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Contraiy to the current process, this bill would place the responsibility fu r  such measures in the 
hands o f  those representatives who the people elect. Even though this may become somewhat of 
a tedious burden, the legislature is the appropriate avenue.

It may appear a somewhat ridiculous analogy, but I would remind you that this country (and 
others in the world) has fought several wars throughout history. Many o f these, in one respect or 
another, involved freedom of the seas. No country wanted another to impose restrictions on their 
use o f international waters. Likewise, Alaskans are getting tired of state agencies doing basically 
the same thing. I f  restrictions are necessary, let the people elect make those decisions.

In closing I would like to address one argument I am sure will surface during discussions of this 
bill. In the recent movement to restrict snowmachine access at Curry Ridge, near Denali National 
Park, public testimony was heard on the matter. Ultimately the closure was not implemented. 
Opponents o f  this bill may point to that example as a means o f defending the status quo - saying 
“see - the public opinion process works".

I can tell you from experience there was far less public testimony on that issue than war received 
on many others. I believe the real reason the closure was not implemented is_the fact that vou had 
already pre-filed this hill at that time. I wonder what would have come about had that not been 
the case.

I  SUPPORT SENATE BILL NO. 35

S incere ly ,

Blase Burkhart
Secretary - Alaska Boating Association
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PUBLIC OPINION MESSAGE

FROM RONALD R. WILSON 
P.O. BOX 871706 
WASILLA, AK 99687 
(907) 373-6700

TO. ALL SENATE RESOURCE MEMBERS

REF SB35 —  "AN ACT RELATING TO TRADITIONAL MEANS OF ACCESS....

SUPPORT

AS A CONCERNED INDIVIDUAL AND A MEMBER OF THE ALASKA BOATING ASSOCIATION, 
I SUr THIS BILL. I FEEL THAT ALL ALASKANS SHOULD HAVE THE RIGHT TO
ACC 3LIC LANDS AND WATERWAYS, BE IT MOTORIZED OR NON-MOTORIZED
HOPE THE LEGISLATURE WILL ACT MORE RESPONSIBLY THAN DNR, WHO DO
NOT AC i FOR THE MAJORITY OF ALASKANS

RONALD R WILSON
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January 22,1997

Sen Lyda Green

I want to let you know that I wholeheartly support your bill to move the 
restrictive powers from administrative boards to your legislative body. This 
will allow us to have an input into the management of our State resources. 
Thanks for your support of the people who use and enjoy Alaska.

signed
Margaret "Peggy" Bjorgan 
W - 264-0514



1-907-337-9121 OJ'i Cfalt Sc Hobby House 1/22/9722:16:17

3038 Donnington Drive 
Anchorage, AK 99504-3847

333-8347 RECEIVED
M f  9 *  -)r ,4* LJ j {

January 22,1997

Sen Lyda Green

I would like t o  thank you for your bill that will insure access to Alaskan resources. Your 
course of action will right a wrong that has needed fixing for a very long time. Our 
state resource managers have become puppets for the lower forty eight 
environmentalists, which have realized that they (the radical environmentalists) have 
wasted and mined the lower forty eight, and now they want to lock up OUR State from 
us. Unfortunately, they are slowly succeeding because of no legal means of stopping 
the state administrative process. If we don't like the actions of a resource manager, 
there is nothing that can be done. The public has no recourse. He is not an elected 
official, and therefore is untouchable by anyone except his fellow green supervisor. 
Your bill enables a real public input process with people who are countable to their 
community. You know the idea went the mile last year, only to be conveniently 
delayed until the legislative session had ended, then after listening and reacting 
according to the wishes of the green radicals from the land southeast of Juneau, the 
bill was vetoed. Our Governor showed his true colors.

Please continue your efforts on our behalf. We greatly appreciate your work and 
diligent efforts. I sorry to say that because of the short notice, I probably will not be 
able to get off from work to testify at the hearing tomorrow; however, I want you and 
whomever else necessary to know that I believe that this bill will have a greater impact 
on the future of Alaska than any other bill ihat will be considered. It must complete the 
entire process and become our new way doing business.

Our right to access, utilize, and enjoy the unlimited resources within our State should 
not and cannot be denied. Just as it is our responsibility to wisely use and protect 
these same resources. Misuse by an individual or certain groups should be dealt with 
on a case by case basis, and not punish the whole for the mistakes of a few.

Please continue your outstanding efforts, and if I may be of any assistance; please let 
me know. Thank you.

BJ
Randy "Bj" Bjorgan 
W - 269-8978
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Alaska Boating Association « P.O. Box 210430 • • Anchorage, Alaska 99521

Senator Lyda Green 
Alaska State Senate
State Capitol, Interdepartmental Mail Stop. 3 1 0 1  
Juneau, AK 99801-1182

u { i i v
Ca \0£  -j

Dear Senator Green:

This letter is in response to your proposed SB0035 relating to traditional means o f access for 
traditional outdoor uses. At a regularly scheduled meeting o f the Alaska Boating Association 
held on January 16, 1997, our organization voted unanimously to support your efforts and to 
strongly urge this legislation be passed. This letter is to communicate to you the organizations 
official position on this legislation.

In addition, many o f our individual members will be corresponding with individual letters, POM ’s, 
testimony at teleconferences, etc. This bill is inportant to all members o f our organization since 
traditional means o f  access is not only imponant to us for recreational considerations; but, in 
some cases is vital to some members livelihood

Thank you for your efforts and continue to keep us informed of any and all related legislative 
matters we can be effective in supporting

Yours truly,

Roy J. Burkhart, Legislative Affairs Officer 
Alaska Boating Association
Voice: (907)495-6337 FAX:(907)195-6338 E-Mail: ijburk@alaska.net

cc: Donald Sherwood, President, Alaska Boating Association
Senator Drue Pearce, Co-Sponsor, SB0035, Alaska State Senate 
Senator Robin Taylor, Co-Sponsor, SB0035, Alaska State Senate

- Dedicated to the rights o f  Alaskan Boaters •

mailto:ijburk@alaska.net




DIVISION OF LEG A L  AND RESEARCH  SERVICES 
LEGISLATIVE AFFAIRS AG EN CY  

STATE OF ALA SKA
130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

L E G A L  S E R V I C E S

M E M O R A N D U M  January 20. 1997

(907) 465-3867 or 465-2450
FAX (907) 465-2029
Mail Stop 3101

S U B JE C T : Sectional Summary o f SB 42; An Act relating to the fiscal operations
o f the Alaska Railroad Corporation and to land acquired by the State 
o f Alaska under the Alaska Railroad Transfer Act o f 1982 or 
otherwise acquired for railroad purposes. (SB 42)

T O : Representative Terry Martin
Attn: Chris Knight

F R O M : George U te rm o h l^ J ^
Legislative Counsel

You have requested a sectional summary o f SB 42; An Act relating to the fiscal operations 
o f the Alaska Railroad Corporation and to land acquired by the State o f Alaska under the 
Alaska Railroad Transfer Act o f 1982 or otherwise acquired for railroad purposes.

As a prelim inary matter, note that a sectional summary o f a bill is not an authoritative 
interpretation o f ihe bill. The bill itself is the best statement o f its contents.

Section 1 o f the bill amends sec. 1(b), ch. 153, SLA 1984 to expand the purposes for which 
the State o f Alaska acquired the Alaska Railroad.

Section 2 o f the bill amends AS 37.07.120(1) to amend the definition o f "agency", for the 
purposes o f the Executive Budget Act (AS 37.07), to include the Alaska Railroad 
Corporation.

Section 3 o f the bill amends AS 42.40.100 to provide that the board o f directors o f the 
Alaska Railroad Corporation shall apply to the legislature for appropriations for the operating 
and capital expenditures o f the Alaska railroad.

Section 4 o f the bill amends AS 42.40.250 to provide that the Alaska Railroad Corporation 
may acquire title to personal property in its own name and real property on behalf o f and in 
the name o f the state.

Section 5 o f the bill amends AS 42.40.285 by adding a new subsection to provide that the 
State o f Alaska may not exchange, donate, sell, or otherwise convey its entire interest in land 
acquired under the federal Alaska Railroad Transfer Act or otherwise acquired for the



railroad purposes o f the Alaska Railroad Corporation, unless the disposal is approved by the 
legislature by law.

Section 6 o f the bill amends AS 42.40.350 to provide that the State o f Alaska, acting through 
the Department o f Natural Resources shall receive title to land granted to the state under the 
federal Alaska Railroad Transfer Act. Land within a utility corridor (railroad right-of-way) 
shall be reserved for the use o f the Alaska Railroad Corporation. Rail land necessary for the 
use, maintenance, or operation o f the Alaska Railroad shall be reserved for use by the Alaska 
Railroad Corporation. Land with in railroad rights-of-way received by the state under the 
federal Alaska Railroad Transfer Act may not be leased or otherwise disposed o f unless the 
land is required to be used for transportation, communication, and transportation purposes 
in perpetuity.

Section 7 o f the bill amends AS 42.40.350 to provide that rail land not reserved for use by 
the Alaska Railroad Corporation is available for selection by and conveyance to 
municipalities under AS 29.65. i f  the legislature approves the conveyance by law. 
Unreserved rail land is to be managed by the Department o f Natural Resources.

Sections 8 - 11 o f the bill amend AS 42.40.360 and 42.40.370 to provide that the Alaska 
Railroad Corporation may request the Department o f Natural Resources to reserve state land 
for railroad purposes.

Section 12 o f the bill amends AS 42.40.385(a) to provide that the Alaska Railroad 
Corporation may acquire land by eminent domain only on behalf o f and in the name o f the 
State o f Alaska.

Sections 13-18 o f the bill amend several sections o f AS 42.40 to conform to changes made 
by other provisions o f the bill and to clarify that title to land used or acquired by the Alaska 
Railroad Corporation is held by the State o f Alaska.

Section 19 o f the bill amends AS 42.40.540 to require that the Alaska Railroad Corporation 
request, in accordance with the Executive Budget Act (AS 37.07), appropriations to carry out 
the purposes o f AS 42.40.

Section 20 o f the bill amends AS 42.40.900(a) to provide that lawsuits involving land under 
the jurisdiction o f the Alaska Railroad Corporation must be brought against the corporation 
and not the state.

Section 21 o f the bill amends AS 42.40.900(b) to repeal the exemption o f the Alaska 
Railroad Corporation from the Executive Budget Act (AS 37.07) and the appropriation lapse 
provisions o f AS 37.25.

R e p re s e n ta t iv e  T e r r y  K . . . . i in

J a n u a r y  2 0 , 1997

P a g e  2



R e p r e s e n ta t iv e  T e r r y  K —  t in

J a n u a r y  2 0 ,  19 9 7

P a g e  3

Section 22 o f the bill provides for the repeal o f provisions allowing the Alaska Railroad 
Corporation to convey its entire interest in land with the approval o f the legislature 
(AS 42.40.285(1)) and allowing the commissioner o f natural resources to convey land to the 
Alaska Railroad Corporation for less than its appraised value (AS 42.40.370(b)).

Section 23 o f the bill sets out when the Alaska Railroad Corporation is to prepare its first 
budget under AS 37.07.

Section 24 o f the bill ratifies any transfer o f title to land made by the Alaska Railroad 
Corporation prior to the effective date o f this Act.

Section 25 o f the bill provides that title to all land received or acquired by the Alaska 
Railroad Corporation prior to the effective date o f this Act is transferred to the State o f 
Alaska.

Section 26 o f this bill provides this Act takes effect immediately.

GU:jdr 
97-02 l.jd r
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Sponsor Statement 

SB 42

"A n  A ct re la tin g  to  th e  fiscal o p e ra tio n s  o f th e  A lask a  R a ilro ad  C o rp o ra tio n  a n d  to  la n d  
acq u ired  by  th e  S ta te  o f A laska  u n d e r  th e  A laska  R a ilro a d  T ra n s fe r  A ct o f 1982 o r o th e r  w ise  

a c q u ire d  fo r ra ilro a d  p u rp o s e s ; a n d  p ro v id in g  fo r a n  effec tive  d a te ."

T he A laska  R a ilro a d  h a s  b een  a sy m b o l o f  A la sk a 's  h is to ry  s ince  th e  e a rly  1920's a n d  h as  
been  o p e ra tin g  u n d e r  s ta te  o w n e rsh ip  fo r  o v e r 12 y ears . T h e  fed e ra l g o v e rn m e n t 
tran sfe rred  the  ra ilro a d  to  th e  S ta te  o f  A lask a  in  1985 w ith  a p ro v is io n  to  tra n s fe r  th e  36,000 
acres o f ra ilro a d  la n d s  a fte r th e  s ta te  o p e ra te d  th e  ra ilro a d  fo r a t  le a s t 10 y ears . W h ile  the 
ra ilro ad  h a s  c o n tin u e d  to  p ro v id e  ra il  se rv ice  fo r A la sk a , n o  sin g le  fin an c ia l o r  ca p ita l p la n  
h as  b een  e s ta b lish e d  fo r the  ra ilro a d  o r  its  p a re n t  q u a s i-s ta te  o w n e d  co rp o ra tio n . D u rin g  
th is 12 y e a r  s p a n  th e  co rp o ra tio n  h a s  h a d  little  s ta te  o v e rs ig h t. C u rre n tly , th e  A laska  
R ailroad  C o rp o ra tio n  (ARRC) is th e  o n ly  s ta te  o w n e d  c o rp o ra tio n  n o t u n d e r  th e  E xecu-.ve  
B udget A ct (A S  37.07).

Senate  Bill 42 w ill m a k e  tw o  ch an g es  to  th e  ra ilro a d  a n d  th e  co rp o ra tio n . T he  bill w ill p lace 
th e  A laska R a ilro ad  u n d e r  th e  E xecu tive  B u d g e t A ct, a n d  w ill tra n s fe r  la n d  n o t n e e d e d  fo r 
ra il o p e ra tio n s  to  th e  s ta te 's  D e p a r tm e n t o f  N a tu ra l R eso u rces  (D N R ). A fte r n u m e ro u s  
a u d it re q u e s ts , O M B  p ro c u re m e n t in v e s tig a tio n s , a n d  m a n y  L eg is la tiv e  B u d g e t & A u d it  
C o m m ittee  h e a r in g s  s p u r re d  b y  c o n c e rn e d  c itizen s, th e  LB& A c o m m itte e  re c o m m e n d e d  
a n d  a p p ro v e d  in tro d u c tio n  o f  S enate  Bill 42.

If en a c te d  the  b ill w ill  p ro v id e  A R R C  w ith  th e  p ro p e r  fin an c ia l m a n a g e m e n t ex e rc ised  b y  
the G o v e rn o r a n d  th e  L eg is la tu re  b y  b r in g in g  th e  ra ilro a d  c o rp o ra tio n  u n d e r  AS 37.07. 
U n d e r  th e  E x ecu tiv e  B u d g e t A ct, th e  ra ilro a d  ca n  a p p ly  fo r a p p ro p r ia t io n  fro m  th e  
L eg is la tu re  to  fu n d  th e  o p e ra tin g , c a p ita l a n d  d e b t se rv ice  e x p e n d itu re s  o f th e  c o rp o ra tio n .

E n ac tm en t o f  SB 42 w ill s tre n g th e n  th e  fin an c ia l in te g r ity  o f th e  A lask a  R a ilro ad  
C o rp o ra tio n  b y  se c u rin g  s o u n d  p ro c u re m e n t p rac tice s , s tro n g  fin an c ia l m a n a g e m e n t, a n d  
sensib le  A la sk a n  re s id e n t p lan s  fo r e x p a n s io n  a n d  serv ice .



O th er s ta te  c o rp o ra tio n s  p la c e d  u n d e r  th e  E xecu tive  B u d g e t A ct h a v e  b enefited  g rea tly . For 
exam ple , A laska  H o u s in g  F in an ce  C o rp o ra tio n  w as  p la c e d  u n d e r  th e  Executive B u d g e t A ct 
in  1995. A H F C 's  re c e n t a u d its  sh o w  h ig h  p ro fits  w h ile  m a in ta in in g  a s te lla r serv ice  fo r 
A laska 's  h o u s in g  n eed s . U p  30%  fro m  fo u r y ears  ag o , A H F C  rece iv ed  a perfec t sco re  o f  
100% in  the  F ed e ra l D e p a r tm e n t o f H o u s in g  & U rb a n  D e v e lo p m e n t's  (H U D 's) a n n u a l 
e v a lu a tio n  o f th e  agency . H U D 's  p e rfec t sco re  reco g n izes  th a t  A H F C  h as  in itia ted  a n n u a l 
b u d g e tin g  p ro c e d u re s  th a t r e s u lte d  fro m  th e  E xecu tive  B u d g e t A ct rev iew .

T here are  a b o u t 36,000 to ta l ac res  o w n e d  by the  A lask a  R a ilro a d  in  A laska. It is e s tim a te d  
ARRC o n ly  n e e d s  a b o u t 18,000 to  22,000 acres o f la n d  fo r ra il o p e ra tio n s  an d  rig h ts-o f-w ay . 
U n d er SB 42, ra ilro a d  la n d s  w o u ld  be  tra n s fe rre d  fro m  th e  F ed e ra l B u reau  of L an d  
M an ag em en t to  D N R , n o t to  ARRC. T he ra ilro a d  c o rp o ra tio n  w o u ld  co n tin u e  to  co n tro l 
la n d  n e e d e d  fo r m a in te n a n c e  a n d  o p e ra tio n  o f  th e  ra il lines.

In ad d itio n , la n d s  n o t n e e d e d  fo r o p e ra tio n s  ca n  be  se lec tiv e ly  b o u g h t a n d  tra d e d  fro m  
D N R  b y  local g o v e rn m e n ts  like th e  C ity  o f W h ittie r , D en a li B o ro u g h  a n d  tine M u n ic ip a lity  
of A nchorage . C u rre n tly , th e  C ity  o f W h ittie r  is in  d ire  n e e d  o f la n d  fo r e x p an s io n  a n d  
in d u s tria l g ro w th , y e t A^RRC o w n s  52% o f th e  c ity 's  co re  b u s in e ss  a rea  a n d  74% of the  
h a rb o r 's  w a te rf ro n t la n d ; le a v in g  n o  ro o m  fo r a p la n n e d  e x p a n s io n  o f th e ir  h a rb o r  a n d  a 
p la n  fo r a n e w  ro ad .

SB 42 does n o t seek  to  p r iv a tiz e  the  ra ilro a d  o r in  an y  o th e r  w a y  d im in ish  its ex isten ce  as a 
pub lic  c o rp o ra tio n  o f th e  s ta te . T he ra ilw a y  h a s  beco m e a n  in te g ra l p a r t  o f  A lask a 's  
econom y a n d  fo lk lore. C o n seq u en tly , SB 42 is  th e  r ig h t s te p  fo rw a rd  to  en h an ce  th e  fu tu re  
o f the  ra ilro ad .

T he leg is la tion  w ill n o t  a d d re s s  ev e ry  face t o f th e  A lask a  R a ilro a d  n o r  is  it  m e a n t to. SB 42 
w ill g ive  A lask an s  th e  ab ility  to  m a n a g e  th e ir  ra ilro a d  th ro u g h  th e  sy s te m  o f checks a n d  
ba lances o n ly  o ffe red  b y  a s tro n g  d em o cracy  a n d  a n  o p e n  d o o r  po licy .
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Major provisions of the sale

• $22.3 m illion cash

• $10.9 in w orking  capital replaced

• 38,000 acres to  S tate o f A laska

• I f  sold w ithin 10 years, U .S. gets share

• Revenues m ust be  held by R ailroad for 
R ailroad purposes

These are some of the major points about the sale and transfer:

The last two points don’t usually get a lot of attention. The U.S. 
government didn’t just sell the asset and forget about it. 
Maintaining the line and maintaining its value -- not just 
economically, but as a usable transportation corridor — were 
considered important enough to write them into the agreement with 
the state.

Page 3 o f  21
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Major objectives of State

• P ro fitab le  and  self-susta in ing

• R u n  by p ro fess ionals , like a  business

• S pu r d ev e lo p m en t

• C ontinue p u b lic  transporation  needs

• E xpansion  th a t m akes good  business sen se

• A laska co n tro lled

Page 4 o f  21
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Spur to developm ent

W e’re helping other businesses grow in  Alaska.

The next slides show som e o f the work w e’re doing today --
-  partnerships w ith M APCO, with Usibelli coal. Also 

our gravel operations and barge service from  the Lower 48. And 
our passenger ridership ju s t keeps grow ing with A laska tourism.

Page 5 o f  21
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Performance: 1985 to 1996

• More than $8 million profit in 1996
• Record profits last two years 
- Continued projected growth
• Profitable 9 of 12 years
• Fully audited by KPMG Peat Marwick
• No state operating or maintenance subsidies
• No federal subsidies to bottom line

This is a real success story. No funny numbers like they use in the 
state budget either These are audited numbers from one of the Big 
Eight firms.

Two notes on the last couple o f points: ^

•A few years ago the Legislature gave the Railroad ^ m i l l io n  
dollars to be used to buy coal cars for the W ishbone H ill project if  
it develops. We haven’t used  that money and haven’t added it to 
our revenue figures. I t’s invested and earning money.

•Also, we were able to  qualify  for a federal grant available to 
passenger railroads around the country. W e got $10 m illion dollars 
in 1996. B ut it does not appear on the balance sheet as revenue. I f  
it did, we would have earned  $18 million, not $8 million.

Page 6 o f  21
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Passesgrer R i d t r s  ifte
A l a s k a  R

Yiar

Rising passenger numbers, mostly from tourism growth.

Pags 7 o f  21
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People ask us about local property taxes and such. W e’re exempt 
from  those taxes for a  n um ber o f reasons, m ostly due to our role 
and status as a public transportation corrdior. But keep in  mind that 
w e also p low  our ow n snow , fix our ow n roadbed, our ow n bridges. 
W e carry the entire cost o f  m aintaining that asset.

Pag® Q o f  21
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Expansion

Expansion has been a ho t issue for som e people. L et’s talk about it.

Pa<gs 9 o f  21
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F w f z i r c  P r e f e c t s

♦ Gzrdwood Spur-Keam engine and sew  platform

♦ Whittier development

- increase sUe o f  sroaZl boat harbor
-  rehd& zEtate shipping dock
- p lann ing fo r  veh icu la r traffic through  ?«»»e2s

-  coordination w ith  sightswing companies
♦ Major renovation of Seward decking fadMes
♦ The Anchorage fstersafw saZ Airport Spur
♦ C h e s a  River development

Take a look at the kinds o f things we’re doing.

Business development. Th is is development that has a reason, and 
a revenue source. I t ’ s how you run your own business.

P age  10 o f  2.1
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A lot o f  people talk abou t running a  railroad to the Y ukon  or to 
Canada.

I t’s a great idea, but you  h av e  to have som ething to do  — som ething 
to pay fo r it — once you g e t there And rem em ber it w ou ld  cost 
you about S2 million a m ile  to  expand the Railroad. T w o  m illion a 
mile. Pencil it out and y o u ’ll see that w ater transportation  from  
Seattle is still cheaper than  paying o ff  the line to C anada.

P age 11 o f  21
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N o w  th a t y o u  h av e  a  s e n se  o f  h o w  th e  R a ilro a d  is c o n d u c tin g  its  
b u s in e s s , l e t ’s lo o k  a t th e  c h a n g e s  s o m e  p e o p le  are  r e c o m m e n d in g .

P ag e  12  o f  21
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Results under state control

• C onsisten t p ro fit

• N o  state subsid ies

• P rofessionally  run

• Private  sec to r-sty le  m anagem ent

• N o  state sy s tem  em ployees

• S o lid  business partner

Take a look at the situation right now.

P age  13 o f  21
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HB55: Executive Budget Act

• A d d  new  lay e r o f  budget requ irem en ts

• B re a k  up  na tu ra l business y ear

• L eg is la tiv e  app roval fo r bu sin ess  decision^

• R estric t ab ility  to  respond  to  custom ers

• L im it ab ility  to m ake long -te rm  con trac ts

• E x p o se  co m p etitiv e  p rivate  business 
in fo rm atio n

B u t h e re ’s w h a t  o n e  o f  th e  b ills  w o u ld  d o . T h is  is  th §  b i l l  b e ing  
so ld  as g o o d  g o v e rn m e n t.

P a g e  14 o f  21
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Objectives vs. HB55

• Profit
• Self-sustain ing

• P ro fessionally  run

• S p u r developm ent

• A dds costs

• T hrea tens profitab ility

• A dds politics

• L im its it

N ow  le t’s  s tack  it up  ag a in st w hat the o rig ina l ob jectives were.

T here  are several b ad  fits.

P ag e  15 o f  21
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SB42-- Real estate to DNR

• Takes land out of business environment, 
and puts into state land bureaucracy

• Puts land status in limbo for three months at 
least

• Adds costs for state budget at DNR
• Cuts off major contributor to Railroad’s 
bottom line

Here’s the other bill. This would take away state Railroad land and 
put it under the state Department of Natural Resources.

The bill is very unclear about what land would go where, and who 
would hold title for 90 days after passage.

P a g e  16 o f  21
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t f V '
Objectives vs. SBJIF

• Profitable • Cripples bottom line

* Self-sustaining • Cuts o f f revenue

• Spur to development • More bureaucracy

• Professionally run • Bureaucrats, not
business people

• Devalues the asset

And like the other b ill, this one seems to con flic t w ith fundamental 
objectives fo r owning the Railroad.

M ore bureaucracy, not less. A  government outlook, not a business 
outlook. Cuts o ff revenue the Railroad needs to be self-sustaining.

And i f  you ’re planning to sell the Railroad, it jus t devalues the 
asset. No one is going to pay market value fo r a Railroad that can’ t 
generate real profits.

P ag e  17  o f  21
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Objectives vs. sale

• Alaska control
• Spur to development
• Public purposes

• No
• Only selectively
• No
'• Possible federal 

intervention

And as long as we’re talking about selling the Railroad, take a look 
at how that would stack up against our objectives in the state.

P a g e  18  o f  2 1
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Don’t fix what isn’t broken

• T h e  R a ilro ad  m ak es  m oney

• T h e  R a ilro ad  tak e s  no s ta te  subsid ies

• T he R a ilro ad  is  p ro fessionally  ran

■ T h e  R a ilro a d  is  a  good business p a rtn e r

• T he  R a ilro ad  se rv es v ita l pub lic  p u rp o ses

• T h e  R a ilro ad  h a s  access to  cap ita l

• T h e  R a ilro ad  is  A laskan

These are the messages I  want to leave w ith you:

P ag e  20 o f  21
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The future of the Railroad is bright. We should be held up as an 
example of how government can run like a business, not a target for 
misguided political meddling.

Let’s continue that success, and help the Railroad continue to help 
Alaska grow — just as it has for more than 80 years.

P a g e  21 o f  21
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1985 1986 1987 1988

Operating Revenue $57,092 $47,239 $45,457 $51,207

Operating Expenses $55,413 $5.4,264 $46,495 $48,898

Income from Operations $1,679 ($7,025) ($1,033) $2,309

Real Estate Income $4,095 $4,934 $4,821 $4,438

Olner Income $1,920 $1,719 $890 $585

Interest Expense ($561) ($613) ($1,661) ($.1,526)

Nb. ..icome $7,1.33 ($985) $3,011 $5,806

Passenger Revenues $4,344 $4,574 $5,434 $5,601

Average it of Employees 668

Total 
1991:1995 •

Total Tot ’ 
1986:1995 1994:1995

Operating Revenue $292,659 $553,540 $112,126

Operating Expenses $299,002 $564,011 $114,123

Income from Operations ($6,343) ($10,471) ($1,997)

Re?1 Estate Income $19,516 $41,359 $8,509

Other Income $1,902 $6,612 $413

Interest Expense ($6,296) ($13,366) ($2,264)

Net Income $J3.Z79 $24,134 $4,661

\

1989 1990 1991 1992 • 1994 1995

$55,065 $61,913 $61,773 $61,840 $51,854 $60,272

'-5,453 $59,904 $59,630 $62,42Z I $5Z,97J. $56,.152

($388) $2,009 $2,143 ($587) ($5,117) $4,120

$3,932 $3,718 $3,592 $3,616 $3,941 $4,568

$637 $879 $436 $509 $544 $222 $191

($1 204) ($2,066) ($1,729) ($1,189) ($1,1.14) ($1,255) ($.1,008)

$2.9ZZ $4540 $4,442 $2,349 ($25Z3) ($1210) $7,87.1

$6,025 $6,973 $8,173 $8,460 $8,855 $9,012 $9,749

577 580 570



A L A S  E L  „  S T A T E  L E G I S L A T U R E

L E G IS L A T IV E  B U D G E T  A N D  A U D IT  C O M M IT T E E
D iv ision  of L eg is la tiv e  F in an ce

P.O-Box 113200 
Juneau, AK 99811-3200 

(907) 465-3795 
FAX (907) 463-4885

MEMORANDUM

DATE:

TO:

FROM:

BY :

January 28, 1997

Representative Terry Martin 
House Finance Committee

Mike Greany, Legislative Fiscal Analy 
Division o f Legislative Finance

Dave Tonkovich, Fiscal Analyst 
Division o f Legislative Finance

SUBJECT: State Appropriations to the Alaska Railroad

A t your request we’ve prepared a list o f state appropriations to the Alaska Railroad:

SLA84, Ch. 171, Sec. 319 (Department o f Commerce and Economic Development)

Alaska Railroad Acquisition
Alaska Railroad Capital Equipment and Improvements 
Railroad Working Capital Fund

SLA90, Ch. 208, Sec 145

Locomotives, Rolling Stock, and associated equipment cost 
(Associated with Wishbone H ill Coal Project)

$22,271,000 GF 
6,000,000 GF 
4,900,000 GF

$9,000,00C . ‘b j
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Alaska IUjiaoau Rctoltoc Fund 

ESTIMATES APPROPRIATION'S

197 5 .............................................. .$6,500,000 1975...............- ..............................*6.031.000
1976 .........................................   0 1976...... - ..............  9,000,000
1977 ................................................fi,000,000 1977 ................................................. K,000,000
197 8 ....................... ..... 3,000,000 1978 ................................................. 3.000.000
1979  3.000.000 1979....... ..........................................9,300,000
198 0  5.000.000 1980....................... ..........................8,500.000
1981 ....... -  10.840,000 1981 ............................................... 10.640,000
1981 (Supp.)- 2.000,000 1981 (Supp.)  .......................... 2,000.000
198 2 ..................................................8,160,000 1982........................   6,]f>0.000
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H igh-Speed R a il  T r a in s e ts  a n d  F a c il i t ie s

CxxxracM.

For the National Railroad Passenger Corporation, $80,000,000, 
to remain available until September SO, 1999, to pursue public/
!irivote partnerships for high-speed rail trainset and maintenance 
adlity financing arrangements.

Railroad Rehabilitation  and Improvement Program

The Secretary of Transportation is authorized to issue to the 
Secretary of the Treasury notes or other obligations pursuant to 
section 612 of the Railroad Revitalization and Regulatory Reform 
Act of 1976 (Public Law 94-210), aa amended, in such amounts 
and at such times aa may be necessary to pay any amounts required 
pursuant to the guarantee of the principal amount of obligations 
under sections 611 through 513 of such Act, such authority to 
exist aa long as any such guaranteed obligation is outstanding: 
Provided, That no new loan guarantee commitments shall be made 
during fiscal year 1997.

Next Generation  H io h -Speed  Rail

For necsssary expenses for Next Generation High-Speed Rail 
studies, corridor planning, development, demonstration, and 
implementation, $24,757,000, to remain available until expended: Provided, That ftinds under this head may be made available for 
grants to States for high-speed rail corridor design, feasibility 
studies, environmental analyses, and trade end signal 
improvements.

Trust Fund Share o f  N ext Generation  High -Speed  Rail

(LIQUIDATION OF CONTRACT AUTHORIZATION)

(HIGHWAY TRUST FUND)

For grants and payment of obligations incurred In carrying 
out the provisions of tha High-Speed Ground Transportation pro­
gram as defined in subsections 1036(c) and 10S6(dXlXB) of the 
Intermodal Surfaea Transportation Efficiency Act of 1991, including 
planning and environmental andysea, $2^66,000, to be derived 
from the Highway Trust Fund and to remain available until 
expended. ______ ____________

Alaska Railroad Rehabilitation

To enable tbs Secretary of Transportation to make grants to 
tha Alaska Railroad, $10,000,000 shall be for capital rehabilitation 
and improvements benefiting its passenger operations.

ttfiODE ISLAND KAIL DEVELOPMENT
For the coeia associated with construction at a third track 

on the Northeast Corridor between Darisrtlle and Central Falls, 
Rhode Island, with sufficient clearance to accommodate double stack 
freight care, $7,000,000 to be matched by the State of Rhode Island 
or its designee on a dollar for dollar basis and to remain available 
until expended: Provided, That as a condition of accepting ruch 
funds, the Providence and Worcester (F&W) Railroad shall enter

PUBLIC LAV

into an agreement with t 
or the Federal Railroad At 
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seq.) and 49 U.S.C. 24909, $115,000,000, to remain available until 
September .30, 1998.

Railroad Rehabilitation and Improvement Program

The Secretary of Transportation is authorized to issue to the 
Secretary of the Treasury notes or other obligations pursuant to 
section 512 of the Railroad Revitalization ana Regulatory Reform 
Act of 1976 (Public Law 94—210), as amended, in such amounts 
and at such times as may be necessary to pav any amounts required 
pursuant to the guarantee of the principal amount of obligations 
under sections 511 through 513 of such Act, such authority to 
exist as long as any such guaranteed obligation is outstanding: 
Provided, That no new loan guarantee commitments shall be made 
during fiscal year 1996.

National Magnetic Levitation prototype Development

(LIMITATION ON OBLIGATIONS)

(HIGHWAY TRUST FUND)
None of the funds in this Act shall be available for the planning 

or execution of the National Magnetic Levitation Prototype Develop­
ment program as defined in subsections 1036(b) and 1036(dXl)(A) 
of tha Intermodal Surface Transportation Efficiency Act of 1991.

Next Generation Hich  Speed Rail

For necessary expenses for Next Generation High Speed Rail 
studies, corridor planning, development, demonstration, and 
implementation, $19,205,000, to remain available until expended: 
Provided, That funds under this bead may be made available for 
grants to States for high speed rail corridor design, feasibility 
studies, environmental analyses and track and signal improve­
ments.

Trust F und Share of  Next Generation H igh Speed  Rail

(LIQUIDATION OF CONTRACT AUTHORIZATION)
(HIGHWAY TRUST FUND)

For grants and payment of obligations incurred ia carrying 
out the provisions of the High Speed Ground Transportation pro­
gram as defined in subsections 1036(c) and 1036WX1XB) of the 
Intarmodal Surface Transportation Efficiency Act of 1991, including 
planning and environmental analyses, $7,118,000, to be derived 
from the Highway Trust Fund and to remain available until 
expended: Provided, That none of the funds in this Act shall be 
available for the implementation or execution of programs the 
obligation* for which are in excess of $5,000,000.

Alaska Railroad Rehabilitation  --------

To enable the Secretary of Transportation to make grants to 
tho Alaska Railroad, $10,000,000 shall be for capital rehabilitation 
and improvements benefiting its passenger operations.

Rhode Isl.

For the costs aasociat 
on the Northeast Corridor 
Rhode Island, with sufliricr 
freight cars, Sl.000.000 to i 
or it* designee on a dollar 
until expended: Pmuided, 
funds, the Providence and 
into an agreement with -  
or the Federal Railroad Ad: 
up to the first S8,000.00( 
action initiated by the P& 
with Aintrak relating to thi 
Davisvifie and Central Fall 
freight operations,

Grants to the Nation/  
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of which $305,000,000 shi 
for mandatory passenger : 
be for transition costs 
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vehicles for those officers •
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M a n y  r e p r e s e n ta t iv e s  o f  th e  A la s k a  R a ilro a d  h a v e  s p o k e n  a g a in s t  H B  55. 
J o s e p h  P e rk in s ,  C o m m is s io n e r  o f  T r a n s p o r ta t io n  a n d  a  M e m b e r  o f  th e  A la s k a  
R a i lr o a d  B o a rd  s a id  in  o u r  la s t  T r a n s p o r ta t io n  m e e t in g , " I f  it  a in 't  b ro k e , 
d o n 't  fix  i t ."

F o r m e r -G o v e rn o r  S h e ff ie ld  a s s e r te d  th e  E x e c u tiv e  B u d g e t  A c t w o u ld  h in d e r  
th e  a b i l i ty  o f  th e  A la s k a  R a i lro a d  to  e a r n  a  p ro f i t .  In  1993 a n d  1994 th e  
r a i l r o a d  lo s t  n e a r ly  $6 m illio n . T h e n  in  1995 th e  r a i l ro a d  s u p p o s e d ly  m a d e  
$7 .8  m il l io n  a n d  a n o th e r  $8  m il l io n  fo r  1996. H o w e v e r ,  a t  th e  e n d  o f  e a c h  o f  
th o s e  p r o f i t  y e a rs ,  th e  r a i l r o a d  re c e iv e d  $10  m il l io n  in  f e d e ra l  s u b s id ie s .  In  
o th e r  w o r d s ,  th e r e  is a l r e a d y  a  q u e s t io n  w h e th e r  th e  r a i l ro a d  c a n  e a r n  a  p ro f i t ;  
p la c in g  th e  A R R C  u n d e r  th e  E x e c u tiv e  B u d g e t  A c t w o n 't  c h a n g e  th a t  c o n c e rn  
o r  i ts  a b il i ty  to  e a rn  a  p ro f i t .

G o v e r n o r  S h e f f ie ld  a n d  C o m m is s io n e r  P e r k in s  m e n t io n e d  th a t  th e  E x e c u tiv e  
B u d g e t  A c t  w o u ld  h u r t  th e  r a i l r o a d 's  a b i l i ty  to  b e  flex ib le , to  m e e t  n e w  m a r k e t  
d e m a n d s ,  to  r e a c t  to  c h a n g in g  s i tu a t io n s ,  to  m a k e  n e w  c a p ita l  in v e s tm e n ts  
a n d  to  r u n  a  g o o d  ra i l ro a d .

I f  f r e e d o m  to  o p e ra te  is th e  r a i l r o a d 's  c o n c e rn  th e n  w h y  d id  th e  r a i l ro a d  fo rc e  
A n c h o r a g e  S a n d  a n d  G ra v e l  to  le a se  th e i r  o w n  r a i l ro a d  c a rs . T h e  A R R C  d id  
n o t  h a v e  e n o u g h  c a rs  fo r  th a t  c o m p a n y  to  m o v e  th e i r  p r o d u c t ,  th u s  
A n c h o r a g e  S a n d  & G ra v e l  w a s  fo rc e d  to  s h ip  40 c a rs  u p  to  A la s k a  a n d  le a se  
th o s e  s a m e  c a rs .

B e in g  f le x ib le  a n d  m e e t in g  m a r k e t  d e m a n d s  r e q u i r e s  fo re s ig h t .  C u r r e n t ly ,  th e  
r a i l r o a d  u s e s  4 -ax le  lo c o m o tiv e s  w h i le  e v e iy  o th e r  r a i l ro a d  in  th e  U n i te d  
S ta te s  u s e s  6 -ax le  lo c o m o tiv e s . T h e  m a in  d if fe re n c e  is th a t  a  4 -a x le  
lo c o m o tiv e  h a s  th e  a b il i ty  to  h a u l  a b o u t  40  c a rs  w h i le  a  6 -ax le  lo c o m o tiv e  c a n  
h a u l  a b o u t  80 c a rs . If th e  r a i l ro a d  is c o n c e rn e d  a b o u t  m a k in g  a  p ro f i t ,  w h y  
h a s n 't  th e  r a i l r o a d  u p g r a d e d  to  6 -ax le  lo c o m o tiv e s  fo r  e ff ic ie n c y  a n d  
p ro f ic ie n c y ?  A lso , th e  r a i l ro a d  h a s  n e v e r  in  i ts  12 y e a r s  o f  s ta te -o w n e d  
o p e r a t io n ,  p la c e d  o n  p a p e r  a  p la n  fo r  e x p a n s io n  o f  s e rv ic e  o p e ra t io n s .  T h e  
r a i l r o a d  h a s  a lw a y s  b e e n  c o m fo r ta b le  w i th  ju s t  g e t t in g  b y .

A c c o r d in g  to  fo rm e r - G o v e m o r  S h e ff ie d , th is  f r e e d o m  to  o p e r a te  is  b e in g  
j e o p a r d iz e d  b y  th is  b ill  w h ic h  w o u ld  p la c e  th e  r a i l ro a d  u n d e r  E x e c u tiv e  
B u d g e t  A c t. P a s t  le g is la t iv e  A u d i t s  a n d  c o n c e rn s  f ro m  lo ca l g o v e r n m e n ts  
h a v e  e x p re s s e d  th a t  th e  A la s k a  R a ilro a d  C o r p o r a t io n  is:

•  G iv in g  a w a y  v a lu a b le  s ta te  a s s e ts  s u c h  a s  la n d  a n d  g ra v e l

The Alaska Railroad, and the Executive Budget Act



• Competing directly with private enterprise in the areas of hotels, 
excavation and gravel sales, land disposal, and private tours.

• Unwilling to include the public in projects that effect the community, 
often contrary to open public process requirements

• Unwilling to negotiate with local municipalities and governments
• Unwilling to follow local municipal zoning laws.
Another legislative audit pointed out ARRC's lack of corporate oversight in 
expending corporation receipts. Former Governor Sheffield mentioned that 
the railroad is owned by the residents of Alaska. If the residents of Alaska 
read through the audit concerning Governmental Corporations' Board of 
Directors and Executive Director Travel Expenses they would have been 
appalled. The audit clearly shows the lack of concern by the CEO and the 
ARRC board to use railroad money properly. For example, a four-day trip to Florida by the CEO and his wife cost ARRC and the State of Alaska $6,721 in 
airfare, meals and lodging.
Former Governor Sheffield shouldn't be blamed for the railroad's 
inadequacies or lack of plans or purposes. Most of the concerns and problems 
effecting the railroad were inherited not created by former Gov. Sheffield. His 
strong defense and zeal concerning the ARRC are admirable. But placing the 
railroad under the Executive Budget Act will not hurt the railroad.
Under the Executive Budget Act the railroad can still operate as a corporation 
and decisions affecting the future are still made by the board and the CEO. 
Under the Executive Budget Act, the railroad would submit a budget to the 
Governor and Legislature like every other state agency and corporation.
Under the Executive Budget Act, there would be no concern that it is 
unconstitutional for the railroad to be appropriating its own money.
Under the Executive Budget Act, concerns and audits effecting the railroad 
could be brought forth to the legislature during the annual budget process and 
the railroad could provide insight and seek appropriation for expansion of 
services and rail lines. ARRC's concern that appropriations could only be 
sought during session is ridiculous. Again, every other state agency and state 
corporation continually and periodically refines and re-appropriates money 
during the interim through the Legislative Budget & Audit Committee.
Why can't the legislature have oversight of its resources and facilities?
Simply, under the Executive Budget Act, the railroad will have to 
communicate with the state about its plans for operations, its plans for 
deferred maintenance and its plans to run the railroad, without the need of 
the Legislature, the Legislative Budget & Audit Committee nor the 
Governor's office to pull teeth for information.



The Executive Budget Act doesn't force the Railroad to detail every 
expenditure through nickel and diming, but the Executive Budget Act allows for an open communication process between the Alaska Railroad 
Corporation and its owners-the people of Alaska through their Governor and their Legislature-which currently does not exist.
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STATE OF ALASKA
130 Seward Street, Suite 409
Juneau, Alaska 99001-2105

M E M O R A N D U M February 7, 19V7

S U B JE C T : A laska Railroad Corporation (HB 55)

T O : Representative Terry Martin 
Attn: Christopher Knight

F R O M : Tam ara Brandt Cook 
Director **\ b u

You has asked me whether the Alaska Railroad Corporation may constitutionally spend 
revenue it generates without an appropriation. The corporation is exem pted from a num ber 
o f  laws under AS 42.40.920(b), including the Executive Budget Act. It is far from certain 
to me that an exem ption from the Executive Budget Act necessarily means that money 
involved in the exem ption may be spent without an appropriation. To the extent that the 
state constitution requires an appropriation before money is spent, that requirement controls.

The federal Alaska Railroad Transfer Act contains a provision dedicating revenue generated 
by the railroad to railroad purposes. I am not convinced that a dedication o f  revenue, 
how ever valid under Article IX, sec. 7, places that revenue outside o f  the appropriation 
requirem ent o f  Article IX, sec. 13. It is possible that a court could conclude that, while 
revenue may be used only for railroad purposes, before it is so used it must be appropriated. 
In short, the legislature may still have the right and constitutional obligation to review  
proposed railroad expenditures and determine whether money will be spent for a particular 
railroad purpose, rather than another railroad purpose, and in what amount. The Attorney 
G eneral's office has likewise concluded that a good probability exists that revenue o f  the 
Alaska Railroad Corporation is subject to appropriation before expenditure. (Memorandum, 
366-575-84, May 26, 1984, copy attached)

It has been argued that money o f  a public corporation (like the Alaska Railroad Corporation) 
with an existence independent from the state is not in the state treasury and. therefore, not 
subject to appropriation. The Attorney General has, however, concluded that money in one 
public corporation (AHFC) is subject to appropriation to the extent that it is unencumbered. 
(Informal Opinion, 366-463-85, April 24, 1985, copy attached) That opinion was cited by 
the A laska Supreme Court with approval and the court has specifically recognized that 
money appropriated from AHFC must be counted as "available for appropriation" for 
purposes o f  applying Art. IX, sec. 17, relating to the budget reserve fund. (Hickel v. Cowper. 
874 P.2d 922 (Alaska 1994) footnotes 11 and 23) This conclusion o f  the court necessarily



presupposes that the legislature does, indeed, have the power to make appropriations from 
A H FC 's unencumbered assets. I f  revenues o f  that public corporation are subject to 
appropriation, it would seem quite likely that the revenues o f  the Alaska Railroad 
Corporation would also be treated as subject to appropriation by the court.
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EPLY TO:

OFF ICE OF THE ATTORNEY GENERAL

D E P A R T M E N T  O F  L A W

A p r i l  2 4 ,  1 9 8 5

Hon. A 1  Adams, Chairman 
House F i n a n c e  Committee 
Alaska H o u s e  of Representatives 
Pouch V""
Juneau, A K  99811

Re: L e g i s l a t i v e  power of a p p r o p r i­
a t i o n  over funds o f  p u b l i c  
c o r p o r a t i o n s 
O u r  file: 366-463-85

Dear R epres e n t a t i v e  A d a m s :

Y o u  have r e q u e s t e d  our a d v i c e  w h e t h e r  the le gislature's  
power o f  appropriation  i ncludes the p o w e r  to approp r i a t e  m o n e y  
a d m i n i s t e r e d  by. the A l a s k a  H o u s i n g  F i n a n c e  C orpor a t i o n  (AHFC). 
AHFC was c r e a t e d  to a d m i n i s t e r  a s t a t e  e n terprise c o n s i s t i n g  a l­
most e n t i r e l y  of making h o u s i n g  loans or providing a s e c o nda ry 
m o r t g a g e  m a r k e t  for h o u s i n g  loans o r i g i n a t e d  by private lending 
institutions. AHFC is a state a g e n c y  w i t h  the p ower to incur 
indebtedness if repayment is s e c u r e d  b y  pledging r e v e n u e  e a r n e d  
from A H F C  enterprises. See A l a s k a  Const, art. IX, § 11. The 
pledge is secured by d e d i c a t i n g  money, inc luding revenues e a r n e d  
from the loan enterprise, to s p eci al a c c o u n t s  e s t a b l i s h e d  for the 
benefit o f  bondholders. Y o u  d esire to k n o w  whether the l e g i s l a­
ture m a y  appropriate d i r e c t l y  f r o m  A H F C ' s  A l a s k a  h o u s i n g  finance 
revol v i n g  loan fund (AS 18.52.082) for a purpose u n r e l a t e d  to 
AHFC. In addition, you a s k  if the u n o b l i g a t e d  balance of a n  a p­
pro p r i a t i o n  from the g e n e r a l  fun d to the revolving fund m a y  be 
r e a p p r o p r i a t e d  for a n o t h e r  purpose.

First, we b e l i e v e  there is l ittle doubt that the l e g i s­
lature m a y  reappropriate the u n e n c u m b e r e d  a n d  u n o b l i g a t e d  balanc e 
of an e x i s t i n g  appropriation. See Inf. Op. A tt' y Gen. (Sept. 26; 
366-132-81). The legislature i.s m e r e l y  r e d ucing the a u t h o r i z a­
tion to spen d money. T h e  formal act of approp r i a t i n g  m o n e y  does 
not invest a person or e n t i t y  w i t h  the r i g h t  to u l t i m a t e l y  e x p e n d  
the m o n e y  unless a valid, b i n d i n g  c o n t r a c t  is made w i t h  that e n­
tity. It is very d o u b t f u l  that a p o l i t i c a l  subdiv i s i o n  of the 
state b e i n g  entirely a c r e a t u r e  of s t a t u t e  could c l a i m  a v e s t e d  
right to e x p e n d  money u n d e r  an a p p r o p r i a t i o n  absent the i n t e r v e n­
tion o f  innocent third parties. B a s e d  on these principles, we

□  1031 W  4 th  A  V E N U E  
S U IT E  200
A N C H O R A G E .  A L A S K A  99501  

P H O N E :  1907) 2 7 6 3 5 5 0

□  /ir  N A T IO N A L  C E N T E R  
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P H O N E :  1907) 452-1568
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c o n c l u d e  that the u n e x p e n d e d  and u n o b l i g a t e d  balance of an appro-d 
p r i a t i c n  to the A H F C  revolving fund m a y  be a p prop riated for pur-jj 
poses u n r e l a t e d  to AHFC,

We  n e x t  turn to the m o r e  difficult q u e s t i o n  of whetherl 
the b a l a n c e  of the A H F C  r e v o lving f u n d  may be a p p r o p r i a t e d  b y  the] 
le g i s l a t u r e  for a p u r p o s e  u n r e l a t e d  tc AHFC. The A H F C  revolving! 
fund serves as a c e n t r a l  pool o f  m o n e y  consisting o f  the follow-rj 
ing;- . .

(1) app rop r i a t i o n s  f r o m  the legislature;

(2) assets t r a n s f e r r e d  there by AHFC; and

(3) u n r e s t r i c t e d  repay m e n t s  of principal on loans made] 
or  p u r c h a s e d  b y  AHFC.

The assets of the r e v o l v i n g  fund are transferred to separate] 
funds w h e n  n e c e s s a r y  to s a tisfy covena nts made w i t h  bondhold ers iJ 
A m o u n t s  rem ai n i n g  in the fund do n o t  secure specific b o n d  issuesi 
of A H F C  and r e m a i n  u n r e s t r i c t e d  f o r  u s e  by AHFC "for the purposes’] 
of the -corporation." I d .

The a n s w e r  to y o u r  q u e s t i o n  turns on w h e t h e r  the re-,; 
v o l v i n g  fund is w i t h i n  the state treasury or, f a iling that, if 
the fund  is an asse t of the state w h i c h  m a y  be a p p r o p r i a t e d  by; 
the legislature. R e v o l v i n g  funds a d minist ered by state agencies 
are g e n e r a l l y  i n c l u d e d  in the state treasury for financial re-^ 
p o r t i n g  purposes. However, the A H F C  revolving fund is not car-? 
r i e d  on the state's ledgers as a n  asset of the state treasury.’; 
Rather, the r e v o l v i n g  fund is a n  a ss et of AHFC. In a r ecent a p ~  
p r o p r i a t i o n  Act, the legisl a t u r e  has s p e cifically a p p r o p r i a t e d  to 
the A H F C  r e v o lvin g fund int erest e a r n e d  on loans m a d e  o r  pur-; 
c h a s e d  by A H F C  on d e p o s i t  in the fund. See sec. 1, ch. 129, S L A  
1984. This was done to r e m o v e  a n y  q u e s t i o n  that A H F C  h a d  i m p r o p­
erly d e d i c a t e d  an u n r e s t r i c t e d  r e v e n u e  source of the state for a ] 
s p e c i a l  purpos e in v i o l a t i o n  o f  the dedicated fund prohibition] 
set out in s e ctio n 7, a r t i c l e  I X  o f  the A l a s k a  Constitution.! 
This provides some e v i d e n c e  that the legislature considers unre-] 
s t r i c t e d  earnings of A H F C  to be subject to appropriation. It isjj 
important to note that w e  have i d e n t i f i e d  these earnings as "un-i 
r e s t r i c t e d * "  This means that the rights of innocent third par-] 
ties to r e t a i n  the fund b a l a n c e  as secu rity for the p a yment of]
debt service on bonds have not i n t e r v e n e d  to rest rict the a b i l i t y  
of A H F C  to s pend them. We b e l i e v e  that the AHFC revolving, furutf 
is not in the state treasury. The effect of this c o n c l u s i o n  isj 
chat A H F C  m a y  spend m o n e y  in the f u n d  without furt her appropria-j 
cion. However, m o n e y  e arned f r o m  investments or assets of the;



Hon. A 1  Adams, Chairman . % ril 24, 1985
House Finance. Commiccee Page #3
3 66-463-85

fund have cu stomarily b e e n  c o n s i d e r e d  a s t a t e  asset w h i c h  m a y  be 
transf e r r e d  and deposited into the g e n e r a l  fund.

• The question then becomes: if the AHFC r e v o l v i n g  fund
is not in the state treasury, but is a n  a s s e t  of a state agency, 
is the fund subject to a p p r o p r i a t i o n ?  W e  b e l i e v e  that u n r e­
str i c t e d  m o n e y  in the f u n d  is p r o b a b l y  a v a i l a b l e  for a p p r o p r i a­
tion. No specific a u t h o r i t y  w a s  l o c a t e d  to support this c o n c l u­
sion. W e  base our o p i n i o n  o n  a  b e l i e f  that the l egislative pow er 
of a p p r o p r i a t i o n  will be l i b e r a l l y  c o n s t r u e d  b y  the courts. The 
a p p r o p r i a t i o n  power is o f t e n  d e s c r i b e d  as plenary. T h a t  is, the 
p o w e r  to appropriate  is l i m i t e d  o n l y  b y  e x p r e s s  provis i o n s  set 
o u t . i n  the A l a s k a  Constitut ion. J u d i c i a l  d e c i s i o n s  r e c i t i n g  this 
p r i n c i p l e  are legion. S e e , e . g . , S an F r a n c i s c o  L a b o r  C o u n c i l  v. 
P.egencs of Unive r s i t y  of C aliforni a^ 608 P . 2d T77 (Cal. 1980) ; 
C i t y  of Sand Springs v. D e p a r t m e n t " o f  P u b l i c  W e l f a r e , 608 P . 2d 
1 1 3 9 , ll48 (Okla. 1 9 8 0 ) . A b s e n t  a s p e c i f i c  p r o h i b i t i o n  in the 
A l a s k a  C o n s t i t u t i o n  a g ains t a p p r o p r i a t i n g  a sset s of an e x e c u t i v e  
b r a n c h  a g e n c y  held o u t s i d e  the state treasury, we .believe that 
the legi slature may  do so. This o p i n i o n  does not h o l d  that the 
l egisl a t u r e  must a p p r o p r i a t e  r e v e n u e  o f  a  p u b l i c  c o r p o r a t i o n  b e­
fore it c a n  be spent, o n l y  t h a t  the l e g i s l a t u r e  m a y  ex ercise c o n­
trol o v e r •u n r e s t r i c t e d  a s s e t s  of a p u b l i c  corporation. To deny 
this p o w e r  w o u l d  e s t a b l i s h  a n  e n t i t y  c a p a b l e  of s e g r e g a t i n g  u n r e­
str i c t e d  state revenue forever. A t  some point, this w o u l d  do 
v i o l e n c e  to the ded icated f u n d  p r o h i b i t i o n  set out in a r t i c l e  IX, 
s e c t i o n  7 of the A l a s k a  C o n s t i t u t i o n .

W e  believe it is a l s o  our r e s p o n s i b i l i t y  to i n f o r m  you 
that there is a c o n t r a r y  v i e w  o n  this subject. T he argument 
c o u l d  be m a d e  on b ehalf o f  b o n d h o l d e r s  t h a t  A H F C  has u n d e r t a k e n  
c e r t a i n  obligations to b o n d h o l d e r s  w h i c h  a r e  b i n d i n g  o n  A H F C  and 
the legislature. AH FC b onds are i s s u e d  as g e n e r a l  o b l i g a t i o n s  of 
the corporation. Typically, A H F C  c o v e n a n t s  in its inden t u r e  that 
it w i l l  "defend, preserve a n d  p r o t e c t  the p l e d g e  o f  .the p r o g r a m  
obligations, pledged revenues,  and o t h e r  a s s e t s . "  Bondholders  
c o u l d  a t t a c k  any direct a p p r o p r i a t i o n  o f  the A H F C  r e v o l v i n g  fund 
as a v i o l a t i o n  of the c o v e n a n t  to p r e s e r v e  assets. W e  bel ieve 
this c o v enant will not r e s t r i c t  l e g i s l a t i v e  a p p r o p r i a t i o n s  of 
u n r e s t r i c t e d  assets of A H F C  w h i c h  are u n n e c e s s a r y  to secure the 
r e p a y m e n t  of debt service o n  bonds. See O p i n i o n  o f  the J u s t i c e s , 
313 H . E . 2 d  382 (Mass 1977); O p i n i o n  or the J u s t i c e s , 136 N . E . 2 d  
223 (Mass 1956). This m e a n s  that the d i r e c t o r s  of A H F C  m u s t  be 
c e r t a i n  that an a p p r o p r i a t i o n  o f  c o r p o r a t i o n  assets w i l l  not j e o­
par d i z e  its ability to p a y  d e b t  s e r v i c e  on o u t s t a n d i n g  bonds.

To prepare for a n d  m e e t  a n y  c h a l l e n g e  to the a p p r o p r i a­
tion of A H F C  assets, we r e c o m m e n d  that the l e g i s l a t u r e  not only

309
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appropriate the a s s e t  but also a m e n d  the enabli ng Act of AH FC to 
a ssure bondholders that an i m p a i r m e n t  of their security w i l l  not 
occur. Under this approach, a v a l i d  transfer of assets requires 
not only an a p p r o p r i a t i o n  f r o m  the A H F C  r e v o lving fund but also 
an amendment to AS 18.56.020 w h i c h  provides a u t h o r i t y  for A H F C  to 
transfer u n r e s t r i c t e d  surplus to the g e n eral fund. */ A u t h o r i z a­
tion by general l aw for the t r a n s f e r  of assets of public c o r p o r a­
tions has been u s e d  in the past. I n  1980, the legis lature trans­
fer r e d  the assets cf the A l a s k a  S t a t e  D e v e l o p m e n t  Corpo r a t i o n  (AS 
44.59.010), the S m a l l  Business D e v e l o p m e n t  C o r p o r a t i o n  (AS 44.- 
60.020), and the A.laska T o l l  'Bridge A u t h o r i t y  (AS 44.57.010) to 
the Alaska I n d u s t r i a l  D e v e l o p m e n t  Authority. Sec. 42, ch. 106,, 
S L A  19S0. The t r a n s f e r  w as m a d e  n o t  in an app ropriations  bill,; 
but in a bill p r o p o s i n g  the e n a c t m e n t  of g e n e r a l  law. It is c u r­
ious to note that no c o r r e s p o n d i n g  a p p r o p r i a t i o n  was made. This- 
approach is c o n s i s t e n t  w i t h  a n o t h e r  familiar adage of public fi 
nance law that a p p r o p r i a t i o n  bills m a y  not be u s e d  to ame nd sub-^ 
stantive law. L e g i s l a t i v e  B udget & Audit Commi t t e e  v. H a m m o n d , 
No. 1JU-80-1163 C I V  (Alaska Super., May 2 5 1 9 8 3 )  . It could be- 
argued that AS 1 8 . 5 6 . 0 2 0  implies that the assets of AHFC w i l l  bei 
transferred to the state t r e a s u r y  o n l y  u p o n  termination. Because 
an appropriation -cannot a m e n d  e x i s t i n g  law, a transfer from the- 
fund before d i s s o l u t i o n  o f  A H F C  w o u l d  be subject to question.

While w e  b e l i e v e  that a direct a p p r o p r i a t i o n  of surplus 
A H F C  assets is l e g a l l y  defensible, to a v o i d  any q u e s t i o n  as to 
the validity of a tr ans f e r  a p p r opriati on, w e  r e c o m m e n d  that the; 
legislature

(1) e n a c t  an a m e n d m e n t  to AS 13.56.020 authorizing^ 
interim t r a n sfers of u n r e s t r i c t e d  surplus assets of AHFC to. 
the g e neral fund;

(2) p r o v i d e  that the b o a r d  of directors shall annually- 
determine the a mou nt o f  surplus a v a i l a b l e  for transfer; ar.dj;

*/ AS 18.56.020 provides:

A L A S K A  H O U S I N G  F I N A N C E  CORPORATION. The 
A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  is a public 
c o r p o r a t i o n  and g o v e r n m e n t  i n s t r u m e n t a l i t y  w i t h i n  
the D e p a r t m e n t  of Revenue, but h a v i n g  a legal e x­
istence i n d e p e n d e n t  of and separate f r o m  the 
state. T h e  c o r p o r a t i o n  m a y  n ot be terminated as 
long as it has bonds, notes or o t h e r  obligations 
outstanding. U p o n  t e r m i n a t i o n  of the corporation, 
its r ights and p r o p e r t y  pass to the state.
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(3) a ppropriat e the assets_ from the fund to the gener al 

fund in acc or d a n c e  w i t h  the t r a n s r e r  authorization.

We hope this m e m o r a n d u m  has a n s w e r e d  your questions.

S i n c e r e l y  yours,

N O R M A N  C. G O R S U C K  
ATTOP.NEY G E N E R A L

James L. B a ldwin  
A s s i s t a n t  A t t o r n e y  General

JLE/pjg
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Appropriatio n of 
Alaska Railroad 
revenue

Luann Cutler, on ycur behalf, has requested our opinion 
w h e t h e r  revenues of the A laska R a i l r o a d  must be appropriated b e­
fore expenditure. U n d e r  the provisions of the Alaska Railroad 
T r a n s f e r  Act (45 U.S.C. § 1207 -- 45 U.S.C. § 1214), "revenues 
g e n e r a t e d  by the stat e- o w n e d  r a i l r o a d  shall be retained and m a n­
aged by the state-owned  r a i l r o a d  for r a i lr oad and related p u r­
poses." 45 U.S.C. § 1207(a)(5).

This constitutes a dedicat ion of revenue m a n d a t e d  by 
federal law. Even .if a r e ve nue source is dedicated for a s p e c i f­
ic purpose, amounts m a y  not be e x p e nded by an agency w ithin the 
execu t i v e  branch from that revenue source unless a p p ropriated by 
law. A l a s k a  Const, art. IX, §§12, 13; see a l s o , Kelley v.
H a m m o n d , C.A. No, 77-4, 1st Jud. Dist. (Alaska 1977). The impor­
tant distin c t i o n  of a Vcflidly d e d i c a t e d  revenue source is that 
m o n e y  m a y  not be e x p e n d e d  for a purpose other than the Alaska 
Railroad, not n e c e s s a r i l y  that the m oney m a y  be expended without 
appropriation.

We acknowledge that if the railroad's function is a s­
signed to a public c o r p o r a t i o n  w h i c h  is e st ablished as a p o l i t i­
cal s u b d i v i s i o n  of the state, an argument  can be m a d e  that r a i l­
road r e venue is not a p a r t  of the state treasury, m u c h  the same 
as the revenues c o l l e c t e d  by m u n i c i p a l  corporations. If this 
v i e w  is a d opted in Alaska, r a i lr oad revenues could be expended 
w i t h o u t  appropriations. To date, this v i e w  has b e e n . repudiated 
at the superior court level. K e l l e y  v. H a m m o n d , C.A. No. 77-4, 
1st Jud. Dist. (Alaska 1977).

We hope chis o p i n i o n  answers your question.

J L 3 / m g

t o :  Honorable A1 Adams, Chairman d a t e :
House Finance C o m m i ttee  
A l a s k a  State L e g i s l a t u r e  f i l e  n o :

TELEPHONE NO:

from: M e r m a n  C. Gorsueh s u b je c t .-
A t t o r n e y  General

By: James L. Baldwin
A s s i stant A t t o r n e y  Gen eral

Voouio,, ,o,r?i
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A la s k a  R a i lr o a d  C o r p o r a t io n

Financial Audits
•  T he financial at'fairs o f  the A laska Railroad Corporation are audited annually  by a public 

accoun ting  firm. The corporation  typically receives a "clean” opinion on its financial 
s ta tem ents.

Performance Audits
•  A laska  statute also requires the corporation to have an annual perform ance audit 

co n ducted  by a recognized railroad m anagem ent expen. This audit is conducted  presently 
by M ercer M anagem ent C onsu lting  and is presented to the Board o f  D irectors o f  the 
co rpo ra tion  annually.

Significant Special Audits

Ship  C reek  Redevelopm ent F o llow -up. N ovem ber 17. 1994
•  This aud it was conducted to follow  up on the findings and conclusions we made in our 

o rig inal review  (1992) o f  this project. Several o f  the issues we initially raised appeared to 
have been satisfactorily resolved. Our concern in this review  was w hether the 
developm ent would be successful.

• T he redevelopm ent project had  yielded little construction to date. N one o f  the four 
cen terp iece  projects envisioned  had com m itm ents in place.

■Anchorage G ravel A ctivities. Ju ly  3. 1996
•  T he report addresses our concerns that the A laska Railroad C orpo ra tion ’s (.ARRC) 

ag reem en t with the F lam ingo Brothers Partnership to market and extract gravel from the 
co rp o ra tio n ’s A nchorage p roperty  may not have been in the best in terest o f  the 
co rporation .

•  A R R C ’s public procurem ent process was not followed. In the co rporation 's  opinion, the 
g ravel agreem ent w as the d isposal o f  real property, and therefore, not subject to its 
p rocu rem en t rules. W e believe it w as a com m odity sale that should have been subject to 
the prov isions o f  those rules.

•  A R R C ’s reai estate leases are inappropriately  offered on a •‘first come, first served” basis.

•  .A RRC’s justification  o f  the p ro ject was unclear.

- 1 -
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• A R R C ’s lack o f  public process excluded the com m unity.

• W e recom m ended .ARRC im prove its m onitoring o f  em ployee conflict o f  interest 
d isc lo su re  statem ents.

C hena L andings D evelopm ent. August 20. 1996
• T his au d it review ed A R R C 's m anagem ent o f  the developm ent project related to utility 

p rocurem ent, leasing, and public am enities.

• The u tility  project was delayed by planning and design difficulties.

•  R equest for proposal criteria and evaluation procedures were inadequate.

• The corporation  lacked docum entation regarding project developm ent planning.

• Leases are not com petitively offered: .ARRC inappropriately uses a ” first com e, first 
se rved" approach to leasing property.

O n g o in g  o r  P end ing  A udits
A laska RailroadCoqiQratiQn^Equifime.nt. Purchases/D isposals 
A laska R ailroad  Corporation. Real.Estate A ppraisal M ethodology

A u d ito r  O b se rv a tio n s

T he Al? '"a R ailroad C orporation has been under the "legislative m icroscope" for the last few 
years. T he A ud it D ivision has conducted five audits o f  the corporation since 1992 and has 
one aud it in progress and another pending. O f those seven audits, two deal with rail 
operations, and  five involve the corporation 's  m anagem ent o f  real estate.

D uring the interim , the Legislative Budget and A udit Com m ittee also pursued a greater 
u nders tand ing  o f  the corporation and its assets. We believe that it is im portant that the 
L eg isla tu re  understand the operation o f  the corporation and be aware o f issues that im pact its 
operation . T he Legislative Budget and A udit Com m ittee appears to be the appropriate 
vehicle  cu rren tly  available to provide that oversight.

The A laska  R ailroad C orporation finds itse lf in an unenviable position. O n one hand, it is 
operating  un d er a statutory m andate to generally m anage the corporation on a self-sustain ing 
basis. O n  the o ther hand, as a corporation w holly ow ned by the State, the corporation  must be

ALASKA STATE LEGISLATURE
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heid  to certa in  standards o f  openness and public accountability . It is in this vein that we often 
find ourselves at odds with the corporation. We believe that as long as the corporation is 
ow ned  by the public, public accountability  must com e first.

W e also  believe that the corporation can be run in an efficien t m anner and still uphold those 
public accountability  standards. M anagem ent by corporate officers and policy  direction by 
the board  o f  directors should strive for the appropriate balance. In our opinion, we have seen 
recent signs o f  im provem ent in this effort by the board, prim arily through our contact with 
the chairm an . We are hopeful that the appointm ent o f  a new ch ie f execu tive officer will 
further foster these goals.

W ithout go ing  into great detail on issues we rem ain concerned about regard ing  the A laska 
R ailroad  C orporation, we offer these sum m ary observations and would be happy  to discuss 
them  fu rther w ith any m em ber or com m ittee o f  the Legislature. They are in no particular 
o rder o f  significance.

• T he co rpo ra tio n 's  budget is not subject to the E xecutive Budget Act. W e see no reason 
w hy the corporation should be exem pt or even w hether constitu tionally , it can be. 
S im ilarly , significant federal funds have been received  by the co rporation  for capital 
rehab ilita tion  and im provem ents w ithout any legislative oversight.

• T he corporation  has show n a profit for the last tw o fiscal years (calendar y ear end). Total 
net incom e for 1996(unaudited) and 1995 was S8.0 m illion and $7.y m illion, respectively. 
T he net incom e from operations represented S4.0 m illion and $4.1 m illion , respectively. 
A pprox im ately  half o f  the corporation 's  incom e is generated from m anagem ent o f  its real 
estate. T he m ajority o f  this real estate is considered non-rail use property.

•  A  m uch  talked about concern is deferred m aintenance, how ever, little is factually  known 
abou t the extent or estim ated cost o f  that m aintenance. W e believe tha t a serious 
d iscussion  needs to take place. It is possible, or even likely, that w ithou t the federal 
fund ing  authorized the last two years ($10 m illion  per year) the ra ilro ad ’s income 
s ta tem en t w ould look significantly  different. N either the financial sta tem ents nor the 
notes to the financial statem ents reflect any estim ate o f  the am ount o f  deferred 
m ain tenance.

• .An observation  that is im portant to understanding the fragile nature o f  the co rporation 's  
financial health  is its dependence on two m ajor custom ers. A s disclosed in the notes to 
the financial statem ents for 1995, these two custom ers accounted for 45%  o f the 
co rp o ra tio n ’s revenue. The corporation’s existence is dependent on those tv/o custom ers.

• T h ro u g h  a com bination o f  statute and corporation  rules, the salary o f  railroad  em ployees 
is confiden tia l and therefore can not be d isclosed to the public. S tatute p rovides that the 
co rpo ra tion  may by rule designate and w ithhold  public disclosure o f  m atters o f  a

- j  -
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priv ileg ed  or proprietary nature. Statute goes on to describe matters as including 
personnel records. C orporation rules include salary as a personnel record.

A laska  S tatute 42.40.260(b) requires the annual report o f  the corporation to include an 
analysis  o f  potential sale arrangem ents whereby the corporation may be transferred into 
p rivate  ow nership. The corporation  has not pursued sale discussions with potential or 
in terested  buyers. The corporation  has gone so far as to notify interested parties that the 
B oard  o f  D irectors is not interested in selling the railroad.

S ta tu te  requires the corporation  to have an annual perform ance audit conducted by a 
reco g n ized  railroad expert to assure that the railroad is being managed and operated 
e ffec tiv e ly  and efficiently. T here are two reports generated from this review . A 
co n fiden tia l report is produced for the use o f  railroad managem ent. A public version o f 
the rep o rt is issued that does not go into nearly as m uch detail. We recom mend that the 
leg isla tu re  annually request a confidential briefing on the detail version o f  the 
p erfo rm ance  report.

ALASKA STATE irClSLATVPE OIVISION Of LfcCISUnVE AUDIT
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February 10, 1297 

Rep. Bill Williams
Chair, House Transportation Committee 
State Capitol 
Juneau. AK 99801-1182 
By fax: 907-465-3793

Dear Rep. Williams

I am voting to provide my testimony for your hearing today on Rep. Terry 
Martin’s HB 55, regarding tho Alaska Railroad. As the member of the Anchorage 
Assembly representing the downtown and Government Hill area, my district 
contains the railroad’s most intensive base of operations. Although I lack 
expertise in the details of Rep. Marlin’s bill, my aim is to provide you with insight 
Into the experience of our local government and my neighborhoods in dealing 
with the railroad.

My understancfing of the railroad's original mandate was that the legislature 
sought to combine the best cf the public and private sectors, creating a 
corporation which could be as flexible as a business, yet as responsive as a 
public entity. Too often in handling its real estate, however, the Alaska Railroad 
has combined the worst, not the best, of both worlds.

The most egegious example of this was in the railroad’s sale in 1995 of a large 
part of tho Government Hill bluff for gavol extraction for far below market value 
in a^ecret, sole source deal. As you may have read in the newspaper expos* 
or the legelativo audrt that followed, this was a virtual give-away of a state 
asset. Most dsturbing to me. however, wan that the gavel sale interfered with 
the Hollywood Vista apartment redevelopment project that tho city was working 
on -  thinking wo h?d the railroad’s cooperation -  on an adjacent, city-owned 
parcel of land Either through "^management, or deliberate sabotage, 
the railroad's deal ended up costing the city arid cor.sidurably more 
money to redevelop our parcel, created tremendous confusion and conflict, and 
cost the railroad dearly for selling an asset for far less than what it was worth. 
Moreover, the partnership which bought the gavel intends to operate its pit at 
night, within dose proximity to hundeds of residences, by technically avoiding

M u n i c i p a l i t y

o f

A n c h o r a g e



LEGISLATIVE BUDGET AND AUDIT COMMITTEE
D iv ision  o f  L eg isla tiv e  A u d it

November 16, 1994

P.O. Box 113300 
Juneau, AK 99811-3300 

(907) 465-3830 
FAX (907) 465-2347

Members o f the Legislative Budget 
and Aud it Committee:

In accordance with the provisions o f T itle 24 o f the Alaska Statutes, the attached report is 
submitted fo r your review.

The objective o f this audit was to determine whether travel expenses incurred by 
governmental corporations’ executive level directors and board members were reasonable and 
necessary. Our review included the ten governmental corporations which incurred travel 
expenses during FY 93 and FY 94 and whose governing board was active during this period. 
This report contains a conclusion and the related findings and recommendations for each 
governmental corporation. We have also included a listing o f the names and home 
residences fo r each board member and executive director along w ith a schedule o f travel 
expenses fo r FY 93 and FY 94.

The audit was conducted in accordance with generally accepted government auditing 
standards. Fieldwork procedures utilized in the course o f developing the findings and 
conclusions presented in this report are discussed in the Objectives, Scope, and Methodology 
section o f this report.

GOVERNMENTAL CORPORATIONS’ BOARD 6 f  DIRECTORS 
AND EXECUTIVE DIRECTOR 

TRAVEL EXPENSES

November 16, 1994

Aud it Control Number

04-4503-95

L e g i s l a t i v e  A u d i t o r
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February 10, 1997 

Rep. BiH Williams
Chair, House Transportation Committee 
State Capitol 
Juneau. AK 99801-1182 
By fax: 907-465-3793

Dear Rep. Williams

I am voting to provide my testimony for your hearing today on Rep. Tenry 
Martin’s HB 55. regarding the Alaska Railroad As the member of the Anchorage 
Assembly representing the downtown and Government Hill area, my district 
contains the railroad’s most intensive base of operations. Although I lack 
expertise in the details of Rep. Martin's bill, my aim is to provide you with insight 
Into the experience of our local government and my neighborhoods in dealing 
with tho railroad.

My understancfing of the railroad's original mandate was that the legislature 
sought to combine the best of the public and private sectors, creating a 
corporation which could be as flexible as a business, yet as responsive as a 
public entity. Too often in handing its real estate, however, the Alaska Railroad 
has combined the worst, not the best, of both worlds.

The most egegious example of this was in the railroad’s wle in 1995 of a large 
peri of the Government Hill bluff for gravel exfractwo for far below market value 
in a secret, sole source deal. As you may have read in the newspaper expose 
or the legislative audit that followed, this was a virtual give-away of a state 
asset. Most disturbing to me, however, was that the gravel sale interfered with 
the Hollywood Vista apartment redevelopment project that tho city was working 
on -  thinking we had the railroad’s cooperation -  on an adjacent, city-owned 
pexcel of land Either through gross mismanagement, or deliberate sabotage, 
the railroad's deal ended up costing the city and state considerably more 
money to redevelop our parcel, created tremendous confusion and conflict, and 
cost the railroad dearly for selling an asset for far less than what it was worth. 
Moreover, the partnership which bought the gravel intends to operate its pit at 
night, within dose proximity to hundreds of residences, by technically avoiding
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the force of an Assembly vote on the zoning of the parcel. Mo private company 
or government agency I know of would have made auch a deal.

The railroad also ha9 shown a remarkable lack of cooperation in its other real 
estate ventures at the port and in Ship Creek. The Lopatin land development 
debacle is one example. The history of this expensive fiasco is too long to 
explain here, but the outcome is simple enough: after years of effort, contentious 
rezoning of land, and missed opportunities, none of the planr h I development 
has occurred. Apparently, the developer was not serious or was unable to 
deliver, something community members pointed out in asking for a less 
ambitious but more realistic plan. Unfortunately, every time the community came 
into conflict with th« developer, the railroad was strnntfy on the developer's 
side.

The railroad has taken the same stand when problems havo cropped up with 
bulk fuel slorage operators on railroad land at the port. As the former railroad 
president always told mo, the railroad was a business, and it had to act like one. 
protecting its customers and fighting for them in the government arena against 
its neighbors.

But when it has been in the railroad’s mterest to act like a government rather than a private business, it has been willing to switch hats quickly .lust rnmntly I 
received case files for a number of city zoning complaints against the railroad 
for junk yards and other serious violations of local code on its property. Instead 
of cleaning up the problems, the railroad has legally appealed the city’s right to 
enforce our zoning laws because it is a state government entity, and so is 
exempt from local zoning. I believe this legal argument is false, but it certainly 
demonstrates the railroad's willingness to use its public-private status to tho 
deorlment of the public and Its competitors talhw liian in Urn positive way the 
legislature intonded.

I am hopeful that new management at the railroad will dean up the problems in 
its real estate uepartment and bring the rartroad into a more cooperative 
relationship wi'h .ocai government. Over the long term, however. I feel the 
legislature should look at ways to restructure the railroad'* legal etatus. as Rep. 
Martin indcatee. so the Alaska Railroad really can bo as responsive as 
government and as flexible as business - rather than the other way around.



LE G IS LA T IV E  B U D G E T  A N D  A U D IT  C O M M ITTEE
Division o f Legislative Audit

N o vember 16, 1994

P.O. Box 113300 
Juneau, A K  99811-3300 

(907) 465-3830 
F A X  (907) 4*S-2347

M e m b e r s  of the Legislative Budget 

and Audit Committee:

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

submitted for your review.

The objective of this audit was to determine whether travel expenses incurred by 

governmental corporations’ executive level directors and board members were reasonable and 

necessary. Our review included the ten governmental corporations which incurred travel 

expenses during F Y  93 and F Y  94 and whose governing board was active during this period. 

This report contains a conclusion and the related findings and recommendations for each 

governmental corporation. W e  have also included a listing of the names and h o m e  

residences for each board m e m b e r  and executive director along with a schedule of travel 

expenses for F Y  93 and F Y  94.

The audit was conducted in accordance with generally accepted government auditing 

standards. Fieldwork procedures utilized in the course of developing the findings and 

conclusions presented in this report are discussed in the Objectives, Scope, and Methodology 

section of this report.

G O V E R N M E N T A L  C O R P O R A T I O N S ’ B O A R D  6 f  D I R E C T O R S  

A N D  E X E C U T I V E  D I R E C T O R  

T R A V E L  E X P E N S E S

November 16, 1994

Audit Control N u m b e r

04-4503-95
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A lask a  R a ilro a d  C o rp o ra tio n  (AS 42.40.010)

The Alaska Railroad Corporation is a public corporation and is an instrumentality of the State within the 
Department of Commerce and Economic Development. The corporation has a legal existence independent of and 
separate from the State. The continued operation of the Alaska Railroad by the corporation is considered an 
essential government function of the State.

Purpose: The board is responsible for the management of the corporation to provide safe, 

efficient, and economical transportation to meet the overall needs of the State.

Board Meetings: The board meets at least once every three months. The chairman or a 

majority of the members of the board m a y  call other meetings of the board as necessary.

Board Membership: The board consists of the commissioner of the Department of

C o m m e r c e  and Economic Development, the commissioner of the Department of 

Transportation and Public Facilities, and five members appointed by the governor. The five 

appointed members must be registered voters except as provided. Except for the 

commissioners and the m e m b e r  appointed under (5) below, a m e m b e r  m a y  not be a state 

officer or employee. Appointed members shall have the following qualifications:

(1) one m e m b e r  of the board shall be a person w h o  has at least 10 years of experience 

in railroad management; a person w h o  is not a resident of the State m a y  be appointed 

under this paragraph;

(2) one m e m b e r  of the board shall be or have been an executive official of a United 

States railroad and shall be selected in accordance with any requirements under 49 

U.S.C. (Interstate C o m m e r c e  Act); a person w h o  is not a resident of the State can be 

appointed under this paragraph;

(3) at least one m e m b e r  shall be from each judicial district directly served by the Alaska 

Railroad;

(4) one m e m b e r  shall have at least five years experience as an owner or manager of a 

business in the State; and

(5) one m e m b e r  shall be an employee w h o  is a m e m b e r  of a bargaining unit representing 

employees of the corporation.

ALASKA STATE LEGISLATURE
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allowance in place of reimbursing for ac jal meal expenses unless travel is to a 

foreign country. Further, A A M  permits the reimbursement of actual lodging cost only 

w h e n  it can be demonstrated that estimated lodging costs combined with the meal 

allowance exceed the standard daily per diem allowance. Hotel surveys are required 

to demonstrate - that actual lodging expenses represent the most economical 

accommodations available.

Additionally, a review of travel expense reports showed that it is c o m m o n  practice 

for A J R R C’s to pay the full coach rate for airfare. The A A M  requires travel be 

accomplished by the most direct and efficient means possible. Travellers are directed 

to procure discounted airfare whenever possible.

• Documentation: Incidental expenses were poorly supported. The A A M  requires 

receipts for all expenses in excess of $15 and limits the reimbursement of unreceipted 

expenses to $30 per trip. A  review of travel vouchers showed several instances where 

board members were reimbursed for unreceipted expenses in excess of $15.

Reimbursement for costs associated with questionable travel

W e  question whether certain travel costs incurred by A R R C  were for a demonstrable public 

purpose. While some questions relate to the underlying necessity of an entire trip, others are 

limited to specific travel costs allowed by A R R C .  See Recommendation No. 4 in the 

Findings and Recommendation section of this report.

Examples of specific travel costs allowed by A R R C  include: membership fees to airport 

lounges, fees for personal credit cards, and costs for babysitting services while on travel 

status. The Alaska Constitution requires that public funds be used only for a public purpose; 

the items above are generally more personal in nature and should not be allowed.

A R R C ’s policy allows for the corporation to pay for travel or entertainment expenses of a 

spouse only for an approved business purpose and with advance written approval of the 

executive director. In M a r c h  1991, the executive director, in a m e m o r a n d u m  to the board 

chairman, requested approval for his wife to accompany him to the National Freight 

Transportation Association ( N F T A )  conferences. The approval was requested subject to the 

railroad’s economic condition.

The public purpose served by spousal travel expenses is not readily apparent. Unless the 

public purpose can be clearly demonstrated, A R R C  should not spend corporate funds for 

such travel costs. Additionally, the federal tax consequences should be thoroughly reviewed 

by th>*. corporation to ensure that spousal expenses are reported correctly.

Further, rhe cost/benefit nature of some travel by A R R C  is unclear. Specifically, wc  

question the attendance by the executive director, another corporate exeev.tive, and their 

spouses to the .-emi-annual N F T A  conferences. These conferences are intended to be 

primarily social in nature (see sidebar on the next page). _
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A lask a  R a ilro a d  C o rp o ra tio n  (AS 42,40.010)

The Alaska Railroad Corporation is a public corporation and is an instrumentality of the State within the 
Department of Commerce and Economic Development. The corporation has a legal existence independent of and 
separate from the State. The continued operation of the Alaska Railroad by the corporation is considered an 
essential government function of the State.

Purpose: The board is responsible for the management of the corporation to provide safe, 

efficient, and economical transportation to meet the overall needs of the State.

Board Meetings: The board meets at least once every three months. The chairman or a 

majority of the members of the board m a y  call other meetings of the board as necessary.

Board Membership: The board consists of the commissioner of the Department of

C o m m e r c e  and Economic Development, the commissioner of the Department of 

Transportation and Public Facilities, and five members appointed by the governor. The five 

appointed members must be registered voters except as provided. Except for the 

commissioners and the m e m b e r  appointed under (5) below, a m e m b e r  m a y  not be a state 

officer or employee. Appointed members shall have the following qualifications:

(1) one m e m b e r  of the board shall be a person w h o  has at least 10 years of experience 

in railroad management; a person w h o  is not a resident of the State m a y  be appointed 

under this paragraph;

(2) one m e m b e r  of the board shall be or have been an executive official of a United 

States railroad and shall be selected in accordance with any requirements under 49 

U.S.C. (Interstate C o m m e r c e  Act); a person w h o  is not a resident of the State can be 

appointed under this paragraph;

(3) at least one m e m b e r  shall be from each judicial district directly served by the Alaska 

Railroad;

(4) one m e m b e r  shall have at least five years experience as an owner or manager of a 

business in the State; and

(5) one m e m b e r  shall be an employee w h o  is a m e m b e r  of a bargaining unit representing 

employees of the corporation.
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A la sk a  R a ilro a d  C o rp o ra t io n

Enabling statutes entitle the Alaska Railroad Corporation's ( A R R C )  governing board to per 

diem and travel allowances as authorized by law for members of state boards and 

commissions as established by the A A M .  The applicability of these travel policies and 

procedures to A R R C ’s executive director, w h o  has also been appointed as a board member, 

is not as clear.

T he confusion arises because while board members are required to adhere to the A A M ,  

A R R C  has been given statutory authority to establish its o w n  internal travel policies and 

procedures. A R R C ’s executive director is both an A R R C  employee and a m e m b e r  of its 

governing board.

Compliance with internal policies and procedures

A R R C  has developed a comprehensive set of travel policies and procedures. A  review of 

individual travel expense reports has shown that except for two specific areas, A R R C  has 

complied with their corporate travel policies and procedures. The two specific areas w e  

noted were the purchase of full fare coach tickets without 'supporting explanation and 

reimbursement of laundry expenses in excess of that allowed by A R R C  policy. Specifically, 

A R R C  procedures require all full fare tickets, except those between Anchorage and 

Fairbanks, have an explanation of w h y  it was necessary to purchase the full fare instead of 

a reduced fare ticket. Additionally, A R R C  procedures allow the reimbursement of laundry 

expenses only when they are incurred on trips of more than three nights.

Compliance with the State’s Alaska Administrative Manual

A R R C  has not complied with statute requiring its board members follow the A A M ’s travel 

policies and procedures. Man a g e m e n t  was unaware that statute required board m e m b e r  travel 

comply with A A M ’s travel provisions. At the time of our review, A R R C  did not possess 

a copy of these policies. Accordingly, our review concluded that important controls over the 

management of travel mandated by the A A M  were lacking. See Recommendation No. 3 in 

the Findings and Recommendations section of this report. Specifically, w e  noted three areas 

of departure from the A A M .

• Pre-approval: Travel by the board, specifically the purpose and estimated costs, did 

not receive prior approval. A R R C  did not obtain from the Department of 

Administration pre-approval of lodging costs greater than $200 a night. Additionally, 

no pre-approval was obtained from the Office of the Governor for foreign travel. The 

A A M  provides for several levels of pre-approval depending on the destination, 

associated costs, and the types of travel expenses requested for reimbursement. Pre- 

approval of travel is a control to ensure that the purpose of travel and estimated cost 

is reasonable and necess:

• Cost limitations: Standard A R R C  procedure is to reimburse meals and lodging based 

on actual costs incurred. The A A M  requires travellers be paid a standard meal
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allowance in place of reimbursing for actual meal expenses unless travel is to a 

foreign country. Further, A A M  permits the reimbursement of actual lodging cost only 

wh e n  it can be demonstrated that estimated lodging costs combined with the meal 

allowance exceed the standard daily per diem allowance. Hotel surveys are required 

to demonstrate- that actual lodging expenses represent the most economical 

accommodations available.

Additionally, a review of travel expense reports showed that it is c o m m o n  practice 

for A R R C ’s to pay the full coach rate for airfare. The A A M  requires travel be 

accomplished by the most direct and efficient means possible. Travellers are directed 

to procure discounted airfare whenever possible.

• Documentation: Incidental expenses were poorly supported. The A A M  requires 

receipts for all expenses in excess of $15 and limits the reimbursement of unreceipted 

expenses to $30 per trip. A  review of travel vouchers showed several instances where 

board members were reimbursed for unreceipted expenses in excess of $15.

Reimbursement for costs associated with questionable travel

W e  question whether certain travel costs incurred by A R R C  were for a demonstrable public 

purpose. While some questions relate to the underlying necessity of an entire trip, others are 

limited to specific travel costs allowed by A R R C .  See Recommendation No. 4 in the 

Findings and Recommendation section of this report.

Examples of specific travel costs allowed by A R R C  include: membership fees to airport 

lounges, fees for personal credit cards, and costs for babysitting services while on travel 

status. The Alaska Constitution requires that public funds be used only for a public purpose; 

the items above are generally more personal in nature and should not be allowed.

A R R C ’s policy allows for the corporation to pay for travel or entertainment expenses of a 

spouse only for an approved business purpose and with advance written approval of the 

executive director. In M a rch 1991, the executive director, in a m e m o r a n d u m  to the board 

chairman, requested approval for his wife to accompany him to the National Freight 

Transportation Association ( N F T A )  conferences. The approval was requested subject to the 

railroad’s economic condition.

The public purpose served by spousal travel expenses is not readily apparent. Unless the 

public purpose can be clearly demonstrated, A R R C  should not spend corporate funds for 

such travel costs. Additionally, the federal tax consequences should be thoroughly reviev'ed 

by the corporation to ensure that spousal expenses are reported correctly.

Further, the cost/benefit nature of some travel by A R R C  is unclear. Specifically, w c  

question the attendance by the executive director, another corporate executive, and their 

spouses to the semi-annual N F T A  conferences. These conferences are intended to be 

primarily social in nature (see sidebar on the next page).
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Also, A R R C ’s executive director travels 

to Seattle and Fairbanks several times a 

year to attend employee group birthday 

lunches. These events are catered and 

paid for by the corporation. The 

luncheons are intended to promote open 

c o m m u n i c a t i o n  between senior 

management and line employees. 

A R R C  should re-evaluate benefits 

derived from employee group birthday 

luncheons to confirm that these benefits 

exceed their related costs.

A R R C  corporate policies require tokens 

of recognition, appreciation, and 

sympathy be considered personal 

expenses and are not reimbursed without 

proper approvals. However, A R R C  

paid for the executive director and 

another corporate executive to travel to 

Phoenix, Arizona to attend a funeral. 

W e  agree with A R R C ’s basic policy that 

attending a funeral is inherently personal 

in nature and the cost in this case should 

not have been borne by A R R C .

Corporate entertainment policies

..V-- N A T I O N A L  F R E I G H T .......
TR A N S P O R T A T I O N - A S S O C I A T I O N  i

Tkz National Freight. Transportation Association 
(NFTA)' ia:‘ * group of about-300 transportation, i 
executive* and thdt prinrfpaT customers. The .j

purpose ofthe organization and its conferences 1a.-.j t o  provide opportunities foe railroad, executives to ? 
make contact*. A R R C  believes that these contacts . . jj

of the- Alaska j
  — - ^ c o m m u n i t y  of the

.^Continental - :<V..
, ..T^r^NETA^y conferences^, unlike traditional . 
jnbuainsae- conferences whose- agendas commonly 
: indfi^rerati^ sudir^^ panel discussions,. ’ 
- speaker^ and i* training -: workshops/,. consist j 
primarily of sods! events such as tennis and golf. 1 
ARRCpaid for the executive director and bis wife \ 
to attend (he N F T A  conferences. According to the/ 

executive director, spouses play an important role

V Durihg-:jBscal:yeanwl993r;anri 1994j A R R C  paid
over $16^00 fox ib executive director and spouse 
to attend, the N F T A  conference*. W e  found 
lodging'/coats assodated/.with the N F T A  
conferences to be exceedingly high.. Nightly 

•f lodging costr ranged froma low of approximately 
. - $370 to a hlgh of over $600.'//;; , v

•e
1
.1*vU
A

"i

A R R C  has established policies and 

procedures permitting entertainment expenses.

Entertainment costs such as m eals and  refreshments tnay be submitted fo r  
reimbursement on ly  when business directly related to, or  assoc iated  with, 
essential A R R C  business is conducted during the meal or event. T o  be 
reimbursable:

A . There must be actual conduct o f  business from  which the A R R C  expects 
to derive more than a  goodw ill business benefit O R

B. The entertainment must be in the nature o f  compensation f o r  services or  a  
prize to non-employees.

The business entertaining must occur in a  p la ce  or in surroundings conductive 
to a  business d iscussion and  m u ;! involve a  substantial and  bona fid e  business 
meeting. Expenses must not be lavish or  extravagant. Report details o f  a l l  
business entertainment expenses on the back o f  the expense form . The
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"Business Pur/ " must include a description of tl usiness topic(s) of
discussion.

Entertainment expenses incurred by an employee which do not meet the above 
criteria are considered personal expenses of the employee and are not 
reimbursable.

Additionally, upon pre-approval by the executive director, A R R C  policies permit an 

employee to entertain at his/her h o m e  residence. Entertainment and business meal expenses 

were c o m m o n l y  incurred in conjunction with the executive director and board m e m b e r  travel. 

A R R C ’s board of directors and executive director incurred over $3,100 in business meals and 

over $4,400 in entertainment costs in conjunction with travel. Examples of entertainment 

related expenses include, in part: golf fees, meals including alcohol, and hosting involving 

foreign travel.

Use of legislative lobbyist by A R R C

While reviewing details related to entertainment costs incurred by A R R C  w e  observed that 

s o m e  costs were related to business meals for A R R C  corporate executives, legislators, and 

a lobbyist hired by A R R C .

Alaska Statute 42.40.705 prohibits the use of A R R C  money, assets, or property of the 

corporation to be used for political activities. However, the statute does allow board 

members and employees to communicate with and appear before committees of Congress, 

the legislature, and municipal governing bodies in connection with matters directly affecting 

the corporation.

The use of corporate assets for business meals attended by A R R C  employees, legislators, and 

a lobbyist appears to be in conflict with A S  42.40.705. A R R C  should establish clearer 

guidelines for what costs can be incurred when “communicating” with the legislature. 

Additionally, while the statute provides for board members and employees to communicate 

with and appear before the legislature, it does not provide for corporate assets to pay for 

non-employees. A s  a result, it appears the use of corporate funds to pay for the services of 

a registered lobbyist is in violation of A S  42.40.705.

ALASKA STATE LEGISLATURE
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Recommendation No. 3

A R R C  board should comply with A A M  travel policies and procedures.

Alaska Statute 42.40.050 entitles A R R C ’s board to per diem and travel allowances authorized 

by law for members of state boards and commissions. Alaska Statute 39.20.180 requires that 

members of state boards and commissions adhere to travel policies and procedures adopted 

by the commissioner of the Department of Administration as established by the A A M .

Currently, A R R C ’s governing board is following the corporation’s internal travel policies and 

procedures. A  comparison of A R R C ’s internal policies and procedures to those in the A A M  

identified several material differences. A  discussion of the significant differences follows:

• Pre-approval: The A A M  provides for several levels of pre-approval depending on the 

destination, associated costs, and the types of travel expenses requested for 

reimbursement. A R R C  procedures do not require any formal approval for board 

travel.

• Cost limitations: The A A M  requires travellers be paid a standard meal allowance in 

place of reimbursing for actual meal expenses unless travel is to a foreign country. 

Further, A A M  permits the reimbursement of actual lodging cost only when it can be 

demonstrated that estimated lodging costs and meal allowance exceed the standard 

daily per diem allowance. Hotel surveys are required to demonstrate that actual 

lodging expenses represent the most economical accommodations available. Standard 

A R R C  procedure is to reimburse meals and lodging based on actual costs incurred.

A  review of travel expense reports showed that it is A R R C ’s c o m m o n  practice to pay 

the full coach rate for airfare. The A A M  requires travel be accomplished by the most 

direct and efficient means possible. Travellers are directed to procure discounted 

airfare whenever possible.

• Documentation: The A A M  requires receipts for all individual expenses in excess of 

$15 and limits the reimbursement of unreceipted expenses to $30 per trip. A R R C  

requires receipts for only those expenses whose total exceeds $25 per day.

A la sk a  R a ilro a d  C o rp o ra tio n
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A R R C ’s corporate policies are generally less restrictive than those in the A A M .  While the 

board has historically followed the less restrictive corporate policies, statute requires that the 

board adhere to the more restrictive A A M  travel policies and procedures.

Therefore, w e  recommend A R R C  establish the procedures necessary for processing board 

travel expense reports in compliance with the State’s A A M .

Recommendation No. 4

A R R C  should limit travel expenses to only those necessary to conduct official A R R C  

business.

A  review of travel expense reports identified specific expenses which w e  believe are 

unnecessary, unreasonable, or both. Unnecessary travel-related expenses included: 

membership fees to airport lounges, fees for personal credit cards, cost for babysitting 

services, and travel expenses to attend a funeral out of the State. Unreasonable costs include 

nightly lodging costs associated with the N F T A  conferences that ranged from approximately 

$370 to over $600. Costs incurred as a result of spouses attending N F T A  conferences are 

both unnecessary and unreasonable.

The Alaska Constitution provides that public funds be used only for a public purpose. 

A R R C  management, as custodians of the public’s funds, is responsible for administering this 

constitutional provision. A R R C ’s governing board and executive director have a pivotal role 

in setting the standard for permissible travel expenses allowed by the corporation. These 

standards contribute to the overall control environment of the corporation.

M a n y  factors should be considered prior to the approval of travel and its related costs. 

These factors should include determining: if the purpose of the trip is consistent with the 

corporation’s mission, if the purpose and related cost are consistent with constitutional and 

statutory restrictions, and if the financial condition of the corporation allows for the travel- 

related costs. Once travel has been determined to be consistent w'di the corporation's 

mission and is in compliance with constitutional and statutory provisions, the cost of travel 

should be weighed against the benefits expected to be obtained.

A R R C  management believes the travel costs identified above were necessary and reasonable 

and, therefore, represent valid corporate expenses. W e  believe that this conclusion by A R R C  

management does not give sufficient weight to limiting the use of corporate funds for 

expenses that are clearly for a public purpose. As a result, corporate funds are being used 

for costs that are unnecessary and/or unreasonable.

Therefore, w e  recommend A R R C  limit the use of corporate funds for business-related travel 

expenses that are both necessary and reasonable. Further, A R R C  should amend travel 

procedures to eliminate the provisions that allow corporate funds to be used for inappropriate 

travel costs.

ALASKA STATE LEGISLATURE
-36-

division OF LEGISLATIVE AUDfT



ALASKA RAILROAD corporation
C o rp o ra te  A d d ress: P.O. B ox  1 0 7 5 0 0 , A n c h o ra g e , A laska 995 1 0

3 2 7  W. S h ip  C re e k  A venue, A n ch o rag e , A la sk a  9 9 5 0 1

VIA FACSIMILE A N D  E X P R E S S  M  ML 
December 28, 1994

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

Dear Mr. Welker:

Thank you for the opportunity to respond to the preliminary report on Governmental 
Corporations' Travel Expenses. W e  are pleased by your findings that we are in 
compliance with Alaska Railroad Corporation's ("ARRC's") comprehensive internal 
travel policies and procedures.

While several of the report’s comments, especially regarding the need to travel as 
economically as possible, are well taken, we are concerned with the report's basic 
premise of treating A R R C  as if it were a State line agency. As you are aware, A R R C  
was established by the 1984 Alaska State Legislature as an independent corporation 
managed by a seven member board of directors. According to the legislative findings 
that form the preamble to the Alaska Railroad Corporation Act ("ARCA"), our directors 
are exclusively responsible for the management of tho financial and legal obligations 
of the corporation. To that end, A R C A  exempts A R R C  from various budgetary 
statutes (for example, wholesale provisions of Title 37 of the Alaska Statutes, "Public 
Finance"), as well as other statutes that would unduly restrict its ability to operate 
competitively as a quasi-public, quasi-nrivate transportation company.

As you are also aware, the A R R C  does not operate on appropriations from the State 
treasury; instead, it is mandated to fulfill its mission on a self-sustaining basis, 
operating as an interstate common rail carrier. To date, we have complied with this 
legislative mandate. A R R C  has and will continue to comply with all provisions of 
State statutes that are expressly applicable to it as an independent corporation.

W e  will respond to specific issues raised by your report in the order in which they 
were presented.

D E C  2 9 1 9 9 4  ^  

L E G I S L A T I V E  A U D I T

EXECUTIVE OFFICES 
Telephone (907) 265-2414 
Facsimile (907) 258-1456
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receipts for such expenses are produced. W e  believe those procedures provide 
appropriate control, and the process saves the corporation money. Unnecessary and 
unwarranted expenses are never reimbursed. Moreover, the cos., of administering 
wholly separate systems of accounting controls for reimbursing directors and 
employees would surely be inconsistent with the corporate mandate of prudent and 
sound business management practices.

Recommendation No. 4

W e  agree that A R R C  funds should be administered to insure that the use of corporate 
funds for business-related travel expenses are both necessary and reasonable. This 
is mandated by the legislative direction to follow sound business practices as well as a 
general sense of frugality in the current business climate. W e  have made every 
attempt to achieve these goals and agree that some change in our internal procedures 
is warranted. However, it is important to recognize that railroad industry customs and 
the highly competitive transportation arena in which we operate influence many of the 
choices we make, which may not be customary in government practice. Your report 
strongly criticizes ARRC's attendance at the National Freight Transportation 
Association ("NFTA") conferences. NFTA has been in continuous existence since 
1905. Since then, senior executives of every major rail, water and truck carrier in 
North America have been attending these meetings along with their principal freight 
transportation users. It is also customary and expected that spouses attend and play 
a significant role in the networking process that occurs throughout the meeting.

It is doubtful that this practice would have continued for 90 years if no value came 
from these meetings. In addition, the cost to A R R C  in both money and time for the 
same two executive officers to attend separate meetings with key industry leaders and 
our principal customers (in other words, to derive the same value) would be 
enormous. While it is true that the meetings include an array of social activities, the 
contacts that A R R C  has been able to make at these meetings have proven to be 
valuable to the corporation. W e  are convinced that our attendance at NFTA is vital to 
our business health. However, we will continually reappraise all such outside activities 
to ensure the corporation receives a benefit at least equal to the cost of the activity.

Use of Legislative Lobbyist

Lastly, your report states that ARRC's employmer.. of a registered lobbyist to 
communicate with the legislature on m RRC's behalf on matters affecting the 
corporation "appears" to violate the ban on political activities found in AS 42.40.705.
W e  believe this statement is incorrect for two reasons.

First, it is our understanding that the phrase "political activities" refers only to those
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activities related to a partisan election campaign. Our research indicates that the 
purpose of laws prohibiting the expenditure of public funds on political activities is to 
prevent the holders of government authority from perpetuating themselves or their 
allies in office. Legal authorities which have discussed this issue draw a distinction 
between the impermissible use of public funds to support a particular candidal or 
ballot initiative and the generally accepted practice of expending public funds by 
government agencies for legislative "lobbying" efforts. The reason for this distinction 
is that while the use of public funds to support a particular candidate undermines or 
distorts the political process, the legislative process in fact contemplates that all 
interested parties, including public agencies, will attend legislative hearings to explain 
the potential benefits or detriments of proposed legislation. See, e.g.. Alaska Attorney 
General's Opinion J-66-690-81.

Second, A S  42.40.705 specifically grants A R R C  the authority to engage in "lobbying" 
types of activities. Since A R R C  has the express authority to communicate with the 
Alaska Legislature on matters affecting the corporation, we believe that it is irrelevant 
whether such activity is performed by an employee, a board member or a person 
temporarily employed to provide this service. Since A R R C  has no employees based 
in Juneau, it is much more cost efficient for A R R C  to hire a Juneau resident to act as 
our legislative representative than to send one of our employees to Juneau for four 
months. In short, contracting for such services with an individual who resides in 
Juneau and has considerable experience with the Alaska Railroad makes good 

business sense.

Thank you again for the opportunity to comment on the draft report. W e  hope the 
information cc.itained in th s letter assists your staff in understanding the unique 
position of A R R C  under its governing statutes.

cc: A R R C  Directors
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(907) 465-3830
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M e m b e r s  of the Legislative Budget 

and Audit Committee:

W e  have reviewed the lesponses to our preliminary report from all corporations and have the 

following comments and clarification on the following.

Alaska Aerospace Development Corporation ( A A D C )

A A D C  stated that its internal audit of travel-related transactions occurred prior to notification 

of our audit. Per our review of A A D C ’s internal audit, documents were revised beginning 

approximately July 6, 1994. While our on-site review of A A D C  board m e m b e r  and 

executive director travel did not occur until August 8, 1994, an engagement letter announcing 

the purpose of our audit was mailed to A A D C  July 1, 1994. Since A A D C ’s internal audit 

of travel c o m m e n c e d  in July and an engagement letter was mailed to A A D C  July 1, 1994, 

w e  concluded that A A D C ’s internal audit of travel expenses was concurrent with our 

review.

Alaska Railroad Corporation ( A R R C )

Before responding to specific points raised in A R R C ’s response to our preliminary report, 

w e  will first c o m m e n t  on A R R C ’s existence as a governmental coiporation. A R R C  argues 

that the audit treated A R R C  as it would a typical state line agency and specifically states that 

"ARRC does not operate on appropriations from the State treasury. ” A R R C  also opines that 

exclusi\ - authority over A R R C  finances, including travel expenses of its board, rests with 

A R R C ’s board of directors and again sites the lack of legislative appropriations to the 

corporation.

W e  recognize that the originating statutes exempt A R R C  from a number of statutes and 

regulations which effectively gives the corporation m u c h  more administrative independence 

than permitted to more traditional state agencies. However, it should be noted that all assets 

of the corporation are o w n e d  solely by the State. Therefore the residents of Alaska and 

certainly the legislature, which represents the residents of Alaska, have the vested right to 

be informed on the financial soundness of the corporation’s management practices and the
-183-
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economic stability of the corporation as a whole. It is under this basic premise that our audit 

reviews the travel expenses of A R R C ’s board members and executive director, just as it does 

the other nine governmental corporation within our scope.

In general, A R R C  takes exception to the application of the State’s Administrative Manual 

travel guidelines to the travel expenses of A R R C ’s board members. A R R C  bases this on two 

specific points. First, A R R C  argues that Alaska Statute 42.40.710 intended to exempt the 

corporation from Title 39 which includes the state travel regulations. Alaska Statute 

42.40.710 reads, in part, "the provisions o f  A S  39 do not app ly  to employees o f  the 
corpora tion .” (emphasis added)

W e  recognize that this passage exempts the employees of the corporation from the State's 
general travel guidelines. However, A R R C ’s board members, with the exception of Robert 

Hatfield Jr., w h o  also serves as C E O ,  are not employees of the corporation and do not fall 

under this exemption. Further, the board of directors is explicitly tied to state travel 

guidelines by Alaska Statute 42.40.050(b) which reads: "In  addition to com pensation under 
(a) o f  this section, an  appointed member o f  the board is entitled to p er  diem and  travel 
expenses authorized by law  fo r  state boards and  commissions. ”

A s  established in the Background Information section of the audit, members of state boards 

are entitled to reimbursement of travel related expenses to the same extent and under the 

same conditions, as provided for state employees and officials. Travel regulations are 

addressed as policies and procedures in the State’s Administrative Manual. Therefore, we  

continue to conclude that the travel provisions of the State’s Administrative Manual apply 

to A R R C ’s board of directors.

Secondly, A R R C  argues that the word “entitled" in the above statute merely establishes a 

m i n i m u m  level of reimbursement for travel related expenses and does not prohibit A R R C  

for paying more than the travel provisions of the State’s Administrative Manual permit. W e  

disagree with the interpretation that the word entitle sets a m i n i m u m  level of reimbursement.

Th e  Blacks L a w  Dictionary sixth edition defines the word entitle as "to  qualify fo r ; to 
furn ish  with proper grounds f o r  seeking or c la  'ming. ”

W c  therefore interpret “entitle” in the above statute as meaning a m e m b e r  of the board of 

directors has proper grounds for claiming travel expenses as would a m e m b e r  of a state 

board or commission. Hence, no proper ground exists by which A R R C  board members m a y  

seek payment of travel expenses prohibited by the State’s Administrative Manual.

W e  have also reviewed A R R C ’s position that the use of a lobbyist does not violate the ban 

on political activities found in Alaska Statute 42.40.705. In light of A R R C ’s comments, w e  

continue to emphasize the need for clear guidelines as to what constitutes permissible 

“communication” with the legislature and what constitutes the unlawful use of A R R C  assets 

for political activities. Further, w c  continue to be unable to reconcile the expenditure of
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A R R C  funds to hire a registered lobbyist with the statutory prohibition against the use of

funds for political activities found in Alaska Statute 42.40.705.%

Alaska Science and Technology Foundation (ASTF)

A S T F  notes that the audit identifies the incorrect board m e m b e r  as chairman. In response 

to this n e w  information, w e  have updated the report to recognize the appropriate A S T F  board 

m e m b e r  as chairman.

The administrative authority for the Alaska Science and Technology Foundation was 

transferred from the Department of Revenue to the Department of C o m m e r c e  and Economic 

Development effective July 1, 1994. W e  acknowledge that the recent transfer of 

administrative authority has led to the strengthening of controls over most of the issues 

identified in the report.

Ranay x. weixer, c m  

Legislative Auditor

ALASKA STATE LEG1SLATVRB
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Alaska Railroad Corporation 
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N a m e B oard  P o sitio n H o m e  R e sid e n ce

L o ren  H . L o u n sb u ry C h a irm a n A n c h o ra g e

F ra n k  X. C h a p a d o s V ice C h a irm a n F a irb a n k s

M ich ae l O lso n B oard  M e m b e r A n c h o ra g e

D a le  L in d se y B oard  M e m b e r S e w a rd

P a u l F u h s , C o m m iss io n e r  
D e p a r tm e n t o f  C o m m e rc e  a n d  E co n o m ic  D e v e lo p m e n t

B oard  M e m b er Ju n e a u

B ruce C a m p b e ll,  C o m m iss io n e r  
D e p a r tm e n t o f  T ra n sp o r ta tio n  a n d  P u b lic  F acilities

B oard  M e m b er J u n e a u

Robert S. Hatfield, Jr.
ARRC President and CEO

B o ard  M e m b e r A n c h o ra g e

F o rm e r  B o ard  M e m b e rs  
FY 93 o r  FY 94

F ra n k  T u rp in , C o m m iss io n e r  
D e p a r tm e n t o f  T ra n sp o r ta t io n  a n d  P u b lic  Facilities

B oard  M e m b e r Ju n e a u



ALASKA RAILROAD CORPORATION
TRAVEL RELATED EXPENSES

. CAL YEAR 1993

Entertainment
Date

Departed Destination
Date

Returned Purpose
Transportation

Costs Meals/Lodging Other
&/or Business 

Meals Total
R obert S. H atfield , Jr., P residen t and  CEO
07/02/92 Fairbanks, Alaska 08/04/92 Employee birthday lunch and 

Denali Carlo inspection trip
125 -0 - 14 104 243

09/02/92 Fairbanks, Alaska 09/02/92 Employee birthday lunch 250 -0 - 7 -0 - 257
09/04/92 Phoenix, Arizona 09/05/92 Attei 1 funeral 1,092 -0- 65 • -0- 1,157
09/11/92 Fairbanks, Alaska 09/11/92 Board meeting 173 -0 - -0 - -0 - 173
09/18/92 White Sulphur Springs, 

West Virginia
09/23/92 Attend National Freight 

Transportation Association 
Conference

1,322 3,172 642 240 5,376

10/01/92 Seattle, Washington 10/02/92 Meet with Brent Steinecker at 
Crowley Marine

298 131 32 70 531

10/15/92 Seoul, Korea 10/30/92 Work on Suneel Contract; 
Promote Alaska Tourism; 
Promote Real Estate 
Development and raise funds

2,714 2,932 457 627 6,730

11/19/92 Seattle, Washington 11/20/92 Meet with Crowley Marine 895 18 7 -0- 920
1,1/23/92 Seattle, Washington 11/24/92 Meet with Princess Tours and 

Holland America
895 131 2 -0- 1,028

12/02/92 Fairbanks, Alaska 12/02/92 Employee birthday lunch 346 -0 - -0 - -0- 346
12/05/92 Fairbanks, Alaska 12/05/92 Employee Christmas party 194 -0 - -0 - -0- 194
12/06/92 Seattle, Washington 12/08/92 Meet with Hydrolrain, 

Westours, and Princess Tours
895 374 55 -0- 1.324

12/10/92 Fairbanks, Alaska 12/10/92 Customer Appreciation 
reception

346 -0- -0 - 153 499

01/11/93 Edmonton, British 
Columbia

01/12/93 Meet with CN Rail 1,351 132 78 40 1,601

01/27/93 Fairbanks, Alaska 01/27/93 Meet with hotel and motel 368 -0- 7 21 396
association



ALASKA RAILROAD CORPORATION
TRAVEL RELATED EXPENSES

FISCAL YEAR 1993

Date
Departed Destination

Date
Returned Purpose

Transportation
Costs Meals/LodcinR Olher

Entertainment 
&/or Business 

Meals Totalj

a Robert S. Hatfield, Jr. ( c o n t i n u e d )

1 02/03/93 Juneau, Alaska 02/C4/93 Meet with Senate Transp. 
Committee regarding SB 38 
(Sale of ARRC)

444 -0 - 6 -0 - 450

1 02/08/93 Juneau, Alaska 02/10/93 Meet with various legislators 444 183 5 186 818
i 02/20/93 Anchorage, Alaska N/A Legislative issues -0- -0 - -0 - 27 27

02/24/93 Fairbanks, Alaska 02/24/93 Employee birthday lunch 368 -0- 45 -0- 413
03/08/93 Juneau, Alaska 03/11/93 Meet with various legislators 

regarding SB 38 (Sale of ARRC)
444 287 21 250 1,002

03/15/93 Juneau, Alaska 03/18/93 State chamber meeting and 
meet with various legislators

444 265 26 81 816

•'OUi•
03/23/93 Juneau, Alaska 03/23/93 Meet with various legislators 

including House and Senate 
Transportation Committee

444 -0- 7 -0- 451

03/25/93 Phoenix, Arizona 03/30/93 National Freight 
Transportation Association 
Conference

635 1858 W4 10 2,697

04/05/93 Juneau, Alaska 04/07/93 Meet with various legislators 444 195 30 201 871

o . 04/23/93 Fairbanks, Alaska 04/23/93 Employee birtnday lunch 368 -0- 7 -0- 37r

o M /2 7 /9 3 Tulsa, Oklahoma 04/27/93 Mapco negotiation 1,695 45 37 -0- 1,777
zo 04/29/93 Seattle, Washington 04/30/93 Attend Marketing Customer 

Appreciation reception
895 277 41 120 1,333

r 05/22/93 Fairbanks, Alaska 05/22/93 RR week Open 1 louse 368 -0- 45 -0- 413

pi 06/15/93 Fairbanks, Alaska 06/15/93 Rail inspection trip 184 -0- -0- -0 - 184
>c Susan Hatfield, President's spouse
3 09/18/92 West Virginia 09/23/92 National Freight 1,322 -0- -0 - -0- 1.322

Transportation Association 
Conference



A L A S K A  R A IL R O A D  C O R P O R A T IO N
T R A V E L  R E L A T E D  EX PEN SES

F IS C A L  Y E A R  1993

Date
D eparted Destination

Susan Hatfield (continued) 

0 3 /2 5 /9 3  Phoenix, Arizona

Robert and Sumi* Hatfield

Loren H. Lounsbury, Chairman
10 /04 /92  Juneau, Alaska

10/17 /92  Seoul, Korea

Osaka, Japan

H ong Kong 

02 /08 /93  Juneau, Alaska

. 0 3 /1 5 /9 3  Juneau, Alaska

0 4 /2 9 /9 3  Seattle, W ashington

Frank X. Chapados, Vice Chairman
07 /2 2 /9 2  Anchorage, Alaska

09 /09 /92  Anchorage, Alaska

11/16/92 Anchorage, Alaska

Date
Returned P urpose

T ransportation
C osts M eals/L odging  O ther

Entertainment
S t/or Business

M ea ls  Total

0 3 /3 0 /9 3  National Freight
T ransportation  Association 
Conference

635 -0- -0-

' Subtotal - _ J&L358

-0- 635

10 /07 /92  A ttend Stale C ham ber m eeting

10 /29 /92  Meet w ith  Suneel regarding 
export coal contract

M eetings regarding 
sponsorsh ip  of Ship Creek 
tourist am enities

Prom ote Ship Creek financing

0 2 /1 0 /9 3  AK Visitor Association m eeting 
and m eet w ith Senate Transp. 
Com m ittee regarding SB 38 
(Sale of ARRC)

0 3 /1 8 /9 3  Meet w ith legislators regarding 
CC 38 and HB 23 (Sale of 
ARRC); attend  State Cham ber 
m eeting

0 5 /0 2 /9 3  R a ilba rge inspection

444

2,747

444

444

433

318 50

2,552 495

164

307

237

18

27

30

20 832

1,317 7,111

136 762

342 1,120

25 725

0 7 /2 2 /9 2  A ttend ARRC Board M eeting

0 9 /1 1 /9 2  A ttend ARRC Board Meeting

11 /18 /92  A ttend ARRC Board Meeting

250

125

346

-0-

-0-

140

18

21

25

-0-

-0-

-0-

268

146

511
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Date
Departed Destination

Date
Returned

Michael Olson, Board Member
09 /2 4 /9 2 Seattle, W ashington N /A

02 /2 8 /9 3 Seattle, W ashington 03 /1 4 /9 3

04 /2 9 /9 3 Seattle, W ashington 0 5 /0 1 /9 3

Paul Fuhs, Board Member
07/21 /92 Anchorage, Alaska 0 7 /2 1 /9 2

09 /10 /92 Anchorage, Alaska 09 /11 /92

11/17/92 Anchorage, Alaska 11/19 /92

06 /01 /93 Anchorage, Alaska 06 /0 6 /9 3

Frank G. Turpin, Board Member
0 8 /03 /92 Anchorage, Alaska 0 8 /03 /92

Board M embm j

A L A S K A  R A IL R O A D  C O R P O R A T IO N
T R A V E L  R E L A T E D  EX PEN SES

F IS C A L  Y E A R  1993

Purpose

Meet w ith  M apco as board 
m em ber

Report on  C row ley Seattle 
O perations for Robert Hatfield

C ustom er appreciation d inner 
and observe barge operation

0 8 /0 3 /9 2  A ttend ARRC Board m eeting

Transportation
C osts M eals/L odging  O ther

-0-

895

433

444

222

444

444

454

75 

-0- 

237

-0-

136

193

213

36

Entertainm ent 
& /o r Business 

Meals

-0-

194

24

-0-

-0-

53

-0-

( Subtotal

FY 93 Total

-0-

-0-

-0-

-0-

-0-

-0-

Total

- 0 -  75

64 1,153

694

444

358

695

657

495

16,046

950,404

c
s;

>e
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ALASKA RAILROAD CORPORATION
TRAVEL RELATED EXPENSES

FISCAL YEAR 1994

Date
Departed Destination

Dale
Returned

8 Robert S. Hatfield, Jr., President and CEO
07/01/93 Fairbanks, Alaska 07/02/93

I
07/13/93 Clear Airforce Base, 

Alaska
07/13/93

03/05/93 Fairbanks, Alaska 08/05/93

08/10/93 Fairbanks, Alaska 08/11/93
09/14/93 Fairbanks, Alaska 09/14/93
09/18/93 Seoul, Korea 09/22/93

•COo\i 10/12/93 Seattle, Washington 10/15/9.3

Purpose

10/18/93
10/26/93
12/18/93

01/10/94

Fairbanks, Alaska 
Fairbanks, Alaska 
Fairbanks, Alaska

Sail Lake City, Utah 
Edmonton, British 
Columbia

01/20/94 Fairbanks, Alaska

01/22/94 Houston, Texas
Seattle, Washington

02/01/94 Fairbanks to 
Anchorage, Alaska

10/18/93
10/26/93
12/18/93

01/14/94

01/20/94

01/27/94 

one way

Employee birthday lunch
Meet with Clear AFB 
commander regarding coal and 
other matters
Accompany ARRC customers 
on train
Hy-rail track inspection
Attend ARRC board meeting
Meetings with Suneel Coal 
regarding contract renewal
Meet with representatives of 
Canadian National and Seattle 
office operations regarding 
Canadian National barge 
contract
Hy-rail track inspection
Employee birthday lunch
Attend Fairbanks Employee 
Christmas party
Meet with Mapco and Canadian 
National regarding contracts

Attend birthday lunch and 
Marketing Customer 
Appreciation reception
Enstar board meeting 
Meet with TOTE Seattle office
Hy-rail inspection trip

Transportation
Costs Meals/Lodging Other

184
371

79

193
59

2,333

318

116
116
116

1,339

376

-0-

94

138
-0-

-0-

113
-0-

673

559

45
-0-

-0-

-0-

-0-

88

38

97
7

-0-

71

-0-

-0-

-0-

443

-0-

204 352

-0 - -0 -

Entertainment 
it/or Business 

Meals

-0-

-0-

-0-

-0-

-0-

221

110

34
-0-

-0-

116

74

100

-0-

Tolal

3o7
371

79

306
59

3,315

1,025

247
123
116

1,969

457

656

94



ALASKA RAILROAD CORPORATION
TRAVEL RELATED EXPENSES

FISCAL YEAR 1994

Date
D eparted Destination

Robert S. Hatfield, Jr. (continued) 

0 2 /0 3 /9 4  Fairbanks, Alaska

0 2 /2 0 /9 4  Ketchikan, Alaska

0 3 /1 4 /9 4  Las Vegas, N evada

Vancouver, British 
Columbia

0 4 /1 4 /9 4  Palm Beach, Florida

0 5 /0 2 /9 4  Seatt'e, W ashington

Susan Hatfield, President's spouse 
04 /1 4 /9 4  Palm Beach, Florida

Robert and Susan Hatfield

Date
Returned Purpose

0 2 /0 4 /9 4  A ttend em ployee TQM m eeting 

0 3 /0 1 /9 4  Speak at Ketchikan Rotary Club

0 3 /1 7 /9 4  Speak at "The A laskans 
C onvention"

Meet w ith C anadian National 
regarding barge contract

04 /1 8 /9 4  A ttend National Freight
Transportation Association 
Conference

0 5 /0 3 /9 4  Meeting w ith  the Canadian
National and Crowley regarding 
barge contract

04 /18 /94  A ttend National Freight
Transportation Association 
Conference

Transportation
Costs M eals/L odging

188

588

1,356

1,784

513

1,781

93

112

O ther

99

129

186 58

2,768 317

150

-0- -0-

Enterlainment
it/or Business

Meals

-0-

-0-

-0-

-0-

Total

380

829

1,600

84 4,953

665

Subtotal

1,781

19,392

Loren H. Lounsbury, Chairman
0 9 /1 7 /9 3  Seoul, Korea

12 /02 /93  Seoul, Korea

01 /17 /94  Atlanta, Georgia

09 /22 /93  Suneel coal contract negotiation

12/08/93  International trade m eeting 
regarding Alaska resource 
exports

04 /21 /94  Interm odal T ransportation Expo

2.333

2.333

1,692

599 103

684 283

933 2

2,158 5,193

698 3,998

-0- 2,627



ALASKA RAILROAD CORPORATION
TRAVEL RELATED EXPENSES

FISCAL YEAR 1994

Destination
Date 

D eparted

Frank X. Chapados, Vice Chairman
10 /2 2 /9 3  Anchorage, Alaska

1 1 /22 /93  Anchorage, Alaska

0 1 /1 9 /9 4  Anchorage, Alaska

01 /2 8 /9 4  Anchorage, Alaska

Paul Fuhs, Board Member 
0 7 /1 3 /9 3  Anchorage, Alaska

11 /23 /93  Anchorage, Alaska

0 5 /1 8 /9 4  Anchorage, Alaska

Bruce A. Campbell, Board Membr r 
11 /22 /93  Anchorage, Alaska 

Board Members

Date
Returned Purpose

1 0 /2 2 /9 3  A ttend ARRC board  m eeting

1 1 /2 3 /9 3  A ttend ARRC board  m eeting

0 1 /1 9 /9 4  A ttend ARRC board  m eeting

0 1 /2 8 /9 4  A ttend special board m eeting

0 7 /1 6 /9 3  A ttend ARRC board m eeting

11 /2 3 /9 3  A ttenu ARRC board  m eeting

0 5 /1 9 /9 4  A ttend ARRC board  m eeting

11 /2 4 /9 3  A ttend ARRC board  m eeting

T ransportation
Costs M eals/L odging

116

116

188

168

444

444

444

399

-0-

78

-0-

-0-

134

36

115

209

O ther

6

10

-0-

55

20

5

-0-

15

Entertainment
S t/or Business

Meals

-0-

-0-

-0-

-0-

-0-

-0-

-0-

-0-

. . J i n . . : : . ... rSubtotal


