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ALASKA RAILROAD CORPORATION ¢ 2007 ANNUAREPORL

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN FUND EQUITY

Years ended December 31, 2007 and 2006
(In thousands)

2007 2006
Operating revenues:
Freight (note 10) $ 91,783 89,623
Passenger 23,304 21,292
Other 526 456
115,613 111,371
Grant revenue (note 8) 32,949 21,299
148,562 132,670
Operating expenses (note 8):
Transportation 40,433 37,777
Passenger services 5,144 4,644
Markets, sales, and service 18,203 20,052
Passenger operations 5,944 5,876
Mechanical 18,616 17,453
Maintenance 31,049 27,481
Facilities 6,111 3,272
Engineering and signals 2,853 1,978
Health, safety, and environment 1,560 1,635
General and administrative, net of indirect cost recovery
of $1,569 in 2007 and $1,590 in 2006 8,965 8,251
138,878 128,419
Operating income 9,684 4,251
Nonoperating revenues (expenses):
Real estate income, less direct expenses of $12,626 in 2007
and $8,543 in 2006 (notes 8 and 11) 6,670 6,510
Gain on sale of capital assets 478 616
Investment income 945 572
Interest expense (1,527) (1,504)
Total nonoperating revenues 6,566 6,194
Net income (note 2(a)) 16,250 10,445
Other change in fund equity:
Change in pension and postretirement funding status (note 7) (1,675) 1,944
Change in fund equity 14,575 12,389
Fund equity, beginning of year 183,568 171,179
Fund equity, end of year $ 198,143 183,568

See accompanying notes to basic financial statements.
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ALASKA RAILR
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STATEMENTS OF CASH FLOWS

Years ended December 31, 2007 and 2006

Cash flows from operating activities:
Receipts from customers
Operating grants received
Payments to suppliers
Payments to employees

(In thousands)

Net cash provided by operating activities

Cash flows from capital and related financing activities:

Principal payments on long-term debt
Interest payments on long-term debt
Proceeds from long-term debt

Revenue bond proceeds, net of bond issuance costs of $1,149 in 2007 and

$1,410 in 2006.
Purchases and construction of capital assets
Proceeds from sales of capital assets
Increase in deferred revenues, net of advances

Net cash provided by capital and related

Cash flows from investing activities:
Real estate income and related cash flows
Real estate direct expenses paid
Interest received
Purchase of restricted investments
Proceeds from sale of restricted investments

Net cash used in investing activities

financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of operating income to net cash provided by operating activities:

Operating income

Adjustments to reconcile operating income to net cash provided by

operating activities:

Depreciation and amortization

Bond issuance cost amortization

Grant revenue on capital assets

Changes in operating assets and liabilities:
Materials and supplies
Accounts receivable
Prepaid expenses and other assets
Accounts payable and accrued liabilities

Over (under) recovery of vehicle and equipment allocated costs

Payroll liabilities
Environmental reserve

Accrued postretirement and pension benefits

Total adjustments

Net cash provided by operating activities

Supplemental disclosure of noncash activity:
Depreciation included in real estate activity

See accompanying notes to basic financial statements.
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2007 2006
$ 119,282 103,821
8,002 5,024
(48,046) (41,221)
(61,747) (58,565)
17,491 9,059
(3,585) (2,973)
(5,139) (1,345)
— 12,422
89,855 78,403
(104,869) (102,145)
799 1,218
45,134 65,169
22,195 50,749
26,422 18,502
(12,626) (8,543)
945 572
(96,608) (80,808)
44,250 21,654
(37,617) (48,623)
2,069 11,185
13,263 2,078
$ 15,332 13,263
$ 9,684 4251
33,977 26,003
121 —
(24,947) (16,275)
(539) (183)
3,548 (7,550)
305 84
(453) 2,930
(996) 1,359
(199) 854
(158) 68
(2,852) (2,482)
7,807 4,808
$ 17,491 9,059
$ 6,033 4,029
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NOTES TO FINANCIAL STATEMENTS

December 31, 2007 and 2006

Organization and Operations

The United States Congress authorized construction of the Alaska Railroad (ARR) in 1914 and operations
began in 1923. The federal government operated the railroad until its sale to the State of Alaska in
January 1985. The sale of the ARR to the State of Alaska was authorized under the Alaska Railroad
Transfer Act of 1982, which was signed into law on January 14, 1983. The State of Alaska legislature
created the Alaska Railroad Corporation (ARRC), a component unit of the State of Alaska, to own and
operate the railroad and manage the railroad’s rail, industrial, port and other properties. The ARRC
commenced operations on January 6, 1985.

The ARRC operates 651 track miles, providing both freight and passenger services. The ARRC serves the
cities of Anchorage and Fairbanks, the ports of Whittier, Seward, and Anchorage as well as Denali
National Park and military installations. Vessel and rail barge connections are provided from Seattle,
Washington, and Prince Rupert, British Columbia.

Summary of Significant Accounting Policies

In preparing the financial statements in accordance with accounting principles generally accepted in the
United States of America, management is required to make a number of estimates and assumptions relating
to the reporting of assets and liabilities and the disclosure of contingent assets and liabilities as of the date
of the financial statements and revenue and expenses for the reporting period. Actual results could differ
from these estimates. The more significant accounting and reporting policies and estimates applied in the
preparation of the accompanying financial statements are discussed below.

(a) Basis of Accounting

As a component unit of the State of Alaska and for the purpose of preparing financial statements in
accordance with accounting principles generally accepted in the United States of America, the
ARRC is subject to the accounting requirements as set forth by the Governmental Accounting
Standards Board (GASB).

The ARRC is an enterprise fund of the State of Alaska. Accordingly, the financial activities of the
ARRC are reported using the economic resources measurement focus and the accrual basis of
accounting, whereby revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows.

The ARRC has elected to apply all applicable private-sector standards of accounting and financial
reporting issued by the Financial Accounting Standards Board (FASB) that do not conflict with or
contradict GASB pronouncements, under the option allowed by GASB Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That
Use Proprietary Fund Accounting.

The ARRC is subject to the jurisdiction of the Surface Transportation Board (STB) and the ARRC’s
rates for services are established by the board of directors and designed to recover the cost of
providing the service. Accordingly, the ARRC has implemented the provisions of FASB Statement
No. 71, Accounting for the Effects of Certain Types of Regulation.
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ALASKA RAILROAD CORPORATION

Mailing Address: PO. Box 107500, Anchorage, Alaska 99510-7500

OFFICES

Anchorage, Alaska
Headquarters Offices
Reservations and Information

Anchorage Operations Center

Fairbanks, Alaska
Passenger Depot
Freight Customer Service

Freight House

Seward, Alaska

PHYSICAL ADDRESS

327 W. Ship Creek Avenue
411 W. 1st Avenue
825 Whitney Road

1745 Johansen Expressway
1888 Fox Avenue
230 Jack Lindsey Lane

913 Port Avenue, PO. Box 95, Seward, Alaska 99664

Seattle, Washington

5615 W. Marginal Way S.W., Seattle, Washington 98106

Toll-free Numbers

Corporate Information

Freight Marketing/Customer Service

Passenger Service

Seattle Office

TELEPHONE

(907) 265-2300
(907) 265-2494
(907) 265-2434

(907) 458-6025
(907) 458-6022
(907) 458-6048

(907) 224-5550

(206) 767-1100

1-800-321-6518
1-800-321-6518
1-800-544-0552
1-800-843-2772

FAX
(907) 265-2312

(907) 265-2509
(907) 265-2643

(907) 458-6068
(907) 458-6034
(907) 458-6061

(907) 265-2660

(206) 767-1112

The Alaska Railroad Corporation has not received any bona-fide offers of a sale arrangement within the calendar

year of 2006, nor is the Corporation aware of any potential sales that require analysis under AS 42.40.260.
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