rea l esta te th a t are set fo r th  in thia appraisal report.

7. The Am erican In s titu te  o f Real Esta te Appraisers conducts a vo luntary 
program of continuing education fo r its  designated members. MATs and RM ’s 
who meet the m inimum standards o f this program are awarded periooic 
educational c e rtif ic a tio n . I am ce r t if ie d  under this program through 
December 31, 1983.

This appraisal is to  be used in whoie-and not in part: No pa rt o f i t  shall be used in 
conjunction w ith  any o the r appra isa l

No responsib ility is assumed by the appraiser fo r m a tte rs which are o f legal nature, nor 
is any opinion on the t i t le  rendered herew ith . Good t i t le  is assumed. Management is 
assumed to be competent and the ownership to  be in repsonsibie hands.

This property has been appraised as though free o f liens and encumbrances, except as 
herein described.

The appraiser herein, by reason o f th is repo rt is no t required to  give testim ony in cou rt 
w ith  reference to the property appraised, unless arrangements have been previously 
made therefore .

D isclosure o f che contents o f th is appraisal repo rt is governed by the By-Laws and 
Regulations o f the American In s titu te  of Real Esta te Appraisers of the National 
Association o f Realtors.

N e ithe r ail nor any o f the contents o f this repo rt (especia lly any conclusions as to value, 
the id en tity  o f the appraiser of the f irm  w ith  which he is connected, o r any reference to 
the American In s titu te  o f Reai Esta te Appraisers o r to the .VLA.L or R..YL designation) 
shall be dissem inated to the public through advertis ing media, public re lations media, 
news media, sales media or any other public means o f communication w ithou t the prior 
w ritte n  consent and approval of the appra isers)

 A / -  1 ------- ---------------------------



SPEC IAL ASSUMPTIONS A N D  INSTRUCTIONS  
UNDER  TH E  A LA S K A  R A ILR O A D  TRANSFER  
__________________ AC T  (A R TA )________________

In accordance w ith  the adv ice  and counsel o f the U n ite d  S ta tes R a ilw a y  A ssoc ia tion , 
Jackson-C ross has assumed the  fo llow in g  in  its  appra isa l o f the A laska Ra ilroad :

1* F a ir  m a rke t value o f the ra ilro a d  to  the S ta te  o f A laska  is the 
p rice  the S ta te , as a p ruden t purchaser, would pay fo r the righ ts 
tra n s fe rre d  under A R T A . The S ta te  la cons tra ined by a ll e x is tin g  
s ta te  law  th a t would a f fe c t i t  or any o the r purchaser o f the 
ra ilroac fs p ro p e rty . A c co rd in g ly , we do no t consider p o ten tia l 
ac tions w h ich the S ta te  m igh t take  vh ich  would a f fe c t  fa ir 
m a rke t va lue .

2. The purchaser w il l ope ra te  the ra ilro a d  fo r ten years, a t a le ve l o f 
se rv ice  th a t approx im ates cu rre n t p ro je c tions and in its  present 
co n fig u ra tio n .

3. A l l  rea l e s ta te  c la ss ifie d  as ope ra ting  p ro pe rty  wou ld be ava ilab le  
fo r  tra n s fe r fo r  n o n -ra il use in  10 years a f te r  the  da te o f the 
appra isa l on O c to b e r 1, 1993.

4. Upon tra n s fe r , the S ta te  w il l a cqu ire  fu l l  t i t le  to on ly those 
portions o i the  p ro pe rty  id e n t if ie d  by USRA as owned in fee  
s im p le by the  A la ska  R a ilro a d .

3. T he  pur chaser w il l be p e rm itte d  to m ake any use o f the ope ra ting
p ro pe rty  im m ed ia te ly  a f te r  tra n s fe r o f the p rope rties to the S ta te  
as long as such uses do no t in te r fe re  w ith  ra il ope ra tions .

6. A l l  non -ope ra tin g  p ro pe rty  wou ld be ava ilab le  fo r d ispos ition 
im m ed ia te ly  a f te r  tra n s fe r o f the p rope rtie s to  the S ta te .

7. A l l  revenues from  rea l e s ta te  transac tions during the f i r s t  ten (10) 
years m ust be used fo r  ra ilro a d  o r o th e r re la ted  purposes. O th e r 
re la ted  purposes can in c lude  tra n sp o rta tio n  budget item s re la tin g  
In  some way to  the A la ska -R a ilro ad .

3. T he re  would be no added costs to  a purchaser fo r env ironm en ta l,
subd iv is ion o r zoning ac tions beyond th a t w h ich  is re fle c te d  in 
com parab le sales.

9. The  purchaser is requ ired  to assume a il e x is tin g  leases on the
p ro pe rty , bu t w il l renego tia te  them a t fa i r  m a rke t va lue upon 
th e ir  e xp ira tio n  or a t the e a rlie s t da te  perm iss ib le under the 
te rm s o f such leases.

10. USRA has provided the appra iser w ith  the in ven to ry  o f A laska
R a ilro ad  p ro pe rty  and w ith  its  a llo ca tio n  be tween ope ra ting  and 
non -ope ra tin g  rea l e s ta te .



11. T he  analysis o f rea l e s ta te  taxe3 has been pe rfo rm ed in 
accordance w ith  the  no rm a l rea l e s ta te  m a rk e t p ra c tic e s , ue . the 
purchaser is responsib le fo r  norm a l rea l e s ta te  taxes during the 
ho ld ing  period and fo r  d ispos ition  taxes n o rm a lly  paid by the se lle r 
when sales a re consum m ated .

12. The purchaser is e n t it le d  to  u t i l iz e  a ll f in a n c in g  in s trum en ts  
n o rm a lly  ava ila b le , in c lu d in g  m ortgages .

13. T h e  d iscoun t ra te  re f le c ts  the cos t o f m oney a t t r ib u ta b le  to a 
ty p ic a l a cqu is itio n  in  the p r iv a te  secto.*.

14. T h e o re tic a l s o d a i costs and bene fits  associa ted w ith  the 
tr jm s fe r re d  p ro p e r ty  are n o t cons idered w ith in  the pu rv iew  o f fa ir  
m a rke t va lue .

13. The  ra ilro a d  is cons ide red a sintp.* p ro p e r ty  to  be owned and
co n tro lle d  by a  s ing le  e n t i ty .

16. T h e  da te  o f the appra isa l is O c to b e r 1, 1933.

17. ' N o spec ia l a llo c a tio n  is made in  th is re p o r t fo r  paresis sub je c t to
N a t iv e  d a im s . A t  USRA 's reques t, Jackson -G ross supp lied a to ta l 
va lue  fo r  such pa rce ls . T h a t va lue  is S3,2QO,0OO.

18. C o rr id o r  va lue fo r  the  r ig h t - o f -w a y  is no t cons ide red .

19. The  Sec tion  603(a) C lo s in g  R e p o r t is cons ide red to the e x te n t th a t 
in fo rm a tio n  con ta ined  the re in  a ffe c ts  the  re a l e s ta te  va lue .

.0 . No s p e c if ic  s tud ies a re  p e rfo rm ed  to d e te rm ine  the  ex is tence o i
sem i-p re c io u s  and p re d ou s  m ine ra ls lo ca te d  w ith in  the sub jec t. 
M ine ra l r ig h ts  and th e ir  p o te n tia l va lue are on ly  considered to the 
e x te n t as repo rted  and re f le c te d  In  the rea l e s ta te  m a rke t 
transac tions In the p r iv a te  se c to r .

21. In com e from  leases lo ca te d  on p ro p e r ty  designa ted by USRA as
ope ra tin g  p ro pe rty , p ip e lin e  p e rm its , and tra ckage  charges, are 
exc luded  from  the re a l e s ta te  va lu a tio n . USRA advises th a t th is 
in com e has been cons ide red in  its  p ro je c tio n s  o f ra ilro a d  ope ra ting  
in com e .



PURPOSE AND FUNCTION OF THE APPRAISAL

The purpose o f this appra isa l is to es tim a te  the m arke t value o f the sub ject 
p rope rty , m ore fu l ly  described here in , as o f O c tobe r 1, 1983.

As U3ed here in , m a rke t value may be de fined ass
• •

The p rice  which a w e ll- in fo rm e d  buyer a c tin g  in te ll ig e n t ly , 
vo lu n ta r ily , and w ith o u t necess ity would be wa rran ted  in paying, 
and a w e ll- in fo rm ed  se lle r a c tin g  in te l l ig e n t ly , v o lu n ta r ily , and 
w ith o u t necessity would be w a rran ted  in accep ting  fo r the 
p ro pe rty  as o f a ce rta in  da te .

The fu n c tio n  o f th is appra isa l is to p rov ide USRA w ith  an e s tim a te  o f m a rke t value 
o f the rea l e s ta te  fo r in co rpo ra tio n  in its  re p o rt on the m arke t va lue o f the  A laska  
Ra ilroad  p rope rtie s to be conveyed under the A la ska  R a ilro a d  T rans fe r A c t  (A .R .T .A .) .

The  sub je c t p rope rty  is va lued in fe e  s im p le , sub jec t to A .R .T .A . re s tr ic tio n s  as 
in te rp re te d  by U SRA .

ACKNO W LEDG EM ENT

A l l  o f the  judgements and conclusions con ta ined w ith in  this repo rt are those c f the 
appraisers fo r w h ich they assume fu l l p ro fessiona l re spons ib ility . H ow eve r, the 
appraisers w ish to acknow ledge the assistance o f D av id  W. Anderson , Douglas S. 
B u tche r, Joseph R . Dugan, A l f  M oody, and F re d e r ic k  3 . W illiam s o f Jackson-C ross 
Company in the p repa ra tion  o f various fa ce ts  o f th is re p o rt.
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SUM M ARY  OF SA L IE N T  FACTS  AND  CONCLUS IONS

PROPERTY  APPRA ISED : 

OWNER:

L A N D :

IM PROVEMENTS :

PRESENT USE:

H IGHEST AND  BEST USE:

A i l  A la ska  R a ilro a d  rea l es ta te holdings held in 
fe e  s im p le by the A la ska  R a ilroad .

The A laska  R a ilro a d  (U n ited  S tates D epa rtm en t 
o f T ra n spo rta tio n ).

The  to ta l land area valued is 28,416.31 acres, 
based on maps and o the r documents provided to 
the  appraisers by USRA and the A laska  Ra ilroad . 
USRA has a llo ca te d  -3,913.61 acres to O pera ting  
p ro pe rty  and 24,302.7 acres to N on -ope ra tin g  
p ro p e rty .

Numerous s tru c tu re s  loca ted  th roughou t the 
A la ska  R a ilro a d  land holdings are m ore fu l ly  
described he re in . Im provem ents con ta in ing  a 
to ta l o f 312,000+ square fe e t o f bu ild ing  area 
owned by the “ A la ska  R a ilroad  have value 
cons is ten t w ith  the h ighest and best uses o f the 
p rope rtie s under the assumptions p rov ided ov 
USRA .

O pe ra tin g  p ro pe rty  is devoted to ra il ope ra tion s . 
The  uses- o f N on -O pe ra tin g  p rope rties range 
from  undeveloped w ilderness to land leases fo r 
in d u s tr ia l, c om m e rc ia l, re s id en tia l, a g r ic u ltu ra l, 
in s t itu t io n a l, and re c rea tio na l.

A  separa te h ighest and best use conclus ion was 
made fo r each o f the  Va lua tion  U n its  described 
he re in . W ith  respect to O pe ra ting  p rope rty , 
h ighest and best use conclusions are based on the 
assum ption , p rov ided by USRA , th a t ra il 
opera tions w ill cease on O c tobe r 1, 1993.

M AR KE T  VALUE. OF  
OPERAT ING  PRO PER TY :

Land
Im provem en ts

T o ta l

S 3 ,770 ,000  
1.140 .000

$ 6 ,910 ,000

M AR KE T  V A LU E  OF  
N O N -O P ER A T IN G  PROPERTY :

T O T A L  M AR KE T  V A LU E :

Land
Im provem en ts

T o ta l

Land
Im provem en ts

T o ta l
Rounded to

$ 30 ,930 ,000  
120,000

$ 31 ,030 ,000

$ 36 ,700 ,000  
1 ,260 .000

$ 37 ,960 ,000  
S 38 ,000 ,000
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VA LU A T IO N

A f te r  considering a ll the fa c ts  and c ircum stances in connection w ith  the sub ject 
p rope rty , i t  Is our op in ion th a t the m a rke t value o f the land and im provem ents , as o f 
O c to b e r* !, 1983, w il l be;

—  F IF T Y  E IG H T  M IL L IO N  DO LLARS  —  
($5X^300,000)

This may be a llo ca ted  as fo llow s:

Land $ 56 ,7 *0 ,0 0 0  Th is is equ iva len t to 23,*16.31 acres a t $1,997 per
acre .

Im provem en ts $ 1 ,260 ,000 Th is is equ iva len t to 512,002 square fe e t o f ^
bu ild ing area a t $2.46 per square fo o t.

*\



OBJECTIVE AND VALUATION METHODOLOGY

T le  fin a l adoption o f a m ethodo logy fo r appra is ing the n on -ra il use fa ir  m a rke t 
value o* .'’ ie A laaka R a ilro ad  (ARR ) rea l e s ta te  resu lts from  comprehensive cons idera tion  
o f the A laska R a ilro ad  T ran s fe r A c t o f 1982 (A R TA ) wh ich defines assumptions and 
l im it in g  cond itions . M a rke t fa c to rs  were also considered in fo rm u la tin g  the process.

I t  has been the p ra c tic e  o f the A R R  to  lease its  rea l e s ta te , ra the r than sell i t .  
Jackson-C ross assumes a con tin ua tio n  o f th is p ra c tic e  regardless o f ownersh ip . 
Va lua tion  theo ry assures th a t proper c a p ita liz a tio n  o f an incom e s tream  resu lts in a 
value conclusion synonymous w ith  an appra isa l assum ing sale o f the leased fee  in te re s ts .

To  a rr ive  a t a fa ir  m a rke t va lue to the S ta te  o f A laska , the basic m ethodo logy 
com ports w ith  conven tiona l rea l e s ta te  approaches and techniques.

Two m a jo r steps are requ ired to  e s tim a te  the  fa ir  m a rke t value o f the  A laska  
R a ilro a d .

F ir s t ,  the  base values are de te rm ined . Each base va lue represents 
the e s tim a ted  p rice  fo r a s ing le  pa rce l as o f O c tobe r I , 1983, 
assum ing th a t i t  is sold on th a t da te , th a t i t  is the on ly  p iece o f 
A laska  R a ilro ad  p ro pe rty  on the m a rke t in  th a t area a t the tim e , 
and th a t the re  are no re s tr ic tio n s  or encumbrances p reven ting  the 
sale .

Second, the ne t revenues, i f  any, l ik e ly  to  be rece ived from  
n o n -ra il use leas ing o f the sub jec t p ro pe rty  are es tim a ted ; the 
period o f t im e  i t  is l ik e ly  to  take  to  re a liz e  those ne t revenues are 
es tim a ted ; and, the presen t va lue is appraised as o f O c tob e r 1,
1983, o f the e xpe c ta tio n  o f those fu tu re  ne t revenues, cons idering  
the  cost o f money over t im e  and the r is k  o f u n ce rta in ty  th a t the 
p ro je c ted  ne t revenues w i l l ,  In fa c t ,  be re a liz e d .



BASE VALUE

The f i r s t  r  tw o  m a jo r va lua tio n  phases invo lves a d e te rm in a tio n  o f base va lue , or 
the to ta l o f a ll gross proceeds to be rece ived  fo r the rea l p ro p e r ty  i i  i t  were sola in  
m arke tab le  parce ls on O c to b e r 1, 1923. Base va lue assumes th a t each parce l is the on ly  
parce l being m a rke ted  a t the  sub je c t p ro p e r ty  on O c to b e r 1, 1923.

P ro p e r ty  C a tego rie s
The A la ska  R a ilro a d  p ro p e r ty  Is com prised o i bo th ope ra tin g  and n on -ope ra tin g  

p ro p e r ty . The U n ite d  S ta tes R a ilw a y  A sso c ia tio n  supplies Jackson -C ross w ith  the 
co n fig u ra tio n  be tween these ca tegories.- T h e y  are d is tingu ished by the fo llo w in g  
assumptions:

1. O p e ra tin g  p ro pe rty  is n o t m a rke ta b le  fo r  n o n -ra il use fo r  a 
period  o i ten years.

2, N o n -o p e ra t in g  p ro pe rty  is im m e d ia te ly  m a rk e ta b le  fo r  
n o n -ra il use.

B o th  ca tego ries o i p ro p e r ty  a re appra ised by Jackson -C ross under the 
a io rem en tio ned  cond itions , e xcep t where the  ra ilro a d  lacks t i t le .  Ja ckscn -C rcss  re lies 
upon USRA fo r  in s tru c tio n s  rega rd ing  the e x te n t to  wh ich p rope rtie s  should be inc luded  
or exc luded due to t i t le  p rob lem s.

M a rk e t A reas
A l l  A la ska  R a ilro a d  re a l e s ta te  is exam ined by m a rke t a rea . Those parcels sharing  

econom ic , so c ia l, and geograph ic ch a ra c te r is tic s  tend to have th e ir  values in flu enced  by
-N

the same lo ca l phenomena. F a r in s tan ce , changes in popu la tio n , re a l e s ta te  supp ly , 
in d u s tr ia l g row th , p ro p e r ty  taxes and tra n sp o r ta tio n , among o th e r poss ib ilitie s , m ay  
in flu e n ce  the p ro p e r ty  w ith in  a m a rke t a rea and have no d ire c t measure b.e e f fe c t upon 
ne ighboring com m un itie s  o r ju r is d ic t io n s . M o s t im p o r ta n t ly , from  a va lua tion  s tandpo in t, 
is th a t w ith in  a m a rke t a rea - p rope rtie s  o f s im ila r u t i l i t y  com pete fo r e x is tin g  demand. 
O bv ious ly , no m a rke t is to ta l ly  im m une to w ha t occu rs ou ts ide  its  borders, bu t w ha teve r 
m acro -e conom ic  im p a c t m ay occu r i t  is best to measure i t  w ith  lo ca l m a rke t d a ta  if it 
ex is ts .
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Va lua tion  U n it
F o r a il o f the  A laaka R a ilro ad  rea l p ro pe rty  assigned lo r  va lua tion , Jackson-C ross 

analyzes each o f the perm iss ib le  uses and de te rm ines wh ich uses are m ost p ro fita b le  and 
l ik e ly  as o f the da te  the p ro pe rty  can be m arke ted  fo r n o n -ra il use.

A l l p ro pe rty  in  each m a rke t area is d iv ided  in to  va lua tion  un its . P rope rty  w ith in  a 
un it is o f cons is ten t h ighest and best use and value le ve l. The va lua tion  un it is d if fe re n t 
from  a m a rke tab le  pa rce l. I t  is a method o f re po rtin g  value resu lts on ly . The valuation 
un it m ay cons is t o f one o r m ore m a rke tab le  parce ls .

A  rev iew  o f the sub jec t p rope rty  a long w ith  sales and leases id e n t if ie d  in the 
m a rke t enables the appra iser to  assign p re lim in a ry  p a rce iiz a tio n . D u ring  the base 
va lua tion  phase i t  is o fte n  necessary to m od ify  the va lua tion  un its .

V a lua tion  Ana lys is
F o r each va lua tio n  un it a de ta iled  s tudy o f m a rke t da ta  is u til iz e d  to de te rm ine  

u n it va lues. Th is analysis includes cons ide ra tion  fo r m arke tab le  parce l lo c a tio n , h ighest 
and best use, s ize , shape, topography, so il cond itions , access, and any o the r variab les 
wh ich m ay have an im pa c t on va lue .

. T he  re su lt in g  base u n it va lue fo r 'e a ch  va lu a tio n  u n it is m u ltip lie d  by the s ize o f the 
va lua tion  un it to  equal the to ta l base va lue . F o r exam p le , a 10,0C0 square fo o t va lua tion  
un it w ith  a sq u ire  fo o t va lue o f $2.00 resu lts in  a to ta l Base Value o f $20,GQO.0O. The 
u n it va lue applied r e f l e c t  the gross u n it p rice  l ik e ly  to be rece ived fo r the op tim um  
sized m a rke tab le  parce ls w ith in  the va lua tion  u n it . T o  p rope rly r e f le c t m a rke t da ta , a 
10,000 square fo o t va lua tion  u n it is no t va iued as a 10,000 square fo o t parce l i f  the 
standard m a rke tab le  lo t is 3,000 square fe e t . In s tead , I t  is valued as tw o 3,000 square 
fo o t lo ts , each o f w h ich are assumed no t to  com pe te  w ith  the o th e r.

Base Va lue  L im ita t io n s
A s m en tioned e a r lie r , Base Value fo r  the A la ska  R a ilroad  rea l e s ta te  is the sum o f 

a ll o f the in d iv id ua l m a rke tab le  parce l gross se llin g  prices on O c tob e r 1, 1983. I t  
assume*] th a t none o f these parcels are encumbered by the requ irem en t to opera te a 
ra ilro a d , or by the ex is tence o f leases wh ich are no t in c o n fo rm ity  w ith  the m a rke t. I t  
also assumes th a t no o th e r p ro pe rty  w ith in  the  sub je c t p o r tfo lio  is a v a il ib le  fo r sale or 
lease on th a t d a t* .
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PORTFOLIO MARKET VALUE

The  second m a jo r phase o f th is va lua tion  invo lves the d iscoun ting  o f fu tu re  
proceeds to a presen t w o rth . T h is  d iscoun ted cash f lo w  process a rrives a t a va lue fo r the 
e n tire  A la ska  R a ilro a d  rea i e s ta te  p o r t fo lio  as a s ing le  p ro pe rty . The d iscoun ting  
techn ique 's a pp licab i l i t y  to  the  sub je c t assignment is exp la ined be low .

A p p lic a b il i ty  o f D iscoun ted  Cash F lo w  Techn ique
The d sco u n te d  cash f lo w  te chn ique  is a s tandard va lua tio n  to o l fo r  d e te rm in in g  the 

p resen t va lue o f cash flow s to  be re a liz e d  ove r a period o f tim e  from  the d ispos ition  or 
use o f assets. In  the su b je c t case w here I t  is l ik e ly  a purchaser wou ld con tinue  the 
p ra c tic e  o f the R a ilro a d  to lease the p ro p e rty , d iscoun ted cash flow  analysis, is an 
app rop ria te  va lu a tio n  p ra c tic e . A s a p ra c tic a l m a tte r , the same presen t va lue should be 
re a liz e d  from  leas ing p ro p e r ty  a t m a rke t ra tes o r from  se llin g  the  assets fre e  o f 
encum brances.

The  d iscoun ted cash f lo w  te chn ique  is necessary because the am oun t o f d ie  A la ska  
R a ilro a d s  rea i e s ta te  ho ld ings, the  d if fe re n t geograph ic m arke ts where th a t p ro p e r ty  is 
lo ca te d  and the  d iv e rs ity  o f h ighes t and best uses canno t be d ir e c t ly  compared to a sing le  
"com parab le4 sa le in  the m a rk e t.

T he  sub je c t p ro p e r ty  is e spe c ia lly  conduc ive  to d iscoun ted cash f lo w  due ro the:

1. L ong  te rm  n a tu re  o f d ie  e x is tin g  leases. '

2. D iv e rs ity  o f th e  re a i e s ta te  in v e n to ry .

3. H e te rogenous n a tu re  o f the  business e n t i ty  wh ich indudes  
ope ra tin g  a ra ilro a d  and manag ing a rea i e s ta te  p o r t fo lio .

4. L a c k  o f a s ta b iliz e d  incom e s tream  or le ve l annu ity .

T he  p rocedure o f p e rfo rm in g  a d iscoun ted  cash f lo w  analysis invo lves a p ro je c tio n
o f:

1. P e r io d ic  a c tu a l gross in com e U he iy to  be rece ived .

2. The p e rio d ic  m anagem en t, m a rke tin g  and ho ld ing costs 
l ik e ly  to  be in cu rre d .

3. The  re la t iv e  r is k  and t im e -c o s t o f money in re a liz in g  d ie 
p ro je c tio n s .



Pace o i Abso rp tion
A n  im po rta n t e lem en t o f the d iscounted cash f lo w  analysis is the tim e when the 

po te n tia l bene fits ( i.e ., proceeds o f sale o r lease) are lik e ly  to be rea lized . A tim e tab le  
fo r  rea liz in g  lease income from  the A la ska  R a ilro ad  properties resu lts from  a de ta iled  
analysis in each o f the m a jo r m a rke t areas.

W ith in  each m a rke t area p rope rty  is ca tego rized  by highest and best use. Each 
h ighest and best use ca tego ry is then ana lyzed fo r q u a lity  ch a ra c te r is tic s  which may 
a f fe c t  the pace a t which- the p ro pe rty  is l ik e ly  to  be leased. For m a jo r m arke ts a study 
o f e x is ting  m a rke t a c t iv i ty  a long 'w ith soc io -e conom ic  fa c to rs  supplies the appraiser w ith  
the basic da ta necessary to  p ro je c t the l ik e ly  ra te  o f absorption th a t wou ld be p red ic ted  
by an inves to r as o f O c tobe r 1, 1983.

W ith  regard to non -ope ra tin g  p ro pe rty  in  Anchorage , app ro x im a te ly  20% o f the 
do lla r va lue is c u rre n tly  under lease; s im ila r ly , in  Fairbanks app ro x im a te ly  60% o f the 
do lla r value o f the non -ope ra tin g  ra ilro ad  p ro pe rty  is cu rre n tly  leased. Jackson-C ross 
considers these p rope rtie s , and those under lease in  o the r m arke ts , to have been a lready 
absorbed in to  the m a rke t, and to rem a in  under lease fo r the te rm  o f the ex is ting  
con tra c ts . The appra ise r, using rea l e s ta te  m a rke t and o ther econom ic da ta , then 
es tim a tes the ra te  a t wh ich the unleased p ro pe rty  would be leased, inc lud ing the e f fe c t 
o f re -lea s ing  p rope rty  a f te r  the te rm in a tio n  o f ex is tin g  con tra c ts . W h ile  he considered 
th a t any te rm in a tin g  leases cou ld  be renewed im m ed ia te ly , because s ta r t-u p  tim e  would 
be necessary fo r a new owner, Jackson-C ross assumed th a t no o ther new leases would be 
en tered in to  fo r a t le a s t one yea r. The appra iser also estim ates the ra te  a t which the 
opera ting  p rope rty  cou ld have been leased fo r a lte rn a tiv e  uses under the h ypo the tica l 
assumption th a t ra ilro ad  opera tions te rm in a te  a f te r  ten years.

R en ts
A  rev iew  o f rea l e s ta te  p ra c tices  in bo th Anchorage and Fa irbanks reveals tha t 

land leases gene ra lly p rov ide fo r  the esca la tion  (or reduction ) o f ren ts eve ry f iv e  years.
Th is f iv e -y e a r  c yc le , wh ich is con ta ined in  m ost o f the ex is ting  lessee o f A laska R a ilroad
p ro pe rty , is assumed to con tinue fo r new leases. A cco rd in g ly , rents would be set a t new 
m a rke t ren ts on ly  where

1. The esca la tion  is due;
2. The lease exp ires and a renewal a t m a rke t re n ta l value is an tic ipa ted ;
3. A  vacan t p ro pe rty  is leased.

i



C a p ita liz a t io n  F a c to r

To d e te rm ine  m a rke t re n t, a c a p ita liz a tio n  or re n ta i fa c to r  is derived from  ren ta ls 
o f parce ls s im ila r to sub je c t m a rke tab le  pa rce ls . A  s tudy o f p ro pe rty  sold and leased 
in d ica te s  a range o f 9% to  11%. A n  o v e fa ll fa c to r  o f 9.73% is considered app rop ria te  fo r 
the in d iv id ua l sub je c t p ro pe rtie s . B o th  o ve ra ll q u a lity  and d iv e rs ity  o f the in ve n to ry  
co n s titu te  the p rim e cons ide ra tion  fo r  the  proposed fa c to r .

M anagem ent and Leas ing  gspense
A  study o f d ie  m a jo r m a rke t areas ind ica te s  m anagement fees fo r  income 

p roduc ing p rope rtie s  rang ing be tw een 4% to  6£%  o f gros3 incom e . Th is range does not 
in d u d e  sepa ra te  b rokerage comm issions paid when a lease is a rranged . In l ig h t o f the 
am ount o f p ro pe rty  in vo lve d  he re , and the e x te n t o f m anagement and leas ing a c t iv i ty  
ava ilab le  to  a com pe ten t f i rm , an o ve ra ll f ig u re  o f 3% o f the e f fe c t iv e  gross incom e is 
considered adequa te . T h is , o f cou rse , in d u de s  any reasonable com b ina tion  o f in * house 
costs and ou ts ide comm iss ions .

H o ld in g  Expense
The ownersh ip o f the  A la ska  R a ilro a d  rea i e s ta te  ca rries c e r ta in  expense 

ob liga tions regard less o f w he the r i t  is to ta l ly  o r o n ly  p a r t ia lly  leased. The expenses 
in d u d e  rea l e s ta te  taxes, a dm in is tra t io n , insu rance , specia l lega l and accoun ting  
fu n c tio n s , m a in tenance , s e c u r ity  and supp lies . The to ta l e s tim a ted  annual a llow ance fo r 
ho ld ing is 1 ?% o f base va lue .

T e rm in a l Va lue
Bo th  N o n -o p e ra t in g  and O p e ra tin g 'p ro p e r t ie s  have ten year earnings p ro je c tio n s . 

To take  in to  accoun t the pe rpe tua l na tu re  o f lease in com e , during the ten th  year o f each 
p ro je c tio n , va lues a re  s ta b iliz e d  and d iscoun ted to O c to b e r, 1953. Th is is knosvn as 
va lu ing  the f in a l re ve rs io n . T he  p rocedu re takes in to  accoun t th a t proceeds w il l be 
genera ted beyond d ie  lease in com e p ro je c tio n  pe riod .

D is coun t R a te
S ince the sum o f a ll p ro je c te d  n e t incom e is no t to  be rece ived cn O c tobe r 1, 1983 

a ra te  fo r  d iscoun ting  the  proceeds to th a t da te  is requ ired .
A  p ruden t in ve s to r demands a re tu rn  fo r  his in ve s tm en t in c lud ing  a rea l ra ts  o f 

in te re s t, com pensa tion fo r in f la t io n  fa c to rs  and fo r  r is k  associa ted w ith  a proposed
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in ve s tm en t. A lso requ ired  in  a rea l e s ta te  transac tion  is compensation fo r the re la t iv e  
n o n - iiq u id ity  o f the in ve s tm en t. The d iscoun t ra te  represents the ra te  a t wh ich the 
m arke t would take a il o f these fa c to rs  in to  cons ide ra tion w ith  respect to fu tu re  earnings 
and pay a fa ir  p rice  fo r the r ig h t to  rece ive  such fu tu re  earn ings.

The re  are no p ro je c ts  w h ich  can be compared d ire c t ly  w ith  the va lua tion  o f 
app ro x im a te ly  28,416 acres o f A la ska  rea i e s ta te . On in d iv id ua l transactions fo r parcels 
in  the reg ion , Jackson -C ross has de te rm ined  th a t the m a rke t is c u rre n tly  demanding 
ra tes o f re tu rn  on e q u ity  be fo re  taxes o f 1.396 to 2096. The size and com p le x ity  o f the 
sub je c t transac tion  lead to  a conc lus ion th a t a h igher ra te  o f re tu rn  would be necessary 
to  a t t r a c t e qu ity  c a p ita l. A  p ruden t in ve s to r would l ik e ly  s tru c tu re  the acqu is ition  on 
the assumption o f 7396 debt and 23% e qu ity  m ix  and would requ ire  a 23% re tu rn  fo r the 
equ ity  com ponen t.

The cost o f deb t ca p ita l is a ba rom e te r o f m in im um  requ irem en ts fo r d iscoun t. 
M a jo r 'A la s k a  p ro jec ts w ith  tang ib le  deve lopm en t plans are a t t ra c t in g  m ortgage cap ita l 
a t 1.3% to 2.3% above p rim e on a f lo a t in g  basis. F ixed  ra tes requ ire  13% to 14% and are 
sub jec t to a typ ica l 20 to  23 year te rm . F ixed  ra te  m ortgages are c u r re n tly  sub jec t to 
ca ll e ve ry f iv e  to  s ix  years. M o rtg age  constants range between 14% and 14.3%. S ince 
the  A laska  R a ilro ad  has a s ig n if ic a n t p o rtio n  o f undeveloped p ro pe rty , the p o r tfo lio  as a 
whole would no t m ee t p re va ilin g  standards fo r in s t itu t io n a l in ves to rs . Since o ther 
lenders in such c ircum stances demand h igher re tu rn s , i t  is concluded a debt cost o f 16% 
would be app rop ria te .

O ve ra ll, th e re fo re , a c a p ita liz a tio n  cons is ting o f 73% debt a t 16% cos t and 23% 
equ ity  a t cos t o f 23% leads to an 1S% to ta l p ro pe rty  re tu rn  to acqu ire the p o r t fo lio .

Each m a jo r m a rke t area in  the A la ska  R a ilro a d  reg ion has d if fe re n t in ve s tm en t 
cha ra c te r is tic s . In th is analysis the o ve ra ll p o r tfo lio  d iscoun t ra te  adequa te ly considers 
these d iffe ren ces .

Specia l C ons ide ra tions
How  the m a rke t reac ts today is the best in d ic a to r o f i ts  pe rcep tion o f the fu tu re . 

C u rre n t p rices , ren ts and absorp tion re f le c t inves to rs ' an tic ipa tions o f p ro f i t  and use. 
C u rre n t fin an c in g  p ra c tices are an e xce lle n t In d ica tio n  o f th a t m arke t's  a n tic ip a tio n  o f 
fu tu re  rea i and in f la t io n a ry  trends . F o r these reasons much w e igh t was placed on m a rke t 
da ta . H ow eve r, due to the tw e n ty  years requ ired fo r  rea liz in g  op tim um  proceeds, 
Jackson -C ross also takes in to  accoun t:
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T rends in  gove rnm en t sponsored econom ic programs which 
are  i ik e iy  to  a f fe c t  the rea i e s ta te  m a rke t in A la ska . These 
in d u d e , bu t a re  no t L im ited  to , pub lic  land sales, pub lic 
f in a n c in g , pe rm anen t fund p ro je c tio n s , and leg is la tio n  
re s tr ic t in g  expend itu res .

P ro je c tio n s  fo r  p roduc tion  and revenues and th e ir  im pac t 
upon em p lo ym en t, p rie s  changes, and u lt im a te ly  rea l es ta te  
supp ly and demand.

D em og raph ics , in c lud ing  where in A la ska  g row th  has 
o ccu rre d , and w here i t  is expec ted in the fu tu re . H ow  such 
g row th  m ay a f fe c t  p rices and absorp tion varies by ages, 
occupa tions , and in com e le ve ls .

N ew  o r expand ing in du s tr ie s , such as the re cen t in f lu x  o f 
se rv ice  and pro fess iona l businesses. Th is is i ik e iy  to 
c o n tr ib u te  towards the con tin u in g  econom ic g row th  o f the 
s ta te .

D e fense  spend ing , w h ich is L ike ly to  con tinue  as a m a jo r 
c o n tr ib u tio n  to the A la ska  econom y.



SUMMARY OF VALUATION PROCEDURE

W ith in  the body o f the re po rt are com pu te rized  summaries o f the va lua tion  
process. The steps taken in the appra isa i ca lcu la tio n  are as fo llow s :

1. T o ta l Base Va lue is de te rm ined fo r O c tobe r 1, 1983.

2. F o r each period T o ta l Base Va lue is esca la ted a t a ra te  of
3% to  3% depending on the m a rke t area .

3. A  re n ta l fa c to r  o f 9.73% is app lied to each to ta l pe riod ic
Base Va lue to a rr iv e  a t a m axim um  po ten tia l gross incom e.

4. The m axim um  p o te n tia l gross income is then m od ifie d  to 
re f le c t:

a . C u rre n t leases wh ich are no t a t m a rke t leve ls; and

b. P ro p e r ty  wh ich is no t ye t p ro je c ted  as leased.

5. M anagem ent and leasing expense is sub tra c ted  a t a ra te  o f 
3% o f e f fe c t iv e  gross incom e each pe riod .

6 . H o ld in g  expense is sub tra c ted  a t a ra te  o f l£ %  o f base value 
each period .

7. The period ne t incom e is ca lcu la te d .

8. The n e t incom e is d iscoun ted a t an annual ra te  o f 18% each
pe riod .

9. D u rin g  the te n th  year fo r  non -ope ra tin g  p rope rty  and the 
tw e n tie th  year fo r  the ope ra ting  p rope rty  a sing le revers ion 
is ca lcu la te d  aga inst the to ta l o f the cap ita lize d  va lue fo r
each o f those years* net incom es, plus the base va lue o f
p ro pe rty  rem a in ing  unleased. The revers ion fa c to r applied 
is 12%.
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F O R E W O R D

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

In 1914, C o n g r e s s  a u t h o r i z e d  c o n s t r u c t i o n  of the A l a s k a  

R a i l r o a d  to o p e n  up A l a s k a ' s  i n t e r i o r  a n d  to f a c i l i t a t e  c o m m e r c e  

t h r o u g h  A l a s k a ' s  p o r t s .  A f t e r  t h e  a r d u o u s  job of b u i l d i n g  a 

r a i l r o a d  t h r o u g h  the w i l d e r n e s s  w a s  c o m p l e t e d  in 1923, P r e s i d e n t  

H a r d i n g  d e d i c a t e d  the r a i l r o a d  a n d  a n e w  e r a  b e g a n  in A l a s k a ' s  

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

d e v e l o p m e n t  of A l a s k a ' s  i n t e r i o r  a n d  as a n  a r m e d  f o r c e s  s u p p l y  

li n k  d u r i n g  W o r l d  W a r  II.

It lias b e e n  o p e r a t e d  b y  t h e  F e d e r a l  g o v e r n m e n t  s i n c e  its 

inception,, a n d  t o d a y  it is a d m i n i s t e r e d  b y  the F e d e r a l  R a i l r o a d  

A d m i n i s t r a t i o n  as p a r t  o f  t h e  D e p a r t m e n t  of T r a n s p o r t a t i o n .  It 

c u r r e n t l y  o p e r a t e s  o v e r  525 r o u t e  m i l e s  s e r v i n g  the p r i n c i p a l  

A l a s k a  c i t i e s  of A n c h o r a g e  a n d  F a i r b a n k s ,  t h e  p o r t s  of W h i t t i e r  

a n d  S e w a r d ,  a n d  n a t u r a l  a t t r a c t i o n s  s u c h  as D e n a l i  N a t i o n a l  Park. 

B o t h  f r e i g h t  a n d  p a s s e n g e r  s e r v i c e  is o f f e r e d  y e a r  round. 

I n t e r l i n e  r a i l  f r e i g h t  t r a f f i c  is i n t e r c h a n g e d  at W h i t t i e r  w i t h  

b a r g e  l i n e s  l i n k i n g  t h e  r a i l r o a d  w i t h  S e a t t l e  a n d  P r i n c e  Rupert, 

B.C. P r i n c i p a l  f r e i g h t  c o m m o d i t i e s  c a r r i e d  i n c l u d e  gravel, coal, 

a v i a t i o n  fuel, p i pe, b u i l d i n g  m a t e r i a l s  a n d  p i g g y b a c k .

W h i l e  t h e  A l a s k a  R a i l r o a d  p e r f o r m s  a n  i m p o r t a n t  f u n c t i o n  

w i t h i n  t h e  S t a t e  of A l a s k a ,  its o p e r a t i o n s  a n d  p a t r o n a g e  are 

m o d e s t  w h e n  c o m p a r e d  w i t h  r a i l r o a d s  in t h e  l o w e r  48 w h e r e  it 

w o u l d  b e  c l a s s i f i e d  as «: m e d i u m - s i z e d  " s h o r t - l i n e "  c a r r i e r  w i t h  

b e l o w  a v e r a g e  f r e i g h t  t r a f f i c  d e n s i t y .  H i s t o r i c a l l y ,  the



r a i l r o a d  h a s  b e e n  s u b s i d i z e d  b y  C o n g r e s s i o n a l  a p p r o p r i a t i o n s .  

S i n c e  1939, t h e  a p p r o p r i a t i o n s  h a v e  b e e n  u s e d  a l m o s t  e x c l u s i v e l y  

f o r  c a p i t a l  a n d  m a i n t e n a n c e  p r o j e c t s .  S i n c e  1975, a p p r o p r i a t i o n s  

h a v e  r a n g e d  f r o m  a l o w  o f  $ 3 . 0  m i l l i o n  in 1978 to a h i g h  of 

$ 1 2 . 6  m i l l i o n  in 1981.

In f i s c a l  y e a r  1983, w h i c h  e n d s  S e p t e m b e r  30, it is e s t i m a t e d  

t h a t  t h e  r a i l r o a d  w i l l  h a v e  c a r r i e d  8 2 , 0 0 0  c a r l o a d s  a n d  2 0 4 , 0 0 0  

p a s s e n g e r s .  P r o j e c t e d  f i s c a l  y e a r  1983 r e v e n u e s  a r e  $ 5 5 . 5  
m i l l i o n  w i t h  o p e r a t i n g  e x p e n s e s  e s t i m a t e d  a t  $ 5 0 . 8  m i l l i o n .  . As 

s h o w n  in T a b l e  1, t h i s  c o n t i n u e s  a t r e n d  b e g u n  in f i s c a l  y e a r  

1981, t h e  f i r s t  t i m e  s i n c e  the A l a s k a  p i p e l i n e  c o n s t r u c t i o n  y e a r s  

t h a t  t h e  r a i l r o a d ' s  o p e r a t i n g  r e v e n u e s  e x c e e d e d  e x p e n s e s .
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T a b l e  1

T H E  A L A S K A  R A I L R O A D  
F i n a n c i a l  R e s u l t s

[

L
L
L
L

•I.
L

R e v e n u e
M i l l i o n s

E x p e n s e s  
(Inc. Dep.) 
5 M i l l i o n s

S u r p l u s  
(Shortfall) 
5 M i l l i o n s

E x p e n s e /
R e v e n u e
R a t i o

F e d e r  
A p p r o  

D r i a t i  
5 M i l l

1 7 . 7 2 0 . 7 (3.0) 117
21.5 2 2 . 6 (1 . 1 ) 105
42.3 36 . 5 5.8 8 6 6 . 0
53.7 49 . 6 4.1 92 9.0

.35.0 36 . 0 (1 .0 ) 103- 6 . 0
29 . 1 33.6 (4.5) 115 3.0
25 . 2 31 . 8 (6 .6 ) 126 9.3
2 8 . 9 3 4 . 7 (5.8) 1 2 0 6 . 5
4 3 . 9 4 0 . 6 3.3 92 1 2 .6 ..
58.8 4 9 . 2 9.6 84 6 A
55 . 5 50.8(2) 4.7 92 w .

\ ■

fr o m  J u n e to S e p t e m b e r in 1976. T r a n s i t i o n

F i s c a l  Y e a r  (1)

1973
1974
1975
1 9 7 6  (1)
1 9 7 7
1978
1 9 7 9
1980
1 9 8 1
19 8 2
1983

1) Y e a r  e n d  change 
q u a r t e r  i g n o r e d .

2) F o r  c o m p a r i s o n  w i t h  p r e v i o u s  y e a r s ,  e x c l u d e s  52.3 m i l l i o n  of 
e n g i n e e r i n g  e x p e n s e  p r e v i o u s l y  t r e a t e d  as c a p i t a l .

3) $ 7 . 6  m i l l i o n  w a s  a p p r o p r i a t e d  in the c o n t i n u i n g  r e s o l u t i o n ,  
P u b l i c  L a w  9 7 - 3 7 7  in D e c e m b e r  1 9 82. T h e  D O T  a p p r o p r i a t i o n s  bi l l  
for f i s c a l  y e a r  1 9 8 3  c o n t a i n e d  n o  f u n d i n g  f o r  the A l a s k a  
R a i l r o a d .



I N T R O D U C T I O N  A N D  S U M M A R Y

T h e  A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1982, P.L. 97-468 (ARTA) 

w a s  s i g n e d  i n t o  law o n  J a n u a r y  14, 1983. In t h a t  Act, C o n g r e s s  

f o u n d  th a t  w h i l e  c o n t i n u a t i o n  of t h e  A l a s k a  R a i l r o a d  is n e c e s s a r y  

to a c h i e v e  F e d e r a l ,  S t a t e  and p r i v a t e  o b j e c t i v e s ,  c o n t i n u e d  

F e d e r a l  c o n t r o l  and f i n a n c i a l  s u p p o r t  a r e  no l o n g e r  r e q u i r e d  to 

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

A l a s k a  R a i l r o a d  w a s  p r i m a r i l y  b e n e f i t t i n g  A l a s k a  r e s i d e n t s  and 

b u s i n e s s e s  a n d  c o n c l u d e d  th a t  the F e d e r a l  g o v e r n m e n t  s h o u l d  o f f e r  

to t r a n s f e r  t h e  R a i l r o a d  to t h e  S t a t e  o f  Alaska.

A R T A  e s t a b l i s h e s  t h e  t e r m s  and c o n d i t i o n s  for t r a n s f e r r i n g  

the R a i l r o a d ,  s e t s  f o r t h  t h e  t i m e t a b l e  a n d  p r o c e d u r e s  for 

a c c o m p l i s h i n g  t h e  t r a n s f e r ,  a n d  a u t h o r i z e s  the S e c r e t a r y  of 

T r a n s p o r t a t i o n  to e f f e c t  t h e  t r a n s f e r  u p o n  c e r t i f i c a t i o n  thac the 

S t a t e  h a s  c o m p l i e d  w i t h  t h e  A c t ' s  t e r m s  a n d  c o n d i t i o n s .  As part 

of t h e  t r a n s f e r  p r o c e s s ,  A R T A  S e c t i o n  6 0 5 ( d ) ( 1 )  d i r e c t s  the 

U n i t e d  S t a t e s  R a i l w a y  A s s o c i a t i o n  (USRA) to d e t e r m i n e  the 

R a i l r o a d ' s  f a i r  m a r k e t  value. T h i s  r e p o r t  f u l f i l l s  that 

r e q u i r e m e n t .

O n  J u l y  15, 1983, p u r s u a n t  to A R T A  S e c t i o n  605(a), the U n i t e d  

S t a t e s  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  t h e  S t a t e  o f  A l a s k a  

s u b m i t t e d  a J o i n t  R e p o r t  (605(a) R e p o r t )  d e s c r i b i n g  the assets 

a n d  l i a b i l i t i e s  to be t r a n s f e r r e d .  A s  d i r e c t e d  by ARTA, U S R A  has 

u s e d  i n f o r m a t i o n  c o n t a i n e d  in t h a t  r e p o r t  to the e x t e n t  r e l e v a n t  

to d e t e r m i n i n g  the Railroad's, f a i r  m a r k e t  value.



In d i r e c t i n g  U S R A  to v a l u e  the A l a s k a  R a i l r o a d ,  A R T A  p r o v i d e s

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

S e c t i o n  6 0 5 ( d ) ( 1 )  s t a t e s  t h a t  U S R A

" s h a l l  d e t e r m i n e  t h e  f a i r  m a r k e t  v a l u e  of the A l a s k a  Railroad 
u n d e r  t h e  t e r m s  a n d  c o n d i t i o n s  o f  t h i s  title, applying s u c h  
p r o c e d u r e s ,  m e t h o d s  a n d  s t a n d a r d s  a s  a r e  g e n e r a l l y  accepted 
as n o r m a l  a n d  c o m m o n  p r a c t i c e . "

S e c o n d ,  t h e  A c t  p r o v i d e s  thav.

" ( s j u c h  d e t e r m i n a t i o n  s h a l l  i n c l u d e  a n  a p p r a i s a l  o f  the r e a l  
a n d  p e r s o n a l  p r o p e r t y  to b e  t r a n s f e r r e d  to t h e  S t a t e  p u r s u a n t  
to t h i s  tit l e .  S u c h  a p p r a i s a l  b y  t h e  A s s o c i a t i o n  s h a l l  be  
c o n d u c t e d  in t h e  u s u a l  m a n n e r  in  a c c o r d a n c e  w i t h  g e n e r a l l y  
a c c e p t e d  i n d u s t r y  s t a n d a r d s ,  a n d  s h a l l  c o n s i d e r  t h e  c u r r e n t  
f a i r  m a r k e t  v a l u e  a n d  p o t e n t i a l  f u t u r e  v a l u e  if u s e d  in w h o l e  
o r  in p a r t  f o r  o t h e r  p u r p o s e s . "

F i n a l l y ,  t h e  A c t  r e q u i r e s  t h a t

" [ t ] h e  A s s o c i a t i o n  s h a l l  t a k e  i n t o  a c c o u n t  all o b l i g a t i o n s  
i m p o s e d  b y  t h i s  t i t l e  a n d  o t h e r  a p p l i c a b l e  l a w  u p o n  o p e r a t i o n  
a n d  o w n e r s h i p  o f  t h e  S t a t e - o w n e d  r a i l r o a d . "

In r e a c h i n g  its d e t e r m i n a t i o n  o f  v a l u e ,  U S R A  u s e d  the

n o r m a l l y  a c c e p t e d  d e f i n i t i o n  t h a t  f a i r  m a r k e t  v a l u e  is " w h a t  a

w i l l i n g  b u y e r  w o u l d  p a y  . . .  to a w i l l i n g  s e l l e r . " *  In t h e

a p p r a i s a l  f i e l d ,  t h e  v a l u a t i o n  o f  p r o p e r t y  at  f a i r  m a r k e t  v a l u e

" m e a n s  m e r e l y  a n  a t t e m p t  to e s t i m a t e  t h e  p r i c e  f o r  w h i c h  the

* U n i c e d  S t a t e s  v. M i l l e r , 317 U.S. 369, 3 7 4  (-1943); U n i c e d  S t a t e s  
v. 5 6 4 . 5 4  A c r e s  of L a n d , 441 U.S. 506, 511 (1979). W h i l e  the 
w i l l i n g  b u y e r / w i l l i n g  s e l l e r  d e f i n i t i o n  o f  f a i r  m a r k e t  v a l u e  
o r d i n a r i l y  f o c u s e s  o n  t h e  l o s s  to t h e  s e l l e r  (i.e., t h e  lo s s  to 
t h e  U n i t e d  S t a t e s  in d i s p o s i t i o n  of  t h e  r a i l r o a d ) ,  A R T A  S e c t i o n  
6 0 5 ( d ) ( 1 )  m a n d a t e s  a f o c u s  o n  t h e  o b l i g a t i o n s  i m p o s e d  b y  the 
b u y e r  ardsi* A R T A  (i.e., " o b l i g a t i o n s  i m p o s e d  by t h i s  t i t l e  . . . 
u p o n  o p e r a t i o n  a n d  o w n e r s h i p  of t h e  S t a t e - o w n e d  r a i l r o a d " ) .  
C o n s e q u e n t l y ,  to  b e  c o n s i s t e n t  w i t h  A R T A ’s d i r e c t i o n ,  the 
v a l u a t i o n  c o n c e n t r a t e s  o n  t h e  p r e s e n t  v a l u e  of  t h e  p r o p e r t y  
r i g h t s  to b e  r e c e i v e d  b y  t h e  p u r c h a s e r  u n d e r  ARTA.



p r o p e r t y  c o u l d  be s o l d  by s o m e  s t i p u l a t e d  s e l l e r  to a n y o n e  else,

• • •

Thus, f a i r  m a r k e t  v a l u e  is b a s e d  on  e c o n o m i c  v a l u e  in the 

m a r k e t p l a c e .  It a s s u m e s  that b o t h  b u y e r s  a n d  s e l l e r s  act 

r a t i o n a l l y .  It i g n o r e s  the s p e c i a l  d e s i r e  of a n y  p a r t i c u l a r  

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

m a y  h a v e  to t h a t  p a r t i c u l a r  buyer.

T h i s  m e a n s  t h a t  t h e  f a i r  m a r k e t  v a l u e  of the A l a s k a  R a i l r o a d  

p r o p e r t i e s  is not t h e  s u b j e c t i v e  o r  s p e c i a l  v a l u e  of  t h o s e  a s s e t s  

to t h e  S t a t e  o f  A l a s k a .  T h e  p r i c e  w h i c h  the S t a t e  w o u l d  h a v e  to 

p a y  to a c q u i r e  the r a i l  p r o p e r t i e s  s h o u l d  be b a s e d  u p o n  h o w  m u c h  

it w o u l d  h a v e  to p a y  to o u t b i d  a n y  o t h e r  p o t e n t i a l  p u r c h a s e r ,  

s u b j e c t  t o  A R T A ' s  t e r m s  a n d  c o n d i t i o n s .

C o n s i s t e n t  w i t h  A R T A ' s  d i r e c t i o n  th a t  U S R A  a p p l y  " s t a n d a r d s  

as a r e  g e n e r a l l y  a c c e p t e d  a s  n o r m a l  a n d  c o m m o n  p r a c t i c e " ,  US R A  

h a s  d e t e r m i n e d  the a m o u n t  w h i c h  a r a t i o n a l  b u y e r  m i g h t  p a y  in the 

m a r k e t p l a c e  f o r  the p r o p e r t i e s  to b e  t r a n s f e r r e d ' t o  the S t a t e  of 

A l a s k a  c o n s i d e r i n g  b o t h  (1) the " t e r m s  a n d  c o n d i t i o n s "  of A R T A  

t h a t  w i l l  a p p l y  to t h e  S t a t e ' s  a c q u i s i t i o n  of the A l a s k a  

R a i l r o a d ,  a n d  (2) a l l  o b l i g a t i o n s  i m p o s e d  by A R T A  a n d  o t h e r  

a p p l i c a b l e  law u p o n  o p e r a t i o n  a n d  o w n e r s h i p  of the S t a t e - o w n e d  

r a i l r o a d .

B o n b r i c n t .  V a l u a t i o n  of P r o p e r t y , p. 65 (1937)? accord"! 
A m e r i c a n  I n s t i t u t e  o f  ReiT S s c a t e  A p p r a i s e r s ,  T h e  A p p r a i s a l  of 
R e a l  E s t a t e , pp. 2 3 - 2 4  (7th ed. 1978); 1 O r g e l r- V a l u a t i o n  U nder 
E m i n e n t  'D o m a i n , S e c t i o n  20, pp. 9 0 - 9 6  (2nd ed^.-l^S^).—  —
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S i n c e  A R T A ’s t e r m s  a n d  c o n d i t i o n s  r e q u i r e  t h e  S t a t e  to 

o p e r a t e  t h e  R a i l r o a d  f o r  a t  l e a s t  t e n  y e a r s  (or r a i l r o a d  

p r o p e r t i e s  w o u l d  r e v e r t  to t h e  U n i t e d  S t a t e s  u n d e r  A R T A  S e c t i o n  

6 1 0 ( a ) ) ,  d e t e r m i n i n g  t h e  R a i l r o a d ' s  f a i r  m a r k e t  v a l u e  b e g i n s  wi t h  

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

f o r  ten y e a r s ,  i n c l u d i n g  t h e  p r e s e n t  v a l u e  of t h e  R a i l r o a d ' s  no n -  

o p e r a t i n g  r e a l  e s t a t e . *  T h e  n e x t  s t e p  is to e s t i m a t e  a n d  c o m p a r e

( 1 ) t h e  p r e s e n t  v a l u e  of c o n t i n u i n g  r a i l  o p e r a t i o n s  b e y o n d  
ten y e a r s  in p e r p e t u i t y ,  w i t h

(2) t h e  p r e s e n t  v a l u e  of p u t t i n g  t h e  R a i l r o a d ' s  a s s e t s  "in 
w h o l e  o r  in p a r t  to o t h e r  u s e s  a f t e r  t e n  y e a r s .

T h e s e  a l t e r n a t i v e  e s t i m a t e s  o f  f a i r  m a r k e t  v a l u e  r e q u i r e  

a n a l y s e s  of t h e  R a i l r o a d ' s  o p e r a t i o n s ,  its p h y s i c a l  p l a n t  a n d  

e q u i p m e n t ,  its r e a l  e s t a t e  a s s e t s ,  t h e  c o s t s  w h i c h  t h e  b u y e r  will 

i n c u r  i n c i d e n t  t o  the t r a n s f e r ,  a n d  t h e  p r o c e e d s  a n d  c o s t s  that 

w o u l d  b e  i n c u r r e d  if t h e  R a i l r o a d ' s  a s s e t s  w e r e  c o n v e r t e d  to 

o t h e r  u s e s . * *

T h e s e  a n a l y s e s  a r e  d e s c r i b e d  in t h e  s e c t i o n s  w h i c h  f o l low. 

T h e y  w e r e  a s s e m b l e d  to d e t e r m i n e  t h e  R a i l r o a d ' s  p r e s e n t  f a i r  • 

m a r k e t  v a l u e  u n d e r  t w o  a l t e r n a t i v e  h y p o t h e s e s  —  ( 1 ) c o n t i n u e d  

r a i l  o p e r a t i o n s  in p e r p e t u i t y ,  a n d  ( 2 ) r a i l  o p e r a t i o n s  for ten

* A n y  l o s s e s  f r o m  c o n t i n u e d  o p e r a t i o n s  c o u l d  be  o f f s e t  b y  r e n t s  
f r o m  t h e  n o n - o p e r a t i n g  r e a l  e s t a t e ,  s i n c e  A R T A  S e c t i o n  6 0 8 ( a ) ( 5 )  
r e q u i r e s  t h a t  a l l  r a i l r o a d  r e v e n u e  " b e  r e t a i n e d  a n d  m a n a g e d  . . . 
f o r  r a i l r o a d  a n d  r e l a t e d  p u r p o s e s . "  T h e  t e r m  " r e l a t e d  p u r p o s e s "  
is c o n s i d e r e d  b r o a d  e n o u g h  t h a t  t h i s  c o n d i t i o n  w o u l d  n o t  so  
r e s t r i c t  t h e  S t a t e ' s  u s e  of r a i l r o a d  r e v e n u e s  as to m a t e r i a l l y  
a f f e c t  f a i r  m a r k e t  value.

* * U S R A  w a s  a s s i s t e d  in d e t e r m i n i n g  t h e  s c o p e  a n d  n a t u r e  of its 
a n a l y s i s  u n d e r  A R T A  by the l a w  f i r m  o f  N o s s a m a n ,  G u t h n e r ,  K n o x  & 
E l l i o t t .  -• ••
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y e a r s  f o l l o w e d  b y  p u t t i n g  t h e  R a i l r o a d ' s  a s s e t s  to t h e i r  h i g h e s t  

a n d  b e s t  a l t e r n a t i v e  uses. R e s u l t s  of  t h e s e  two s c e n a r i o s  a r e  

s u m m a r i z e d  in T a b l e  2.

T a b l e  2

R e a l  E s t a t e  

R a i l  O p e r a t i o n s

A R R  V A L U A T I O N  
as o f  1 0 / 1 / 8 3

(in 0 0 0 )

C o n t i n u e d  R a i l  
O o e r a t i o n s  S c e n a r i o

$ 4 7 , 8 0 0 * 1

( 2 5 . 5 2 9 ) *3

$ 2 2 . 2 7 1  •

A l t e r n a t i v e  Use 
S c e n a r i o

S 5 4 , 8 0 0 * 2

( 3 5 . 4 3 0 *4

S 1 9 . 3 7 0

*1) P r e s e n t  v a l u e  o f  the R a i l r o a d ' s  n o n - o p e r a t i n g  r e a l  estate.

*2) P r e s e n t  v a l u e  o f  t h e  R a i l r o a d ' s  n o n - o p e r a t i n g  real e s t a t e
p l u s  p r e s e n t  v a l u e  f r o m  a l t e r n a t e  u s e  o f  R a i l r o a d ' s  o p e r a t i n g  
real e s t a t e  a f t e r  1 0  y e a r s .

*

*3) I n c l u d e s  all s t a r t - u p  c o s t s .

*4) I n c l u d e s  all c o s t s  a s s o c i a t e d  w i t h  rail o p e r a t i o n s  d u r i n g  t h e
f i r s t  1 0  y e a r s  i n c l u d i n g  s t a r t - u p  c o s t s ,  p l u s  l a b o r  p r o t e c t i o n  
c o s t s  a s s o c i a t e d  w i t h  d i s c o n t i n u i n g  r a i l  o p e r a t i o n s .  A l s o  
i n c l u d e s  net p r o c e e d s  f r o m  a s s u m e d  l i q u i d a t i o n  of f a c i l i t i e s  a n d  
e q u i p m e n t .



T h e  f a i r  m a r k e t  v a l u e  of b o t h  the c o n t i n u e d  ra i l  o p e r a t i o n s  

s c e n a r i o  a n d  the a l t e r n a t i v e  u s e  s c e n a r i o  c o n s i s t s  o f  two 

c o m p o n e n t s :  a rea.’ e s t a t e  c o m p o n e n t  a n d  a rail o p e r a t i o n s

c o m p o n e n t .  T h e  f a i r  m a r k e t  v a l u e  of t h e  A l a s k a  R a i l r o a d  u n d e r  

t h e s e  t w o  v a l u a t i o n  s c e n a r i o s  w a s  d e t e r m i n e d  by r e d u c i n g  the c a s h  

f l o w s  f r o m  e a c h  of  t h e s e  t w o  c o m p o n e n t s  to a p r e s e n t  v a l u e  as of 

O c t o b e r  1, 1983.

C o n t i n u e d  R a i l  O p e r a t i o n s  S c e n a r i o

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

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

A l a s k a  R a i l r o a d ' s  h i s t o r i c a l  p r a c t i c e  h a s  b e e n  t o  l e a s e  to o t h e r s  

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

w o u l d  l i k e l y  c o n t i n u e  th i s  p r a c t i c e .  A c c o r d i n g l y ,  it w a s  a s s u m e d  

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

l e a s e d  a n d  t h a t  o t h e r  p r o p e r t y  w o u l d  be  l e a s e d  to t h e  e x t e n t  

p o s s i b l e .  T h e  n e t  c a s h  f l o w s  w e r e  d i s c o u n t e d  to p r o d u c e  a 

p r e s e n t  v a l u e  o f  $ 4 7 , 8 0 0 , 0 0 0 .  T h i s  a m o u n t  d o e s  n o t  i n c l u d e  the 

r e a l  e s t a t e  w h i c h  h a s  b e e n  s e l e c t e d  by N a t i v e  c o r p o r a t i o n s .  

H o w e v e r ,  f o r  t h e  r e a s o n s  d i s c u s s e d  in A p p e n d i x  A, N a t i v e  C l a i m  

S e l e c t i o n  A n a l y s i s ,  U S R A  c o n c l u d e d  t h a t  a p r u d e n t  b u y e r  w o u l d  p a y  

n o t h i n g  f o r  t h e  p o s s i b i l i t y  t h a t  s i g n i f i c a n t  p o r t i o n s  of t h e  

l a n d s  s u b j e c t  to N a t i v e  c l a i m s  m i g h t  e v e n t u a l l y  b e  c o n v e y e d .

T h e  v a l u e  of  t h e  r a i l  o p e r a t i o n s  w a s  d e r i v e d  f r o m  a f o r e c a s t  

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  a n d  a d j u s t e d  by U S R A .  T h e  605(a) 

R e p o r t  w a s  u s e d  a s  a b e g i n n i n g  p o i n t  f o r  the d e r i v a t i o n  of s t a r t­

up  cos t s ,  a n d  e s t i m a t e s  o f  c a p i t a l  r e q u i r e m e n t s  w e r e  m a d e  by
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c o n s u l t a n t s  to USRA. T h e s e  constant' d o l l a r  c a s h  f l ows w e r e  then 

d i s c o u n t e d  to p r o d u c e  a n e g a t i v e  v a l u e  of $ 2 5 , 5 2 9 , 0 0 0 , *  w h i c h  w a s  

t h e n  s u b t r a c t e d  f r o m  the $ 4 7 , 8 0 0 , 0 0 0  v a l u e  of t h e  n o n - o p e r a t i n g  

r e a l  e s t a t e  t o  y i e l d  a n  O c t o b e r  1, 1983 f a i r  m a r k e t  v a l u e  of 

$ 2 2 , 2 7 1 , 0 0 0 .

A l t e r n a t i v e  U s e  S c e n a r i o

In t h e  a l t e r n a t i v e  u s e  s c e n a r i o ,  the R a i l r o a d  is a s s u m e d  to 

c e a s e  o p e r a t i o n s  at t h e  e n d  of the t e n t h  year, t h e  f a c i l i t i e s  a n d  

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

a v a i l a b l e  f o r  l e a s i n g  a n d  d e v e l o p m e n t  in the s a m e  f a s h i o n  as the 

n o n - o p e r a t i n g  r e a l  e s t a t e .  T h e  c a s h  f l o w s  g e n e r a t e d  by this 

a d d i t i o n a l  r e a l  e s t a t e  w e r e  v a l u e d  in the s a m e  m a n n e r  as the n o n­

o p e r a t i n g  r e a l  e s t a t e  a n d  i n c r e a s e d  t h e  1983 p r e s e n t  v a l u e  of t h e  

r e a l  e s t a t e  b y  $ 7 , 0 0 0 , 0 0 0  to $ 5 4 , 8 0 0 , 0 0 0 . * *

T h e  v a l u e  o f  t h e  r a i l  o p e r a t i o n s  in th i s  s c e n a r i o  is (1) the 

p r e s e n t  v a l u e  of  t h e  c a s h  f l o w  f r o m  r a i l  o p e r a t i o n s  for -ten y e a r s

(2 ) p l u s  t h e  p r e s e n t  v a l u e  of t h e  n e t  p r o c e e d s  t h a t  w o u l d  b e  

r e c e i v e d  f r o m  d i s m a n t l i n g  a n d  s e l l i n g  t h e  R a i l r o a d ' s  f a c i l i t i e s

*It w a s  n e c e s s a r y  to e s t i m a t e  t h e  v a l u e  of the c a s h  f l o w s  a f t e r  
the t e n t h  y e a r  (t h e  l a s t  y e a r  o f  the U S R A  p r o j e c t i o n ) .  Th i s  was 
d o n e  by c a l c u l a t i n g  a n o r m a l  y e a r  c a s h  f l o w  t h a t  c o u l d  be 
e x p e c t e d  a f t e r  t h e  t e n t h  y e a r  a n d  c a p i t a l i z i n g  t h a t  a m o u n t  by 
16 p e r c e n t  a n d  t h e n  d i s c o u n t i n g  t h e  c a p i t a l i z e d  f l o w s  back to 
p r e s e n t  value.

* * W h i l e  t h e  $7 m i l l i o n  v a l u e  m a y  s e e m  s m a l l  in r e l a t i o n  to the 
real e s t a t e  i n v o l v e d ,  it m u s t  b e  k e p t  in m i n d  th a t  the cash f l o w s  
f r o m  a l t e r n a t i v e  u s e  of the o p e r a t i n g  real e s t a t e  d o  not b e g i n  
u n t i l  the e l e v e n t h  y e a r  (1994) w h i c h  c a u s e s  the p r e s e n t  v a l u e  to 
b e  r e l a t i v e l y  s m a l l .



a n d  e q u i p m e n t  s t a r t i n g  in the e l e v e n t h  y e a r ,  (3) less the p r e s e n t  

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

r a i l  o p e r a t i o n s .  T h e s e  c a s h  flows, w h i c h  w e r e  all s t a t e d  in 

c o n s t a n t  d o l l a r s ,  w e r e  d i s c o u n t e d  a t  t h e  s a m e  r a t e  a s  was u s e d  to 

d i s c o u n t  the c a s h  f l o w s  in the c o n t i n u e d  r a i l  s c e n a r i o .  T h e  

p r e s e n t  v a l u e  o f  t h e s e  f l o w s  w a s  a n e g a t i v e  $ 3 5 , 4 3 0 , 0 0 0  a n d  w a s  

d e d u c t e d  f r o m  t h e  $ 5 4 , 8 0 0 , 0 0 0  real e s t a t e  v a l u e  to y i e l d  an 

O c t o b e r  1, 1983 f a i r  m a r k e t  v a l u e  o f  $ 1 9 , 3 7 0 , 0 0 0  for the 

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

B a s e d  o n  t h e s e  v a l u a t i o n  s t u d i e s ,  U S R A  c o n c l u d e d  t h a t  t h e r e  

w a s  n o  p e r s u a s i v e  e v i d e n c e  that a b u y e r  w o u l d  be  w i l l i n g  to p a y  

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

t h e  s p e c u l a t i v e  p o s s i b i l i t y  t h a t  an e v e n t u a l  c o n v e r s i o n  of s o m e  

o r  all of the R a i l r o a d ' s  a s s e t s  to a l t e r n a t i v e  u s e s  w o u l d  p r o d u c e  

g r e a t e r  v a l u e .  T h e r e f o r e ,  U S R A  d e t e r m i n e d  t h a t  t h e  f a i r  m a r k e t  

v a l u e  of the A l a s k a  R a i l r o a d  p u r s u a n t  t o  S e c t i o n  6 0 5 ( d ) ( 1 )  of 

A R T A  is $ 2 2 , 2 7 1 , 0 0 0 .



CONTINu£D EARNINGS VALUATION

The purpose of this analysis was to examine the earnings 

which could reasonably be expected to flow from a continuation o 

rail service. It was based on revenue and expense forecasts 

developed by the? Alaska Railroad along with a projection of 

capital requirements to support that level of operations.

These forecasts were reviewed and validated by USRA staff, 

and adjustments were made as necessary. The validation process 

included an examination of historic performance levels and 

trends, field inspections, interviews with railroad and other 

knowledgeable personnel, and a review of proposed capital 

projects.

In general, the forecasts made by the Railroad were accepted 

as presented. As- discussed later in this section, adjustments 

were made to projected operating expenses for some additional 

maintenance of way expenses. Adjustments were also made to 

forecasted productivity improvements, since it was USRA's 

judgment that a potential investor would be unwilling to pay for 

as yet undemonstrated cost reductions. The projected capital 

program was modified as well.

Other cost increases resulting from the transfer of the 

Railroad, identified in detail in the 605(a) report, were also 

reviewed and adjusted. These items include legal and 

administrative expenses, tort claims, working capital and 

employee retirement obligations. Additionally, the cost of 

compliance with Federal OSHA requirements and State or local



building codes not now applicable to the Railroad were estimated 

and included, as well as one-time transfer costs.

The resulting modified revenue, expenses, and capital 

requirements from operations were reduced to a single present 

value as of October 1, 1983.

Revenue

Revenue is based on an Alaska Railroad passenger and freight 

traffic forecast for the fiscal years 1984 through 1989 (see 

Table 3). Passenger revenue is projected to increase 59 percent 

from fiscal 1984 to 1989, with freight revenue rising 34 percent. 

Most commodities show a gain over the period with only petroleum 

products declining. Gravel traffic, which has been increasing 

over the past several years, is expected to remain at 1983 levels 

as is coal moving to local Alaska destinations. The commodity 

showing the largest increase is pipe because of renewed activity 

on the North Slope and a greater need for replacement pipe.

Of particular importance is the .projection of an export coal 

movement beginning with a test shipment in 1984. This coal would 

be moved in unit trains from Healy to the port of Seward for 

shipment to Korea. It would be handled in shipper-owned 

equipment and would represent a significant addition to the 

Railroad's traffic base. Planning for this movement has been 

going on for some time. However, recognizing that the necessary 

port facilities have not yet been built, the uncertainty of 

current world coal markets and the possibility of increased 

costs, USRA modified the Railroad's forecast by delaying the
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estimated start-up date by one year. We believe that a 

prospective purchaser would view the uncertainties associated 

with the projected export coal movement as being significantly 

higher than the uncertainty inherent in other elements of the 

Railroad's forecast.

Neither the Railroad nor USRA has forecast any traffic 

improvements that are purely speculative. For example, there a r e  

major mineral reserves in the area which are a source of 

potential new traffic. However, additional facilities would be 

required, probably including substantial extensions of the 

Railroad's lines.

All elements of revenue are statfd in constant 1983 dollars.

This means that the average revenue per carload changes only as

traffic (commodity) mix or length of haul changes. It was 

assumed that rate increases will be made in a timely fashion in 

response to cost increases. To the extent that the Railroad 

should prove unable to do this, operating margins would be

reduced from forecasted levels.

Exeenses

USRA adopted most of the Railroad's forecast of operating- 

expenses. The most important modifications were additional 

maintenance of way expenses, the previously discussed adjustment 

to projected productivity improvements, and additional legal and 

administrative expenses attributable to the transfer itself.



Since the condition of the Railroad's plant and equipment has 

been of major concern in the past and could be responsible for 

major shifts in expense levels, USRA physically inspected 

facilities and equipment as necessary to make a careful 

assessment of future requirements.*

Maintenance of W a v . The Railroad consis ;s of approximately 

650 active track miles in main and branch lines, yards and 

sidings. The main lines from Seward to Fairbanks and from 

Portage to Whittier consist of 115 pound rail on wood ties. The 

branch line and yard rail generally varies from 70 to 90 pounds. 

New rail was installed on the main line from 1948 to 1952 to 

overcome detericration from heavy traffic during the war.

Althgugh precise numbers ara not known, major tie renewals were 

also done at that time. The extremely large rebuilding-effort 

during that five-year period and the relatively low traffic 

levels since have reduced the subsequent need for large program 

expenditures for tie and rail renewal.

In order to evaluate the Railroad's condition and estimated 

future needs, the property was inspected by observing the track 

structure and ride qualities from trains, hi-rail vehicles and 

selected walking inspections. Some tie renewal and surfacing 

work was observed in progress, and records for defective rails, 

derailments, slow orders and other engineering data were

*USRA was assisted in this analysis by Frank S. King and Jackson 
R. Bell, experts in railway engineering and equipment.

A sse t  C o n d i t i o n  and Maintenance Expenses
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reviewed. This review clearly showed that the Railroad ia 

currently in satisfactory condition to handle present, and 

projected traffic levels. In 1982, the Railroad's highest 

traffic density was 0 million gross tons (MGT) on the 40-mile 

segment between Anchorage and Matanuska. The balance of the main 

line handled less than 4 MGT for the year. These statistics 

reflect a low-density railroad as compared with other railroads 

where density may often be over 40 MGT per year for single track 

lines.

Over the past three years 1981-83, the Railroad will have 

replaced an average of about 21,000 ties and renewed about 2.75 

track miles of rail per year. The Railro--! has projected some 

increases in program levels predicated on increased traffic, but 

future expense increases are partly, offset by projected cost 

reductions due to greater efficiency.

In its analysis, USRA determined that the maintenance of way 

costs projected by the Railroad should be increased to assure a 

track structure adequate for the expected traffic. The magnitude 

of this adjustment varies from about 5800,000 annually to nearly 

51.5 million annually, or a total 510.8 million for the ten 

years, 1984-93. This funding will provide for tie replacements 

of 35,000 in 1984 rising to 50,000 by 1990. Rail renewal will 

similarly increase from about 4.5 track miles in 1984 to 10 track 

miles in 1993. These program increases reflect not only traffic 

growth but also the age of many ties and much of the rail. Ties 

and rail installed in the post-war period, 1943-52, will have 

provided forty years of service within i-w* ---------



this should require increased replacement rates from current 

levels.

Maintenance of Equipment. The Railroad currently owns 62 

locomotives, 46 passenger cars and 1,642 freight cars. In 

addition, various vehicles, maintenance and shop equipment are 

also maintained. The demand for equipment is high throughout the 

summer due to tourism and the construction season. During the 

winter, demand is low, providing time for programmed equipment 

repair. Total expenses in this category were about $9.5 million 

last year, and they are projected to remain at about that level 

through 1984. After that, consistent with traffic growth, 

expenses are projected to increase each year, reaching $11.5 

million in 1989.

This projected spending should be adequate to provide the 

necessary level of locomotive overhauls and heavy repairs as well 

as running and heavy repair to freight cars. Maintenance of 

passenger equipment has also been provided for,.premised on the 

current scheduled level of trains.

A part of the locomotive fleet is old end expensive to 

maintain, and much of the freight car fleet is or soon will be 

over 40 years old. However, the overall condition of the fleet 

should improve over the ten-year period due to the projected 

acquisition of new or good used locomotives and freight equipment 

as provided for in the capital plan.

The need for additional or replacement freight cars will have 

to be continually re-evaluated as traffic develops. The Railroad



has had some success in getting shippers of bulk commodities to 

obtain and finance needed equipment. Currently one of the major 

gravel shippers provides hopper cars for regular unit train 

moves, and the potential coal exporter has agreed to provide r.ct 

only the necessary cars, but also the locomotives.

The opportunity for additional shipper equipment agreements 

will depend on future traffic developments. Surplus freight 

equipment in the lower forty-eight states may provide an 

economical source for some of the Railroad's future needs. In 

summary, based on the projected traffic and expected equipment 

acquisitions, the expense levels projected should be adequate no 

only to maintain the current fleet condition but to permit some 

improvement.

Forecasted Capital Requirements

Historically, capital spending has varied widely, and 

government appropriations have been required to permit any 

reasonable capital program. According to data provided by the- 

Railroad, since 1975, capital spending has ranged from a low of 

52.8 million to a high of 511.8 million.* Uncertain funding and 

resulting wide swings from year to year made effective capital 

planning difficult, often leading to last-minute decisions on 

project approvals.

*Alaska Railroad annual reports nave reported capital expenditure 
totals that included the cost of major track work such as tie 
replacement, rail renewal, track surfacing, bridge repairs, etc. 
Under ICC accounting, these costs properly belong in operating 
expenses. The spending totals shown reflect this adjustment.



The Railroad provided USRA with a capital plan averaging 

$14 million annually from 1984 to 1988 funded by the Railroad's 

cash flow. After reviewing that plan and a proposed project 

list, discussions with management and on-site inspections, a 

yearly allocation of $12 million was considered adequate to 

continue operations and to handle forecasted traffic growth.

Approximately half of this amount is allocated for acquiring 

and upgrading locomotives, cars and other equipment. The 

remaining amounts provide for rehabilitation of bridges and 

tunnels, track construction to serve new and existing customers, 

stabilization of the roadbed in the Healy Canyon and elsewhere, 

realignment work to reduce curvature, and other plant 

requirements.

Start- uo Costs

In Appendix L of the 605(a) Report, the State of Alaska and 

the Department of Transportation identified 15 items which they 

considered to be potential start-up obligations under the Act.

The Report characterized these as "'start-up' responsibilities, 

because they are new undertakings by the railroad, not previously 

imposed on the railroad because of its Federal status." For the 

most part, these responsibilities are not "one-time"; rather, 

they affect ongoing expenses and result from various changes in 

access to Federal government resources. USRA treated these 

issues as follows.

(1) Vehicle Leasing. Under Federal ownership, the General 

Services Administration assigns vehicles to the Railroad for a



monthly lease payment which includes maintenance. The State* the 

Department of Transportation, and the General Services 

Administration have not yet resolved whether the existing leased 

vehicles will be transferred. In the event the Railroad acquires 

the existing fleet of older leased vehicles, it will be required 

to make other arrangements for maintenance. USRA determined that 

the Railroad could most likely continue to lease vehicles at 

terms and conditions equivalent to those currently in effect. 

Regardless of the final outcome, there would be no significant 

change in net costs to the Railroad for vehicles, and USRA's 

analysis includes no adjustment to the Railroad's projected 

expenses for this item.

(2) Supplies and Materials. After transfer, the Alaska 

Railroad can no longer acquire supplies through Federal 

government supply depots. However, USRA's valuation assumes that 

the purchasing power of the State-owned railroad will offset the 

loss of the ability to purchase through the Federal government. 

USRA did include increased administrative costs associated with 

an additional purchasing agent.

(3) Legal Fe e s. Currently, much of the Railroad's legal work 

is performed by United States government attorneys. After 

transfer, this will no longer be the case, and the Railroad will 

have to do more of its own legal work as well as retain outside 

counsel. After consultation with the Alaska Railroad arid with 

others, USRA concluded that an additional $600,000 per year is an 

appropriate additional cost to factor into the valuation.

^  - 1 7  -
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(4) Additional Administrative Expense. USRA has assumed 

that, as a result of the loss of certain administrative support 

currently provided by various Federal agencies, the Railroad will 

incur an additional annual expense of $108,000 representing three 

person years to handle this work.

(5) Tort Claims. Currently, all tort settlements or awards 

in excess of $2,500 are paid by the Federal treasury. After 

transfer, these will all be the responsibility of the Railroad. 

Over the four-year period 1 980-83, the Federal treasury paid, a 

total of $288,000, an average of $72,000 a year. From this 

experience, USRA assumed an additional average cost of $75,000 

per year.

(6) Working Capital. As with all businesses, tne Railroad 

will require working capital. USRA assumed that none of the 

revolving fund will be transferred to the State because pre­

conveyance claims and contingent liabilities that uiust be paid 

are likely to consume the entire fund. After reviewing the 

working capital requirements of other railroads, it was USRA's 

judgment that one month's worth of operating expenses would be 

adequate working capital for the Alaska Railroad. This amounts 

to approximately $4.4 million in the first year, varying over the 

P r e c a s t  period as operating expenses vary.

(7) Lack of Access to Federal Surplus Equipment. After 

transfer, the Railroad's access to excess Federal equipment will 

be greatly diminished. In our judgment, this should not increase 

the Railroad's costs.
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(8) ARTA Section 604(d) ( 3 ) Emolovee Protection O b iiaations. 

Section 604(d)(3) Requires the Secretary of Transportation to 

certify that the State-owned railroad has established 

arrangements to protect the employees of the railroad for the two 

years immediately following the transfer. This provision 

requires continuation of current labor agreements, retention for 

two years of all employees (other than certain officers) who 

elect to transfer to the Railroad, continuation of compensation 

at current levels, re-employment priority, and maintenance of 

benefit programs, as well as other items. The essence of these 

provisions is to continue the employees' current status. Since 

the forecast calls for maintaining rail operations at current 

levels, USRA assumed that all present employees would’ be offered 

jobs by and would transfer to the State-owned railroad. Since 

USRA's forecast of cash flows also assumes the continuation of 

current compensation levels, no protection payments would be 

required under these assumptions.*

(9) Section 607 Retirement Qbliaations. ARTA Section 607 

requires that, after ̂ transfer to the State, the Railroad must 

provide retirement benefits substantially equivalent to current 

levels for all employees who elect to transfer. As stated in the 

605(^) Report, the Department of Transportation asked the Office 

of Personnel Management (0PM) "to calculate retirement costs and

in fact, there are large numbers or employees.wno elect not 
to transfer, then this could cause significant disruptions to the 
smooth operation of the railroad which could prove to be costly. 
USRA has no way of directly quantifying either the likelihood of 
this occurring or its cost.



benefits for existing employees who participate in the Federal

retirement system and to prepare an estimate of the financial

consequences if all of those employees transferred to the Stats-

owned railroad at this time" (605(a) Report, pp. 69-70). Ths

605(a) Report further states (at page 70) that:

"[i]n preparing its calculations, OPM assumed that if 
transferred.employees remain in the Federal retirement system 
pursuant to Section 607(a)(1), the language of that provision 
governing the amount of the State-owned railroad's employer 
contributions . . . would require the State-owned railroad to 
pay, as the employer contribution, 29.06 percent of basic 
payroll for those transferred employees into the Federal 
retirement fund to fully fund retirement benefits that accrue 
for those employees after transfer. OPM's calculation 
assumes the current seven percent employee contribution would 
remain unchanged.

This is an increase of 22.06 percent over the amount the 
Alaska Railroad has contributed as a Federal agency and 
reflects the manner in which the Federal retirement system is 
normally funded, which for Federal agencies includes other 
payments from the U.S. Treasury."

The ultimate resolution of this issue will not occur until 

after the date of this report. Indeed, in the 605(a) Report, the 

Department of Transportation and the State of Alaska acknowledge 

that an "accurate estimate of the retirement obligations that 

would be imposed on the State-owned railroad pursuant to Section 

607(a) cannot be calculated at this time." However, for purposes 

of completing this valuation in a timely manner, USRA has been 

required to make assumptions as to the cost of this provision to 

the Railroad.

U S R A’s analysis assumes that all permanent employees would 

transfer to the State-owned railroad and would be included in a 

plan that will have an annual cost to the Railroad equivalent to 

the cost that OPM has suggested —  that is, a 22.06 percent
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additional contribution over and above the 7 percent contribution 

which the Railroad is currently paying. USRA assumed all new 

employees hired after the date of the transfer would be covered 

under a new pension plan that would require the Railroad to 

contribute 12 percent'of the new employees' base salary.

USRA's analysis of the additional pension costs used the 

actuarial base developed by OPM which listed current employees, 

by sex, for each year until the last Railroad employee currently 

in the Federal retirement system has left the payroll. These 

data were costed using the T983 average wage levels to yield the 

total wage base for each year. This wage base was multiplied by 

an additional 22.06 percent to arrive at the additional pension 

costs.

As each current employee leaves the payroll, USRA assumed a 

replacement, would be added, but that the replacement's pension 

expense would be only 5 percent in addition to the current 

7 percent contribution. This approximates the contribution now 

required for employees of the State. These cash flows were then 

included with all other expenses, and the first 10 years of 

additional pension expense is shown on Table 3.

The Department of Transportation and the State acknowledge 

that "the exact number of employees who will transfer and the 

value of their retirement benefits will not be known until the 

date of Transfer". Thus, the assumptions which USR*. has made 

could be significantly different from the actual outcome.

However, we believe the estimates provided by our assumptions are



reasonable and fair to both the Federal government and the Stare, 

as well as to any other buyer.

(10) Section 607 Severance Obiiuations. The severance 

obligations imposed upon the Railroad by Section 607 of the Act 

require the Railroad to pay certain compensation to employees 

whose employment is terminated without cause during the first two 

years after transfer. Because of the activity levels forecasted, 

we have assumed that no employees will fall into this category 

and, therefore, no upward adjustment to the Railroad's projected 

operating expenses is necessary.

(11) Non-Availabilitv of Statutory Exemptions if the Railroad 

Ceases to be a State Instrumentality. If, after transfer, the 

Railroad ceases to be an instrumentality of the State, then the 

Railroad would lose its exemption from Federal income taxes, the 

Railroad Retirement Act, the Rai.lway Labor Act, and. the Federal 

Employer's Liability Act. Because of the nature of the projected 

cash flows, no tax liability would accrue even if a private 

purchaser, and not the State, acquired -the Railroad. USRA also 

assumed that there would be no significant changes in cash flow 

if the labor related statutes were applied. Therefore, we have 

made no adjustments for these provisions.

(12) Section 608(a)(1) Antitrust Applicability. After 

transfer, the ex^iption which the Railroad enjoys from certain 

antitrust laws will be lost.- While this may become an issue in 

the future that could adversely affect the Railroad's revenues, 

USRA has no way of quantifying what the long-range effect might
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(13) ICC Regulation. Currently the Railroad is subject only 

to partial regulation by the ICC under Executive Order 12434. 

After transfer, ARTA Section 608(a) provides that the Railroad 

will be fully regulated by the ICC in a manner similar to other 

railroads of the same class (most likely Class II). While there 

will be some additional costs,' they are not significant enough to 

quantify- separately. However, as previously stated, upward 

adjustments were made to both legal and other administrative 

costs to cover these as well as other contingencies.

(14) Comoliance With Various Safety Statutes and Regulations. 

USRA considered three separate categories of potential expenses 

—  OSHA, State and local building codes, and facility condition.

* O S H A . Based on an updated study, provided by the Alaska

Railroad, which indicates approximately 52.5 million

additional funding will be required to eliminate the 

remaining deficiencies, we have included 5500,000 per 

year for five years. These funds will be utilized to 

correct problems associated with buildings, facilities 

and equipment beyond expenditures budgeted elsewhere.

* State and Local Building Codes and Existing Condition cf

Facilities. A recent report prepared for the State 

estimated the total cost to correct building 

deficiencies to be about 585 million. Condition 

problems accounted for about 62 percent or 553 million 

with the balance of 532 million being related to code 

violations. Repairs, additions or replacement costs



were based on bringing the existing buildings into 

compliance, regardless of current use.

In the future, the Railroad will have to correct

some code violations and improve the condition of some
§ .

buildings. However, the Railroad will certainly concuc 

a careful review of current and future railroad 

operating needs before any large expenditures are made. 

Some buildings are no longer required, and some 

consolidations may be possible. If replacement is 

necessary, a much smaller and more efficient facility 

might be adequate. The Railroad currently has an o n­

going program to correct some of these deficiencies. I 

addition, there is some overlap with the funding 

required to correct OSHA deficiencies reported earlier. 

After consideration of these factors, discussions with 

the Railroad and the State, and on-site inspections, th 

following future needs were considered reasonable and 

are reflected in USRA's analysis:

Building code deficiencies —  an allocation of $1. 

million per year for ten years for a total of 315 

million. This allows for items such as fire 

separation, fire resistance in wall coverings, 

ventilation, lighting, electrical deficiencies, 

handicapped access, and other code related items. 

Condition discrepancies —  Justified projects in 

this category would be funded under the R a il r o a d’s 

normal capital budgeting process. As discussed



previously in this section, this total budget is 

forecast at $12 million per year for ten years.

(15) Transition Expenses. Upon transfer to the State, there 

will be certain one-time costs that will have to be incurred. 

These would include such things as legal costs, filing fees, 

consulting fees and administrative costs as well as costs to the 

Railroad ranging from remarking equipment to indicate the new 

ownership to printing stationery. We estimate these one-time 

costs to be $1,750,000.



Table 3

ALASKA R A I L R O A D  A D J U S T E D  CASH FL O W  F ORECAST FOR RA I L  O P E R A T I O N S
1984-1993
(§ IN 000)
C O N S T A N T  1983 $

ITEM 1984 1985 1986 1987 1980 1989 1990 1991 1992 1993

RR F O R E C A S T  REV. * 
RR F O R E C A S T  EXP. 

NET C A S H

56746
46590
10156

64106
50130
13976

65446
50790
14656

67806
51390
16416

70186
51990
10196

72656
52610
20046

72656
52610
20046

72656
52610
20046

72656
52610
20046

72656
52610
20046

ADJUST RR FO R E C A S T  
EXPORT C O A L  
PRODUCTIVITY 
HOW A D J U S T M E N T  
C A PITAL EX P E N D E D

0
-580

-1220
-12000

-1750
-624
-810

-12000

-250
-632
-050

-12000

0
-639
-870

-12000

0
-647

-1010
-12000

0
-654

-1050
-12000

0
-654

-1150
-12000

0
-654

-1110
-12000

0
-654

-1270
-12000

0
-654

-1440
-12000

ADJ. RR F O R E C A S T -3644 -1208 924 2907 4539 6342 6242 6282 ■ 6122 5952
M

STARTUP COS T S
PENSIONS -4514 -4316 -4145 -3967 -3821 -3675 -3524 -3377 -3225 -3079
CODE C O N F O R M I T Y -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500
ADD'L L E G A L  FEES -600 -600 -600 -600 -61 1 -600 -600 -600 -600 -600
OSHA -500 -500 -500 -500 -500 0 0 0 0 0
TORT CLAI M S -75 -75 -75 -75 -75 -75 -75 -75 -75 -75
OTHER E XPENSES -100 -108 -100 -108 -100 -100 -108 -100 -100 -100
WORKING C A P I T A L -4377 -95 -160 -57 -49 -42 4 16 -1 -2
ONE T I M E  S T A R T U P -1750 . 0 0 0 0 0 0 0 0 0

TOT A L  S T A R T U P -13424 -7194 -7096 -6007 -6653 -6000 -5803 -5644 -5509 -5364

ADJUSTED C A S H  
1

-17060 -0402 -6172 -3900 -2114 342 439 630 613 500

'‘‘DOES N O T  INCLUDE REAL ESTATE LEASES, DOES INCLUDE M I S C E L L A N E O U S LEASES SUCH AS WIRE AND PIPE EASEMENT S
O F  §296. REAL ESTATE LEASES A R B  T R E A T E D  S E P K R A T B L Y .



Present Value of Future Cash Flows

As previously discussed, the fair market value of the Alaska 

Railroad is the amount which the State would have to pay to 

outbid (e.g., by one dollar) any competing potential purchaser.

To determine the maximum bid of a competing non-government 

purchaser, the estimated future cash flows must be discounted zo 

present values at a rate equal to the cost of capital that the 

private purchaser would employ in valuing this railroad.

In arriving at a weighted average cost of capital to use as 

the discount rate in this valuation, numerous factors were 

considered. Among these were railroad debt-equity ratios, the 

cost of debt, the average real return on equities, and risk 

premiums used in other rail valuations. The resulting constant 

dollar discount rate was then compared to discount rates used in 

various- other railroad related valuations as well as to the cost 

of capital for the nation's railroads as found by the ICC in 

Ex Parte 436. These comparisons served as a check on the 

reasonableness of the rate used in the Alaska Railroad valuation.

USRA determined that the appropriate constant dollar discount 

rate to use in this analysis was 16 percent as applied to the 

projected cash flows expressed in constant dollars.* The

*This discount rate is not comparaole to the rate used in tne 
real estate analyses for two reasons: (1) As noted above, the
continued earnings valuation was performed in constant dollars.
In contrast, the real estate analysis considered the effects of 
appreciation in value of the real property, and was performed in 
inflated dollars. (2) Different special considerations were 
relevant to the real estate analysis than to the continued 
earnings valuation. 41 • '
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development of this discount rate required weighing the special 

considerations attendant to the Alaska Railroad. Elements of 

these special considerations include:

* The possibility of not realizing cash flows that, in
turn, are based on estimates, not on historical 
evidence,

* The change from Federal ownership,

' * The onset of full regulation by the ICC upon the chance
in ownership, and

* The uncertainties on the world energy markets.

Measuring Potential Alternative Use Va l ue

To measure the possible alternative use value of the Alaska 

Railroad's assets under the terms and conditions of ARTA, USRA 

hypothesized that, beginning in the eleventh year, there would be 

an immediate cessation of all rail operations to permit the 

Railroad's operating assets to be placed in their highest and 

best alternative uses.* To assess the effect of such an option on 

value, USRA performed the following analyses.

*In determining possible alternate uses for the Railroad's real 
estate, it was USRA's judgment that it would be highly 
speculative to assume that any operating real estate could be 
otherwise developed under a continued operations scenario, 
particularly during the early years following transfer to the 
State. Not only would such development require relocation of 
existing yards or other facilities, but it is also uncertain that 
any major redevelopment plan could easily obtain the required 
approvals of various disparite interests. Further, any 
assembling of operating and non-operating real estate would most 
likely be affected by existing leases. In light of these factors 
which would affect both the timing and costs of any partial 
alternative development of the operating real estate, USRA 
concluded that its consideration of the alternate use value of 
these parcels in a liquidation scenario after ten years was a 
fair method of measuring their value for other purposes.



If the Alaska Railroad were planning to totally cease 

operations, it might well cut back dramatically on '11 its 

expenses before the eleventh year. It is also true that shippers 

would begin to find alternative modes of transportation; 

consequently, the Railroad's revenues would also drop 

dramatically. For purposes of this analysis, we have assumed 

that revenues would drop by the same dollar amount per year as 

expenses. We have used the cash flows generated by the Railroad 

for the continued operations scenario (as adjusted by USRA) as 

being representative of the cash flows that the Railroad would 

generate in the liquidation scenario.

Labor Protection

As a result of discontinuing rail operations, USRA has 

assumed that there would be imposed on the owners of the Alaska 

Railroad labor protection conditions similar to those commonly 

known as "New York Dock". These conditions essentially require 

employees (depending on seniority) to be paid their full salary 

and benefits for six years, unless they find other jobs. In the 

case where an employee finds another job at a lower rate of pay 

than the one he had on the railroad, that employee is entitled to 

the difference in pay between his new job and what he received or. 

his old job. Protected employees also havo the option of taking 

a one-time lump sum payment equivalent to one year's pay.

In order to calculate the cost to the State of these labor 

protection conditions, USRA a s s u m e d  j — -—

R a i l  O p e ra t i o n s
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would be eligible to receive labor protection payments. Of these 

employees, based on the current age profile of the Railroad’s 

employees, USRA assumed that (1) all those 55 and older would 

choose to retire, (2) 25 percent of the eligible employees would 

take the lump sum settlement, and (3) 25 percent of the remaining 

work force would find new employment each year.



FACIL IT IES AND EQUIPMENT ASSETS'

USRA selected Frank S. King and Jackson R. Bell, experts in 

railway engineering and equipment, to assist in determining the 

alternative use value of the Railroad's facilities and equipment; 

they determined the net value that could be realized from 

disposition of these assets taking into consideration all of 

ARTA's terms and conditions. Their analysis is described in 

greater detail in their report to USRA.

USRA first assembled and validated the Railroad's inventories 

of track, equipment, and other facilities. These assets include 

•approximately 650 track miles,* yards and ..ort facilities, shops, 

buildings, bridges, communications facilities, 1,642 freight 

cars, 46 passenger cars and 62 locomotives, as well as 

maintenance and shop machinery. Physical inspections were made 

as required to determine the condition of the assets,** and a 

determination was made as to which asset categories would be sold 

as scrap and which could be sold to others for re-use.

*This figure represents the total of all the Railroad's track 
including not only its 460-mile main line from Seward to 
Fairbanks, but also its branch lines as well as passing tracks 
and yard tracks.

**USRA also relied on this condition assessment to determine the 
Railroad’s maintenance and capital requirements for use in 
determining the Railroad's continued operations value, previously 
discussed. .. assw



USRA estimated the range of market prices for resale and for 

scrap, dismantling costs, shipping costs from Alaska, and costs 

to comply with environmental or other regulations.* In making 

these estimates, USRA considered various market data such as the 

demand for scrap and the supply and demand for used railroad 

equipment and used rail.

Since ARTA requires that the State must continue to operate 

the railroad for at least ten years or suffer reversion, the 

state could not realize any alternate value from liquidating 

these assets until ten years after transfer.** USRA estimated 

that an orderly dismantling and liquidation program would require 

2 1/2 years, beginning in 1994 and finishing in 1996.

USRA determined that the net proceeds from sale of the 

•Railroad's track and facilities plus its equipment would be 

$11.6 million in 19&3 constant dollars.

*USRA was assisted in these areas by Mr. Michael v. Cody.

**Indeed, based cn the Railroad's forecast, the positive earnings 
projected for 1994 and later years, if realized, would prevent 
the Railroad from obtaining authority to abandon under the 
applicable provisions of the Interstate Commerce Act. This 
represents a major uncertainty that any purchaser would weigh 
heavily before paying a price based in part on asset values to be 
received many years in the future and only if rail operations 
could be discontinued.



REAL ESTATE ASSETS

USRA selected Jackson-Cross Company, a nationwide real e s t a t e  

appraisal firm, to assist in valuing the Alaska Railroad’s r e a l  

estate assets. Jackson-Cross determined the present v a l u e ,  as of 

October 1, 1983, of the Railroad's real estate taking into 

consideration all of ARTA's terms and conditions. Their analysis 

is described in greater detail in their appraisal report to USRA.

To consider the ARTA Section 610(a) requirement that the * 

State must continue to oper-ate the railroad for at least ten 

years or suffer reversion, USRA instructed Jackson-Cross to 

consider the Alaska Railroad's real estate assets in two 

categories:

* "Non-operating" property. —  land which is not necessary 
lor the railroad's operations. This is essentially real 
estate which is leased to third parties, or which is 
available for development.

* "Operating" property —  all other property, such as the 
rignt-of-way, yards and other facilities, including the 
port facilities at Whittier and Seward.

Because the Railroad's "non-operating" property is not required

for rail operations, it is not affected by the continued rail

operation requirement. However, because of ARTA's restrictions,

USRA assumed that no value could be realized from alternate use

of the Railroad's operating real estate until ten years after

transfer to the State.* Jackson-Cross was instructed to determine

*In some locations, the Railroad is presently earning income from 
easements or permits on operating property which do not interfere 
with rail operations. This income was considered in USRA's

(Continued)



i the present value of the cash flow which can reasonably be 

projected from continued development of the Railroad’s non­

operating real estate, and (2) the present value of the cash f l o w  

which could reasonably be projected from alternate use of the 

Railroad's operating real estate beginning ten years after 

transfer.

Most of the Alaska Railroad's real property not required for 

rail operations is currently leased to others, and there was no 

reason to assume that a purchaser of the property would chance 

this practice. Jackson-Cross, therefore, based its appraisal 

upon the assumption that the Railroad's real estate would be 

leased rather than sold. To the extent that any current rents 

are below market levels, the lease assumption explicitly 

considers that fact. USRA assumed that the State will be 

required to honor the terms and conditions of these leases. They 

were thoroughly reviewed and analyzed, and USRA has considered 

their effect in determining the value of the Railroad's real 

estate.

Jackson-Cross then assumed that, except as prevented by 

existing leases, rents would be set at market levels. It

(Continued)
continued operations valuation. As discussed later, the Railroad 
lacks clear title to much of the right-of-way so that it would no 
longer be entitled to income from such property upon conversion 
to alternate uses. As to right-of-way properties where the State 
will acquire clear title under ARTA, it was not considered 
feasible to attempt to ascribe any separate value to this 
potential income, since the highest and best alternate use might 
well either (1) preclude the continuance of the easement or 
permit or (2) result in the lessee, rather than the fee owner, 
collecting such easement or permit income.
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