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Mr. Chairman:

1973 was the 50th Anniversary of this great institution and on July 15th that year I was honored to have organized a golden spike reenactment ceremony for General Manager Walker Johnson and a bright young associate, Jim Blasingame.    Now, we’re in a board room named after Jim, approaching the 90th Anniversary of the President Harding’s golden spike experience and no one will dispute that Alaska would not be nearly so important or successful were it not for our great railroad pioneers…and, indeed, Alaska might still be a territory.
But the Alaska Railroad has been successful and helped Alaska prosper.  One reason the Railroad has succeeded is that it has focused on what it does well: operating a modern rail service in a remote and challenging state.  

The Railroad’s success has also pivoted, as you board members know so well, on its ability to change and evolve with a changing world.   

You and your management have been extraordinarily successful in this environment.  Now, with changing tourism marketing, state cruise ship and oil taxation issues, refinery and fuel distribution and coal economics, with changing environmental and community relations demands, I’m guessing that you are facing a constantly changing set of circumstances, even today.  General Gamble, I bet it’s a lot like piloting an airplane … flying across different geographies, amid different wind and weather patterns, all the while making sure the mechanical issues are under control and the passengers, employees and airplane owners are relatively satisfied if not happy.  Or, Captain Binkley, maybe it’s like running a sternwheeler in low water in a narrow channel.
Amid this circumstance I would leave you with a couple of thoughts:

First: I hope the railroad is able to keep its focus on what it does well amid the gas pipeline and energy debate.  HB 369 passed the House yesterday and would have had the Railroad CEO acting as chairman of a new Gasline team.  I believe that a committee substitute now has Dan Fauske of AHFC filling that role, but the CEO of the Alaska Railroad will likely still be a key part of the team, should the Senate pass the legislation, because you are the only agency in the state with practical experience as a revenue producing operating entity with a focus on right of way maintenance, engineering, real estate, grant writing, bonding and other qualities attractive to those dreaming of gas pipelines.

Second: I am not opposed to an ANS gas bullet line or LNG project but with respect to the sense of urgency with which our politicians are currently approaching that issue, one wants to be sure that critical mistakes are not made in haste, with the best of intentions, a-la-ASI, Mat Maid and Valdez grain elevators.  To the extent you do become involved in discussions of a bullet line, I prepared a few questions you may want to consider:
· To what degree should the ARR be involved in gas pipeline activities, and at what cost to the Railroad’s primary mission?  
· Yesterday, Rep. Hawker’s HB 280 also passed the House, encouraging more Cook Inlet exploration and investment in gas storage; does creation of the Gasline effort  via HB 369 contradict the worthy goals of HB 280?

· Just having heard Mary Ann Pease’s Commonwealth North Energy Report, one would ask several questions regarding a gas pipeline project’s relationship to Cook Inlet gas exploration and other issues:
· Fundamentally, does the state want to support a private sector solution to gas deliverability shortages as envisioned by HB 280, or does it wish to promote a government solution, as proposed by HB 369?  Are the goals of the two bills mutually exclusive?  Let’s go a little further…

· If almost 200 wells need to be drilled in Cook Inlet to enable adequate, future gas supply for Southcentral Alaska, will investors go forward if the state focuses on a bullet line accessing ANS Gas?

· If the State focuses on ANS gas via a bullet line, would investors want to spend money developing storage for gas or determining feasibility of a cheaper LNG import concept for Southcentral Alaska?
· Would imported LNG molecules be cheaper for our businesses and residents than molecules transported here from the North Slope?  
· Would Alaskan citizens prefer to burn more expensive ANS molecules over potentially cheaper imported molecules because they are “Alaskan”.

· If a bullet line is built to Southcentral and several years later a mainline is built, who pays for the stranded section of bullet line?
· Will ratepayers and utilities agree to pay the whole cost of construction even if they could have obtained cheaper fuel supplies via Cook Inlet exploration and LNG Imports?

· Will citizens throughout Alaska subsidize a bullet line for Southcentral citizens?  If so, what will they receive in return and is the state willing to pay the price?  

· What other projects will not be built with the bullet line subsidy that would otherwise have been possible?

· Will government own and operate a bullet line?  

· Will decisions of the bullet line managers be protected from political influence?

· To ‘make gas cheaper’ will government be tempted to subsidize state royalty gas or try to force producers to artificially lower the price of their gas?  Is this a desirable policy area for ARR managers?

These are just a few questions I wrote down this morning before coming over.  But it is the sort of due diligence questioning that you do every day before completing a real estate lease, buying a new piece of rolling stock or reorganizing to meet the demands of a challenging market place.

I only hope that as you may be asked to become involved in gas pipeline issues, you are also encouraged to use your due diligence expertise and intelligence to help state officials ask the right questions in order to produce sound public policy and wisely spend rapidly depleting state operating funds and savings accounts.
As a former marketing consultant for this great institution I will close by observing that as in time immemorial, the Alaska Railroad is affected by political decisions.  Governor Sheffield told me last May that AT LEAST ONE of three things are necessary to assure the continuing prosperity of Alaska:

· Immediate approvals allowing exploration and development of ANWR (with adequate state revenue sharing), and/or

· Immediate federal approvals allowing for exploration and development of the Chukchi and Beaufort sea OCS leases (with adequate state revenue sharing), and/or

· Immediate forward momentum of a gas pipeline.

· And I would suggest a fourth alternative, Governor Sheffield: state policies leading to sufficient other discoveries of oil and gas on Alaska state lands to refill the oil pipeline and replenish state revenues and jobs.

I’m thinking that if the success of the Alaska Railroad is to be assured, one of those three or four things is also required.  As a state-owned corporation the ARR has a limited ability to become involved in such issues, but I am free to urge my fellow citizens and all friends of the Railroad to:
· Demand that the EPA, Corps of Engineers, NOAA, MMS, BLM, DOI and White House cease the federal government’s unprecedented assault on Alaska’s economy using bureaucratic and regulatory delay and obstruction tactics.

· Urge Alaskan leaders to focus more on encouraging an inviting investment climate for the private sector than saddling it with increased taxes and regulations and ‘must haves’ which serve only to increase costs, repel investment and further erode the economy our children will inherit…should they be able to remain here.
Thank you.
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