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' . a - ? :  - :  apt l a  Beardslee and later published on uSC&GS chart 723 n
'532 ~ r fZ ' - 3 7  191*1 the schooner W.H. D im ond went aground cn the island and
/.as a tctal 'css

The .s and is mainly a rock about 60 feet hign with stunted trees on the top Steeo cliffs 
cn tne south and west sides East side cf island is less steep and access is difficult Put 
possible Two Bald eagle nests are on the island Ten to fifteen pigeon guillemot nests 
were observed on the cliffs in June and July No evidence of human use cn the island

3<rd i s l a n d
(0  1 mi a c r o s s )

Coren island 
(0 3 m»ie across)

Named by the USC&GS and published cn cnarf 8300 in 1893 (See discussion under 
Aaron island) Cliffs and headlands a a'dunc tne island No -nod landing s.tes Ram 
forest vegetation and two Bald eagle "ests p'esent



Named Oy tne USC&GS in 1885 m honor of Joseph Bullock Coghlan USN. who 
commanded the U.S.S. Adam s in a survey of the area in 1883-1884. In later years 
Coghlan commanded the U.S.S. Ra le igh during the Philippines campaign of the Spanish 
American War, and served as commandant of the Puget Sound and New York Naval 
Shipyards He rose to the rank of rear admiral and retired in 1906 He died in 1908

An FAA navigation beacon is located on the northern point of the island. A small building 
with a tramway is also present on the island and is currently being used by the FAA 
There are cliffs on the SW side and beaches on the NW and E sides Beaches provide 
good access. The island is forested with a berry understery. There is evidence of fire 
damage. Pigeon guillemots nest on the NW side. Evidence of camping and picnicking. 
The island is accessible by sheltered waters and is reachable by small boats and kayaks 
m all seasons. Has significant deer population most years. Good littleneck and butter 
clam digging on ncrth end.

Coghlan Island
(1 mi. long)

Gull island 
(0 4 mi. across)

Named m  *880 by Capt. L.A. Beardslee. USN. because "it was covered by sea gulls ' 
Name published by USC&GS in the 1883 Coast Pilot. There is an excellent sancy 
oeacn on the south end with a heavily used campsite

Lincoln island 
(4.7 miles long)

Named m 1868 by Cnr.dr. R.W Meade. USN. of the U.S.S. S ag inaw presunrubly 'or 
Abranam Lincoln. 16th. President of the U.S. Name published oy the USC&GS in the 
1883 Coast Pilot.

There are gravel and cobble beaches on the east side with low (30 ft.) headlands. A 
sandy beach with camp site is located on the southern end. The west side nas cociy 
reeky beaches It is exposed to winds and waves of Lynn Canal. The island consists of 
lew, well forested hills, with open headlands on the east side and low herbaceous growin 
According to USFWS records there are 17 Bald eagle nests on the island Deer are also 
present. There are 5 or 6 good landing sites on the oast side and south end. and ail 
nave evidence of camping and picnicking use



Ldca i'•a re . . ;  f  ed m 1S62 by the USGS. There are two good landing beaches The 
s:and s _ i : /ards of the mainland and is accessible ,n all weather conditions 
There are :.vo sh.pwrecks. one is a wood fish scow abandoned in 1970 on the east shore 
In late 195Cs and early 1S60's it was a summer campsite of older natives During that 
time they gathered herring roe on hemlock branches. At the same time there was a i~rge 
nerring pound between Indian Point and Indian Island for three months during the spring 
to harvest halibut bait and live sport fish bait. There are remnants of a Tlingit canoe way 
cn the east beach Large trees are on the island, one containing a Bald eagle nest 
"here is one much used campsite with quite a bit of litter.

In d ian  I s la n d
(0  1 mi a c r o s s )

North Island 
(0 4 mi long)

Named m 1880 by either Capt LA Beardslee USN, orbyCmdr RW Meade, USN. in 
1869 Name was published in the 1893 Coast Pilot by the USC&GS A popular 
anchorage for commercial gillnetters f.sn.ng Mab island and Berners Bay Exposed to 
northerly winds and seas There is an e*cener.t beach u. the South end tnat is a whale 
viewing area



Named in 1880 by Capt. L.A. Beardslee, USN. Published in the 1883 Coast Pilot. An 
extensive reef with some vegetated hummocks is located on the northern end of the 
island. There is a campground with picnic tables located on the western side of the 
island. There is a very nice sand beach on the southwest corner, a beach on ti*e east 
side, and a gravel beach near the northern reef. There are five bald eagle nests cn the 
island and black oystercatchers nest on the reef. Other birds use the north reef for 
nesting and roosting.

Old stumps indicate some selective logging years ago. There is a poor trail across the 
southern end of the island. The FS picnic site consists of three taDles with cement 
fireplaces, and an outhouse. All need maintenance.

P o r t l a n d  I >land
(1 .1  m i le  lo n g )

Ralston Island 
( 1 mi. long)

Named for W.C. Ralston by Cmdr. R.W. Meade, USN. in 1868. Published in the 1883 
Coast Pilot. A World War II CAA (now FAA) radio range station used to be located on 
the northern shore of the island. Remnants of the facility are still visible. Antenna and 
nouse on the north end. and dock pilings on south end with heavily overgrown read 
connect ng them.

Landing beaches on south and east sides. Headlands on east side. Also extensive reefs 
on east side. Island is connected to Lincoln island at low tides. Ralston isiand s 
forested with some open meadows. There are two Bald eagle nests on the siand. 
Camping and picnic sites located on the south end.

Shelter island 
(9 mi. long)

The island was named in 1869 by Cmdr. R.W. Meade, USN. and published in the 1883 
Coast Pilot. There is already a designated manne park on Shelter Island adjacent to 
Shelter Cove. This addition would mciuae the center portion with Shelter Lake. There 
s an old Forest Servico cabin (not maintained) in the center parcel. Large sandy beach 
at Hand Trollers Cove. Also reported remnants of cabins at cove. The island is neavily 
timbered with spruce and hemlock and scattered groves of Alaska yellow cedar. Deer 
are common on the island and heavily hunted. Southern end of the island was 
homesteaded and the homestead was later subdivided and sold, Numerous pnvate 
caoms are now located on the southern end of island, several miles from the proposed 
marine park addition.



Local name apparently formed by combining the initial letters of several names or words, 
its origin is unknown Also known as "Merlin's Island" by local residents.The mam island 
has three small gravel beaches on the east side, but other sides are cliffs. There is a 
very good sand beacn on the connected islet on the east side The island is close to 
shore and has very protected waters. Main vegetation is large trees with typical 
undergrowth. Two Bald eagle nests are located on the island. Heavy picnicking and 
camping use are noted on the east islet. There are ruins of cabin and fox pens in the 
center of the island.

S u e d l a  I s l a n d
(0 .3  m i.  a c r o s s )

NOTE. Much of the general site and wildlife information was obtained from 
Advisory Board member visits to the various islands.
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Abbreviations Used

CAA -  Civil Aeronautics Administration
Capt -  Captain
Cmdr. -  Commander
FAA Federal Aviation Administration
FS - Forest Service
Lt. -  Lieutenant
USC&GS -  United States Coast and Geodetic Survey 
USFWS •* United State Fish and Wildlife Service 
USGS- United States Geological Survey 
USN -  United States Navy



A BILL

FOR AN ACT ENTITLED i d v a a

"An Act amending the area within designated marine park units of the Alaska state 

park system, and adding marine park units to the Alaska state park system."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

•Section 1. AS 41 21 3 0 4 (1 1 )  is amended (o read:

(11) Shelter Island: the following described parcels excluding 

submerged land seaward of the 20 fathom bathymetric line:

Township 39 South. Range 64 East. Copper River Meridian 

Section 29 

Section 31 

Section 32 

Section 33

Township 40 South. Panqe 64 East Copper River Meridian 

Section 5: NW1/4NE1/4. S1/2NE1/4. NW1/4. S1/2 

Section 6 

Section 8 

Section 9: W1/2

‘ Sec. 2. AS 41 21 304 is amended by adding a new paragraph to read:

(34) Juneau Channel islands' the following described parcels 

excluding submerged land seaward of the 20 fathom bathymetnc line:

Township 38 South. Range 63 East. Copper River Mendian 

North i20), Benj (5) Section 13

Ralston N (55) Section 32: E1/2

D R A F T
R a l s t o n  S E  tip ( 2 0 )  S e c t i o n  33: S W 1 /4



D R A F T

3enj J N. rock (6) 

Benjamin i306)

Senj (5)

3enj (5)

Benj. & S. rock (25)

Township 38 South. Range 54 East. Copper River Merician 

Section 18: SW1/4 

Section 19

Section 20: W1/2SW1/4 

Section 29: NW1/4NW1/4 

Section 30. N1/2 

Township 39 South. Range 63 East. Copper River Meridian 

Ralston S tip (5). Lincoln N. (210) Section 4

Section 9 

Section 10 

Section 11

Section 13: SW1/4SW1/4 

Section 14

Lincoln (335) 

Lincoln (395) 

Lincoln (100) 

Lincoln (">) 

Lincoln (220)

Lincoln ̂ 620)

Lincoln *65)

..ncoin (105)

_;ncoln (365) 

jrc s in  (140)

Gull 51/2 Gull = 25

Gull M 1/2 Bird = 5

3<rd & SE tip Gull

Gull SW tip

Aarcn N1/2 (5)
(Tract A-5 retained Py USFS)

Section 15 

Section 16; E1/2 

Section 22: N1/2 

Section 23 

Section 24: W1/2 

Township 39 South. Range 64 East. Copper River Meridian 

Section 8: SE1/4 

Section 9: SW1/4 

Section 16 

Section 17: NE1/4

S e c t i o n  3 4 :  S 1 / 2

D R A F T



Aaron, S1/2 (15)

Portland. N spit (?)

■ncian (5) + small 

Portland. N. spit (?)

Coghlan, NW (20)

Coghlan. NE (130)

Suedla N1/2 (10) & Battleship (5)

Coghlan SW tip (5)

Portland. N1/2 (30)

J crt!ard, N spit (?)

=5ort!ard. S1/2 (60)

Sueala. Si/2 (15) *■ small 

Coghlan. SE tip (25)

C o h e n  (5)

D R A F T
Township 40 South, Range 64 East. Copper River Meridian 

Section 1: W1/2NW1/4 

Section 3: NE1/4 

Section 36: SE1/4SE1/4 

Township 40 South, Range 65 East. Copper River Meridian 

Section 28: SW1/4 

Section 31: SW1/4SW1/4 

Section 32: E1/2 

Section 33: W1/2 

Section 34: W1/2E1/2. W1/2 

Township 41 South, Range 65 East, Copper River Meridian 

Section 1: NE1/4 

Section 2: W1/2NW1/4. SE1/4 

Section 3: NE1/4 

Section 11

Tf vnship 41 South. Range 56 East. Copper River Meridian 

Section 5 N1/2NW1/4. NW1/4NW1/4NE1/4 

Section 6: NW1/4

D R A F T
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Isi of Islands and Acreages O'-V

WaterIsland Name

1 Suedla
2 Battleship
3 Indian
A Coghlan*
5. Portland*
6. Cohen
7. Aaron
8. Bird
9. Gull
10. Benjamin
11. North
12. Ralston 
13 Lincoln

TOTAL

Shelter Island SMP 851 2342 3193
(exist )*
Shelter Island SMP 1751 1200 2951
(pioposed)*
‘ l ands are either tentatively approved (T A ) or Patented 
Other lands are approved selections, and soon to he I A ‘<1 
••Water ncrnanos are very approximate



J u n e a u  A r e a  S t a t e  P a r k s

A d v i s o r y  B o a r d400 W i l l o u g h b y  A v en u e  

l u n e a u .  A l a s k a  99801

December 15, 1994
The H o n o r a b l e  F r a n  U lm e r  
L t .  G o v e r n o r
T h i r d  F l o o r ,  S t a t e  ' a p i t o l
P .O . Box 110015
J u n e a u ,  A l a s k a  99811-0015
Dea r  F r a n :
E n c l o s e d  i s  a c o p y  o f  t h i s  b o a r d ' s  m o s t  r e c e n t  p r o p o s a l  t o  r e q u e s t  
t h e  l e g i s l a t u r e  "and t h e  a d m i n i s t r a t i o n  t o  c r e a t e  a J u n e a u  C h a n n e l  
I s l a n d s  S t a t e  M a r i n e  P a r k .  A l s o  i n c l u d e d  i n  t h e  p r o p o s a l  i3  an 
a d d i t i o n  t o  S h e l t e r  I s l a n d  S t a t e  M a r i n e  P a r k .  T h e s e  a r e  l a n d s  t h a t  
h a v e  be en  s e l e c t e d  ar .d T e n t a t i v e l y  A pp ro v e d  o r  P a t e n t e d  t o  t h e  
s t a t e  f o r  t h e  p u r p o s e  o f  g u a r a n t e e i n g  r e c r e a t i o n a l  o p p o r t u n i t i e s  i n  
t h e  J u n e a u  a r e a .
I n  t h e  1991-1992 l e g i s l a t i v e  s e s s i o n  yo u  f o u g h t  h a r d  f o r  p a s s a g e  o f  
HB131 w h i c h  w o u l d  h a v e  c r e a t e d  e s s e n t i a l l y  t h e  same m a r i n e  p a r k .  
As you  r em embe r ,  t h e  compan ion  S e n a t e  B i l l  d i e d  i n  S e n a t e  R u l e s .  
We a r e  h o p i n g  t h a t  y o u  w i l l  c o n t i n u e  y o u r  s u p p o r t  f o r  t h i s  m a r i n e  
p a r k  b y  d i s c u s s i n g  t h i s  w i t h  G o v e r n o r  K now le s  an d  o b t a i n i n g  h i s  
s u p p o r t .  I f  p o s s i b l e ,  we w o u l d  a s k  t h e  a d m i n i s t r a t i o n  t o  p r e - f i l e  
a b i l l .
We a r e  m e e t i n g  w i t h  t h e  l o c a l  l e g i s l a t o r s ,  an d  S e n a t o r  Duncan w i l l  
h a v e  t h e  l a t e s t  d r a f t  l e g i s l a t i o n .  P e r h a p s  y o u  c o u l d  d i s c u s s  t h i s  
p r o p o s a l  w i t h  h im .
T h an k s  f o r  y o u r  h e l p .  T h i s  m a r i n e  p a r k  w o u l d  b e  a g r e a t  a d d i t i o n  
t o  t h e  J u n e a u  a r e a  f o r  l o c a l  u s e  and  f o r  p r o m o t i n g  v i s i t a t i o n  f rom  
o u t - o f - s t a t e  g u e s t s .
S i n c e r e l y ,

B i l l s ,  C h a i r
c c :  S e n a t o r  J im  Lun can

R e p r e s e n t a t i v e  Kim E l t o n  
R e p r e s e n t a t i v e  C a r c n  R o b in s o n



JUMG4U AUDUBON t o C O Y
P.O . Box 0 2 1 7 2 5  •  Juneau, Alaska 99802

S e n a t o r  J im  Duncan 
A l a s k a  S t a t e  S e n a t e  
A l a s k a  S t a t e  C a p i t o l  
J u n e a u ,  AK 99801

Dear  S e n a t o r  Duncan , Feb 3. 1995
I  am w r i t i n g  on b e h a l f  o f  J u n e a u  Audubon t o  t h a n k  you  f o r  

y o u r  e f f o r t s  i n  t h e  c r e a t i o n  o f  t h e  J u n e a u  C hanne l  I s l a n d s  S t a t e  
P a r k .  We b e l i e v e  t h a t  t h e  i s l a n d s  w o u l d  be  b e s t  managed b y  t h e  
S t a t e  P a r k s  and we a p p r e c i a t e  y o u r  s u p p o r t  f o r  t h i s  l e g i s l a t i o n .  
I f  t h e r e  a r e  an y  S e n a t o r s  (o r  o t h e r s )  who a r e  o p p o s i n g  SB 34 I  
w o u l d  l i k e  t o  w r i t e  them and e x p l a i n  why t h i s  b i l l  i s  s o  im p o r t a n t  
t o  t h e  members o f  Audubon. Any s u g g e s t i o n s  you  m i a h t  h ave  a s  t o  
who i s  o p p o s i n g  t h i s  b i l l  w o u id  b e  g r e a t l y  a p p r e c i a t e d .

Thank you  f o r  t h e  o p p o r t u n i t y  t o  comment.
S i n c e r e l y .

K a t h a r i n e  T C o g h i l l  
P r e s i d e n t .  J u n e a u  Auaubon



K a th y  & Ga ry  M i l l e r  
POB 32436
J u n e a u ,  Ak. 99803-2436
R e p r e s e n t a t i v e  Caren  R ob in so n  
R e p r e s e n t a t i v e  Kim E l t o n  
S e n a t o r  J im  Puncan
Dea r  R e p r e s e n t a t i v e s  and S e n a t o r ,

We w e re  v e r y  happy t o  r e a d  i n  t h e  J u n e a u  Em p i r e  t h a t  b i l l s  h ave  
been  f i l e d  t o  make 14 i s l a n d s  i n  Lynn C an a l  i n t o  a p a r k .  We have  
a lw a y s  d r e a d e d  t h e  d a y  t h a t  t h e  i s l a n d s  w o u l d  be l o c k e d  up i n  
p r i v a t e  hand s  t h e  way H o r s e ,  C o l t ,  and  p a r t s  o f  S h e l t e r  h a v e  been 
l o c k e d  up .  We w o u ld  l i k e  t o  s e e  t h e  i s l a n d s  made i n t o  s t a c e  p a r k s  
s o  we and o u r  c h i l d r e n  w i l l  a l w a y s  ioe a b l e  t o  u s e  them . Thank you 
v e r y  much f o r  t h e s e  b i l l s .
S i n c e r e l y ,

J a n u a ry  26 , 1995

uiVlSlON cf s ta : e parks rather THAN the DEPARTMENT of natural resources

\
K a th y  Si G a ry  M i l l e r

Mr Peter Wright



'*4rl A l a s k a  E n v i r o n m e n t a l  L o b b y ,  I n c .
P.O. Box 22151 Juneau, Alaska ‘J9B02

Phone: 907-4B3-3366 
Fax: 907-4M -3312

SB 34 Marine Parks Additions

'Hie Alaska Environmental Lobby fully supports SB 34 which would 
designate thirteen islands in Favorite Channel and Auke Bay as a 
State Marine Park. This legislation is needed to protect the islands 
for existing recreation use and to accommodate future recreation needs.

The City and State have identified protection of the islands as a priority 
in the Juneau Coastal Management Plan and the Juneau State Land Plan. 
The island beaches of the proposed Park arc heavily used and are reaching 
their capacity for self-regulated recreation. It is essential to institute a 
management system for preservation of this area.

Our central concerns are on some resources degradation that is beginning 
to occur due to self-regulated recreation. Fires arc often built on forest 
duff, killing some large spmce and igniting peat fires which smolder for 
weeks.

Only State Park management can consolidate water, intertidal and upland 
uses into a single entity with adequate enforcement authority to protect as 
well as provide for safe use of the resources.

Creation of the Juneau Channel Islands State Marine Park is urgently 
needed and would be an outstanding addition Alaska State Parks, 
providing an island complex unique to the State Park System.

The value of these islands is that they provide very accessible high quality 
recreation opportunities for local residents.
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A l a s k a  S i g h t s e e i n g  
C r u i s e  W ^ s t

<Q

114 So Franklin St., #200
Juneau. Alaska 99801
(907) 586-6300. (907) 463-3323 FAX

February 21 . 199?

Honorable Jim Duncan.

I am writing to indicate support fo r  the Channel Islands State Marine Park proposal. This 
area is a destination fo r  ou r cruise line. Four o f  our five sm all cruise ships (Sp irit o f  A laska, 
Spirit o f  G lac ier Bay, Spirit o f  ‘98 . Spirit o f  D iscovery) w ill be arriv ing to Juneau this year via 
Auke Bay. A lso  planned is an evening dinner cruise in the waters o f  the proposed park.

I fee l that this area has a strong potential fo r future recreation and development as a 
visitor destination. The legislation before the legislature now would provide the means by which 
this area can be developed to its fu llest potential. The designation o f  the Channel Islands as a 
state marine park w ill enhance this area's attractiveness as a v isitor destination.

Sincerely,
* ' I

Larry Johjanscn
Juneau Manager
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C S  F O R  S E N A T E  R IL L  N O . 6 4 (T R A )

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

N I N E T E E N T H  L E G I S L A T U R E  -  F I R S T  S E S S I O N
HY THE SENATE TRANSPORTATION COMMITTEE
OfTcrrd:
Referred:

Spomor(j): SENATE TRANSPORTATION COMMITTEE

A B IL L

F O R  A N  A C T  E N T IT L E D

"A n  Act re la t in g  to  (he d isso lu tion  o f  (h e  A la ska  R a i lr o a d  C o rp o ra t io n  and

p ro v id in g  f o r  a successor c o rp o ra t io n ; and p ro s id in g  f o r  a n  e ffe c tiv e  d a te ."

B E  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

•  S e c t i o n  I .  F O R M A T I O N  O F  S U C C E S S O R  C O R P O R A T I O N ,  ( a )  W i t h i n  o n e  y e a r  
f r o m  t h e  e f f e c t i v e  d a t e  o f  t h i s  s e c t i o n ,  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n  s h a l l  f o r m  a  s u c c e s s o r  c o r p o r a t i o n  u n d e r  A S  1 0 . 0 6 ,  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  
t h i s  A c t ,  t o  o w n ,  o p e r a t e ,  a n d  m a n a g e  t h e  A l a s k a  R a i l r o a d  a n d  t o  a s s u m e  s o l e  r e s p o n s i b i l i t y  
f o r  a s s e t s  a n d  l i a b i l i t i e s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n .

( b )  T h e  s u c c e s s o r  c o r p o r a t i o n  i s  a  p n v a t e  c o r p o r a t i o n  a n d  i s  n o t  a  s t a t e  a g e n c y ,  p u b l i c  
c o r p o r a t i o n ,  o r  o t h e r  s t a t e  e n t i t y .

( c )  T h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h a l l  s e r v e  a s  t h e  b o a r d  
o f  d i r e c t o r s  f o r  t h e  s u c c e s s o r  c o r p o r a t i o n  u n t i l  a  n e w  b o a r d  i s  e l e c t e d  b y  t h e  s h a r e h o l d e r s .

( d )  T h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h a l l  t r a n s f e r  t h e  a s s e t s  
a n d  l i a b i l i t i e s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  t o  t h e  s u c c e s s o r  c o r p o r a t i o n .
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1  ( c )  T h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h a l l  a s s i g n  t o  t h e
2  s u c c e s s o r  c o r p o r a t i o n  a l l  c o n t r a c t s ,  i n c l u d i n g  c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t s  a n d  a g r e e m e n t s
3  w i t h  c o n n e c t i n g  c a r r i e r s ,  s h i p p e r s ,  o r  o t h e r  p e r s o n s  c o n c e r n i n g  s e r v i c e s ,  o p e r a t i o n ,  p r o p e r t y ,
4  a n d  f a c i l i t i e s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ,  e n t e r e d  i n t o  b y  t h e  A l a s k a  R a i l r o a d
5  C o r p o r a t i o n  a n d  i n  e f f e c t  o n  t h e  d a t e  o f  t h e  t r a n s f e r  o f  a s s e t s  a n d  l i a b i l i t i e s  t o  t h e  s u c c e s s o r
6  c o r p o r a t i o n ,  u n l e s s  t h e  c o n t r a c t  d o c s  n o t  a l l o w  a s s i g n m c M  o f  t h e  c o n t r a c t .
7  ( 0  N o t w i t h s t a n d i n g  A S  42 .40 .300 , t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h a l l  p a y  t h e  c o s t s
8  i n c u r r e d  f o r  t h e  f o r m a t i o n  a n d  o p e r a t i o n  o f  t h e  s u c c e s s o r  c o r p o r a t i o n  b e f o r e  t h e  e f f e c t i v e  d a t e
9  o f  s e c .  4  o f  t h i s  A c t .

1 0  *  S e e .  2 .  I S S U A N C E  A N D  D I S T R I B U T I O N  O F  S T O C K ;  O R I G I N A L  B O A R D  O F
1 1  D I R E C T O R S ,  ( a )  U p o n  f o r m a t i o n  o f  t h e  s u c c e s s o r  c o r p o r a t i o n  u n d e r  s e c .  1 o f  t h i s  A c t ,  t h e
1 2  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h a l l  i m m e d i a t e l y  i s s u e  s h a r e s  o f  v o t i n g
1 3  s t o c k  i n  t h e  s u c c e s s o r  c o r p o r a t i o n  t o  t h e  s t a t e .  T h e  s t o c k  s h a l l  r e p r e s e n t  t h e  v a l u e  o f  t h e
1 4  a s s e t s  a n d  l i a b i l i t i e s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  a t  t h e  t i m e  o f  t r a n s f e r  t o  t h e  s u c c e s s o r
1 5  c o r p o r a t i o n  u n d e r  t h i s  A c t .
1 6  ( b )  A t  t h e  t i m e  o f  i s s u i n g  s t o c k  u n d e r  t h i s  s e c t i o n ,  t h e  b o a r d  o f  d i r e c t o r s  s h a l l  n o t i f y
1 7  t h e  g o v e r n o r  o f  t h e  t i m e  a n d  p l a c e  o f  t h e  f i r s t  s t o c k h o l d e r s ’  m e e t i n g .  T h e  m e e t i n g  s h a l l  b e
1 8  h e l d  w i t h i n  9 0  d a y s  a f t e r  t h e  s t o c k  i s  i s s u e d .
1 9  ( c )  A t  t h e  f i r s t  s t o c k h o l d e r s ’  m e e t i n g ,  t h e  g o v e r n o r  s h a l l ,  s u b j e c t  t o  s e c .  3 ( b )  o f  t h i s

2 0  A c t ,  e l e c t  s e v e n  i n d i v i d u a l s  t o  s e r v e  a s  t h e  n e w  b o a r d  o f  d i r e c t o r s  o f  t h e  s u c c e s s o r
2 1  c o r p o r a t i o n ,  a n d  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h a l l  r e s i g n  a s
2 2  d i r e c t o r s  o f  t h e  s u c c e s s o r  c o r p o r a t i o n .
2 3  1 *  S e e .  3 .  M A N A G E M E N T  O F  S U C C E S S O R  C O R P O R A T I O N ,  ( a )  T h e  g o v e r n o r  s h a l l
2 4  I  v o t e  t h e  s h a r e s  o f  s t o c k  i n  t h e  s u c c e s s o r  c o r p o r a t i o n  t h a t  a r c  h e l d  b y  t h e  s t a t e .
2 5  ( b )  I f  t h e  s t a t e  i s  t h e  m a j o r i t y  s h a r e h o l d e r  i n  t h e  s u c c e s s o r  c o r p o r a t i o n ,  t h e  g o v e r n o r
2 6  s h a l l  e l e c t  t o  t h e  b o a r d  o f  d i r e c t o r s  o n e  p e r s o n  w h o  h a s  a t  l e a s t  1 0  y e a r s  o f  e x p e r i e n c e  i n  t h e
2 7  m a n a g e m e n t  o f  r a i l r o a d s  i n  t h e  U n i t e d  S t a t e s ;  o n e  p e r s o n  w h o  i s  a  r e s i d e n t ,  a n  e m p l o y e e  o f
2 8  t h e  c o r p o r a L o n ,  a n d  a  m e m b e r  o f  a  b a r g a i n i n g  u n i t  r e p r e s e n t i n g  e m p l o y e e s  o f  t h e  c o r p o r a t i o n ;
2 9  a n d  f i v e  p e r s o n s  w h o  a r e  r e s i d e n t s  a n d  h a v e  b r o a d  e x p e r i e n c e  a n d  d e m o n s t r a t e d  c o m p e t e n c e
3 0  i n  b u s i n e s s  m a n a g e m e n t ,  f i n a n c e ,  o r  l a w .
3 1  ( c )  T h e  p o w e r s  o f  t h e  s u c c e s s o r  c o r p o r a t i o n  a r c  v e s t e d  i n  t h e  b o a r d  o f  d i r e c t o r s .
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( d )  B y  F e b r u a r y  1 ,  1 9 9 6 ,  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  s u c c e s s o r  c o r p o r a t i o n  s h a l l  
p r e p a r e  a n d  s u b m i t  t o  t h e  l e g i s l a x u r c  a  r e p o r t  o n  t h e  f e a s i b i l i t y  a n d  a d v i s a b i l i t y  o f  p l a c i n g  t h e  
s t a t e - o w n e d  s h a r e s  o f  s t o c k  i n  t h e  c o r p o r a t i o n  w i t h  a  t r u s t e e  f o r  t h e  p u r p o s e  o f  v o t i n g  t h e  
s h a r e s  o f  s t o c k  t o  m a x i m i z e  p r o f i t s  o f  t h e  c o r p o r a t i o n  a n d  f o r  t h e  p u r p o s e  o f  d i s p o s i n g  o f  t h e  
s h a r e s  o f  s t o c k  t o  p r i v a t e  o w n e r s h i p .

•  S e e .  4 .  T R A N S F E R  O F  A S S E T S  A N D  L I A B I L I T I E S .  T h e  a s s e t s  a n d  l i a b i l i t i e s  o f  t h e  
A l a s k a  R a i l r o a d  C o r p o r a t i o n  a r e  t r a n s f e r r e d  t o  t h e  s u c c e s s o r  c o r p o r a t i o n .

•  S e c .  5 .  D I V I D E N D S .  I f ,  o n  t h e  f i n a l  d a y  o f  t h e  F i s c a l  y e a r  o f  t h e  s u c c e s s o r  c o r p o r a t i o n ,  
t h e  s t a t e ,  i n c l u d i n g  a g e n c i e s  a n d  p u b l i c  c o r p o r a t i o n s  o f  t h e  s t a t e ,  o w n s  m o r e  t h a n  5 0  p e r c e n t  
o f  t h e  s h a r e s  i s s u e d  u n d e r  t h i s  A c t ,  t h e  s u c c e s s o r  c o r p o r a t i o n  s h a l l  p a y  d i v i d e n d s  t o  a l l  
s t o c k h o l d e r s  o f  r e c o r d  o n  t h e  l a s t  d a y  o f  t h e  f i s c a l  y e a r .  D i v i d e n d s  s h a l l  b e  p a i d  w i t h i n  s i x  
m o n t h s  f r o m  t h e  e n d  o f  t h e  f i s c a l  y e a r .  T h e  t o t a l  a m o u n t  p a i d  a s  d i v i d e n d s  u n d e r  t h i s  s e c t i o n  
m u s t  e q u a l  o r  e x c e e d  3 0  p e r c e n t  o f  t h e  n e t  e a r n i n g s  o f  t h e  s u c c e s s o r  c o r p o r a t i o n  f o r  t h e  f i s c a l  
y e a r .

•  S e c  6 .  S A L E  O F  S H A R E S  H E L D  B Y  T H E  S T A T E ,  ( a )  T h e  g o v e r n o r  s h a l l  a d o p t
r e g u l a t i o n s  u n d e r  A S  4 4 . 6 2  ( A d m i n i s t r a t i v e  P r o c e d u r e  A c t )  g o v e r n i n g  t h e  s a l e  o f  s t a t e - o w n e d
s h a r e s  o f  s t o c k  i n  t h e  s u c c e s s o r  c o r p o r a t i o n .  U n l e s s  o t h e r w i s e  p r o v i d e d  b y  t h e  l e g i s l a t u r e  b y
l a w ,  » h c  g o v e r n o r  s h a l l  e v a l u a t e  p r o p o s a l s  t o  d i s p o s e  o f  s t a t e - o w n e d  s h a r e s  o f  s t o c k  i n  t h e6
s u c c e s s o r  c o r p o r a t i o n  t o  d e t e r m i n e  w h e t h e r  t h e  d i s p o s a l  o f  t h e  s h a r e s  m a y  h i n d e r  t h e  a b i l i t y  
o f  t h e  s u c c e s s o r  c o r p o r a u o n  t o  c o n t i n u e  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d ,  w h e t h e r  t h e  s t a t e  
c a n  r e c o v e r  t h e  a m o u n t  o f  f u n d s  t i  h a d  e x p e n d e d  i n  c o n n e c t i o n  w i t h  t h e  A l a s k a  R a i l r o a d  a n d  
t h e  A l a s k a  R a i l r o a d  C o r p o r a n o n ,  a n d  w h e t h e r  t h e  d i s p o s a l  o f  t h e  s h a r e s  i s  i n  t h e  b e s t  i n t e r e s t  
o f  t h e  s t a t e .

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

•  S e c  7 .  T H E  A L A S K A  R A I L R O A D .  I N C .  T h e  n a m e  T h e  A l a s k a  R a i l r o a d .  I n c . "  i s  
r e s e r v e d  t o  t h e  e x c l u s i v e  u s e  o f  t h e  s u c c e s s o r  c o r p o r a t i o n  f o r m e d  u n d e r  s e c .  1  o f  t h i s  A c t .

•  S e c  8 .  A S  0 9 . 2 5 . 1 1 5 ( g )  i s  a m e n d e d  t o  r e a d :
( g )  E a c h  p u b l i c  a g e n c y  s h a l l  e s t a b l i s h  t h e  f e e s  f o r  t h e  e l e c t r o n i c  s e r v i c e s  a n d  

p r o d u c t s  p r o v i d e d  u n d e r  t h i s  s e c t i o n .  T h e  T e l e c o m m u n i c a t i o n s  I n f o r m a t i o n  C o u n c i l  
m a y  c a n c e l  t h e  f e e s  e s t a b l i s h e d  b y  a  p u b l i c  a g e n c y  i n  t h e  e x c c u n v c  b r a n c h ,  e x c e p t  t h e
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fees o f the University o f Alaska [AND THE ALASKA RA ILROAD 

CORPORATION), i f  the council determines that the fees are unreasonably high.

• Sec 9. AS 09.25.115fi) is amended to read:

( i) A public agency other than a municipality [OR THE ALASKA 

RA ILROAD CORPORATION! shall separately account fo r the fees received by the 

agency under this section and deposited in the general fund. The annual estimated 

balance in the account may be used by the legislature to make appropriations to the 

agency to carry out the activities o f the agency.

• Sec 10. AS 09.25.123(a) is amended to read:

(a) The Telecommunications Information Council shall supervise and adopt 

regulations for the operation and implementation o f AS 09.25.110 - 09.25.140 by 

public agencies in the executive branch [, EXCEPT THE ALASKA RA ILROAD 

CORPORATION).

• Sec 11. AS 09.25.220(2) is amended to read:

(2) "public agency" means a political subdivision, department, 

institution, board, commission, division, authority, public corporation, council, 

committee, or other instrumentality o f the state or a municipality; "public agency" 

includes the University o f Alaska (AND THE ALASKA RA ILROAD 

CORPORATION);

• Sec 12. AS 23.05.360(0 is amended to read:

(0  For purposes o f holding hearings, the members o f the board sit in panels

o: three members. The chair designates the panel that w ill consider a matter. Each

panel must include a representative o f management, a representative o f labor, and a 

representative from the general public. A member o f one panel may serve on the other 

panel when the chair considers it necessary for the prompt administnmon o f 

AS 23.40.070 • 23.40.260 (Public Employment Relations Act) [OR AS 42.40 

(A LA SKA RA ILROAD CORPORATION ACT)).

• Sec 13. AS 23.05.3S0 is amended to read:

Sec. 23.05.380. REGULATIONS. The agency shall adopt regulations under 

AS 44.62( (THE) Administrative Procedure Act) [(AS 44.62)) to cany out labor 

relations functions under AS 23.05.360 * 23.05.390 and [.) AS 23.40.070 * 23.40.260

WORK DRAFT WORK DRAFT WORK DRAFT

CSSB 64<TRA) -4-
v . ,  tDCUZlD 7CXT iMCKlTtOJ



(, AND AS 42.40.730 - 42.40.890).

• Sec 14. AS 23.10.430(c)(2) is amended to read:
(2) "employer'’ means a person who employs one or more other persons 

and includes the state, the University o f Alaska [, THE ALASKA RAILROAD ,) and 

political subdivisions o f the state.

* Sec 15. AS 23.10.440(c) is amended to read:
(e) In this section, "employer’' means an employer that employs 15 or more 

employees at one time and includes the state, the University o f Alaska, [THE 

ALASKA RAILROAD CORPORATION,] and political subdivisions o f the : rate.

• Sec 16. AS 23.10.550(7) is amended to read:

(7) "state” includes the University o f Alaska [, THE ALASKA 

RAILROAD,] and the executive, legislative, and judicia l branches o f state government 

including public and quasi-public corporations and authorities established by law.

* Sec 17. AS 36.10.180(a) is amended to read*
(a) The preferences cstabushed in AS 36.10.150 - 36.10.175 apply to work 

performed

(1) under a contract for construction, repair, prelim inary surveys, 

engineering studies, consulting, maintenance work, Dr any other retention o f services 

necessary to complete a g,vcn project that is let by the state or an agency o f the state, 

a department, office, srtite board, commission, public corporation, or other 

organizational unit o f or created under the executive. legislative, or judicia l branch o f 

state govem ren t. including the University o f Alaska [AND THE ALASKA 

RAILROAD CORPORATION], or by a political subdivision o f the state including a 

regional school board with respect to an educational fac ility under AS 14.11.020;

(2) on a public works project under a grant to a municipality under 

AS 37.05.315 o r AS 37.06.010;

(3) on a public works project under a grant to a named recipient under

AS 37.05.316;

(4) on a public works project under a grant to an unincorporated 

community under AS 37.05.317 or AS 37.06.020; and

(5) on any other public works project or construction project that is
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funded in whole or in part by state money.

• Sec. 18. AS 36.30.015(c) is amended to read:
(e) The [BOARD OF DIRECTORS OF THE ALASKA RA ILROAD 

CORPORATION AND THE] board o f directors o f the Alaska Aerospace Development 

Corporation shall adopt procedures to govern the procurement o f supplies, services, 

professional services, and construction. The procedures must be substantially 

equivalent to the procedures prescribed in this chapter and in regulations rdopted under 

th ir chapter.

• Sec. 19. AS 36.30.050(c) is amended to read:
(c) The lifts may be used by the chief procurement officer or an agency when 

issuing invitations to bid or requests for proposals under this chapter. The lists may 

be used by the legislative council and [,] the court system [, AND THE ALASKA 

RA ILROAD CORPORATION].

• Sec. 20. AS 37.05.146(4)(E) is amended to read:

(E) funds managed by the Alaska Housing Finance Corporation 

(AS 18.56.020), [THE ALASKA RAILROAD CORPORATION 

(AS 42.40.010),) the Municipal Bond Bank Authority (AS 44.85.020), the 

Alaska Aerospace Development Corporation (AS 14.40.821), or the Alaska 

Industrial Development and Export Authority (AS 44.88.020);

• Sec. 21. AS 39.52.960(2) is amended to read:

(2) "agency" means a department, office o f the governor, or entity in 

the executive branch, including (BUT NOT LIM ITED TO] the University o f Alaska, 

public or quasi-public corporations, and boanis or commissions (, BUT EXCLUD ING 

THE A LASKA RAILROAD CORPORATION];

• Sec. 22. AS 39.52.960(4) is amended to read:

(4) “ board or commission" means a board, commission, authority, or 

board o f directors o f a public or quasi-public corporation, established by statute in the 

executive branch [, BUT EXCLUDING THE ALASKA RAILROAD ];

• Sec. 23 . AS 39.52.960(12) is amended to read:
(12) "instrumentality o f the state" means a state agency or 

administrative unit, whether in the legislative, judicial, or executive branch, including
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such entities as the University o f Alaska [, THE ALASKA RA ILROAD ,] and any 

public or quasi-public corporations, boards, or commissions; the term includes 

municipalities;

• See- 24. AS 39.90.1*10(4) is amended to read:
(4) "public body" includes an officer or agency o f

(A ) the federal government;

(B) the state;

(Q  a political subdivision o f the state including

(i) a municipality;

( ii) a school district; and

(iii) a rural educational attendance area;

(D) a public or quasi-public corporation or authority established 

by state law [INCLUD ING THE ALASKA RAILROAD CORPORATION]; 

and

(E) the University o f Alaska.

• Sec. 25. AS 44.12.200(b) is amended to read:

(b) In this section, "state agency" means a department, institution, board, 

commission, division, authority, public corporation, committee, or other administrative 

unit o f the executive branch o f state government, including the University o f Alaska 

[, THE ALASKA RAILROAD CORPORATION,] and the Alaska Aerospace 

Development Corporation.

• Sec. 26. AS 44.19.519(2) is amended to read:
(2) "state agencies" means all departments, divisions, and offi;es in the 

exccuuve and legislative branches o f state government and the University o f Alaska; 

it docs not mean [THE ALASKA RAILROAD CORPORATION OR] an agency o f the 

jud ic ia l branch o f government.

• See. 27. AS 44.99.020 is amended to read:
Sec. 44.99.020. USE OF PAPER A state agency shall use both sides o f paper 

when feasible. In this section, "state agency" means a department, institution, board, 

commission, division, authority, public corporation, or other administrative unit o f the 

executive, legislative, or judicia l branch o f state government, including the University
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o f Alaska [, THE ALASKA RAILROAD CORPORATION,] and legislative 

committees.

• Sec. 28. AS 44.99.240(2) is amended to read:

(2) "state agency" means

(A) a department, institution, board, commission, division, 

authority, public corporation, or other administrative unit o f the executive 

branch, including the University o f Alaska [AND THE ALASKA RAILROAD 

CORPORATION];

(B) a committee, division, or administrative unit o f the 

legislative branch, including the Alaska Legislative Council, the leadership o f 

each house, and the office o f the ombudsman;

(Q  an administrative unit o f the jud icia l branch, including the 

Alaska Judicial Council and the Commiss'on on Judicial Conduct.

• See. 29. AS 44.99.400 is amended to trad:

Sec. 44.99.400. COPYRIGHTS. A state agency may hold the copyright fo r 

software created by the agency or developed by a private contractor fo r an agency, and 

may enforce its rights to protect the copyright. In this section, "state agency" means 

a department, institution, board, commission, division, authority, public corporation, 

committee, or other administrative unit o f the executive, judicial, or legislative branch 

o f state government, including the University o f Alaska and (.] 'he Alaska Aerospace 

Development Corporation [, AND THE A I^ \S K A  RAILROAD CORPORATION].

• Sec. 30. AS 46.14.990(13) is amended to read:

(18) "person ' has the meaning given in AS 01.10.060 and also includes 

an agency o f the United States, a municipality, the University o f Alaska. [THE 

ALASKA RAILROAD CORPORATION,] and other departments, agencies, 

instrumentalities, units, and corporate authorities o f the state;

• See 31. AS 46.17.900(7) is amended to read:

(7) "person" has the meaning given in AS 01.10.060, and includes the 

state and political subdivisions o f the state, including [THE ALASKA RA ILROAD 

CORPORATION AND ] the University o f Alaska;

• Sec 32. AS 09.25.110(g); AS 23.05.370(a)(6); AS 36.30.990(1 )(B )(ii); AS 42.40;
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AS 44.33.124(12); and AS 44.99.350(3)(B) arc repealed.

* See 33. Sections 1 - 3, and 7 o f this Act take effect July 1, 1995.

• Sec 34. Sections 4 - 6, and 8 - 32 o f this Act take effect 30 days after the election o f

the board o f directors o f the successor corporation under sec. 2 o f this A cl The governor

shall no tify the revisor o f statutes o f the date the directors are elected.
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CS FOR SENATE B IL L NO. 64(TRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE TRANSPORTATION COMMITTEE
Offered:
R e fe r r e d :

Sponsor(s): SENATE TRANSPORTATION COMMITTEE
A B IL L

FOR AN ACT ENT ITLED

"A n Act rela ting to the dissolution o f the Alaska Railroad Corporation and

prov id ing fo r a successor corporation; and provid ing for an effective date."

BE IT  ENACTED BY THE LEG ISLATURE OF THE STATE OF A LA SKA :

* Section I. FORMATION OF SUCCESSOR CORPORATION, (a) W ith in one year 

from the effective date o f this section, the board o f directors o f the Alaska Railroad 

Corporation shall form a successor corporation under AS 10.06, subject to the provisions o f 

this Act, to own, operate, and manage die Alaska Railroad and to assume sole responsibility 

fo r assets and liabilities o f the Alaska Railroad Corporation.

(b) The successor corporation is a private corporation and is not a state agency, public 

corporation, or other state entity.

(c) The board o f directors o f the Alaska Radroad Corporation shall serve as the board 

o f directors for the successor corporation until a new board is elected by the shareholders.

(d) The board o f directors o f ihc Alaska Railroad Corporation shall transfer the assets 

and liab ilities o f the Alaska Railroad Corporation to the successor corporation.
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(e) The board o f directors o f the Alaska Railroad Corporation shall assign to the 

successor corporation all contracts, including collective bargaining agreements and agreements 

with connecting carriers, shippers, or other persons concerning services, operation, property, 

and facilities o f the Alaska Railroad Corporation, entered into by the Alaska Railroad 

Corporation and in effect on the date of the transfer o f assets and liabilities to ihc successor 

corporation, subject to the concurrence o f the other parties to the contract.

(0 Notwithstanding AS 42.40.300, the Alaska Railroad Corporation shall pay the costs 

incurred for the formation and operation o f the successor corporation before the effective date 

o f sec. 4 o f this Act.

* Sec. 2. ISSUANCE AND DISTRIBUTION OF STOCK; OR IG INAL BOARD OF 

DIRECTORS, (a) Upon formation o f the successor corporation under sec. 1 o f this Act, the 

board o f directors o f the Alaska Railroad Corporation shall immediately issue shares o f voting 

stock in the successor corporation to the state. The stock shall represent the value o f the 

assets and liabilities o f the Alaska Railroad Corporation at the time o f transfer to the successor 

corporation under this Act. The shares o f stock shall have a par value o f S25 per share.

(b) At the time of issuing stock under this section, the board o f directors shall notify 

the governor o f the time and place o f the first stockholders' meeting. The meeting shall be 

held w ithin 90 days alter the stock is issued.

(c) At the first stockholders' meeting, the governor shall, subject to sec. 3(b) o f this 

Act, elect seven individuals to serve as the new bouid o f directors o f the successor 

corporation, and the board o f directors o f the Alaska Railroad Corporation shall resign as 

directors o f the successor corporation.

* Sec. 3. MANAGEMENT OF SUCCESSOR CORPORATION, (a) The governor shall 

vote the shares o f stock in the successor corporation that are held by the state.

(b) I f the state is the majority shareholder in the successor corporation, the governor 

shall elect to the board o f directors one person who has at least 10 years o f experience in the 

management o f railroads in the United States; one person who is a resident, an employee o f 

he corporation, and a member o f a bargaining unit representing employees o f the corporation; 

ind five persons who arc residents and have broad experience and demonstrated competence 

n business management, finance, or law.

(o) The powers o f die su xessor corporation arc vested in the board o f directors.
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(d) By February 1, 1996, the board o f directors o f the successor corporation shall 

prepare and submit to the legislature a report on the feasibility and advisability o f placing the 

state-owned shares o f stock in the corporation with a trustee for the purpose o f voting the 

shares o f stock to maximize profits o f the corporation and or the purpose o f disposing o f the 

shares o f stock to private ownership.

* Sec. 4. TRANSFER OF ASSETS AND LIABDTTEES. The assets and liabilities o f the 

Alaska Railroad Corporation arc transferred to the successor corporation.

* Sec. 5. DIVIDENDS. If, c,i die final day o f the fiscal year o f the successor corporation, 
the state, including agcrucs tnd public corporations o f the state, owns more than 50 percent 

o f the shares issued under tl is Act, the successor corporation shall pay dividends ,o all 

stockholders o f record on the last day o f the fiscal year. Dividends shall be paid w ithin six 

months from tire end o f the fiscal year. The total amount paid as dividends under this section 

must equal or exceed 30 percent o f the net earnings o f the successor corporation for the fiscal 

year.

* See. 6. SALE OF SHARES HELD BY THE STATE, (a) The governor shall adopt 

regulations under AS 44.62 (Administrative Procedure Act) governing the sale o f state-owned 

shares o f stock in the successor corporation. Unless otherwise provided by the legislature by 

law, the governor shall evaluate proposals to dispose o f state-owned shares o f stock in the
I

successor corporation to determine whether the disposal o f the shares may hinder the ability 

o f the successor corporation to continue operation o f the Alaska Railroad, whether the state 

can recover the amount o f funds it had expended in connection with the Alaska Railroad and 

the Alaska Railroad Corporation, and whether the disposal o f the shares is in the best interest 

o f the state.

(b) The governor, or legislature by appropriation, may dispose o f state-owned shares 

o f stock in the successor corporation, i f the disposal is in die best interest o f the state.

* See. 7. THE ALASKA RAILROAD . LN'C. The name “The Alaska Railroad, Inc." is 

reserved to the exclusive use o f the successor corporation formed under see. 1 o f this Act.

* See. 8. AS 09.25.115(g) is amended to read:

(g) Each public agency shall establish the fees for the electronic services and 

products provided under this section. The Telecommunications Information Council 

may cancel the fees established by a public agency in the executive branch, except the
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fees of the University of Alaska [AND THE ALASKA RAILROAD 

CORPORATION], if the council determines that the fees arc unreasonably high.

* Sec. 9. AS 09.25.115(i) is amended to read:

(i) A public agency other than a municipality [OR THE ALASKA 

RAILROAD CORPORATION] shall separately account for the fees received by the 

agency under this section and deposited in the general fund. The annual estimated 

balance in the account may be used by the legislature to make appropriations to the 

agency to carry out the activities of the agency.

* See. 10. AS 09.25.123(a) is amended to read:

(a) The Telecommunications Information Council shall supervise and adopt 

regulations for the operation and implementation of AS 09.25.110 - 09.25.140 by 

public agencies in the executive branch [, EXCEPT THE ALASKA RAILROAD 

CORPORATION].

* Sec. 11. AS 09.25.220(2) is amended to read:

(2) "public agency" means a political suDdivision, department, 

institution, board, commission, division, authority, public corporation, council, 

committee, or other instrumentality of the state or a municipality: "public agency" 

includes the University of Alaska [AND THE ALASKA RAILROAD 

CORPORATION];

* Sec. 12. AS 23.05.360(0 is amended to read:

(0 For purposes of holding hearings, the members of the board sit in panels 

of three members. The chair designates the panel that will consider a matter. Each 

panel must include a representative of management, a representative of labor, and a 

representative from the general public. A member of one panel may serve on the other 

panel when the chair considers it necessary for the prompt administration of 

AS 23.40.070 • 23.40.260 (Public Employment Relations Act) [OR AS 42.40 

(ALASKA RAILROAD CORPORATION ACT)].

* See. 13. AS 23.05.380 is amended to read:

Sec. 23.05.380. REGULATIONS. The agency shall adopt regulations under 

AS 44.62( [THE] Administrative Procedure Act] [(AS 44 62)] to cany out labor 

relations functions under AS 23.05.360 • 23.05.390 and [.] AS 23.40.070 - 23.40.260
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[, AND AS 42.40.730 - 42.40.890].

* Sec. 14. AS 23.10.430(c)(2) is amended to road:

(2) "employer" means a person who employs one or more other persons 

and includes the state, the University of Alaska (, T H E  ALASKA RAILROAD,] and 

political subdivisions of lire state.

* Sec. 15. AS 23.10.440(c) is amended to read:

(e) In this section, "employer" means an employer that employs 15 or more 

employees at one time and includes the state, the University of Alaska, [IHE 

ALASKA RAILROAD CORPORATION.] and political subdivisions of the state.

* Sec. 16. AS 23.10.550(7) is amended to read:

(7) "state" includes the University of Alaska (, THE ALASKA 

RAILROAD.] and die executive, legislative, and judicial branches of state government 

including public and quasi-public corporations and authorities established by law.

* Sec. 17. AS 36.10.180(a) is amended to read:

(a) The preferences established in AS 36.10.150 - 36.10.175 apply to work 

performed

(1) under a contract for construction, repair, preliminary surveys, 

engineering studies, consulting, maintenance work, or any other retention of services 

necessary to complete a given project that is let by the state or an agency of the state, 

a department, office. state board, commission, public corporation, or other 

organizational unit of or created under the executive, legislative, or judicial branch of 

state government, including the University of Alaska (AND THE ALASKA 

RAILROAD CORPORATION], or by a pcutical subdivision of the state including a 

regional school board with respect to an educational facility under AS 14.11.020;

(2) on a public works project under a grant to a municipality under 

AS 37.C< 315 or AS 37.06.010;

(3) on a public works project under a grant to a named recipient under

AS 37.05.316;

(4) on a public works project under a grant to an unincorporated 

community under AS 37.05.317 or AS 37.06.020; and

t5) on any other public works project or construction project that is
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funded in whole or in pan by state money.

♦ See. 18. AS 36.30.015(c) is amended to read:

(e) The [BOARD OF DIRECTORS OF THE ALASKA RAILROAD 

CORPORATION AND THE] board of directors of die Alaska Aerospace Development 

Coqiorauon shall adopt procedures to govern the procurement of supplies, services, 

professional services, and construction. The procedures must be substantially 

equivalent to the procedures prescribed in this chapter and in regulations adopted under 

this chapter.

* See. 19. AS 36.30.050(c) is amended to read:

(c) The lists may be used by the chief procurement officer or an agency when 

issuing invitadons to bid or requests for proposals under this chapter. Ihc lists may 

be used by the legislative council and [.] the coun system [, AND THE ALASKA 

RAILROAD CORPORATION].

•  Sec. 20. AS 37.05.146(4)(E) is amended to read:

(E) funds managed by the Alaska Housing Finance Corporadon 

(AS 18.56.020). [THE ALASKA RAILROAD CORPORATION 

(AS 42.40.010).] the Municipal Bond Bank Authority (AS 44.85.020), die 

Alaska Aerospace Development Corporadon (AS 14.40.821), or the Alaska 

Industrial Development and Export Authority < AS 4-J.88.020):

* Sec. 21. AS 39.52.960(2) is amended to read:

(2) "agency" means a department, office of the governor, or entity in 

the executive branch, including [BUT NOT LIMITED TO] the University of Alaska, 

public or quasi-public corporations, and boards or commissions [. BUT EXCLUDING 

THE ALASKA RAILROAD CORPORATION];

•  Sec. 22. AS 39.52.960(4) is amended to read:

(4) “board or commission" means a board, commission, authority, or 

board of directors of a public or quasi-public corporation, established by statute in the 

executive branch [, BUT EXCLUDING THE ALASKA RAILROAD];

•  Sec. 23. AS 39.52.960(12) is amended to read:

(12) "instrumentality of the state" means a state agency or 

administrative unit, whether in the legislative, judicial, or executive branch, including
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such entities as the University of Alaska [. THE ALASKA RAILROAD,] and any 

public or quasi-public corporations, boards, or commissions; the term includes 

municipalities;

•  Sec. 24. AS 39.90.140(4) is amended to read;

(4) "public body" includes an officer or agency of

(A) the federal government;

(B) the slate;

(C) a political subdivision of die state including

(i) a municipality;

(ii) a school district: and

(iii) a rural educational attendance area;

(D) a public or quasi-public corporation or authority established 

by state law [INCLUDING THE ALASKA RAILROAD CORPORATION]; 

and

(E) the University of Alaska.

•  Sec. 25. AS 44.12.200(b) is amended to read:

(b) In this section, "state agency" means a department, institution, board, 

commission, division, authority, public corporation, committee, or other administrative 

unit of the executive branch of state government, including the University of Alaska 

[, THE ALASKA RAILROAD CORPORATION,] and the Alaska Aerospace 

Development Corporation.

•  See. 26. AS 44.19.519(2) is amended to read:

(2) state agencies" means all departments, divisions, and offices in the 

executive and legislative branches of state government and the University of Alaska: 

it docs not mean (THE ALASKA RAILROAD CORPORATION OR] an agency of the 

judicial branch of government.

•  Sec. 27. AS 44.99.020 is amended to read;

Sec. 44.99.020. USE OF PAPER A sate agency shall use both sides of pjper 

when feasible. In this section, "state agency" means a department, institution, board, 

commission, division, authority, public corporation, or other administrative unit of the 

executive. legislative, or judicial branch of sate government, including the University
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o f Alaska [, THE ALASKA RAILROAD CORPORATION,] and legislative 

committees.

• See. 28. AS 44.99.240(2) is amended to read:

(2) "state agency" means

(A ) a department, institution, board, commission, division, 

authority, public corporation, or other administrauve unit o f the cxccurivc 

branch, including the University o f Alaska (AND THE ALASKA RAILROAD 

CORPORATION];

(D) a committee, division, or administrative unit o f the 

legislative branch, including the Alaska Legislative Council, the leadership o f 

each house, and the office o f the ombudsman;

(C) an administrative unit o f the judicia l branch, including the 

Alaska Judicial Council and the Commission on Judicial Conduct.

• See. 29. AS 44.99.400 is amended to read:

Sec. 44.99.400. COPYRIGHTS. A state agency may hold the copyright for 

software created by the agency or developed by a private contractor for an agency, and 

may enforce its rights to protect the copyright. In this section, "state agency" means 

a department, institution, board, commission, division, authority, public corporation, 

committee, or other administrative unit o f the executive, judicial, or legislative branch 

o f state government, including the University o f Alaska and [,] the Alaska Aerospace 

Development Corporation (. AND THE ALASKA RAILROAD CORPORATION].

• See. 30. AS 46.14.990(18) is amended to read:

(18) "person" has the meaning given in AS 01.10.060 and also includes 

an agency o f the United States, a municipality, the University o f Alaska. (THE 

ALASKA RA ILROAD CORPORATION,] and other departments, agencies, 

instrumentalities, units, and corporate authorities o f the state;

• Sec. 31 . AS 46.17.900(7) is amended to read:
(7) "person" has the meaning given in AS 01.10.060, and includes the 

state and political subdivisions o f tne state, including [THE ALASKA RAILROAD 

CORPORATION AND ] the University o f Alaska;

• See. 32. AS 09.25.1 KXg); AS 23.05.370(a)(6); AS 36.30.990(1 )(B )(ii); AS 42.40;
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AS 4-1.33.124(12); and AS 44.99.350(3)(B) arc repealed.

* See 33. Sections I - 3. and 7 of this Act take effect July 1, 1995.

* Sec. 34. Sections 4 - 6. and 8 • 32 of this Act take effect 30 days after the election of

the board of directors of the successor corporation under sec. 2 of this Act. The governor

shall notify the re\isor of statutes of the date the directors are elected.
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CS FOR SENATE BILL NO. 64( )

IN  THE LEG ISLA TU RE  OF TH E  STATE O F A LA SK A  

N INETEENTH  LE G ISLA TU R E  - F IR ST  SESS IO N

BY
Offcrtd:

I
 Referred:

Sporuorfs): SENATE TRANSPORTATION COMMITTEE

A B IL L

'  ‘  FOR AN ACT EN T IT LE D

"An Act relating to the sale of the Alaska Railroad; and providing for an 

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

•  Section  I .  SA LE  O F T H E  A LA SKA  R A IL R O A D , (a ) The governor shall issue by 
July 1. 1996 , a request fo r proposals to purchase the A laska Ra ilroad  and a ll o ther assets o f  
the A laska Ra ilroad  Corporation .

(b ) B y  January I .  1998, the governor shall enter into an agreement to se ll the A laska 
Railroad to the most responsive o ffe ro r who agrees to

(1 ) continue operation o f  the railroad fo r a m inimum o f  2 0  years fo llow ing the 
date o f  sale o f  the A laska Railroad ;

(2 )  accept assignment o f  a ll contracts, including co llective bargaining 
agreements and agreements with connecting carriers, shippers, o r  other persons concerning 
services, operation, property, and facilities o f  the A laska Railroad  Corporation , entered into 
by the A laska Railroad Corporation and in effect on the date o f  the sale o f  the A laska

•I-
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Railroad, subject to the concurrence of the other panics to the contract; and

(3) purchase the Alaska Railroad for an amount that exceeds cither the fair 

market value of the Alaska Railroad and all other assets of the Alaska Railroad Corporation 

or the amount that the State of Alaska has expended to obtain, maintain, and subsidize the 

Alaska Railroad and the Alaska Railroad Corporation.

(c) Notwithstanding other provisions of this Act, the State of Alaska shall retain an 

easement for transportation, communicadon, and transmission purposes on all land within the 

right-of-way of the Alaska Railroad received by the state under the Alaska Railioad Transfer 

Act of 1982 (P.L. 97-468. Title VI; 96 Stat. 2556).

(d) The governor shall contract for an appraisal of the fair market value of the Alaska 

Railroad and all other assets of the Alaska Railroad Corporation by a qualified railroad 

appraiser. The results of the appraisal shall be submitted to die legislature by the 10th 

legislative day of the Second Session of the Nineteenth Alaska State Legislature. A contract 

for the appraisal under this secdon is exempt from AS 36.30.

- _ _  (e)__The. governor shall report to the legislature by the 10th legislative day of each 

regular session of the Alaska State Legislature regarding the procedures established for and 

the progress toward die sale of the Alaska Railroad as mandated by this Act.

(0  Upon the complcdon of the saia of the railroad, the governor shall dissolve the 

Alaska Railroad Corporation.

(g) The governor may adopt regulations under AS 44.62 to implement this Act.

(h) The sale of the Alaska Railroad under this Act is not subject to AS 36.30 or 

AS 42.40.

•  See 2. This Act takes effect immediately under AS 01.10.070(c).

WORK DRAFT WORK DPAFT WORK DRAFT
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A l a s k a  S t a t e  L e g i s l a t u r e

Senator Steve Ricjlcr. Clmir 
Senator Robin Tn.vlnr, Vice Clmir 
Senator l.yila G reen 
Senator Al Arlanis 
Senator G coritianna Lincoln

State Capitol 
Hooin 5 lt»
Juneau. A laska HOKOI 
(!H)7) 4ns-)»21

Senate Committee on Transportation

S p o n s o r  S ta tem en t o n  SB  64

SB  64 is in te n d ed  to  be a s tep  tow a rd  p r iv a t iz a t io n  o f  the A la sk a  R a i lro a d . It 
c re a te s  a c ap ita l s t ru c tu re  fo r  the A la sk a  R a i lro a d  C o rp o ra t io n  in  w h ich  ow n e rs h ip  
is re p re sen ted  b y  sh a re s  o f  s tock . T h e  s tock  can then be tra n s fe rre d  to  p r iv a te  
o w n e rs h ip  th ro u g h  sa le .

T h e  s ta te ’s  ow n e rs h ip  o f  the A la sk a  R a i lro a d  has c rea ted  a d i f f ic u lt  s itu a tio n  
b o th  fo r  the s ta te  a n d  fo r  the m an agem en t o f  the ra i lr o a d . B u s in ess  d e c is ion s  m ad e  
b y  th e  ra i lr o a d  in  a c om p e tit iv e  e n v iro n m en t a rc  c rit ic ized  b y  o th e r bu s inesses as 
u n fa i r  c om p e t it io n  a n d  the le g is la tu re  is a s k e d  to  in te rv e n e , in  e ffe c t second - 
g u e ss in g  the r a i l r o a d ’s d ec is ion s . T h e  ra i lr o a d  fo r  its p a rt is n o t d e v e lo p in g  its 
h o ld in g s  to  th e ir fu lle s t  e x ten t, f o r  e x am p le  in  th e  ra i lro a d 's  p o lic y  o f  n o t tak in g  
e q u ity  p o s it io n s  in  n o n -t ra n sp o rta t io n -re la te d  bus iness . In e ffe c t , as lo n g  as the  
A la s k a  R a i lro a d  is in  sta te  ow n e rs h ip  it is sub jec t to  p o lit ic a l c on ce rn s  as w e ll as 
b u s in e ss  ju d g em en t.

T h e  re s u lt  is  a s itu a tio n  in  w h ich  the  A la s k a  R a i lro a d  is  no t m a x im iz in g  its 
p o te n t ia l.

SB  64  w i l l n o t in it s e lf  p r iv a t iz e  the ra i lr o a d . H ow e v e r the ch ang e  in cap ita l 
s t ru c tu re  s h o u ld  g re a t ly  fa c ilita te  th e  t ra n s fe r  to  p r iv a te  ow n e rsh ip . A s the 
p e rc en tag e  o f  p r iv a te  o w n e rs h ip  in c reases , th e  ra i lr o a d  w i l l  b ecom e m o re  lik e  a 
p r iv a te  bu s iness . O n ce  a m a jo r ity  o f  the sh a re s  a re  in p r iv a te  h an d s , the tra n s it io n  
to  a bu s in e ss  e n t ity  w i l l e s s e n t ia lly  be com p le te .
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"An Act relating to the dissolution of the Alaska Railroad Corporation and providing for a 
successor corporation; and providing for an effective date."

Genia l  Commeqla

The S e n a t e  Transportat ion Commit tee  Subst itute  for S e n a t e  Bill No. 64 a d d r e s s e s  many  of  the 
specific concerns  r aised  by the  Alaska Railroad Corporat ion (ARRC). W e  apprec ia te  the 
Commit tee 's  efforts in this regard

The  ARRC Board of Directors h a s  not  a dop ted  a  formal position on the  p roposed  legislation 
Under  the  Alaska Railroad Corporat ion Act (ARCA). w e  unders tand  it is our  responsibility to 
o p e ra t e  the railroad a s  a  self-sustaining entity pending its eventual  t ransfer  into the  private 
sector  Whether  to privatize the  Alaska Railroad, and  how bes t  to ach ieve  this goal,  involve 
important  i s sues  It h a s  generally b e e n  our  view that t h e s e  i s sue s  a re  m ore  appropnately the 
purview of tne legislature a n d  governor.

C S S B  64  (TRA) r ep re sen t s  a thoughtful a pproach  to achieve  the goal of establ ishing a  viable 
pnva te  sector  entity to own a n d  o pe ra te  th e  railroad W heth er  it will work (10 .. whether  the  
s tock s h a re s  will be  marketable)  is unknown The legislature may  want  to ana lyze  this 
ques t ion  in detail before  setting into motion the dissolution of the  current  s ta te -owned  
corporation

IaiilOLCfiOttfil

Another  issue  to note  re la tes  to the  operat ion an d  m a n a g e m e n t  of the  railroad during the 
interim pehod  be tw e en  establ ishing the  n e w  corporation an d  disposing of tho s tock sha re s ,  
The ARRC previously s u g g e s t e d  using a  trust  m echan ism  with a  qualified financial institution 
a s  o n e  m ethod  to cons ide r  Under  this approach,  tho appoin ted t rustee would be unde r  a  
fiduciary obligation to control tho s tock in the  hes t  interests  of the new  s u c c e s s o r  corporation 
an d  would also be  required to actively s e e k  a  buyer  for the  stock The  trust o g reem en t  could 
a lso  provide that the governor  would h a v e  tho final approval  of any sa le  of the  stock

Sec t ion 3(d) w as  a d d e d  in the  CS  a s  a  way to allow examinat ion of the  t rus tee  concep t  
However ,  a s  present ly s tructured it will t ake  a  s u b s e q u e n t  act  of tho legislature to t ake  this 
s t e p  if r e c o m m e n d e d  by the  examinat ion The t rus tee app roach  may  offer the  bos t  c h a n c e  for 
the  new entity to o pe ra te  independent ly  with the minimum a m c u n t  of interference The  ARRC 
respectfully s u g g e s t s  more  considerat ion of tho Uustco idea  a s  this bill rnovos through the 
legislature, p e rh a p s  with the addition of specific an d  pert inent sale condit ions d es igned  to 
attract potential buyers

I trust this r e sponds  to the  r eque s t  for a  position paper  on the  C S  The ARRC s tands  ready  to 
cont inue working w>th the legislature on  this matter

v / v ' / . r
D ate
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Senate Bill - 64

"An Act relating to the dissolution of the Alaska Railroad Corporation and providing 
for a successor corporation; and providing for an effective date."

This bill h a s  merit  b e c a u s e  it a p p e a r s  to es tabl ish  the  viable pr ivate s e c to r  type of 

e c o n o m i c  entity with the  p o w e r s  an d  dut ies  n e c e s s a r y  to o p e r a t e  a n d  m a n a g e  the railroad 

on  a  sc if -sus tainmg o a s i s  that  w a s  originally in tended  by the  1984  S ta te  Legi s la ture  w hen  

it a p p r o v e d  the  t ransfe r  of the  rai lroad to the s ta te  Although A laska  Rai l road  Corporat ion 

(ARRC) only recent ly  r e c e iv e d  a  copy of SB 64 a n d  h a s  not  h a d  t ime to thoroughly 

a n a ly z e  it. w e  h a v e  the  following c om m e n ts .

1 THE STATE SHOULD PAY FOR THE APPRAISAL.

Sec t ion  1 of the  bill r e q u i r e s  ARRC to ob tam an d  pay  for a n  a p p ra i s a l  of the  value of 

a s s e t s  a n a  liabilities Whei  • .  '  s t a t e  a g r e e d  to buy the  Alaska  Rai l road from the  federal  

g o v e rn m e n t ,  the  f edera l  g o v e r n m e n t  ob ta ined  an appra i sa l  of ail o f  th e  real  e s t a t e  a n a  

p e r s o n a l  properly o w n e d  by the  rai lroad at the time of t r an s fe r  T h e  a pp ra i sa l  cost  

approx im ate ly  St 7 million in addit ion to this amoun t ,  tne s t a t e  e x p e n d e d  approximate ly 

S2 million for addit ional  acquis i t ion a s s e s s m e n t s ,  facility a s s e s s m e n t s  a n d  legal  advice 

per ta ining to the  t rans fe r  of a s s e t s  ARRC simply d o e s  not  h a v e  the  m o n e y  to pay for 

t h e s e  kinds of e x p e n s e s  S ince  the  s ta l e  is r eques t ing  the a pp ra i sa l  a n d  b e c a u s e  it will 

b e  the  pnm ary  benefi&ary of the  resu l ts  of the  appraisal ,  it shou ld  c a y  tne  c o s t s  thereof

2. N EW  BOARD QF D IR E C T O R S

Sec t ion  3 of t n e  bill in effect r equ i r e s  the  governor  to appoint  n ine  individuals  to s e rv e  a s

V ' :  i -T-  ~ — *. -  . — * -  •« ••



the new board  of directors for the s u c c e s s o r  corporat ion However  there  is no  mention 

of the qualifications for the  new board  m em b e rs ,  whether  the board  will include 

r ep re sen ta t ives  from ARRC's  labor  groups ,  the  communit ies  m which ARRC ope ra tes ,  cr 

other  public or private entities or wna t  tho p o w e rs  a nd  dut ies  of the b' -ard will be. ARRC 

a lso  que s t ions  why the n u m b er  of directors w a s  increased  to nine 

3 ISSUANCE AND DISTRIBUTION OF STOCK

a r r c  bel ieves  that the s tock i ssued  pu r su a n t  to Section 2 of the bill should  b e  held in

trust by a financial institution qualified for that  pu rpose  The t rus tee  would b e  unde r  a

fiduciary obligation to control the s tock in the bes t  interests  of tho n e w  s u c c e s s o r

corporat ion a n d  would also be  required to actively s e e k  a buyer  for the stock.  The  trust

a g r e e m e n t  would al6o provide that the  gove rnor  would h a v e  the  final approval  of any  sate

of the stock.*
The foregoing r ep re s en t s  ARRC'S preliminary review of SB-64 ARRC m ay  provide 

additional c o m m e n t s  o nce  it h a s  hod  t ime to thoroughly a na lyze  the  m y n a d  of legal and  

practical i s s u e s  that may  a n s e  by the c h a n g e  con tem pla ted  by this bill
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SUBJECT:

TO:

FROM:

Corporate Structure of Alaska Railroad 
(Work Order No. 9-LS0579U)

Senator Steve Ricger

George UtermohU^i//
Legislative Counsel

This memorandum accompanies the bill that you requested relating to the corporate structure 
of the Alaska Railroad

The bill Mandates that the board of directors of the Alaska Railroad Corporation incorporate 
a new private corporation under the Alaska Corporations Code (AS 10 06) This new 
corporation, the successor corporation, will replace the current Alaska Railioad Corpo ation. 
Thirty days alter the election of the board of directors of the successor corporation, the assets 
and liabilities of the Alaska Railroad Corporation will be transferred to the successor 
corporation and the Alaska Railroad Corporation (AS 42.40) will be repealed

The draft bill establishes a mandate and the authority to dissolve the Alaska Railroad 
Corporation in favor of a successor corporation. 1 lowcvcr, the bill establishes only the barest 
framework for the complicated transactions that will be necessary to achieve the purposes of 
the bill Broad discretion is delegated to the board of directors of the Alaska Railroad 
Corporation and the Governor to implement this bill.

In exchange for transferring certain assets of the Alaska Railroad Corporation to the 
successor corporation, the state receives all shares of stock issued in the successor 
corporation The successor corporation is to be a private corporation subject to all laws that 
apply to private corporations, including taxation and antitrust laws. The successor 
corporation is not a state agency, public corporation, or other state entity. The state’s 
ownership of shares in the successor corporation docs not make it a public corporation any 
more than state investment in shares of IBM makes IBM a public corporation

Though the successor corporation is not a public corporation, the state, as shareholder, will 
be liable for any liabilities of the corporation that exceed the value of its assets if such a 
situation should ever occur while the state still holds shares in the corporation, AJso,



numerous rights and obligations bestowed upon persons by virtue o f their status as 
shareholders in a corporation under AS 10.06 w ill fall upon the state.

The bill provides that the successor corporation shall pay dividends to shareholders if, on the 
last day o f the corporation’s fiscal year, the state holds more than 50 percent o f the initial 
shares issued in the corporation. The dividend must equal or exceed 30 percent o f the 
corporation's net earnings for the fiscal year.

I f 1 may be o f further assistance, please advise.

G U k lb 
95-022 klb 
Enclosure

S e n a t o r  S t e v e  R i e g c r

J a n u a r y  3 0 ,  1 9 9 5
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S e n a t e  Bill - 64

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

This bill h a s  merit  b e c a u s e  it a p p e a r s  to e s tab l ish  the  viable p n v a te  s e c t o r  type of 

e c o n o m i c  entity with the  p o w e r s  a n d  dut ie s  n e c e s s a r y  to o p e r a t e  a n d  m a n a g e  the railroad 

on  a  se lf- sustaining b a s i s  that  w a s  originally in te n d e d  by the  1984  S t a t e  Legis la ture  when  

it a p p r o v e d  the t rans fe r  of the  rail road to the s t a t e  Although A la ska  Rai l road Corporat ion 

(ARRC) only recent ly  r ec e ive d  a  copy of SB 64  a n d  h a s  no t  h a d  t ime to thcrougniy 

a n a ly z e  it. w e  h a v e  the  following c o m m e n t s ;

1 t h e  state s h o u l d  pay por t h e  appraisal

Sec t ion  1 of the  bill r equ i res  A R R C  to obtain  a n d  pay for a n  a p p ra i s a l  of the  value of 

a s s e t s  a n a  liabilities W h e n  th e  s t a t e  a g r e e d  to buy the  Alaska  Rai l road  from the  federal  

g o v e rn m e n t ,  the  f edera l  g o v e r n m e n t  o b t a in e d  a n  appra isal  of all of the  rea l  e s t a t e  and  

p e r s o n a l  property  o w n e d  by the  rai l road at  the  time ol t r a n s fe r  T h e  a p p ra i s a l  cost  

approx im ate ly  $1.7  million in addi t ion to this a m o u n t  the  s t a t e  e x p e n d e d  approximate ly  

$2  million for addit ional acquis i t ion a s s e s s m e n t s ,  facility a s s e s s m e n t s  a n d  legal advice 

pe r ta in ing  to the  t ransfe r  of a s s e t s  ARRC simply d o e s  not  h a v e  the  m o n e y  to pay for 

t h e s e  kinds of e x p e n s e s  S in c e  t h e  s t a t e  is r eq u e s t in g  the  ap p ra i s a l  a n d  b e c a u s e  it will 

c e  the  pr imary beneficiary of t h e  resu l t s  of t h e  appra isal ,  it s h ou ld  p a y  the  c o s t s  thereof

2 N E W  BOARD QF D I R E C T O R S

Sec t ion  3 of the  bill m effect r e q u i r e s  the  g o v e rn o r  to appoint  n ine  individuals  to s e rv e  a s



the new board  of directors tor the s u c c e s s o r  corporation However  there  is no  mention 

of the qualifications for the new board  m e m b e r s  whe the r  the board  will include 

repre sen ta t ives  from ARRC's  labor  groups ,  the  communit ies  m whicn ARRC o p e ra t e s ,  or 

other  public or private entities or what  tho p ow e rs  an d  dut ies  of the  b^ard  will be.  ARRC 

also ques t ions  why the num ber  of directors w a s  increased  to nine 

3 ISSUANCE AND DISTRIBUTION OF STOCK

a r r c  bel ieves  that the s tock i ssued  pu rsuan t  to Section 2 of the bill shou ld  b e  held in

trust by a  financial institution qualified for that  purpose.  The t rus tee  would b e  u nde r  a

fiduciary obligation to control the s tock in the  bes t  in terests  of the n e w  s u c c e s s o r

corporation a nd  would also be  required to actively s e en  a buyer  for the stock.  The  trust

a g r e e m e n t  would also provide that  the g overnor  would h a v e  the final approva l  of any  sale

of the stock.*
The foregoing r ep re sen t s  ARRC's  preliminary review of SB-64 ARRC m ay  provide 

additional c o m m e n t s  o n c e  it h a s  ha d  t ime to thoroughly ana ly ze  the  m y n a d  of legal and  

practical i s s u e s  that  may  a n s e  by the c h a n g e  con templa ted  by this bill.
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Division of Legislative Audit
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Members of the Legislative Budget 
and Audit Committee:

In accordance with the provisions of Title 24 of the Alaska Statutes, the attached repoit is 

submitted for your review.

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT 
ALASKA RAILROAD CORPORATION 

SHIP CREEK REDEVELOPMENT FOLLOW-UP

November 17, 1994

Audit Control Number 

08-4479-95

>\s stated in the Objective, Scope, and Methodology section of this report, the purpose of the 
audit was to update our review of the redevelopment and to present the current status of the 
significant issues and findings presented in our initial audit report on the Alaska Pailroad 
Corporation’s Ship Creek Redevelopment project, dated May I, 1992.

The audit was conducted in accordance with generally accepted government auditing 
standards. Audit scope and methodology arc discussed in the Objective, Scope, and 
Methodology section of the report. Audit results can be found in the Report Conclusions 

section. 1

$ u t& -Randy  SC W e lk e r . C P A  
Legislative Auditor
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Q B J K C T I V K S .  S C O P E .  A N D  M E T H O D O L O G Y

In accordance w ith T it le  24 o f  die A laska  Statutes and a special request by the Leg is la tive  
Budget and Audit C om m ittee , we conducted a fo llow -up  audit o f  the A laska R a ilroad  
C o rp o ra t ion ’ s (A R R C ) Sh ip  C reek Redeve lopm ent pro ject. The ob jective , scope, and 
m ethodo logy  o f  ou r rev iew  were as fo llow s .

O b jec tive

The ob jec tive  o f  the audit was to update o u r rev iew  o f  the redevelopm ent and to present the 
current status o f  the s ign ifican t issues and findings discussed in the D iv is ion  o f  le g is la t iv e  
Audit report Department o l Commerce and Economic Development, Alaska Railroad 
Corporation, Ship Creek Redevelopment, dated M ay 1. 1992 .

S cope ami M ethodo logy

O u r exam ination included rev iew ing relevant A laska  Statutes. A R R C  leases and contracts, 
session law s o f  A laska , accounting data and schedules, financia l statements. A R R C  board 
po lic ies . A R R C ’ s procurem ent code, m edia reports, court judgem ents, the Sh ip  C reek  
Redeve lopm ent m aster p lan , and correspondence between parties.

A dd ition a lly , we conducted various in terview s w ith management and s ta ff o f  A R R C . the 
A nchorage Econom ic D eve lopm ent C o rpo ra tion , the Department o f  A dm in istra tion , the 
M un ic ipa lity  o f  Anchorage, and the Sh ip  C reek deve loper. L oP a lin  and C om pany .

-I -AI A l l  A «urt liM U A n il w v n x j s  a*  i m t i A m i  a * u t
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O R G A N I Z A T I O N  A N D  F U N C T I O N

The Alaska Railroad Corporation (ARRC or the railroad) was established by Alaska 
Statute 42.40 after the railroad was purchased for $22.3 million by the Slate from the federal 
government in January 1985. ARRC is a public corporation and an instrumentality of the 
State within the Department of Commerce and Economic Development, but by statute, it has 
a legal existence independent of, and separate from, the State. T he corporation's Board of 
Directors is responsible for its management, but has delegated the powers and duties 
necessary for the administration of daily affairs and operations of the corporation to the chief 
executive officer (CEO). In turn, the CEO has designated other executive officers to oversee 
the various departments.

ARRC maintains 661 miles of track stretching from Seward to Fairbanks and provides both 
passenger and freight service. The railroad also has title to substantial land holdings. While 
the railroad carried over 450.000 passengers in 1993, the majority of its revenue is derived 
from freight transportation and real estate activities.

The site of the redevelopment project that is the primary subject of this audit totals 
approximately 120 acres and is located north of downtown Anchorage; it includes both 
ARRC’s corporate headquarters and the railyards. as well as adjacent ARRC land that had 
been leased to private businesses and the Municipality of Anchorage. The expanse is 
primarily cither undeveloped or used for commercial and industrial purposes. However, 
based upon a consultant's study completed in 1989, ARRC envisions redeveloping the land 
into a multi-use tourist-oriented waterfront center. The Ship Creek Redevelopment project 
is the outgrowth of that plan.

AiAi&A m r »  i iM t tA m i
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K  K F O K T  C O N C L U S I O N S

As stated in the Objective, Scope, and Methodology section of this report, the purpose of (he 
audit was to update our review of the redevelopment and to present the current status of the 
significant issues and findings discussed in the Division of Legislative Audit report 
Department of Commerce and Economic Development, Alaska Railroad Corporation, Ship 
Creek Redevelopment, dated May 1. 1992.

The concerns discussed in our initial audit dealt primarily with the redevelopment’s master 
developer selection and negotiation of the master lease, the Inn-Vcstmcnt Associates of 
Alaska (IAA or the partnership) Comfort Inn hotel project, the Alaska Railroad Corporation 
(ARRC or the railroad) headquarters office building project, and compliance with the 
conditioning language and legislative intent of an appropriation for the redevelopment 
project. Several of the issues appear to have been satisfactorily resolved. Our primary 
concern at this point is whether the development will be successful. As discussed below, 
little tangible progress has been made to date; while a number of projects and works have 
been discussed, little construction has taken place. However, by mid-1995, considerably 
more will be known about the redevelopment’s prospects for success. Two critical do . Mines, 
each requiring separate specific actions, must be met by March and April ol 1995 to 
respectively avoid lease default and/or possible rcappropriation of monies targeted for the 
redevelopment. Whether and how these deadlines .ire met wilt provide substantial insight 
into the redevelopment’s future.

The Shin Creek Redevelopment project has yielded little construction to date

The mar ter lease between ARRC and Michigan-based LoPatin and Company (hereinafter 
referred to as LoPatin or the developer) became effective March I, 1992. The lease is for 
a term of five years and initially included thirty-seven acres of ARRC land within the Ship 
Creek basin; this area was subsequently increased to include approximately sixty additional 
acres of adjacent land that had been leased by ARRC to the Municipality of Anchorage 
(MOA).

In the first two and one-half years of the lease, certain preliminary-type activities have taken 
place; however, very little construction has occurred. The developer has leased the old 
ARRC General Office Building (GOB) from the railroad and is presently completing 
renovation and code upgrades with a view toward subleasing. Additionally, LoPatin has 
leased a site from ARRC to be utilized as an RV park with certain infrastructure upgrades 
having taken place. Also, renovation and remodeling of another ARKC structure leased by 
the developer will yield a small amount of office space available for subleasing.

Phase I of Lopatin's master plan called for four centerpiece projects, including a tourist 
amenity, an office building complex, an upscale hotel property, and a residential housing 
component. When plans for these developments were announced, required zoning variances

AJ A i k  A f T A t l  I J i a U A I t l l
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were requested from MOA. Considerable opposition was encountered from various 
neighborhood associations and significant debate ensued. A compromise was reached that 
imposed height restrictions and altered the locations of certain developments. The railroad 
informed us that the process extended longer than anticipated and effectively forestalled 
construction during 199.4. As such, in ARRC s and LoPatin’s view, the development was 
set back for a year; until the zoning issue was resolved, the developer was reticent to pursue 
or finalize commitments for development.

Since the zoning problems have been addressed, LoPatin informed us that Phase I 
development is now proceeding. As of the date of this report, however, none of the four 
primary projects envisioned have commitments in place. The residential housing and the 
office building complex will hopefully break ground in 1996 or soon thereafter; perceived 
weakness for both in the marketplace was said to be the cause of this delay. While various 
entities have expressed interest, according to the developer, there is no current commitment 
for the upscale hotel, either. However, LoPatin feels that this project will come to fruition 
soon; the developer anticipates a commitment from a national hotel corporation by the first 
quarter of calendar year 1995, with construction commencing later that summer or autumn.

Likewise, the planned tourist amenity docs not have a commitment in place. This project 
is considered to be one of the showcases of the redevelopment, an attraction that will draw 
and retain people in Anchorage, flic developer’s current plan for this amenity is the 
Northern Crossroads Discovery Center, a multi-use facility including a theater and museum; 
LoPatin would be a shareholder in the for-profil corporation established for this purpose. 
LoPatin is pianning on using the tax-exempt bonding authority of the railroad to finance the 
majority of the estimated $55 million required to procure this facility. Alaska Statute 
(AS) 42.J0.285 requires legislative approval of the issuance of bonds by ARRC; Chapter 77, 
Session Laws of Alaska (SLA) 1994 authorized the railroad to issue revenue bonds of not 
more than $55 million for the construction and acquisition of the amenity. This approval is 
contingent upon the railroad’s Board of Directors determining the project is feasible and 
financially viable. To make this determination. ARRC must conduct a study of such; the 
cost of this study must be borne by a private party, most likely the developer or lessee of 
the facility.

If the project is determined to be feasible and financially viable, ARRC may loan the 
proceeds of the bonds to a public or private entity i* acquire, construct, and operate the 
center. The bonds are to be non-recourse obligations of ARRC and would only be payable 
from the revenues v* assets provided to the radro.nl from the owner of the Discovery Center. 
Chapter 77 specifically requires that each bond sold contain on its face a statement that the 
bond is only payable from these proceeds and that the State is not liable for its payment. 
ARRC and LoPatin have conducted preliminary discussions with bond houses regarding 
placement; however, the railroad has not begun drafting the rcqucst-for-proposal for the 
feasibility study as of the date of this report. ARRC has stated that the feasibility study 
could be completed by the first quarter of calendar year 1995 and, it the project is 
determined to be viable, the bond package could be offered relatively shortly afterward; 
construction could begin in late 1995.

A IA 'X A  (TATS IJ n iU A T V V Ii
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At this point, the redevelopment appears to be to ta lly  under L oP a tin ’ s c on tro l; it docs not 
appear that A R R C  is m icro-m anaging the process. The master lease agreement requires 
LoPatin  to obtain w ritten app rova l from  A R R C  fo r  p lans and specifications p rio r to 
“ significant work’ ’ (d e fined  within the lease) being perfo rm ed . H ow ever, A R R C  appears 
content to  a llow  LoPatin  considerab le latitude in the deve lopm ent o f  the specific p ro jects, 
as long as they rem ain w ithin the general scope o f  the m aster p lan . W h ile  there is an 
obv iou s necessity fo r  A R R C  to remain aware o f  the progress o f  the specific pro jects and 
w orks , we agree that there is a benefit to a llow ing  the deve loper leew ay in managing the 
o ve ra ll deve lopm ent; this must be tempered w ith A R R C ’ s management o f  the deve lope r to 
ensure perfo rm ance goa ls are rea lized  w ithin specified tim efram es. A dd ition a lly , as the 
ra ilroad  is a pub lic ly -ow ned corporation  and there fore the redeve lopm ent pro ject taking place 
on  pub lic ly -ow ned lands, A R R C  must ensure that the redeve lopment process is conducted 
in an appropriate m anner; the pub lic process must con tinua lly  be met.

A de fau lt p rov is ion  in the master lease requires action bv LoPatin

The master lease agreement provides that LoPatin  m ay extend the term o f  the accord fo r  up 
to two add itional term s not to exceed five  years each i f  spec ific  developm ent goa ls are 
reached.

A ccord ing to  the lease, tiic deve loper is required to "diligently pursue such (private 
investment I commitments . . .  to a fin a l result o f  tlte issuance o f  certificate!s) o f  occupancy 
f o r  development projects on the leased premises totalling not less than $7.0 million within 
three (J )  years o f (March I. 1992J."

The lease is silent on  what "diligently pursue*’ constitutes o r  how  the requirements o f  this 
paragraph arc to be measured. A dd ition a lly , the lease language as presented appears open 
to d iffe ren t interpretations. However, it appears that, at an abso lu te m in im um , some p ro o f 
that the deve loper has aggressive ly  sought com m itm ents o f  at least $ 7  m illio n  by March 
1995 must be evident to avo id  de fau lt. Both LoPatin  and A R R C  are con fident that these 
com m itm ents w ill be in p lace p rio r to this tim e. Accord ing to unaudited data p rov ided by 
A R R C . o ve r $ 9 0 0 ,0 0 0  has been spent by LoPatin  on the G O B  re fu rb ish ing , app rox im ate ly  
$ 8 0 0 ,0 0 0  is the estimated cost o f  renovating the sm a lle r o ff ic e  structure , and in frastructure 
w o rk  has taken place on the R V  park . A dd itiona lly , the hote l p ro ject agreement is estimated 
to  be fin a lized  by M arch 1995 : in A R R C ’ s v iew , this cou ld  represent between $ 12  m illio n  
and $ 1 8  m illio n  depending upon the scope o f  the project.

U nder the master lease. A R R C  cash ou tflow s exceeded receipts by $53\0<H )

The master lease agreement between LoPatin  and A R R C  p rovides that the deve loper w ill pay 
annual rent to  the ra ilroad  fo r  the leased acreage. The accord a ffo rd s  LoPatin  the opportun ity 
to  reduce the amount paid through credits lo r  qua lify ing  start-up costs as defined in the 
In terna l Revenue C ode , subject to  a yea r ly  m axim um ; qu a lify in g  start-up costs may exceed

A IA U A  ST A l l  i m U A f m
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ihe annual rent with the excess paid to the developer. Additionally, rents due ARRC from 
pre-existing leases in the redevelopment area arc assigned to LoPatin.

The result of this agreement is that, through mid-October 1994, the railroad has paid 
approximately 5533,000 to LoPatin over and above amounts received from the developer; 
(his is an unaudited cumulative figure since the inception of the lease in March 1992. As 
individual projects progress and rents arc renegotiated based upon criteria provided within 
the master lease, ARRC believes this balance will shift in the railroad's favor.

The 55.5 million appropriation for infrastructure is not vet available

Chapter 96, SLA 1991 provided 55.5 million in state grant monies to MOA for access, 
tidclands till, and utility upgrades for the Ship Creek Redevelopment project. This 
appropriation staled that receiving these funds was conditional upon a development 
agreement being approved by the Anchorage Economic Development Corporation (AEDC) 
and ARRC that included private investment commitments equal to or exceeding the 
appropriated amount. Accompanying legislative intent language provided that if this 
agreement was not approved by AEDC and ARRC by April 30, 1992, the funds would then 
be available for rcappropriation.

In our previous audit on the subject, we noted that the matching private investment section 
of the development agreement did not provide assurance that the conditioning provision had 
been met; as such, the grant monies should not have been available for expenditure. 
However, the Department of Administration (DOA) had previously issued the standard 20% 
advance of the grant to MOA. DOA's realization that the conditioning provisions of the 
appropriation had not been met prompted a request that MOA either document the required 
private investment commitments, petition the legislature to change the conditioning language, 
or return the advanced 51.1 million. Chapter 41, SLA 1993, while not removing the 
matching requirement, amended the legislative intent language accompanying the 
appropriation by staling that the intention of the legislature is that the appropriation be 
available for rcappropriation if the required private investment commitments have not been 
obtained by April 31). 1995.

The current status of the grant monies is that no substantive change has occurred that would 
permit the release of the funds; sufficient private investment commitments have not been 
obtained and documented and the municipality is still retaining the advanced funds. MOA 
has stated that it believes the conditioning language has been met through the inclusion of 
the Comfort Inn hotel project and the new ARRC headquarters building; the municipality’s 
argument is that both represent sufficient private investment. We disagree. As discussed 
further below, the Comfort Inn hotel project has ARRC as a 4<)£ owner that is jointly and 
severally liable for all debts, whi'e the new headquarters building was a custom design/build 
for ARRC in return for a long-term office lease; substance over form must prevail in 
dclcrminir" whai is to be considered private investment. Additionally, ARRC and AEDC 
agreed to specifically exclude these projects from consideration of matching commitments 
during formulation of the Ship Creek development agreement in 1992.

-H-
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MOA has indicated that it intends to seek reimbursement from the grant monies for 
approximately $546,000 in infrastructure improvements completed prior to DOA informing 
them the conditioning language had not been met. We believe that these costs should not 
be considered as reimbursable until the conditioning language is met.

As discussed earlier, LoPatin must, in order to comply with the master lease requirements, 
demonstrate diligent pursuit of private investment cs, .mitments totalling at least $7 million 
by March I, 1995. Both LoPatin and ARRC are confident that this will occur and that 
sufficient private investment commitments will be obtained and documented prior to the date 
the legislature intends the monies to be available for rcappropriation. As discussed earlier, 
the work underway on the oM ARRC GOB, the RV park, and the renovation of the other 
ARRC structure into office space will contribute to this end as will a hotel agreement, if it 
constitutes an enforceable contract. DOA has affirmed that a minimum of $5.5 million in 
commitments must be documented prior to grant reimbursement; no piecemeal approach will 
he permitted.

The status of ARRC’s Comfort Inn hotel investment is still unknown

As we discussed in the previous audit, in 1991 ARRC entered into a partnership with four 
groups of husband and wife investors from Spokane, Washington for the purpose of 
financing, constructing, operating, and maintaining a ninety-six room Comfort Inn hotel on 
a site within the Ship Creek basin owned by ARRC. In return for providing a thirty-five 
year lease of approximately 1.6 acres upon which the hotel was constructed, the railroad was 
given a 40% interest in the IAA partnership.

As the partnership agreement provides that all partners have unlimited liability, we were 
concerned that ARRC had entered into this agreement without clearly documenting the other 
partners’ financial capacities. This concern was heightened when the other investors’ initial 
contributions to the partnership did not consist of tangi! 'c assets in return for their 60% 
capital interest. For the previous audit, ARRC declined to provide IAA financial statements 
for our review. However, for our current engagement, the railroad agreed to provide us with 
unaudited partnership financial statements and to furnish us with the audited statements when 
completed. Our reporting of the financial aspects of the project is constrained by AS 
42.40.220(b) which limits public disclosure of proprietary information related to ARRC.

IAA contracted with a public accounting firm to perform a financial audit of the partnership 
from inception through 1993. However, ARRC has stated that the then-managing partner 
refused to provide sufficient records and documentation to the auditors. This scope limitation 
required the public accounting firm to issue a disclaimer of opinion on the financial 
statements. As such, no objective assessment of the viability of the railroad’s investment can 
be made. ARRC informed us that the partnership is pursuing legal action against the former 
managing partner to allow the auditors sufficient access to the records to complete the 1994 
audit.

AIAMA m n  IJMMAIVMl division ok n u n  Arm . ai no



We strongly urge the railroad to obtain access to all of the partnership’s records and have 
an audit completed for the entire period since inception, not just 1994. The former managing 
partner’s refusal to provide records is a "red flag” that should not be ignored.

The Com fort Inn hotel is s till w ithout permanent financiim

IAA obtained interim financing for the initial stages of the project including construction and 
start-up phases from an Alaskan bank. In the three years since that occurred, the partnership 
has still not secured long-term financing. We understand that IAA is currently negotiating 
with two financial institutions based outside of Alaska. While utilizing interim financing on 
a long-term basis can heighten exposure to interest-rate fluctuation risk, market conditions 
during this time period have been such that this has not been a significant factor. 
Nonetheless, to hedge against volatility, it appears to he in the partnership’s, and therefore 
ARRC’s. best interest to secure this financing in the near future. However, we believe that 
financing will be difficult to obtain as long as the partnership's financial statements are 
clouded by the independent auditor’s disclaim r of opinion.

lu iu ity investments in non-transportation activ ities are now prohibited

One of the issues raised in the previous audit with far-reaching consequences was that of 
ARRC’s 40% equity holding of the IAA partnership. Alaska Statute 42.40.250 gives ARRC 
the right to invest in equities; this is appropriate given the profit-oriented nature of the 
corporation. However, if the railroad is able to exercise significant influence over the 
operations of a private company doing business in Alaska, our concern is whether Alaskans 
should be given the benefits of the public process such as procurement and open meetings.

ARRC’s Board of Directors addressed this concern for future developments through the 
issuance of Board Rule No. 17, adopted November 23, 1993. This Rile slates, in pan, that

it is the policy o f  (ARRCI not to use its real estate or other corporate assets 
to obtain an equity position in a non-transportation activity. A "non- 
transportation activity" is any activity not related to the core business o f 
transportation. For purposes o f the Policy, the term is specifically deemed to 
include hotels and other lode inn facilities, (emphasis added)

The rule continues that “extraordinary” situations or circumstance may arise w here a public 
consensus may be generated supporting investment in an otherwise prohibited activity. The 
Board may authorize such activity if the investment is proposed by a third party, is in the 
public’s interest, and docs not compete with a viable private enterprise. However, such an 
activity can only commence subsequent to notice being provided to the public, the governor, 
and the legislature.

This policy addresses this important issue for new pi ejects; the IA A/Comfort Inn project is 
not retroactively affected. However, as discussed below, ARRC is aggressively reviewing 
developments in a number of different communities where it has substantial land holdings;

aiaska m n .  u o u A t v u  ® division of u cu iA n v t. a» . n



this rule will impact the manner in which many of these projects will he structured. Further, 
as delineated in the master lease agreement with LoPatin, ARRC has the opportunity, 0 11 a 
projcct-by-projccl basis, of taking equity positions in the Ship Creek Redevelopment 
activities; this policy will likely have considerable impact in this arena also.

We concur with the Board’s recognition of the difficulties that arc inherent to a publicly- 
owned corporation maintaining significant equity investments in companies competing in the 
private sector. The policy as adopted appears to be sufficient to address our concerns 
regarding future projects. The new rule is evident in ARRC's plans to develop its extensive 
land holdings in other Alaskan communities, specifically Fairbanks and Seward. Planned 
hotel projects in both communities are being developed without railroad involvement as 
owners; ARRC’s rule is limited to leasing the site upon which the hotels are to be 
constructed.

One rcmainint! lawsuit

In the previous audit, we discussed three distinct lawsuits Filed naming ARRC or the IAA 
partnership as a result of Ship Creek Redevelopment activities. One of the suits was settled 
prior to the release of the previous audit and was discussed therein. Of the other two, one 
had a preliminary judgement issued and is currently being appealed while the other has been 
resolved.

One lawsuit was filed against the state Department of Labor (POL) by IAA and related to 
the Comfort Inn hotel construction. Due to the substantial involvement of the railroad, DOL 
held the position that the development should be considered public construction as defined 
in AS 36.95.010 and therefore be required to comply with prevailing wage standards as 
stated in AS 36.05, commonly referred to as the state Little Davis-Bacon Act. and AS 36.10. 
requiring a local hire employment preference. POL’s attempt to enforce these provisions 
was met with substantial opposition from the partnership which tiled a motion in state 
Superior Court requesting a summary and declaratory judgement. In June 1993, the court 
granted that judgement, ruling that the Comfort Inn project was not subject to AS 36.05 as 
it was neither public construction nor public works as defined by AS 36.95.010. However, 
POL has appealed the case to the state Supreme Court. Oral arguments have been heard and 
a decision is expected in early 1995. If POL prevails, the partnership estimates they would 
be required to pay an additional $550,000 to $600,000 in wages and fringe benefits.

The other lawsuit was an administrative appeal against ARRC by Historical Redevelopment 
Corporation (HRC). an unsuccessful offeror for the design/build contract lor the railroad s 
new office building. HRC charged ARRC in state Superior Court with a myriad of 
allegations regarding the procurement of the new structure. In September 1992 the court 

dismissed the case.

At A IK  A STATl I IU M A U K 1 .
- I I -
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A R R C  still docs not m ain ta in  deta iled procurement regu lations

While not the primary focus of our previous audit, in our report we did note a number of 
occurrences where ARRC had difficulty complying with its own procurement rules. While 
individual procurements were not specifically reviewed as a part of this follow-up audit, we 
do recognize that ARRC has made a number of modifications to its procurement rules, some 
of more substance than others. Our cursory review noted that certain provisions appear to 
have been added as a result of procurement protests or appeals.

However, ARRC still does not maintain detailed procurement regulations similar to those 
followed by executive branch agencies of the State. Such detailed guidelines help agencies 
ensure procurement compliance.

a i a m u  m n .  u u i u n n
-12-
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A L A S K A  R A I L R O A D  C O R P O R A T I O N

Corporate Address: P.O. Hox 107500, Anchorage, Alaska 99510
327 \V. Ship Creek Avenue, Anchorage, Alaska 99501

December 27. 1994

Randy S. Welker. CPA. Legislative Auditor 
Legislative Budget and Audit Committee 
Division of Legislative Audit 
P.O. Box 113300 
Juneau. Alaska 99811-3300

Review of Legislative Audit 08-4479-94

Dear M r. W e lk e r:

Alaska Railroad Corporation staff have reviewed the Preliminary Audit Report. Subject:
Ship Creek Redevelopment Follow-up dated November 17, 1994 and offer the following
comments:

On Page 5 - the references to LoPatin renovating the Old General Office Building (GOB) 
would be more accurate as follows: LoPatin lias leased from the ARRC, 
two floors o f the GOB. and is completing a SI. 000.000 code renovation 
and upgrade. LoPatin has tenants fo r  over 80% o f these two floors. This 
project accommodates The World Trade Center' group on the schedule 
originally intended fo r the new Office Building (delayed by zoning).

On Page 5 - the references to LoPatin developing an RV Park on ARRC land in Ship Creek 
would be more accurate as follows: the project includes utilities and 
a building. The total investment is S800,000.

On Page 5 - the reference to another ARRC structure, incorrectly assigns this project to
LoPatin. While it falls within Lopatin's lease area, and fits LoPatin’s master 

development site plan, it would be more accurately stated as follows:
LoPatin has allowed another developer to move an ARRC building o f 
historical interest onto one o f the master development sites and renovate it 
fa r  offices, at a cost o f $800,000. The project is already leased.

L c b lb L h l/v c  ttUL)IT



D e c e m b e r  2 7 ,  1 9 9 4

R e v i e w  L c g / A u d  c o n t .

On Page 7 - Regarding the statement that the ’project (is) taking place on publically owned
lands'. This presentation requires clarification. ARRC lands were transferred 
direetly to the Corporation from the Federal government, were never part 
of the State Linds selection process, and are not managed by the 
various state agencies and processes that the public associates with the 
term, 'publically owned lands'. These lands are corporate assets, and 
managed as assets, by a process that provides for public notice 
and public testimony.

On Page 7 - and continuing on Page 8; the statement 'qualifying costs may exceed the rent.
the excess can be paid to the developer.' is misleading. The following 
insertion would make a more accurate presentation. The excess amount is 
subject to a $150.000/year maximum, and applies only to the first five 
years. Further, in this agreement the expenses will always exceed the basic 
rent. All new rents will be covered under new leases.

On Page 8 - The ARRC and AEDC discussion about excluding the headquarters building 
presumed simply, that because the ARRC was the building tenant for the 
first 20 years, the project was effectively a Railroad project. That 
discussion did not reflect the value o f a twenty year tenant in a structure 
with 50-70 year life, situated on a 35 year ground lease with an option fo r 
35 years.
Regarding the Comfort Inn. the project has been on 'rolled over' 
construction financing. The partnership has received a commitment for 
'non-recourse' financing, thus ARRC is no longer jointly and severally 
liable, indeed there is ’no recourse’ on even the that ARRC owns.

On Page 10 As stated above the Comfort Inn now has ’non recourse' permanent financing.

- 1 4 -



On Page 12 - 'ARRC still does not maintain detailed procurement regulations similar to 
those followed by executive branch agencies of the State'.

D e c e m b e r  2 7 ,  1 9 9 4

R e v i e w  L e g / A u d  c o r n .

This comment appears to be made without knowledge of the revised 
procurement regulations adopted by the Hoard of Directors in April 1993. 
These regulations were prepared by ARRC legal staff, who put together 
in one document the State Code and the State Regulations.

Copies of these regulations were previously provided to your office. 1 
have attached a copy of the regulations as well as a copy of a 'User's 
Guide' that was prepared and distributed to all affected departments and 
employees.

If you have any questions about the corrections we have suggested, please call me personally 
at 265-2403. Generally, we agree with your conclusion that 1995 will be an important year 
for the Ship Creek Redevelopment Project. We are. as you have indicated, optimistic that the 
Developer will successfully meet our requirements.

Sincerely.

Robert S. Hatfield Jr. 
President A: C I:0

cc: ARRC Directors
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CS FOR SENATE HILL NO. 86(TRA) 

i| IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION
I IIV THF. SENATE TRANSPORTATION COMMITTEE
OfTerrd:
Referred;

| Spontor(>): SENATOR SHARP
:| A BILL I

I FOR AN ACT ENTITLED

I I
|| "An Act relating to issuance of special request commemorative gold rush motor

vehicle license plates."

j
BE IT ENACTED BV TIIF. LEGISLATURE OF THE STATE OF ALASKA:

•  Section 1. AS 28.10.181 is amended bv adding a new subsection to read:

(s) Special request gold rush commemorative plates. The department shall | 

issue registration plates commemorating the gold rush period in the state upon ' 

application by the owner of a passenger vehicle, noncommercial van or pick-up truck, 

or motor home. The commissioner, after consulting with the Alaska Gold Rush 

Centennial Task Force, shal! determine the design of gold rush commemorative plates. |

I
I
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m m n a ip , COMMHTEE REn')R T
First Committee o f Referial

Date of 5-Day Notice: ̂  I ̂  3* j 9 ijT
(in accordance with Uniform Rule 23)

Transportation Committee considered

D A T E :  2 / 1 4 / 9 5 FURTHER: Finance

DATE TURNED .
INTO OFFICE:

SENATE BILL NO. 86

"An Act relating to issuance of special request commemorative gold rush motor vehicle license 
plates."

and recommends: Senate Bill:

[ ) be replaced with CS 5  fe % <*>_________________ j^ n c v ^ tid c1'
r , House Bill:
[ J adopt previous  CS____________________________________________ (____________ ) ( J technical change

| | attached amcndmcnt(s)

f ) adopt Letter of Intent b y _________________________________Committee

I | funhcr referral to the_____________________________________ Committee

| | new: SCR*_

NEW FISCAL NOTEfS):
Department Date Zero Fncal

PREVIOUS FISCAL NOTE<S):*
Department Date Zero FocaJ

I  |  A P P R O P R I A T I O N  -  n o  f i s c a l  n o t e •Include fb c il n o tn  .KC<impanm* (latrrnor't bill



A l a s k a  § > t a t e  l e g i s l a t u r e
SEnaics 

B E R T  S H A R P
DlSTBlC*. P

Ckajaman

SENATE STATE AFFAIRS COMMITTEE

UCMM"

FINANCE COMMITTEE 
RULES C O M M inE E

* k-~ -
'4  w  *.

■ AintlANxS 
O EU A L'B A N K B U IlC N a

i i i ' i  Cu s h m a n . S u it e  2 0 '
FAIRBANKS. ALASN..VJ9T0I

SCSS£N_ACnncSS
STATE (.API I0L , BOOM 514 

JUNEAU AtASxA JV90T T192 
iW.T-ws aw

Jennie

SPONSOR STATEMENT SB - 86 
"COMMEMORATIVE COLD RUSH LICENSE PLATES"

Senate B ill 86 would allow those interested to purchase from Division 
of Motor Vehicles a specialty license plate commemorating the many 
gold rush events in our states history. The Commissioner of Public 
Safety w ill design the license plate in consultation with the Alaska 
Gold Rush Centennial Task Force.

This legislation was requested by the Alaska Gold Rush Centennial 
Task Force which has over 125 members in 25 Alaskan communities, 
and Canada. The Gold Rush Task Force was established to coordinate 
statewide celebrations o f the 100th anniversaries in order to 
promote the understanding of the importance o f the gold rush era in 
Alaska's history and to enhance tourism opportunities.

SB 86 Should be fam iliar to many legislators, the 18lh Alaska 
Legislature passed (SB 407 relating to Gold Rush license plates but 
Governor H ickcl vetoed the bill.

REPRESENTING 
G O IO C N H E A R T  

O P  A LA SK A



F ISCAL NOTE

Revision O ate: M arch 3. 1 995_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  D ept. A ffected: Public SafBtv
Title: An A ct relating to the issu an ce  ol special_____  BRU: M otor V ehicles_ _ _ _ _ _ _

license p la tes depicting goto jsn  era..._______  C om oonent: Field Services_______
Sponsor: S enato r Sharp_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
R e q jrs to r : S .TR A N S_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  COMPONENT SERIAL NO. 0 5 0 2

S T A T E  O F  A L A S K A  B I L L  N O :  S B  8 6 ( T R A )
1 9 9 5  L E G I S L A T I V E  S E S S I O N

EXPENDITURESi'REVENUES: (Thousands of Dollars) (inflation nor i n c lu d e d )

OPERATING FY 9fi FY 37 FY 9fl FY 99 fv  nn FY 01
pFRSONAL SFRVICFS
TRAVFL
CONTRACTUAL 7  7
SIIPOI IPS
Ffll l lPMFNT
LAND h  STRUCTURES
GRANTS Cl AIMS
MISCFI1 ANFOUS
TOTAL OPERATING 7-7 •0 . •0. 0 - 1 .  Q-_ • 0.

L CAPITAL EXPFNniTURFS ! •o. ! •0 . ! _  . .  o- _ •o. 1 •o. I a-.

CHANCE IN REVENUES ( 1004 7.8 A - A - ----------------0- -0- -0-
I Rrv»nu« O l (

FUNDING: (Thousands of Dollars)
*00? Federal Reremte j I
*003 GF Match I

QF 7 7 I
*1*05 GF.'Pmg/am R -'e in rt
*OCF GF-MM7IA
Gther I
TOTAL . .7 -7 - -0. I A . A . A - A .

estim ate  of current year |FV 551 m p ac t: 5 

POSITIONS:
CUH.T1UP Q 0 I 9 1 0 I 3 ! a
°A.R" "IMF 0 Q j 3 1 3 1 Q
-C ijorRARv 0 Q 1 d l n l a

ANALYSIS. (Attach a  se p a ra te  p ag e  f n e c e ss a ry  '
C ontractual co sts  a re  a s s o c a te d  with th e  design, ordering and  p u rch ase  of 9C0 special req u es t ltcer.se p la te s  This type of 
special license plate m ust oo o rdered  'with a  m inim um  order of 900 sc ’s of p lates B ecause  th e  order ts for a  relative small 
n u m te r  of p iates. the  m anufacture  c h a rg e s  58 £0 per se t of license p lates The total a c e ra ttrg  cost 4  ST 7

The re sp o n se  and s u c c e s s  of this type of p rogram  d epen ds on th e  num ber of persons su re n a tm g  th e  special gold rush  
certen m al h co n te  p la tes Approximatety 260 s e ts  of p ie te s  m ust be sou) to  recover th e  c o s ts  of this p rogram  At such time 
the Gold R usn  C entennial C om m atee  can  provide their e s tim a te  on the  num ber of people w ho would p u rch a se  this type of 
plate a rev ised  fiscal note wifl be  lu p m tte d  to  reflect new  g en e ra l fund revenue

P repared  By Juanita  M H ensley  P hone 465-2650
Division Motor v e h ic le s _ _ _  O ate 3/3/95

Approved by Comimsscner s J k   c *“  iZ____
Agency Ronekt L C ite  D ept of Pupae Safety

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE

For tyther ontneution eifurmatwn ca* the Governor's Leg-tiePve Cfhce 
«. Page t o f '

FISCAL NOTE



F ISCAL NOTE

Revision Date: ____________________________________  Dept. Affected: Public Safety
Title: An Act relating to the issuance of special________ 3RU: Motor Venictcs

license plates depicting gold rush era..__________  Component: Field Service? ____
Sponsor Senator Sharp___________________________ __________________
Requestor S TRANS.______________________________ COMPONENT SERIAL NO. 0502

S T A T E  O F  A L A S K A  B I L L  N O :  S B  a e
1 9 9 5  L E G I S L A T I V E  S E S S I O N

EXPENDITURES/REVENUES: (T h o u s a n d s  o f  D ollars) (Inflation not included)
OPERATING FYSfi FY 47 j FV nr FY 44 f y nn fy m
PERSONAL SFRVICFS
TRAVEL
CONTRACTUAL 17 4 I
SUPPLIES
EQUIPMENT I
LAND A STRUCTURES
GRANTS. CLAIMS a
MISOFII ANFCUS
TOTAL OPERATING . 17 4 1 J1. J i . • J \ . . - f l -

1 CAPITAI FYPFNniTlinFS I J l. I A  ! J). I A  ! A  I -fl. i
I CHANCE IN REVENUES ( > -0- •0- -0- JD- -0- I j)-

Rnmui Cod*

FUNDING: (T h o u s a n d s  o f D o lla rs)
j 1002 Federal Recants ! j ! I
1 *003 GF Mnfen 1 1 I
1 *004 OF 1 17 4 J
*005 GF'P fngran Rer.em!* • 1 ! I
'COS GF/MHTIA 1 1
O ther 1 J i
JOTAJ__  .. ____ I_ _ _ _ _ 17,4 J _ _________  A . -flr J l .  I A. \

Esumato of curront year (FY 95) impact S

POSITIONS:
I FULL-T1MF ! Q ! 3 I Q j 0 Q i n  j

PART-T1MF I Q i O I 0 I n I 0 I
TFMPORARY I 0  I ■j I 2 l 0 I n  ! o  I

£I
m

ANALYSIS (Attacn a separate page if necessary ]
The response and success of tms type of license plate program 4  difficult to predict tu t tne division expects the numper ssued 
to De small with tho majonty being issued in the first year of the program A good example, s tho liccnso pinto fur custom 
collector vehicles that passed tho House and Senate in 1993 That law set up a program to issue a special license plato for 
owners of custom collector vehicle* From the effective date of the act to date, die Division of Motor Vehicles has sold only *6 - 
sets of license p ntes Tho minimum number of sets of special license plates tho division must order 'rom the supplier is 1.000 
The costs to design, manufacture and order the special plates *  517.400

Preoared 9y Juanita M Hensley Phone. 465-2650
Division Motor Vehicles Oate 03/01*95

Approved by Commrssioner r Date S - / - 5

COCOi i i
m

p  I

I d a .

Agency Ronald I  Ctte. Dept of Public Safety

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For further distribution information call tho Governor's legislative Office
P a g e  t o f i





<’  S e n a t e  c o m m i t t e e  r e /  r t  
First Committee o f Referral

DATE: 1 /8 /96  F U R T H E R :  S t a t e  Affairs

Date of 5-Day Notice: DA TE T U R N E D  / ,

(in a c c o r d a n c e  with Uni form t t u l e  23)  INTO OF FIC E:

T h e  T r a n s p o r t a t i o n  C o m m i t t e e  c o n s i d e r e d  S E N A T E  BILL NO. 196

“An Act  n a m i n g  t h e  n e w  m ar i t im e  ferry v e s s e l  Koniag."

and recommends:

| ) be rep laced  with 
| | adopt prev ious _

CS
CS

| | attached amcndmcnt(s)

| | adopt Letter of Intent by _ 

| | further referral to the___

Committee

Committee

Senate B ill: 
same title 
new title 
House B ill;

] same title 
technical title 
new: SCR*_____

L NOTE(S):
Depart mem Date Zero Fiscal

D o r / p p

PREVIOUS FISCAL NOTE(S):*
Department Date Zero Fiscal

I ) A PP R O P R IA T IO N  -  no fiscal note •Include fecal n o to  ncrompanjinR Governor's bill



[ CAPITAL EXPENDITURES

ICHANGE IN REVENUES T~

FUND SOURCE____________
1002 Federal Receipts
1003 GF Match 
10C4 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other
' t o t a l .

F I S C A L  N O T E

2 /2 0 /9 6 _________

S T A T E  O F  ALASKA
1996 LEG ISLA TIV E SESSIO N
Revision Dato: 
Title: Naming Forrv Vessel Koniag

sponsor:
Requester:

Zharoff
Transportation

Expendituros/Revenuos

B IL L  NO . SB  1 9 6  I

Dept. Affected^ 
' b RU:

DOT&PF
Marine Engineering

Component: CIP Program

COMPONENT SERIAL NO. 
(Thousands o f Dollars)

OPERATING EXPENDITURES FY 02
PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

0.0 | 0.0 | 0.0 |

0 ?.| 0.0 | 0.0 |

(Thousands of Dollars)

Estlmato of any currant yoar (FY96I cost: $ 0 .0
POSITIONS
=ULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessaryi_____________________________________________
T his leg is la tio n  w o u ld  re s u l t  in n o  c o s t  to  th e  D e p a r tm e n t  o f T ra n s p o r ta t io n  a n d  P ub lic  F ac ilitie s .

Prepared by:

Division: 

Approved by: 

Agency:

Sam Kilo III
Special Assistant 

Office of the Cpmmlssioryr

Commissioner 
Department of Transportation and Public Facilites

Phono: _ 
Date: _ 
Date:

4 6 5 0 9 0 0

2 /20 /96
2/20/90

Pf lEPARER TO PROVIDE ALL DISTRIBUTION COPIES T O  G O V E R N O R ' S  LEGISLATIVE OFFICE
For further Attribution mlermitrfjn. cafl the Governor's legislative OU>ce

|R#v 01/90 OOfitrw alt/SSK Page 1 at 1



S e n a t o r  F re d  F. Z h a r o f f
Alaska State Legislature

In  Kodiak: P.O. l?o\ 405, Kodiak, Alaska 99615 (907) 486-5259 (Fax also)
in Juneau: Stale Capitol, Room 121, Juneau, Alaska 99801*1182 

Phone: (907) 465*3473 • Fax: (907) 463*3043
1 ~ State Senate District C . ----------

K o d ia k  I s la n d  &  R u ra l  S o u th e a s t  A la s k a

S f i m P J l S I A T E M M E
SI? 196

SB  196, "A n  A c t n am in g  the n ew  m a r it im e  fe r r y  v e sse l K o n ia g "  w a s  
in tro d u c e d  at the su g g e s t io n  o f  the m a y o r  o f  the C ity  o f  O ld  H a rb o r , w h ich  is a 
c o m m u n ity  o n  K o d ia k  Is la n d .

T h is  b i l l w o u ld  n am e  the A la s k a  M a rin e  H ig h w a y 's  n ew  ve sse l th e  M /V  
K o n ia g . S ta tu te  re q u ire s  th a t the n am e  o f  m a r in e  h ig h w a y  v e s se ls  be 
e s ta b lish ed  b y  law  and  be a fte r  a g la c ie r in  A la sk a .

K o n ia g  G la c ie r  is lo c a ted  o n  the S ou th e a s t s id e  o f  K o d ia k  Is la n d . C u r r e n t ly  a ll 
th e  n am e s  o f  the  m a r in e  h ig h w a y  v e s se ls  a re  d e r iv e d  f ro m  g la c ie rs  in  
S o u th e a s t  A la s k a , S o u th c e n tra l A la s k a  o r  the K en a i P e n in su la . K o d ia k  has 
been  an  im p o rta n t  p a rt o f  th e  m a r in e  h ig h w a y  sy s tem  fo r  o v e r  3 0  y ea rs . S ince 
the n ew  v e sse l w i l l  be  u t i l iz e d  in  S o u th w e s t A la s k a  as w e ll as S ou th ea s t 
A la s k a , I b e lie v e  it a p p ro p r ia te  to  re c o g n ize  a g la c ie r in  S o u th w e s t as the 
n am e  fo r  th e  n ew  v e sse l.



Chapter 65. A laska M arine H ighway System.

Section
20. Naming of vessel or facility

S ec . 1 9 .6 5 .0 1 0 . D u t y  s ta t io n  o r  p o r t  c h a n g e  fo r  e m p lo y e e s  o f  th e  
A la s k a  m a r in e  h ig h w a y  s y s te m .  (R e p e a le d , § 5 2  ch  5 9  S L A  1 982 .)

Sec. 19.65.020. Naming of vessel or facility, (a) A vessel or facil­
ity of the Alaska marine highway system constructed or acquired by 
the Department of Transportation and Public Facilities under AS 
19.60 — AS 19.65 may be given a name only by law.
^(b) A maritime vessel shall bear the name of an Alaska glacier.

(c) A vessel used principally on the inland waterways of the state 
shall bear the name of a historical vessel which used the rivers of the 
state. (§ 2 ch 4 SLA 1981)



P.O. Box 109 
Old Harbor. Alaska 99643

CITY OF THE THREE SAINTS
1907) 286-2203 OR 286-2204

FAX: 286-2278

November 13. 1995

Senator I red /haroll 
Room 121 
State Capitol 
Juneau. Ak 99801-1182

Dear Senator /haroll.

I am writing to you to request a name tor the newest addition in the Alaska Marine 
Highway System (Ferry). With my understanding it is a tradition to name a new vessel 
alter a glacier.

As this vessel may ser\e the Alaska Peninsula, and Kodiak Island I would like to 
submit the name ‘Koniag’'. lor this new vessel's name. Koniag v ilaeier is on the I .S.i i.S 
map. I Tils glacier is located approximately 10 miles Northwest of did Harbor, in the 
mountains adjacent to Mt. Koniag which is the Highest point on Kodiak Island.

Please lonvard this request to ihc proper agency it the naming o l these vessel’s arc not 
through the state legislature.

Sincerely.

Rick Hems. Mavor

enclosed; I S t i.S map



State of Alaska Department of

Transportation and Public Facilities

TO N Y  K N O W L E S
Governor
P.O. Box 110001
Juneau. Alaska 99811-0001
NEW S R E LE A S E

Joo Perkins 
Commissioner 
907-465-3900 

FAX: 907-586-8365

FOR IMMEDIATE RELEASE: O c t o b e r  11 ,  1 9 9 5 9 5 - 2 3 9

SH IP Y ARD  SELECTED TO BU ILD OC EAN C LA S S  FERRY

C o m m i s s i o n e r  J o e  P e r k in s  a n n o u n c e d  t o d a y  t h a t  a M is s i s s ip p i  s h ip b u i ld e r  h a s  b e e n  
s e l e c t e d  to  d e s i g n  a n d  bui ld t h e  n e w e s t  a d d i t i o n  to  t h e  s t a t e ' s  M a r ine  H i g h w a y  
S y s t e m .  T h e  s t a t 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  & Publ ic  Faci l i t i es  will c o n t r a c t  
w i t h  H a l te r  M a r ine  of  G u l fpo r t ,  M is s i s s ipp i  for  a n  o c e a n  c l a s s  fer ry  c a p a b l e  of  
c a r r y i n g  1 2 0  a u t o m o b i l e s  a n d  a s  m a n y  a s  7 5 0  p a s s e n g e r s .

" A l a s k a ' s  M a r in e  H i g h w a y  S y s t e m  is a n  i m p o r t a n t  p a r t  of  t h e  N a t iona l  H i g h w a y  
S y s t e m , "  P e rk in s  s a id .  " U p g r a d i n g  n a t i o n a l  h i g h w a y s  in A l a s k a  is an  i m p o r t a n t  p a r t  
o '  G o v .  K n o w l e s '  t r a n s p o r t a t i o n  ini t ia t ive.  B a c k  in J u n e ,  t h e  G o v e r n o r  c o m m i t t e d  t o  
i n v e s t  $ 1 2 0  million p e r  y e a r  o v e r  t h e  n e x t  t w e l v e  y e a r s  t o  u p g r a d e  n a t i o n a l  
h i g h w a y s  in A l a s k a .  This  n e w  fer ry  w a s  d e s i g n e d  w i t h  t h e  h e l p  of  r e s i d e n t s  of  
c o a s t a l  c o m m u n i t i e s  f r o m  K o tc h ik a n  to  U n a l a s k a  t o  h e lp  u s  b e t t e r  m e e t  the i r  
n e e d s .  It will b e  a n  i m p o r t a n t  a d d i t io n  to  o u r  f l e e t  o f  e i g h t  v e s s e l s . "

H a l te r  M a r in e  w a s  a m o n g  t h r e e  s h i p b u i l d e r s  t o  e x p r e s s  a n  i n t e r e s t  in t h e  p r o j e c t .  
The i r  bid of  $ 8 0 , 4 7 6 , 8 5 4 ,  inc lu d in g  all o p t i o n s ,  w a s  l o w e s t  of  t h o s e  s u b m i t t e d  a n d  
w a s  s l igh t ly  l e s s  t h a n  t h e  e n g i n e e r ' s  e s t i m a t e .  T h e  a c t u a l  c o n t r a c t  p r i c e  for  t h e  
v e s s e l  will d e p e n d  o n  t h e  s e l e c t i o n  of  o p t i o n a l  i t e m s  b y  t h e  s t a t e .

T h e  a p p r o x i m a t e l y  3 8 0  foo t  v e s s e l  will f e a t u r e  a  rol l -on /ro l l -of f  d e s i g n  c a p a b l e  of 
c a r r y i n g  1 2 0  v e h i c l e s .  T h e  v e s s e l  will b e  e q u i p p e d  w i t h  a  v e h i c l e  e l e v a t o r ,  s i d e  
d o o r s  a n d  a  s t e r n  r a m p ,  a n d  d e s i g n e d  to  o p e r a t e  a t  e x i s t i n g  s t a t e  fac i l i t ie s .  A 
h e l i c o p t e r  d e c k  will s u p p o r t  e m e r g e n c y  r e s p o n s e  r e q u i r e m e n t s  a n d  a l l o w  t h e  v e s s e l  
to  b o  u s e d  a s  a n  e m e r g e n c y  c o m m a n d  p o s t  w h e n  n e e d e d .  T h e  v e s s e l  will 
a c c o m m o d a t e  5 0 0  to  7 5 0  p a s s e n g e r s ,  d e p e n d i n g  o n  t h e  r o u t e .

H a l te r  M a r in e ,  Inc. ,  a  s u b s i d i a r y  of Trin i ty  I n d u s t r i e s ,  is a l e a d i n g  p r o d u c e r  of  
v o s s e l s  for c o m m e r c i a l  a n d  mil i ta ry  c u s t o m o r s .  C o n s t r u c t i o n ,  u s i n g  m o d e r n  
m o d u l a r  t e c h n i q u e s ,  will t a k e  p l a c e  a t  t h e  c o m p a n y ' s  faci l i t ie s  in P e a r l t o n .  
M is s i s s ip p i  a n d  N e w  O r l e a n s .  L o u i s ia na .

De l iv e ry  of  t h e  v e s s e l  is e x p e c t e d  in 1 9 9 8 .  T h o  n o w  o c e a n  c l a s s  fe rry ,  a s  y e t  
u n n a m e d ,  will b e  t h o  n e w e s t  a d d i t i o n  to  t h o  s t a t e  ferry f le e t  s i n c e  t h e  A u ro ra  w a s  
p l a c e d  in s e r v i c e  in 1 9 7 7 .

3 0 -
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