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January 1989 

MEMBERSH:? 

The Rail Line Assistance Study Committee was established by t~e 
Legislative Council with the following membership: 

Senator Donald Gettings, Co-chairperson 
Reoresentative Deo Koenigs, Co-chairperson 
Senator C. Joseph Coleman 
Senator Richard Drake 
Senator John Jensen 
Senator Jean Lloyd-Jones 
Representative Clifford Branstad 
Reoresentative Kenneth De Groot 
Representative Emil Pavich 
Representative Dennis Renaud 

CHARGE OF CO~~rTTEE 

The 
review 
develop 

MEETrNGS 

charge of the Rail Line Assistance Study Committee was to 
the current status of branch rail lines in Iowa and to 
reco~~endat:.ns for a branch line assistance program. 

The Rail Line Assistance Study Committee cond~cted three 
meetings. In the meeting held on August 30, 1988, the Study 
Committee heard presentations and received testimony from Mr. ~es 
Holland, Director, Rail and Water Division, Iowa State Depart~ent 
of Transportation; Professor Phil Baumel, rowa State University; 
Mr. Mike Payette, Assistant Vice President of Governmental Affairs, 
Chicago Northwestern Transportation Company; and Mr. Paul Eckhoff, 
preSident, Iowa Rail Users Association. 

In testimony before the Committee, Mr. Holland noted that the 
basic rationale for rail line assistance is that the state needs to 
be competitive and needs to have an efficient railroad network to 
help the state compete effectively in foreign markets. Mr. Ho:land 
reviewed the expenditures under the Iowa Rail Assistance Progra~ 
conducted by the State Department of Transportation and 
expenditures by the Iowa Railway Finance Authority. Processor 
Baurr.el reviewed grain shipment data for the state of rowa a~d 
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emphasized the advantages of hav:ng financially s~ro~g c~re 
rai~roads. Mr. Payette revlewed tne Jse of the Rail :~~e 
Assistance Program by t~e Chicago Northwester~ T~ansportat~on 
Cornpa~y. Mr. Sck~o:: explained the ~e~ber5h:p of che :owa Ra:: 
~sers Asscciat:on and emphasized the concerns the organization ~ad 
about ~r.e ceter:oratir.g rai: system in Iowa. Mr. SCKncE: sta:ed 
:hat ~is o:ga~:zation suggests that ~he sta:e cons:de: :he 
follcw:ng: (1) acknowledge t~at loss of raL: is a rea: econore~c 
threat a~d give this :ssue more priority i~ ~egislative a~d p01:c: 
areas; (2) establish a realistic and 'liable rail pla~ :or :owa :~ 
coniunction with other intermodal transoortat:on systerr.s; (3) ca:: 
for' a moratorium in cooperation with Ciass ! railroads on pendi~g 
and proposed abandonments while a rail pla~ can be formulated; (4) 
create an environment within the :owa State ~epar~me~t of 
Transportation which enables the Oepartment to be proactive rather 
than reactive relative to rail :ssues; (5) provide adequate, less 
restrictive state funds to enable private industry to have the 
ability to procure and rehabilitate economically viable rail lines 
while the state rail system is formulated; (6) create a more 
wor~able rail banking program for rail lines that are to be 
abandoned; (7) overcome the psychology of funding a private versus 
a state-owned transportation system in that the two can complement 
each other and make cost-effective use of tax dollars. 

At the September 26, 1988, meeting the Study Committee rece:ved 
testimony and comments from Mr. Lyle Cook, Treasurer, rowa :orn 
Growers Association; Mr. Raymond Repp, State Director, Iowa Soybean 
Association; Mr. Wayne Seaman, General Manager, West Centra~ 
Cooperative of Ralston, Iowa; Mr. Jerry Shepler, Iowa Farm Bureau 
Association; Ms. Marcia Mason, Attorney General's Office; and Mr. 
Art Beenken, Iowa Institute of Cooperatives. Mr. COok e~phasized 
the heavy reliance the corn industry of Iowa has upon the state's 
ra:l system; posed several questions which the Governor's Rail 
~ransportation Task Force had encountered; noted ~hat rail service 
in the state of Iowa results in economic benefit to all of ::s 
citizens and thus the preservation and maintenance of the current 
rail system is of utmost importance; and expressed the opposition 
of the Iowa Corn Growers Association to any effort to finance 
public support of the rail system through a grain check-off. Mr. 
Raymond Repp emphasized the critical importance to the soybean 
industry of having a viable rail system within the state of :owa; 
noted the policy position of the Iowa Soybean Association which 
recommends that the present railroad structure be based on 
providing the most economical transportation to ser'le farmer and 
industry needs; and stated the Association's belief that all 
consumers must support the revitalization of the rail systems. Mr. 
Seaman emphasized the importance of rail line assistance, and noted 
that one segment of society should not be required to pay Eor an 
industry in which everyone benefits and thus any tax to raise funds 
for rail line assistance should come from the general fund. ~r. 
Shepler noted that since the 1970's the abandonment and bankruotcy 
of rail lines have reduced the amount of trackage by 3,600 miles i~ 
rowa; indicated that preliminary reports from the Farm Bureau's 
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membersnip show that a large ~ajority believe Iowa shou~d attenpc 
to preserve branch rai~ lines; and suggested that state assistance 
should be limited to capital expenditures. Mr. BeenKen ~oted that 
the preservation cf the state's rail system also aids in preservi~g 
tne state's highway system and suggested the fol:cwi~g: (1) the 
state should establish a fund to assist in owr.ersh:p in abandoned 
rail lines if the rail line is viable; (2) the state should develcp 
a plan to retain right-of-way for a time period if the rails are 
taken out of abandoned railroads; (3) the state should create a 
board consisting of representatives of shippers, industrlal complex 
and state government to make decisions on pending and proposed 
abandonment plans by railroads; (4) the state should develop a 
unified approach on the entire railroad complex in Iowa and sho~:d 
be aware that tOO much emphasis should not be placed on branch line 
assistance only; (5) the state should take an active role as an 
advocate in railroad labor issues which would help make rai~roads 
more financially healthy; (6) the state should promote and 
advertise to its citizens the valuable asset which railroads are to 
the economic health of Iowa; (7) the branch line assistance should 
be continued, however not through the use of grants, but througn 
loans; and (8) the state should promote and improve the Iowa rail 
structure and make it attractive to one or more "mega railroads" to 
develop an improved direct access to world markets. Ms. Marcia 
Mason reviewed Trailor Train Company vs. Bair, which overturned the 
Iowa railway mileage tax and Atcheson, Topeka and Santa Fe Railway 
Company vs. Bair, which overturned the railway vehicle fuel tax, 
and noted that under the Railroad Revitalization and Regulato=y 
Reform Act of 1976 (4-R Act) states are prohibited from impos:ng a 
tax which results in discriminatory treatment of a commo~ carrier 
by railroad. 

At the December 16, 1988, meeting, the Study Committee received 
testimony and comments from Mr. Gene Eich, Department of Revenue 
and Finance; Mr. Raymond Kassel, Chairperson, Governor's Working 
Group on Railroad Policy; Mr. Fred Tomlinson, Board Menber, lowa 
Grain and Feed Association; and Mr. C. J. Stoffer, Iowa Northern 
Railway. Mr. Eich reviewed the procedure of valuing railroad 
property for purposes of assessing property taxes. Mr. Kassel 
prese~ted the report of the Governor's Working Group on Railroad 
Policy; emphasized the need for a comprehensive two-year study of 
:nterT.odal transportation plans; reviewed possible funding sources 
for rail programs; and reviewed recommendations of ~he Governor'S 
Working Group on Railroad Policy to the Legislature, whiCh include: 
(1) the ~egislature consider requiring the development of a 
continuing long-range intermocal plan to develop and rationalize 
equitably the opportunities, burdens, and relationships among all 
modes of transportation; (2) the Legislature consider creation of a 
conSOlidated state intermodal transportation development fund to 
allow the state the flexibility to choose the best modal 
alternatives to meet state transportation needs; (3) :he 
Legislature evaluate possible changes in the Iowa State Department 
of Transportation and other state agencies to accomplish these 
goals; (4) the Legislature consider removing legislat:ve 
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restrictions on state rail capital assistance programs ~hic~ 
severely limit most funds ~or these programs to branch line ~se 
only; (5) the Legislat~re ~dentlfy or cons:der Einanc~al 
ind~ceme~t5 Or assistance to maKe more :i~ely the location of r.ew 
ousiness on viable railroad l~nes, or the relocation of ex:St~ng 
ousi~esses to viaole ra~lroad :ines; (6) the state ~ncrease state 
grade crossing s~rEace and safety assistance programs, which help 
~o ease burdens placed on railroads by the highway system; and (:) 
the :egislature require that the property tax assess~ent of any 
railroad property not be increased during the period of payback of 
any state financial assistance, the proceeds of whiCh were ~sed ~c 
improve that property. ~r. Fred Tomlinson noted that the Io~a 
Grain and Feed Association generally supports the Governor's 
Working Group and the goals they have set out; emphasized the 
importance of recognizing the intermoda1 character c: 
transportation needs in Iowa; and noted the following positions o~ 
the Iowa Grain and Feed Association: (1) the state must better 
understand railroad problems as a whole before implementing the 
goals of the Governor's Working Group; (2) the state should no~ 
support direct subsidy, without repayment, of any rail carrier 
within Iowa; (3) the organization supports increased funding in 
Congress for rail help programs; (4) the organization fully 
supports foreign Class I carrier's investigation of merger 
possibilities, or purchase, of Iowa rail trackage; and (5) in areas 
where no rail lines exist now, or will cease to exist, the state 
should work with Congress to revive federal legislation which 
provides matching funds for mainline-jointly owned grain loadout 
facilities. Mr. Stoffer gave a brief history of the Iowa Northern 
Railway and reviewed the items that must be considered by a shor~ 
line operator before starting a short line railroad. 

INFORMATIONAL MATERIALS 

The following informational materials were distributed to the 
members of the Rail Line Assistance Study Committee: 

1. Chapter 307B, Iowa Code, on the Railway Finance 
Authority. 

2. Rules of the Iowa Railway Finance Authority. 

3. Chapter 327H, Iowa Code, Tax Aid for Railroads. 

4. Rules oE the State Department of Transportation, 
Chapter 830, Rail Assistance Program. 

5. House File 2269 including an explanation and a copy 
of the Governor's veto message. 

6. Chapter 324A, Iowa Code, Railway Vehicle Fuel Tax. 

, 
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7. AtChison. Tooeka and Sante Fe Ra~lwav Comoan vs. 3ai:. 
which overturne chapter 324A. 

8. Chapter 435. rowa Code, Railway ~ileage ~ax. 

9. ~ra::er Train Company vs. Sai:, ~hich overt~r~ed cr.ap:er 
435. 

:0. Report of Governor's Working Group on Raicroad ?Oiicy. 
Volume I: Recommendations for State of :owa Railroad 
Transoortat:on Policy. 

i1. Report of Governor's Working Group on Railroad Policy. 
Volume "<: Background Information on Goals. 

:2. Comparison of Iowa Rail Assistance Program and the Iowa 
Railway Finance Authority (IRFA). 

RECO~~ENDATIONS 

The Rail Line Assistance Study Committee made the following 
reco~~endations: 

1. Moneys credited to the Iowa Railway Finance Authority under 
section 307E.26. 1989 Code. be repaid from the general fund to ~he 
road use tax fund. (A bill draft that implements :n~5 
reco~uendation 15 attached to this Final Report.) 

2. The Legislative Council be allowed to authorize an 
incermodal transportation study to consider requiring the 
development of a continuing long-range state in:ermcda: 
transportation plan to develop and rationalize equitably the 
opportunities. burdens, and relationships among all modes of 
transportation. 

RAIL 1197:C 
gk/dg:cf/24 
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APPENDIX 

Legis:at:ve B;" ?roposal 

LSB 1496S:-An Act re:ating ~o transportation prog"ams by 
requiring certain moneys credited to ~he rowa rai~way finance 
authority to be repaid from the general fund to the road use :ax 
fund and authorizing the creation of an intermodal transportation 
study. 
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Passed Senate, Date 

Vote: Ayes Nays 

Approved 

A BILL FOR 

SE~ATE FILE 
BY (PROPOSED R.>,::" :":NE ASS:S-:;':-'C::: 

ST~DY COMMITTEE 3:~L) 

Passed House, Date 

Vote: Ayes Says 

• An Act relating to transportation programs by requiring certa:n 

2 ~oneys credited to the Iowa railway finance authority to De 

3 repaid from the general fund to the road use tax fund and 

4 authorizing the creation of an intermodal transportation 

5 study. 

6 BE IT ENACTE;) BY:'HE GENERAL ASSEMBLY OF THE STATE or IOWA: 

7 

8 

9 

:0 

:2 

13 

14 

15 

l6 

:7 
:8 
19 

20 

21 

22 

23 

24 

TLSB 1496S: 73 

gk/jw/5 
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Section:. Section 3073.26, Code 1989, is a~e~cec to read 

2 as :ollows: 

3 3073.26 APPROPRIATION ~O AUTHOR:TY. 

4 Not~ithstanding section 423.24 and prior to the appiica:~o~ 

5 of sect~o~ 423.24, subsection 1, paragraph "b", there is 
6 appropriated :0 the authority from revenues derived Ero~ :~e 

7 operation of section 423.7 the a~cunts certified by the 

8 a~thority ~nder section 3073.25. However, the total 

9 credited to the Iowa railway 

:0 section shall ~Ot exceed two 

F' _lnance 

million 

authority ~nder this 

dollars annually. ~oneys 

•• credited to the Iowa railway :inance authority under this 

:2 section are appropriated only for the payment of principal and 

13 interest on obligations or the payment of leases guaranteed by 

14 the authority as provided under section 307B.25. ~oneys 

15 credited to the authority under this section shall be reoalc 

16 :rom the general fund to the road use tax fund. 

17 Sec. 2. The legislative council may authorize an 

18 intermodal transportation study to consider requiring the 

19 developrr.ent 0: a continuing long-range state interrr.odai 

20 t:anspo:tat:o~ plan to develop and rationalize eq~i~ab:y ~he 

2: oppc::~r.i~ies, burdens, a~d :elationships among al: ~cdes 0: 
22 t:a~spor~ation. 

23 EXPLANATION 
24 This bi:: requires that moneys credited to the :owa railway 

25 finance authority under section 307B.26 be repaid from the 

26 general fund to the road use tax fund. Without the operat.o~ 

27 c~ section 307B.26, the moneys would have been crec~tec :0 ~~e 

28 road ~se tax fund under section 423.24. 

29 This bill also allows the legislative council to aut~orize 

30 an inter~odal transportation study ~o consider req~ir:ng :he 

31 deve!op~ent of a continuing long-range state intermodal 

32 cransportat~on p:an to deve:op and rationalize equ::ably tne 

33 opportunities, burdens, and relationships among al~ modes of 
34 transportat~on. 

35 
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