ALASKA STATE LEGQ SLATURE
HOUSE TRANSPORTATI ON STANDI NG COVM TTEE
Ket chi kan, Al aska
August 21, 2007
10: 07 a. m

MVEMBERS PRESENT

Representati ve Kyl e Johansen, Chair
Representative Mark Neuman, Vice-Chair
Representative M ke Doogan
Representative Craig Johnson
Represent ati ve Wodi e Sal non

VEMBERS ABSENT

Representati ve Anna Faircl ough
Representative Vic Kohring

COW TTEE CALENDAR

TRANSPORTATI ON | SSUES BETWEEN ALASKA AND CANADA
PREVI QUS COWMM TTEE ACTI ON

No previous action to report

W TNESS REG STER

JCE W LLI AMS, WMayor

City of Saxman;

Mayor, Ketchi kan Gat eway Borough

Saxman, Al aska

PCSI TI ON  STATEMENT: Supported daily transportation service
bet ween Ket chi kan, Al aska, and Prince Rupert, British Col unbi a.

HERB POND, Mayor

City of Prince Rupert

Prince Rupert, British Colunbia, Canada

PCSI TI ON  STATEMENT: Supported daily transportation service
bet ween Ket chi kan, Al aska, and Prince Rupert, British Col unbi a.

BOB WEI NSTEI N, Mayor

Cty of Ketchikan

Ket chi kan, Al aska

POSI TI ON  STATEMENT: Supported daily transportation service
bet ween Ket chi kan, Al aska, and Prince Rupert, British Col unbi a.
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VI CTOR VEELLI NGTON, Mayor

Cty of Metlakatla

Met | akatl a, Al aska

ACTI ON NARRATI VE: Expressed his hope that this neeting creates
positive nonmentum regardi ng transportation service.

DAVE MACDONALD, Mayor

District of Port Edwards

Port Edwards, British Col unbia, Canada

POSI TI ON STATEMENT: Stated that the Prince Rupert harbor wll
hel p several comunities.

CHARLI E FREEMAN, Vi ce- Mayor

City of Ketchikan

Ket chi kan, Al aska

PCSI TI ON STATEMENT: Wl coned parti ci pants.

JERRY REESE, Chi ef

British Col unbia, Canada

POSI TI ON  STATEMENT: Supported transportation service between
Ket chi kan, Al aska, and Prince Rupert, British Col unbi a.

JI' M VANHORN, St af f

to Senator Bert Stedman

Juneau, Al aska

POSI TI ON STATEMENT: [ Comment i ndi scerni bl e. ]

Bl LL WLLI AVS
Ket chi kan, Al aska
PCSI TI ON STATEMENT: Wl coned parti ci pants.

RUSSELL KELLY, Legislative Liaison

Ofice of the Governor

Juneau, Al aska

POSI TI ON STATEMENT:  Stated many changes are taking place in the
Department of Transportation & Public Facilities (DOT&PF).

CATH E RCEMM CH, Chair

Marine Transportation Advisory Board (MIAB)

Juneau, Al aska

PCSI TI ON  STATEMENT: Said she hopes this neeting enhances
conmuni cati ons wi th DOT&PF.

JOHN (JC) CONLEY

Marine Transportation Advisory Board (MIAB)
Ket chi kan, Al aska
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PCSI TI ON  STATEMENT: Supported transportation service between
Ket chi kan, Al aska, and Prince Rupert, British Col unbi a.

GECRCE CAPACCI, Captain, Vice President

Fl eet QOperations

British Colunbia Ferry Services, Inc. ("BC Ferries")

(No address provi ded)

POSI TI ON  STATEMENT: Stated that a goal of BC Ferries is to
build a joint port facility that the Alaska Mrine H ghway
System (AVMHS) coul d nmake use of.

BRUCE JONES, General Manager

Inter-Island Ferry Authority (IFA)

Crai g, Alaska

PCSI TI ON  STATEMENT: Called [transportation service between
Ket chi kan and Prince Rupert] an exciting concept.

RUDY BRUEGGEMANN, Political and Econonic Relations Oficer
Canadi an Consul ate

Anchor age, Al aska

PCSI TI ON STATEMENT: Stated he is at this neeting to hel p people
understand the issues and listen to what they have to say.

DENNI S HARDY, Deputy Conmm ssioner of Marine Operations

Mari ne Hi ghway System ( AVHS)

Departnment of Transportation & Public Facilities (DOT&PF)
Juneau, Al aska

PCSI TI ON STATEMENT: Stated he is at this neeting to |isten.

JOHN FALVEY, Captain, General Manager

Mari ne Hi ghway System ( AVHS)

Al aska Departnent of Transportation & Public Facilities (DOT&PF)
Ket chi kan, Al aska

PCSI TI ON STATEMENT: Stated that planning for a southern gateway
shuttle was reinstated in 2007, but there is no funding at this
time to build the shuttle.

KENT M LLER

Ket chi kan, Al aska

PCSI TI ON  STATEMENT: Presented a private sector option for
passenger and vehicle ferry service between Ketchi kan and Prince
Rupert.

ACTI ON NARRATI VE

CHAIR KYLE JOHANSEN called the House Transportation Standing
Conmittee neeting to order at 10:07:29 AM Representati ves
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Neurman, Doogan, and Johansen were present at the call to order.
Representati ves Sal non and Johnson arrived as the neeting was in
progress. Senator Stedman was al so present.

TRANSPORTATI ON | SSUES BETWEEN ALASKA AND CANADA

10: 08: 08 AM

CHAIR JOHANSEN announced that Mayor WIIlians asked the House
Transportation Conmttee to act as the vehicle to get the issue
of connecting Ketchikan and British Colunbia “on the table.” He
has been contacted by officials from Hyder about the sane issue.
Representati ves Johnson, Neunman, Doogan, Salnon, and Johansen
were present at the call to order. Representati ve Johansen
asked participants at the nmeeting to introduce thensel ves.

10: 09: 14 AM

Participants introduced thenselves as follows: Mayor Joe
WIllianms, Ketchikan Gateway Borough and the Cty of Saxman;
Mayor Dave MacDonal d, District of Port Edwards, British
Col unbi a; Rudy Brueggemann, Political and Econom c Relations
O ficer, Anchorage; Captain John Falvey, General Mnager, Al aska
Marine H ghway System Bruce Jones, Ceneral Manager, Inter-
Island Ferry Authority; Chief Jerry Reese, British Colunbia;
Captain George Capacci, Vice President of Fleet Operations, BC
Ferries; Dennis Hardy, Deputy Conm ssioner of Transportation;
Russ Kelly, Special Assistant to Governor Palin; Myor Bob
Weinstein, Cty of Ketchikan; Mayor Herb Pond, City of Prince
Rupert; Mayor Victor Wellington, Metlakatla; Sol Atkinson

Transportation Director, Metlakatla; John (JC) Conley, Marine
Transportation Advisory Board; Cathie Roemmch; Kent Mller,
private industrial econom st, Ketchikan; Charlie Freeman, Vice-
Mayor, City of Ketchikan; Jim VanHorn, Staff to Senator Bert
Stedman; Pete Ecklund, Staff to Representative Kevin Myer;
[ remai nder of introductions indiscernible].

10:12: 38 AM

CHAI R JOHANSEN t hanked all participants for comng and said this
topic is extrenely inmportant to him Prince Rupert has always
been an inportant connection to Ketchikan. He believes for the
health of the economes of both communities, a good plan or
schedule is necessary to nove people and goods back and forth

Hs intent is to bring this issue to the table and “see where
people are comng from” The commttee has no predi sposed plan
nor will it be making any decisions; this neeting is strictly a
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brai nst orm ng session. He plans to follow up with a neeting in
Juneau during the next session. He commented that the Al aska
Marine H ghway System (AVHS) is aging so its replacenent or a
new system needs to be contenplated and brought before the
| egi sl ature because any plan will need statew de support.

10: 15: 28 AM

JCE WLLIAVS, Mayor, Gty of Saxman, and Myor, Ketchikan
Gat eway Borough, performed a traditional tribal welconme “to his
father’s people’s land” by singing a song and explained that
down feathers are sinultaneously throwm in the air and |and on
people as a sign of welcone. Mayor WIlianms then sang anot her
song for nenbers.

MAYOR W LLI AMS thanked everyone for attending. He noted that he
and Mayor Pond have been tal king about organizing this neeting
for over a year. Mayor Pond had invited Borough officials to
attend a neeting in Prince Rupert in October of last year. The
Ketchi kan officials had to charter a plane to get there at a
cost of $1100. The distance is 90 mles. Mayor Pond then
traveled to Ketchikan but his route was through Vancouver and
Seattl e. Mayor WIllians said he and Mayor Pond visited over
July 4'" and di scussed organi zing a House Transportation Standing
Conmittee neeting. He and Mayor Pond desire to get daily
transportation service between Ketchikan and Prince Rupert. He
told nenbers that Prince Rupert is developing a deep water port,
which will benefit Ketchikan and Metlakatla, as well as other
Sout heast Al aska towns. He said daily service to Prince Rupert
wi Il provide further services.

10: 23: 09 AM

HERB POND, Mayor, City of Prince Rupert, told nenbers that
al though he will refer to Prince Rupert in his presentation, he
is speaking about an entire territory. He introduced Chief
Jerry Reese and pointed out that Prince Rupert is in the heart
of Tsimshian territory. He referred to an historical photo of a
British Colunbia (BC) ferry assisting an Al askan ferry that hit
a rock and another photo of the first annual Prince Rupert-

Ket chi kan baseball tournanent in 1912, a |lively event. He
t hought the baseball photo was significant in that |ogging did
not even begin in the area until 1907. He pointed out that

Ketchikan is the closest conmmunity to Prince Rupert that is
simlar in size, yet transportation between the two conmunities
is very limted. Mayor Pond told nmenbers:
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|’m just tickled by all of the people that have cone here.
Wen | saw the invitation list and who had agreed from the

Al aska side, | was extrenely inpressed. VWen | saw who
from J[indisc.] side, just inmmediately signed up and
indicated they wanted to be here and were prepared to
swtch their schedules around, | was equally inpressed, and

| want to thank each and every one of you for naking this
happen. The Tsinshian have a word, which is kind of an all
inclusive word, and Gary can correct nme and also these
gentlemen can correct me, but it’s “w wat” (ph) and it’s
often said at the end of sonething. It basically is a
catch-all that says let’'s do it, let’s nake it happen. So
| hope at the end of this neeting that we gathered today
that we’'re able to say w wat and let’s make sonething
happen.

10: 28: 43 AM

BOB WEINSTEIN, Myor, Cty of Ketchikan, welconed everyone to
the neeting and said the transportation issue between the two
comunities has been of great inportance to him He has been an
advocate of daily service for nany years. He said he was very
el ated several years ago when $27 nmllion was allocated for a
gateway shuttle, but was equally disappointed when the noney was
taken away. He said, “Qur job is to regroup and cone up with a
good option to do what our comunities have been trying to do
for many years, and that not only includes trying to establish a

good transportation |ink between our comunities but also to
i mprove our business [indisc....]”
10: 30: 18 AM

VI CTOR WVEELLI NGTON, Mayor, City of Metlakatla, told nenbers one
reason he cane to this neeting is that he sat with the mayor of
Prince Rupert in Juneau a few years ago and talked about
transportation. Road construction is underway on a road between
Met | akatla and [Ketchikan]. He is very excited about what he is

hearing about transportation. Metlakatla is a Tsinshian
community; he and other nenbers of the comunity have many
relatives in [northern Canada]. He relayed that his staff, So

At ki nson, addresses transportation issues. He said he hopes the
nmeeting creates sone positive nomentum

10: 33: 17 AM
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DAVE MACDONALD, Mayor, District of Port Edwards, said the Prince
Rupert harbor will help several comunities. He is excited to
be present and is | ooking forward to the discussions.

10: 33: 57 AM

CHARLI E FREEMAN, Vice-Mayor, City of Ketchikan, welconed all
partici pants.

10: 34: 39 AM

JERRY REESE, Chief, said he was involved with the Cty of Prince
Rupert a nunmber of years back. H's cormmunity and the comrunity
of Metlakatla got together and tal ked about creating a link to
Prince Rupert. They |obbied OGtawa; his goal was to do a road
upgrade at that tine. H s community runs a ferry service from
[indisc.] Inlet to Prince Rupert at a deficit every year. He
sees this |link as a huge opportunity for his comunity and
Met | akat | a. It would open up tourism in his conmmunity and in
the Tsinshian Peninsul a. He said there are discussions about
building a ferry landing in his comunity to shorten the run
from Al aska. He noted a bridge between [indisc.] and Prince
Rupert has been discussed but that nmay never happen because of
the cost. He said he used to cone to Metlakatla to play
basket bal | when he was younger. He has relatives in Mtlakatl a.

10: 38: 06 AM

CHAI R JOHANSEN announced that Representatives Sal non and Johnson
had joined the neeting via teleconference. He infornmed the
representatives that participants are going around the room
i ntroduci ng thensel ves.

10: 38: 28 AM

JIM VANHORN, Staff to Senator Bert Stedman, [M. VanHorn's
comment was i ndiscernible.]

10: 40: 08 AM

CHAIR JOHANSEN said this effort should dovetail wth Senator
Stedman’s efforts in the Senate Finance Commttee and that he
would talk to the Departnment of Transportation & Public
Facilities (DOT&PF) about reviewing the statutory obligations
for its Alaska Marine H ghway System (AVHS) pl ans.

10: 40: 39 AM
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BILL WLLIAMS, a forner representative in the Alaska State
Legi sl ature, wel comed everyone to Ketchikan. [ The remai nder of
his comment was indiscernible.]

10: 42: 42 AM

RUSSELL KELLY, Legislative Liaison, Ofice of the Governor, said
he was glad to be attending the neeting and that many changes
are taking place in DOT&F. The governor is hoping for inproved
communi cation and is interested in innovative ideas. [ The
remai nder of his comment was indiscernible.]

10: 44: 32 AM

CATHHE ROEMM CH, Chair, Marine Transportation Advisory Board
(MrAB), said she hopes to cone out of the neeting today wth
nore i nformati on and enhanced conmuni cati ons w th DOT&PF.

JOHN (JC) CONLEY, WMarine Transportation Advisory Board (MIAB),
said it is good to see friends from Prince Rupert. He noted a
daily shuttle has been discussed for a long tinme as well as the
declining relationship with Prince Rupert. He believes a
convergence is occurring. Prince Rupert has a world class nega-
port that has opened the world up to Al askan products. It is
connected to Asia and the Mdwest. Southeast has some resources
that can only be sent to another market for processing. Another
opportunity Southeast Alaska has wth its British Colunbian
nei ghbors is to create a power grid. That wll eventually
create affordable energy and a good transportation link, the two
necessary conponents of econom c developnent and a link to Asia

and the M dwest. This partnership wll create a wn/wn
situation. He hopes the Legislature will give the Al aska Marine
H ghway System the funds needed to get a ferry built. He
st at ed:
W should be running a ferry out of Prince Rupert, into
Ketchikan, up to South Mtkof - renmenber that George -

grabbing the fish at South Mtkof, comng back to
Ket chi kan, grabbing sonme nore fish and going to Prince

Rupert and now we’ ve got a nega port. You can pick your
market — left or right — Asia or Chicago. This has
changed. | applaud your efforts, M. Chairman, and 1’'d

like to thank Mayor WIllianms and Mayor Pond. But it’'s
going to require your |eadership to ensure that we have a
plan to succeed. This mght be a harsh comrent but having
been around the conpetition of roads and ferries, | think a
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lot of tinmes there’s a desire that the plan fail. That’ s
why they were always tal king about building new boats but
not building them Thank you.

10: 48: 30 AM

GECRCE CAPACCI, Captain, Vice President, Fleet Operations,
British Colunbia Ferry Services, Inc., said one of the goals of
the ferry systens throughout northwestern Anerica is to address
the challenge of aging infrastructure, both boats and term nals.
British Colunmbia Ferry Services ("BC Ferries") is rebuilding its
fleet and it is enbarking on a major capital investnent program

to build a small and internediate sized fleet. Anot her
challenge to creating transportation Ilinks is providing
infrastructure on shore. A goal of BC Ferries is to build a

joint port facility that the Al aska Mrine H ghway System could
make use of.

10: 50: 27 AM

BRUCE JONES, General Manager, Inter-Island Ferry Authority
(IFA), said he has only been at his current job for three weeks
but was on the board of the Southeast Conference for a few
years, during which time this exciting concept was discussed.
| FA is governed by a board of directors. [The remainder of his
testimony was indi scernible.]

RUDY BRUEGGEMANN stated that he is here to help people
understand how the issues work and to |isten to what people have
to say. [The remminder of his testinony was indiscernible.]

10: 52:19 AM

DENNI S HARDY, Deputy Conmm ssioner of Marine Operations, Marine
H ghway System Departnent of Transportation & Public Facilities
(DOT&PF), said DOT&PF s goal is to run the boats, but the fleet
is aging and sonething needs to be done budget-wi se to help. He
said he is here to listen.

CHAI R JOHANSEN said one reason he scheduled this nmeeting is to
decide what to do, and develop an airtight case to nmake it
easier to sell at a statew de |evel. He related that Mayor
WIllianms and Mayor Pond want to get this started now and nove
forward with a plan.

10: 55: 01 AM
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[ Wtness nane and commrents indiscernible.]

10: 55: 36 AM

MAYOR WLLIAMS comented that if everyone is serious about
having daily service between Ketchi kan and Prince Rupert, it is
time to do it. It is the only neans of econom c devel opnent for
Ket chi kan. He noted Mayor Pond's 12 hour trip to Ketchikan from
Prince Rupert and that no one else would make that trip because
of the cost and time. He wants to see the daily shuttle becone
a reality because with the devel opnent of a deep water port in
Prince Rupert, the shuttle will only benefit southern Southeast
Al aska. He thanked Chair Johansen for holding the neeting and
t hanked all participants for attending.

10: 57: 47 AM

MAYOR POND stated the following during his  PowerPoint
present ati on:

Al | of us in the room are aware of the Southeast
Conference, the great organization that it is and the
incredible work that it achi eves. But | think sonetimes we

forget about the origins of the Southeast Conference and
that Prince Rupert indeed was a charter nenber of Southeast
Conference. As the governor of Alaska and the prem ere of
British Colunbia in the day decided that it would be very
inportant to link our countries with a ferry network. The
premere of British Colunbia commtted to extending ferry
service into Prince Rupert and the governor of Al aska
commtted to extending ferry service down to Prince Rupert

and the Southeast Conference was fornmed around that. To
this day, it is what it is and has had the inpact that it
has.

| want to suggest to you today that had those decisions not
been made, that we would have all the reason today to do it
again — that if we were to enter into this wrld today and
there wasn't |inkage back and forth between our countries
and our comunities at this level, that we wuld be
gathering here today to tal k about why we should be because
there’s opportunities for both of us.

| happen to have a picture which ny buddy [indisc.] pulled
up for nme and | sure appreciate that. He obviously
under stands where nmy heartstrings are at. | don’'t expect
you to see it very clearly but this is pulled off the web
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because these are the cranes arriving in Prince Rupert

| ast night. Three large cranes comng all the way from
China on a special vessel designed to carry this sort of
| oad. It’s kind of hard to get it when you |ook at these
things, but our [indisc.] Hotel in Prince Rupert is a 14
story structure. These cranes will dwarf that 14 story
hotel. ... It gives you a sense of what it is that we're
tal king about in Prince Rupert and really why this matters
to Al aska. In ny view there [are] two reasons — JC hit it
wel | .

One is the devel opnent of a trade corridor that is going to
open up opportunities for the novenent of goods and the
movenent of resources and the connecting of business in a
new way. Business is shifting around the world and sone of
us have been a little slowto catch it. W all have a view
of this shirt having been nade in China and shipped to a
shelf at Wal-Mart where | bought it. That’s kind of the
way that [indisc.] really works. But the reality is that
it’s much nore conplex. The reality is that the cotton
that went into this shirt actually came out of Menphis.
One of the big partners that Prince Rupert has in this
addition is Menphis, Tennessee, because they're going to be
| oading cotton into containers that will float back to Asia
t hrough Prince Rupert. So the cotton cane from Menphis and
it goes to China and it goes to a particular community in
China where they weave it into thread and then |oad
containers full of thread to nove it to yet another
community that specializes in the weaving of the cloth.
And then load the cloth into containers again to be noved
to yet another community that specializes in the cutting
and sewi ng and creating the shirt.

Meanwhi |l e, containers of buttons have cone from | ndonesia
where they are taking petrol eum byproducts and formng the
buttons and they will be joined to the shirts to be put in
the containers to be shipped back through Prince Rupert to
Chi cago where they will be distributed into the heartland
of the United States and put on store shel ves.

Your cell phone is made that way. Your car is made that
way. It is no longer a single assenbly Iine. It is a
world of interconnected specialization and raw resources
and if you aren’'t on the corridor, you are not in that
trade group, you are not in that econony. It’s just that
si npl e. So — want to give a map for context, we always
tal k about how close we are, but here we are. There's this
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tiny little bit of open water that separates us and is a
rather artificial boundary. Certainly froma First Nations
or Native developnent point of view, a very artificial
boundary that was put on there and we’'re that close
toget her. ...

11: 03: 04 AM

This is Prince Rupert, Port Edwards’ popul ation, about
15,000 in the imrediate service area when you include the
Tsimshian communities, 22, 000. If you go out and include
the Charlottes and the larger area, 66,000, and you keep on
going. This is what we’'re all tal king about and the reason
|’m doing this for you today is if | could take you to
Prince Rupert | wouldn’t have to do this presentation. I
just want to give you a little taste of what you may not
have seen in a little while.

This is the comunity of Prince Rupert, very nuch Iike
Ket chi kan. It is sandwi ched between the nountains and the
ocean. It sits up here. The rail bed that goes out into

the North Anmerican marketplace, straight out of here and
actually the nost preferable grade through the Rockies
anywhere on the West Coast of North Anerica, cones through
her e. And then this is the termnal that's being
converted, or largely has been converted, it’s a rather old
photo, into that facility. This is an artist’s nock up of
what it’'s going to be when it’'s up and running but the
cranes, as Yyou see over here, it’s alnost entirely
internodal. |In other words, one of the reasons people said
this container port would not work is we don’t have nuch of
a local nmarket. You bring containers into Seattle or
Vancouver or Long Beach and 30 to 40 percent of the
containers are for local destinations in that narketplace
and the others nove on through. Peopl e said the reason we
[indisc.] is because don't have a |ocal nmarketplace.
What’s happened over the last decade is the loca
mar ket pl ace is actually so congested, Seattle, Vancouver,
and Long Beach and other places, the communities |ocated
around those container ports are saying we don't want
anynore trucks or trains comng through our comunities.
The mayor of Delta in Vancouver, where there is a container

port is one of ny greatest allies. She says | don’'t want
one nore container comng into nmy comunity. WIIl vyou
pl ease send themto Prince Rupert? That’'s what’'s happening
down in those comunities. This is largely internodal.
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Cont ai ners dock and within hours it’s put on a crane and
it’s gone.

11: 06: 06 AM

Phase 1 is half a mllion TEU If you talk about
containers, sone of you are in the shipping business and
this is like the whole [indisc.] here, but a TEU is a
twenty foot equivalent unit. That's how containers started

— in 20 foot wunits. Now there are a nunber of sizes and
not very many are 20 feet actually, but they still neasure
the capacity of vessels in 20 foot equivalent units. So
we'll be half a mllion TEUs in the beginning, which is
nice but, quite frankly, it’'s rather small on a world
scale. Phase 2 will take us up to 1.5, a little over, 1.5
- they think they can squeeze nore out of it. That takes

us up roughly to the capacity of the four container ports
i n Vancouver today to give you a sense of the scale.

There’s an opportunity for a termnal too, which would be a
whol e other container area wthin the harbor of Prince
Rupert, which would take us into considerably |arger volune
for that. And this is what it’'s all about. \When you stare

at the maps you don’'t get it. Wen you stare at the gl obe
you do.

Here’s Chicago. Here's the Prince Rupert — Ketchi kan area.
There’ s Asi a. If you take a string and dangle it over a

map between Korea, between China, between India and
Chi cago, Menphis, any of those nmmjor hubs back there, you
watch where that string rolls when you [indisc.] and it
does not roll over LA and it doesn't even roll over
Vancouver . It rolls up North, up here. This is the
shortest possible route between those — shaving days off of
ships [indisc.] and here is a graphic of exactly that, the
red being Prince Rupert and the shipping tines between
t hese various ports, Singapore, Hong Kong, and the point is
clear. This is the shortest possible shipping route.

That has generated other activities in our comunity. As
you well know, the story of Rupert and Ketchi kan are just
so simlar. We went through the closure of our pulp ml

for slightly different reasons but we suffered the downturn
that you suffered and | would argue that our downturn was
| onger and deeper and nore substantial. As the mayor of a
community and dealing with the social side of that and
dealing with famlies and people literally crying in ny
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office asking me if now is the tine to leave — it was

really, really tough. This turnaround is bringing life
into our community at all kinds of |evels. W' re seeing
investments in our comunity from literally all over the
wor | d. People are arriving everyday with mllions of

dollars looking for investnent opportunities wthin the
community of Prince Rupert and the surrounding areas. One
of those investnment conpanies is actually represented here
today and that is a gamng center or a casino that’s now
about a $15 mllion build. For those of you that know the
Crest Hotel, it sits right beside the Crest Hotel, one of
the few casinos in the world that’s going to have a
gorgeous water view out over the harbor with incredible
facilities so it’s wunder construction. These pictures
don’t do it justice but conme in a nonth and you'll get to
see it properly....

It’s attracted investors out of Calgary who want to do sone
big box format retail devel opnent. They’ ve acquired sone
land. This is the schematic. They are going to probably be
scratching toward the end of this year and so we're pretty
excited about that investnent.

W’ re seeing new residential construction. In Prince
Rupert the only houses that have been built in the |ast
decade are houses that were custom built for sonmebody who
was building a dream house. That’s not an econony. That'’s
sonebody that’'s lucky, right, or wrked hard and is
enjoying the fruit of their labors. That’s not an econony.

11:10: 13 AM

MAYOR POND conti nued:

VWhat we’'re seeing now is conpanies comng in from out of
town actually devel opi ng whol e subdivisions so this is one
of the wearly ones here. Anyway, we're seeing a huge
presence of security. [Indisc.] Services hired 35 new
officers, bringing the [indisc.] up to nearly 50 officers
in Prince Rupert. The RCMP [Royal Canadi an Mounted Police]
are upping their presence, as are other agencies.

Now we know — and |’ve got to identify — | nean we’'d be
foolish not to recognize that there are challenges that
have entered into the system of operating between British
Colunbia and Alaska that didn't exist when Southeast
Conference was fornmed in 1963 and when we began this
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vent ure. Safety of Life at Sea requirenents that didn't
exi st back then. Actually that’'s a bit of a red herring
but [indisc]. dd Canada and U. S. Custons issues that have
becone really intensified and, you know, | understand the
dynam cs of those as well, | think, as anybody.

The advanced ferry schedule wasn’t actually in my talking
points but I want to nake a note on that just the same and
that is this: when | first noved to Prince Rupert | got
introduced to Alaska by a hotelier in Prince Rupert whose
hotel was primarily built around the 1963 com ng together
of those two systens. He was in Alaska and active in
Alaska all the time as a menber of what was then the AVA
[ Alaska Vistors Association] and now the ATIA [Al aska
Travel Industry Association] and we were active up here.
That hotelier now spends zero percent of his tinme and
energy on Alaska and it really has to do with a l|ot of
decline in the system One of the things that we were very
successful as local conmunities |obbying BC Ferries is to
say that if you want to sell tourists and get into the
i nternational narketplace, you nust be able to tell them
two years in advance what your sailing schedule is. It is
absolutely inpossible for a wholesaler in Germany to put
brochures in the marketplace w thout knowing two years in
advance when he’'s going to get on that vessel wth his
custonmers and BC Ferries have done that. In the absence of
that, quite frankly, the tour nmarket comng in and through
our comunity, up into Alaska is dying, straight up. There
is a fraction of the tourism [indisc.]. There are sone
other issues that have to do around scheduling and
everything el se but that’s one of the issues | can see.

11:12: 57 AM

MAYOR POND conti nued:

There are sone trenmendous opportunities in front of us. I
want to say to you | think there are two things that junp
out at ne. One is this whole trade route, the commerci al
connection in transportation - what can you make in Al aska

that mght go into those containers that will go to China?
JC is absolutely right. The marketplace with containers
traveling back and forth kind of works |ike this. It’s
about 3 to 1. Andrew is here from the Port of Prince
Rupert. He can answer all of the questions in the world.
He is kind of specialized on doing business here wth
Al aska conpani es. But it’s roughly 3 to 1. For every -
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the containers are 100 percent full comng from Asia but
about one-third to half of them are going back full. So
guess what ? The rates going back are about the third
because people discount them to try and find products to
nove back in those enpty containers. There are huge
opportunities for fish and potentially tinber products and
ot her things that you can put in those cans and send back.

And then, of <course, there’'s the opportunity to fly
donmestic goods into Alaska from that container port, from
the Chicago heartland areas and others. And then, of
course, there’'s the opportunity to send vyour finished
products into the heart of the United States. So there are
all these opportunities and that's all around the trade

route.

But there’'s a second opportunity that | think that we have
somewhat mssed and that is your pipes, |ike our pipes on
the BC ferry system are full. The input opportunity is
full. We are |obbying BC Ferries for daily ferry service
because they run a vessel into Prince Rupert every second
day. Through the sumer it’'s full. Once it's full — once
the car deck, in fact, is full, we have now capped out the
nunber of visitors that can come on a circle tour into
Prince Rupert. It doesn't matter how nmuch marketing we do.
It doesn’t matter how many hotel roons we have avail able
and at what price. If a passenger can't get into the

system they can’'t experience what we have.

| know from talking up and down Southeast over the years
that one of the visitor opportunities that Southeast has
always felt was underrepresented is those people that stay
overnight. You're doing a great job in the cruise industry

but where are the people that are going to fill the hote

roons, the restaurants? | was absolutely astonished, [|’ve
got to tell you, when with about a week’s notice | was able
to get 10 roons in Kake in the mddle of sunmer. I was
absol utely astonished. That shouldn’t Dbe. It just
shoul dn’t be. Yet if your pipeline is full, if the ferry
out of Bellingham is full, if the ferry coming in out of
Rupert is at capacity because of the schedule or whatever,
then your ability to fill the ferry in Petersburg and your
ability to fill your ferry anywhere else in your system —
it's full. You capped it. Your ability to put people in
hotel roonms and your ability to sell those extra neals
after the cruise ships, it’s all gone. In our case, |
think we should w den the pipeline. | think we should
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[indisc.] the pipe that actually feeds the system and then
we wonder why the system is actually having sonme problens.
Open up the pipe and the whole systemstarts to gain.

And so those are the opportunities. That’s why | think
that what’'s happening in our little neck of the woods
matters to Al aska. Thank you for this opportunity to kind
of paint that picture for you and, as | say, Andrew is here
from the Port. ...The guys from the casino are here and
they’'Il gladly book you down there and you also have the
hotel in Prince Rupert so.... Anyway, if we can help wth
anything, let wus know. That’s really why we're here.
Thank you.

CHAI R JOHANSEN t hanked Mayor Pond and asked Captain Falvey to
address the comm ttee.

11:17: 09 AM

JOHN FALVEY, Captain, GCeneral Manager, Marine H ghway System
(AVHS), Al aska Department of Transportation & Public Facilities
(DOT&PF), stated the follow ng:

| don’t have a PowerPoint but what | would like to do is
talk a little bit from a technical standpoint since | have
a pretty good handle on how things go day by day, day in
and day out, and the technical aspects of things. Wat |'d
like to talk about is the Southern Gateway Shuttle project.
| want to talk about that a little bit. wll talk a
little bit about SOLAS [Safety of Life at Sea] and then we
can go fromthere.

I’d like to start by saying in Novenber of 2004 the state
commenced what is called a design study report for a
Sout hern Gateway Shuttle. This was federally funded so
there was a federal bidding process and dosten and
Associ ates, a very capable firm they' ve actually done a
ot of work for us. They designed the fast ferries. They
won the bid and they commenced the design study report.

What a design study report does is it makes our recomrended
desi gn recommendations — it doesn’'t actually conme up with a
drawing that you can bring to a shipyard and say go ahead
and build the boat, but it comes up with a concept. It’'s a
pretty detailed process. They take all kinds of things
into account. This report is 60 or 70 pages |ong. They
ook at different vessel types, different vessels, naybe
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two vessels going end to end, day boats, 24/7 boats, it

goes on and on. It also provides the necessary prelimnary
engi neering needed for environnmental docunentation. They
devel op a cost estimte. W have a rough cost estinmate.

They recommend the best acquisition type process to
physically go out and purchase the boat.

Mayor Weinstein was correct in saying there was $27 mllion

of federal noney in a pot. That noney is no |onger there.
| guess what | can say is federal dollars - Shakwak
[Project] dollars [a highway construction funding accord
between the United States and Canada] - it’'s very conplex
the way that nobney gets spent. |’m just going to |leave it
at that.

11:19: 50 AM

CAPTAI N FALVEY conti nued:

Now, as | say, this process began in Novenber of 2004. I n
May of 2005 Gosten did deliver to us a design study
report. They canme up with what we’'d call a forward concept
vessel . In essence, this vessel is, in their final
analysis, after a lot of analysis, a steel hulled Iong,
sl ender vessel. It’s not a vessel that would need the
hor sepower, per se, to reach a speed of approxinmately 24 to
25 knots. That would allow us to run from the Ketchikan
termnal to Prince Rupert as a day boat with a capacity for
250 people approximately, and 60 Ilarge Al aska standard

vehi cl es. It also has got to have the capacity to handle
vans, which there are quite a few of, because that’s
i mportant. In July of 2006 this project becane inactive

Probably we don’t want to go into details on that but it
becane inactive due to a lack of activity with the project

and noney, funding sitting in that project pot. The
Federal Hi ghway [Administration] will not allow us to have
a project that, in essence, sits inactive and noney is not

bei ng spent on the project.

In February of 2007 | reactivated the project. There was a
process we had to go through to reactivate the process. So
the Southern Gateway Shuttle is back on the books. It’s

back on the rolls and, as of just a few days ago, the
Federal Highway [Admnistration] folks talked to both
myself and ny director of engineering and indicated to us
that you need to get sone nore noney in the pot and you
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need to start doing sonething or it can’t stay active. So
that’s where we’re at with the Southern Gateway [ Shuttl e].

| guess, logically, the first question that cones to ny
m nd, being a technical guy here, is with the folks in this
room and the thought process that will go on again after |
get done talking, Is there sone concept that this may not
be the vessel we want? | think that to proceed ahead wth
the vessel we do want, we need to have pretty strong
gui dance from sonewhere. We’ve heard about Metlakatla

possi bly being involved. This would not be the vessel to
go on to Metlakatla, nost likely. So I think we need to be
very careful. W need to get sone good solid guidance as
to how we’'re going to go forward and then nove forward.
Very roughly, this is an $80 mllion boat. That’s a rough
figure but those are the kind of figures that we're
[indisc.]. That’'s a |ot of noney.

To go from where we are now, we probably need another $1
mllion so we can actually draw a design that we can take
to a shipyard [indisc.] build it. Then you d probably be a
few years away from actually building something. As far as
new construction, what has happened is the hurricane that
hit New Oleans did so nuch damage to narine vessels and
barges and all of that, that the shipyards are facing
backl ogs. These conpanies that nanufacture engines and
provi de parts and pieces for ships are really backl ogged.

So that’s what we have for the Southern Gateway [Shuttle].
| would say that technically we're going to need sone
guidance as to is this the boat for us because |’ve got on
a piece of paper a concept of what it should be. It’s
pretty quick and pretty easy to physically design it. So
that’s step one.

11: 23: 20 AM

CAPTAI N FALVEY conti nued:

| guess the other thing I want to talk about is, as Myor
Pond had nentioned, is SOLAS. SOLAS is Safety of Life at
Sea, it’s international regulations, so these aren’'t United
States or Canada’s rules; these are international rules.
Basically they are set in place for vessels going from one
country to another calling on a foreign port. \Were we are
now is because these regulations are tiered regulations,
we’ ve been dealing with this for years, getting botched up
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with it, and we continue to deal wth it. It’s very
expensi ve. We nake these nodifications during our federa
proj ects. During the CIP [Capital Inprovenent Project]
federal overhauls, we do a little at a tine.

So what | understand now is we’ ve got three vessels that
are SOLAS certified as we speak today - 2010 is not a big
benchmark for us - the [ W] Matanuska and the [ W] Taku and
the [ W] Kennecott. The Kennecott’s in pretty good shape

She is a [indisc.]. Wien they built the Kennecott they
knew that this was comng 2010 out in the future and
prepared for that. So we're really, noney wise, in pretty
good shape with the Kennecott. As far as the Matanuska and
the Taku are concerned, we are in the groove with that. W
know what we have to do. | don’t know whether 1’11 bore
everybody with the different requirenents. It’s technica

stuff. But, as far as the Mtanuska is concerned, we need
by 2010 to put another $6 mllion or so into that boat just
for SOLAS, let alone anything else that we mght need to
keep the boat running and believe nme, the big federal
projects are what keeps these boats running, not the state.
[indisc.]. As far as the Taku is concerned, by 2010 we’'re
| ooking at about 4.6 mllion. W have that nobney set in
pl ace and we are in the groove, we have a plan. W have a
process to get the noney and we know the noney is going to
be there.

So as far as we’'re concerned, those three boats with the
nmoney that | just nmentioned wll neet the 2010 SOLAS
requirenents. Now that’s inportant because | would say
technically, no matter how hard we push, we’d probably be
hard-pressed to have a [Southern] Gateway Shuttle by 2010.
That’'s only three years away. So we can’t |eave ourselves
holding the bag wth no boats [indisc.] at Prince Rupert.
So, we’ve got that covered. There's a plan and that’s what
it’s going to cost.

11:26: 26 AM

As far as Prince Rupert itself, as the Mayor had nenti oned,
there are issues but none  of these issues are
i nsurnmountable. W plan to nove ahead and di scuss a | ot of
these issues, things like the actual dock itself and
transfer bridge. W need to talk about |ease agreenents,
SOLAS, which |’ve just discussed. W’ ve got that covered.
Custons issues — that’s a big one for us, probably for you
too. That not only involves our crews com ng and goi ng out
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of Canada but our batches. W need to talk about all of
t hat . Captain [George] Capacci and |, being busy guys,
have failed twice now to neet. Ceorge has attenpted to
come to Ketchikan twice but either his schedule or ny
schedule didn't dovetail and the idea behind that was to
start sonme discussions on nutually sharing docking

arrangenents. So we are going to try to side bar today
wi th Deputy Comm ssioner Hardy, Captain Capacci, and nyself
regardi ng that. W will start those talks and hopefully
they Il be fruitful

That’s really about what | have. | want everybody to fully
understand what the Southern Gateway [Shuttle] is. | think

that if there’s one direction this group needs to try to
take us in, Is what we have on paper now, conceptually, is
this the way we’'re going to go? JC had nentioned South

Mt kof . This boat could do sonething about that. You’ ve
got sone draft problens there but this boat would be okay.
So we need sone good guidance. That’'s what we need. It’s
unfortunate that this project was swept but | got it back.
It’s back, it’s there. | would say the biggest challenge
is getting the noney to build it. So, that’s what | have.
If there are questions, |I'd be nore than happy — |’ve got
sone nore staff here too if | can't. |’ve got our

accountant here and our ops engi neer here so.

CHAIR JOHANSEN announced that he wanted to hold off on
guestions. He noted the House Transportation Standing Conmttee
woul d be neeting in Juneau in January or early February [2008]
and wanted nenbers to start thinking about these issues between
now and t hen.

CAPTAI N FALVEY repeated that DOT&PF has a very detailed report
t hat provi des a concept.

11: 29: 39 AM

CHAI R JOHANSEN asked participants to |look at DOT&PF s report
He said the bottom Iine is to connect these communities. He
asked the comunity |leaders to conmunicate their needs and
desires to Deputy Comm ssioner Hardy and Captain Fal vey.

CAPTAIN FALVEY said he will not let the project die at this
poi nt ..

11:31: 05 AM
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REPRESENTATI VE NEUMAN said he |ooks forward to working on this
issue and doing what is necessary to help support the
comuni ties invol ved.

REPRESENTATI VE JOHNSON added that the Southern Gateway [ Shuttl e]
IS a very interesting concept.

REPRESENTATI VE DOOGAN said he is interested in seeing nore
details and has sone synpathy for people who can see their
nei ghbors but can’t quite get to them so he will be happy to
| ook at this issue further.

The conmmttee took an at-ease from 11:33:15 AM to 11:33:15 AM

CHAI R JOHANSEN called the neeting back to order and asked M.
MIller to begin his presentation.

KENT M LLER, a private industrial economst, said he has worked
on transportation projects over the years, beginning wth
cont ai ner barge service in the 1960s. He said he would present
a private sector option for addressing a portion of the market
for passenger and vehicle ferry service between Ketchi kan and
Prince Rupert. He continued:

The logic of this project is that historically about half
of the ferry traffic between Ketchikan and Prince Rupert
has been local, that is between the two ports. About half
has been 1long haul Dbetween Prince Rupert and ports
[indisc.]. During the past 20 years, all conponents of
marine highway traffic between Southeast Al aska and
Ket chi kan have declined very substantially, on the order of
50 percent. The Alaska Sea Road Project, which [|I’'m
proposing to develop, addresses local traffic that 1is
between Ketchikan and Prince Rupert, specifically the
portion of the local traffic that has been lost in the |ast
20 years. This is not intended to be a project that
conpetes with any other devel opnent objectives. It is
i ntended specifically to restore traffic that the existing
[indisc.] no longer carries and to conplenent the nmarine
hi ghway main |ines and service Metlakatla [indisc.].

As Mayor Pond said, when we tal k about Prince Rupert, we're
not talking about just the city. W' re talking about a
regi on. The sea road concept, addressing inproved service
bet ween Ketchi kan and Prince Rupert [indisc.] local region
consisting of the Skeena and Nass Valleys and nore
extensively [indisc.] north into the Cassiar and addressing
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the Cassiar physically with a connection to Hyder and
Stewart. Beyond that, the sea road concept sees the need
for a market for access to mgjor transportation
infrastructure at both Prince Rupert and Hyder and Stewart,
mainly via rail and the H ghway 16.

The concept for a passenger vehicle ferry service starts
with a definition of service needs of the program The
boat doesn’t exactly conme first but, on the other hand, in
presenting the concept of a passenger vehicle ferry,
certainly the picture of the boat is worth many thousands
of words.

11:51: 20 AM

So, to nmake the presentation as brief as possible, this is
the conceptual design for a vessel that would serve both
Prince Rupert and Hyder’'s |ocal passenger vehicle ferry

needs. It’s a less than 150 passenger boat. It would be
certificated under 46 CFR subchapter (K). It would be a
SOLAS vessel, capable of service between the U S and
Canada. It has a capacity of under 150 passengers and 24

vehi cl es. Vehicles are defined as standard vehicles. The
standard is the Ford Expedition, essentially, 17 foot 3
inch, six foot 8 [inches] w de, 5800 pound vehicle. That
woul d be the average. These vehicles are acconmpdated on a
car deck that is partly covered and partly open. The open
section of the car deck aft is capable of carrying the
| ar gest personal use vehicles on the road today, typically

Wnnebago ... and G ass A notor hones or a |larger nunber of
Class C vehicles, also notor homes or the equivalent small
to nmedium truck. The passenger cabin is set up for, in

this rendering in a very rudinentary way, as you can see
[indisc.] definition of spaces, into a forward observation
| ounge, a central recliner |ounge, and coffee shop, bar

area with about 176 feet. There’'s the solarium on the top
deck, which would have additional coverage but open air
seat i ng.

It’s a conventional 173 foot long, 34 foot w de, steel 16
knot ferry. It’s designed for econom cal construction and
operation, construction on a budget less than $8 mllion,
wel | precedented for a [indisc.] operation with a day crew
of four or five and, for extended operation over the |onger
day necessary for the trips it is programed for with a
doubl e day crew of eight. The crew on a 100 ton boat, of
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course, the crew operates the boat and provides passenger
services, including food and beverage.

So, there’'s the vessel concept going on to really the nore
inmportant features of the project, the definition of how
the service would work. This is a summary of the service
characteristics. Beginning in 2009, we would operate a 22
week season ending Novenber 1. Its routing would be
Sunday, Tuesday, Thursday, Prince Rupert and Ketchi kan, and
Monday, Wednesday, Friday, Hyder, Ketchikan, Rupert, and
Saturday Prince Rupert, Ketchikan, Prince Rupert. Dai ly
service between Ketchikan and the termnal at Prince Rupert
and Hyder wth four [indisc.] Prince Rupert and Hyder

[indisc....]
So this doesn’'t include discounts, it doesn’t include
premere fares for certain seasons or travel in certain

travel markets but the average fare revenue would be about
$60 initially for a one-way passenger fare, and about $130
for the standard Ford Expedition fare. And then for [|arger
vehi cl es $215, these would be vehicles of the Cass C notor

honme si ze. O course there would be lower fares for
conpacts and higher fares still for the very |argest
vehi cl es.

Prince Rupert and Hyder would be level rated, that is the
fares would be the same even though the running distance is
50 percent greater to Hyder and there are increnental
costs, such as fuel in particular. The service could
nevertheless be optimzed based on a quite intensive
utilization of the wvessel on these conbined routings
between Prince Rupert, Ketchikan, Hyder, and then back
agai n.

11:56: 43 AM

Looking at the tine table for the service, the tinmetable is
intended to provide daylight service between Ketchikan and
Prince Rupert. It’'s a tinetable that is the sane for every
trip. It repeats weekly through the 22 weeks and it’s
intended to interface with [Alaska] Marine H ghway [ Systemn
service to Metlakatla and | FA service to and from Prince of
Wal es. Qur view of Ketchikan is expensive too, considering
the entire 20,000 popul ation of the Ketchi kan and Prince of
Wal es — the outer Ketchikan areas put together. The boat
Sunday, Tuesday, Thursday woul d | eave Prince Rupert, having
overnighted there at 7 AM reach Ketchikan at 11:45 AM
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taking into account the tinme change, |eaving again at 12:15
PM and arriving in Hyder at 10:00 PM The next norning,
having overnighted at Hyder, it would leave at 7:00 AM
arrive in Ketchikan at 2:45, |eave Ketchikan at 3:15, and
arrive at Rupert at 10. On Saturday it would nmake a trip
only between Prince Rupert and Ketchikan, |eaving Prince
Rupert in the norning and followng the sane schedul es
north and back, just omtting the connection to Hyder,
which it’s not capable of doing in a single day.

The vessel, of <course, is intended as a profit making

proj ect . It would have to make nobney under the criteria

outlined and the business plan seens very promsing of

t hat . | promised ten mnutes and | hope | haven't overrun

so I'll be glad to answer questions when the tine cones.
11:58: 41 AM

CHAIR JOHANSEN remarked that M. Mller’'s point is that if
options other than the AVHS are considered, other folks are
interested in providing service. He suggested M. Mller
contact Captain Falvey and rem nded everyone that other options
exi st. He thanked participants for attending the neeting.

ADJ QURNVENT
There being no further business before the commttee, the House

Transportation Standing Commttee neeting was adjourned at 12:00
p. m
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