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PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REGQ STER

M KE KORSMDO, Chair

Marine Transportation Advisory Board (MIAB)

PCSI TI ON  STATEMENT: Delivered a presentation on the Marine
Transportation Advi sory Board.

CAPTAI N JOHN FALVE, General Manager

Al aska Marine H ghway System ( AVHS)

PCSI TI ON STATEMENT: Delivered an update on the Al aska Marine
H ghway System

ACTI ON NARRATI VE

1: 02: 11 PM

CHAIR PEGGY WLSON called the joint neeting of the Senate and
House Transportation Standing Comrittees to order at 1:02 p.m
Present at the call to order were Senators Huggins, Egan,
Thomas, and Kookesh; and Representatives Feige, Pet er son,
Gruenberg, and W1l son. Representative Munoz arrived shortly.

Presentation: Marine Transportation Advi sory Board

1: 03: 47 PM
CHAI R PEGGY W LSON announced the first order of business would
be a presentation by the Marine Transportation Advi sory Board.

1: 04: 03 PM .
REPRESENTATI VE MUNQZ joined the commttee.

1: 04: 50 PM

M KE KORSMO, Chair, Marine Transportation Advisory Board (MIAB),
said he is also a professional nmariner. He related that this
board is a diverse group of Alaskans who take seriously their
responsibility to advise the Departnment of Transportation and
Public Facilities (DOTPF) and the governor on inprovenents to
the mari ne transportation system

He expl ai ned that MIAB was established in 2003 by Adm nistrative
Oder and it works closely with Al aska Mirine H ghway System
staff on planning and scheduling. It also serves as a conduit
fromthe public to the adm nistration.

JT. S/'H TRA COMW TTEES - 2- February 8, 2011



1: 06: 45 PM

A year ago the MIAB recomrended three short-term goals. The
first was to operate the Kennicott on a full schedule, My
t hrough Septenber. Because of this funding change there have
been some changes to how the Kennicott will operate in the next
few years. This wll also provide nore service for mlitary
famlies getting to bases in the Interior.

The second goal was to operate the fast vehicle ferry (FVF)
Fai rweather on a full schedule in the spring. This has been an
inmportant service to Sitka and the northern panhandle. There
have been issues with the fast ferries and he would defer an
explanation to AVHS staff. MIAB understands the inportance of
these ferries and |last year requested setting noney aside for
new engines. There are ongoing problens wth this ferry;
however, having this ferry operate in the spring is still a
f ocus.

The third goal was to add noney into the Vessel Replacenent Fund
to nove forward with the "Al aska-Class Ferry Project."” Thanks to
the efforts of the Legislature there is currently between $50
mllion to $60 mllion in the fund. An additional $60 mllion is
still needed to build the first vessel. The adm nistration has
requested the additional $60 nmllion in federal funding, but
federal noney may no | onger be available to this project.

One of MIAB' s nost inportant goals is to keep the state noving
forward to build needed new, fuel efficient vessels. Every year
it costs nore to nmaintain and update the older vessels in the
fleet. Fortunately, a significant portion of these maintenance
costs are paid through federal progranms, but those can no | onger
be relied on.

1:13:16 PM

At the Ketchikan neeting, the MIAB discussed nethods of
designing and building new ferries. This resulted in a
resolution reconmending the state pursue the construction
managenment general contractor procurenment nethod nodified to
suit the activity of shipbuilding, maximze the Al aska bidder
preference, and continue to |ook toward building the Al aska
cl ass vessel as soon as prudently possible. Benefits of building
the vessel in-state are nunmerous and positive. By building the
infrastructure and training the |abor force to take on such a
project the state would put itself in the position to develop a
much needed manufacturing base.

1: 14: 44 PM
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CHAIR P. WLSON announced that Senator Menard and Representative
Gruenberg had joi ned the neeti ng.

MR. KORSMO further noted that AMHS has seen an increase in
ridership as a result of better scheduling. He said MIAB
believes that the current approach using the limted funds
available is the right one. It has proven that an increase in
marketing funding has a direct inpact on ridership and revenue.
They continue to look for efficiencies in nmaintenance, |abor,
and operational costs systemw de.

1:17: 28 PM

He said that MIAB has al so |ooked at connecting transportation
systens throughout the state, and how they can be inproved to
t ake advantage of what the system has to offer. For exanple, for
the board neeting in Cordova in Septenber, the board flew to
Anchorage and took the Alaska railroad to Wittier, and then
took the fast ferry Chenega to Cordova. After the neeting the
next day, everyone was able to catch their flights to Anchorage
or Juneau.

1:17: 34 PM
Another long-term goal is to look at the inpacts of the system
on coast al conmuni ti es and their connecti on to ur ban

di stribution hubs. Because of twice nonthly Al eutian |Island
service, seven comunities can take advantage of Al askan
busi nesses in Anchorage, Honmer, and Kodiak instead of barging
from Seattle. Due to the inpact of regular ferry service, and
particularly fast ferry service, residents of Cordova can do
nost of their purchasing in Anchorage instead of having to rely
on expensive barge service out of Wshington state. This has
also had a huge economc inpact on |odges and recreational
activities in Prince WIIiam Sound.

MIAB is working with the AVHS staff on ways to make sure the
public can have input outside the normal neeting schedul es. They
have |aunched a website to provide the public with the | atest
i nformati on.

Last, MIAB is working with the new DOIPF conmm ssioner in an
advisory role to help select a new deputy conmm ssioner. M.

Korsnb then acknow edged the work that Deputy Comm ssioner Jim
Beedle did on the AWHS. He wll be mssed and difficult to
repl ace.

1: 21: 49 PM
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M. Korsno thanked the Legislature for its support and concl uded
his remarKks.

CHAIR P. WLSON asked for a copy of what nmaritine accidents
happened in 2010 where AMHS was able to respond.

1:23:11 PM
SENATOR HUGAE NS asked for exanples of the advisory board making
a difference.

MR. KORSMO replied the first is scheduling; MIAB was the conduit
for nore stable scheduling. Basically it brings what the public
wants before the AMHS. It's been a good working relationship.
They are trying to expand service statew de.

REPRESENTATI VE MUNOZ asked what the budget is for marketing and
suggested that there may be opportunities to work with DCCED and
t he division of tourism

MR. KORSMO agreed that was a good idea, and said that tourism
mar keting is paying off.

REPRESENTATI VE MUNOZ said she hopes not to |ose the opportunity
to have stateroons on the fast ferries.

MR. KORSMO deferred to Captain Fal vy.

1:28:24 PM
CATH E ROEMM CH, past Chair of MIAB, provided information about
listening to the people.

1:29:15 PM

SENATOR EGAN enphasized that the Marine H ghway is the highway
system in Southeast. He asked about the regulation from the
DOTPF about handi cap access adopted January 3, 2010, and if the
Marine Hi ghway is in conpliance.

At ease from1l:30 p.m to 1:31 p.m to set up the PowerPoint.

Updat e: Al aska Marine Hi ghway System

CHAIR P. WLSON announced the next order of business would be an
update on the Al aska Marine Hi ghway System

1: 31: 44 PM
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CAPTAIN JOHN FALVE, general manager, Alaska Marine Hi ghway
System introduced Jesse McCarron, ANVHS publications specialist.

The mission of the Alaska Mirine H ghway System is to provide
safe, reliable, and efficient transportation of people, goods,
and vehicles anong Al aska communities, Canada, and the "Lower
48" while providing opportunities to develop and maintain a
reasonable standard of |iving and high quality of life,
i ncl udi ng soci al, education, and heal th needs.

CAPTAI N FALVE said the overview would include achievenents, and
chal I enges, and the Al aska Cl ass Ferry.

1:34: 04 PM

Achi evenmrents: AMHS is doing well. The benchmark is 1999 when
AMHS al so served Prince of Wales. The chart reflects that 2007-
2010 passenger traffic has increased. In fact 2009 and 2010 are
all-time record highs, because the schedules were stable.
Simlarly, vehicle traffic is a strong exanple of success. AVHS
is proud of this and is already ahead in 2010 going into 2011

1:38: 10 PM

Further, AWHS is nmanaging with the budget it is given. Another
achievenent is early scheduling in the past two years. This has
contributed to increased traffic. He thanked the adm nistration
for help in getting the schedule out in a tinely nmanner. This
has resulted in a great increase in tourismrevenue.

CHAIR P. WLSON said she is very pleased with this change. She
asked if the increase in ridership is from the US. or other
countries.

CAPTAIN FALVE said it's a conbination, but they are also noving
record nunbers  of Al askans. Reasons include round-trip
di scounting and targeted specials. Another achievenment is on-
time departures and custoner satisfaction. He displayed a chart
that shows a snmall downward trend in the |ast several years.
This is because the fast ferries are not as reliable as the
steel boats, especially during the wi nter nonths.

1:43: 16 PM

Anot her achi evenent is vessel satellite comunications. Now they
are installing these systens on the ships using federal funds
Seven have been installed to date. Comm ssioning these systens
is a process that takes tine. They are looking to have 24/7
comuni cations with the ships. They need sufficient broadband
for each ship. Wth this the ships wll have hands-on
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reservation service. Wth respect to vessel tracking he said M.
McCarron has been tasked with this project. They are integrating
a tracking system on the website. It wll also be used as a
mar keting tool. They're also working with the 511 system and the
smart phone systemso as to offer nore to the public.

Putting |aptops on the boats is another project that's under
way. This requires sufficient broadband and it isn't cheap.
They're still looking into this because technology is changing
but they are conmitted to providing custoners wth Internet
access.

1:49: 36 PM

Fuel efficiency infrastructure is another achievenent. They
found there are conplex satellite-driven systens that track
different savings. Currently they are tracking this on five
ships. The current savings is 12 percent, which potentially
translates to a $4.5 mllion savings. Data collection continues.

1:52: 32 PM

Use of the online reservation system has increased in the |ast
several years. Now the usage is over 30 percent. They estimte
it will clinb to 40 percent. The current reservation systemis
old and will be replaced soon.

Marketing is another achievenent. About three years ago they
received an increased narketing budget. The AMHS is now on Face
book and UTube. They are branding the system aggressively, which
is creative marketing. They want custoners to see this brand and
identify it with a unique experience. They are doing this right
down to the business cards they carry and the itens sold in
their gift shops.

CHAIR P. WLSON noted that AVHS had 68 mllion hits in 2010.
CAPTAI N FALVE answered they are at an all-tine high.

REPRESENTATI VE MUNOZ asked if they've worked with Al aska Trave
| ndustry Associ ation (ATIA).

CAPTAI N FALVE answered yes and with communities as well. They do
cooperative marketing but they want control over that. They are
currently marketing to the shoul der seasons. The Sea News Letter
is put out nonthly talking about what's happening wth the
Al aska Marine H ghway System

1: 58: 40 PM
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New service has started to Gustavus and will run throughout the

winter. Another attractive route wll be from Bellingham to
VWhittier. This wll help the mlitary famlies who are
relocating to bases in the Interior. It will also bring nore
tourists into the Interior. They believe this wll provide

addi tional revenue, w thout taking passengers from other routes.

2:01: 05 PM

CAPTAIN FALVE said the system also has chall enges. The concept
of consistent schedules on a year-to-year basis continues to be
a problem and they try to work with comunities on scheduling.
There is uncertainty surrounding the fast ferries Chenega and
Fai rweather. Also they are continuing to work on inproving
vessel dependability.

In terms of revenue enhancenent, the goal is to increase
passenger and vehicle traffic to all ports. To achieve this AVHS
nmust rel ease schedul es early, use travel agents, and continue to
work on Internet tools for marketing.

2:05: 36 PM
CHAIR P. WLSON asked if travel agents will be able to work with
the system better.

CAPTAIN FALVE said yes, but we need to be smart about how they
can help the system

CAPTAIN FALVE said that operating cost containnent is another
chal l enge; 62 percent of the cost is in payroll. Costs are
determined in collective bargaining with the exception of health
care and the unfunded pension. They nust maintain an effective
crew size in order to mnimze costs. Fuel cost represents 21
percent of total operating costs.

2:10: 17 PM
CHAIR P. WLSON noted that payroll used to be the biggest cost
then it went to fuel and nowit's back to payroll.

CAPTAI N FALVE acknow edged that it does nove around. Continuing,
he said insurance is another factor. They are |ooking at safety
nore closely to control this cost. Rates have actually cone down
when considering the conbination of being self insured and
buyi ng i nsurance.

2:12:40 PM
Fuel efficiency infrastructure is another challenge. Wthin the
next year eight ships wll be equipped with the new fuel
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tracki ng system The cost of fuel fluctuates but if it's trucked
it is an Anchorage oil price information service (OPUS) and if
it's barged it's a Seattle OPUS.

Vessel retirement is another challenge. Four vessels were
constructed in the early 1960s and are nearing the end of their
useful lives. He noted the different routes that the Matanuska,
Mal aspi na, Taku, and Tustumena run. In the near term they
estimate the need for three Alaska Class Ferries replacing two
main line ferries. He said he is looking for a SOLAS (safety of
life at sea) waiver for the Ml aspina and/or Colunbia to operate
in and out of Prince Rupert, Canada.

Anot her challenge is md-life engine replacenent. The Col unbi a,
Mal aspi na, and the Aurora are past mdlife and need new engi nes.
They each have two engi nes.

Anot her challenge is the mainfrane reservation system The new
system is nore user-friendly, efficient, and conplinents the
AVHS marketing efforts. Furthernore, they've rewitten the
custoner policies and procedures book. Al so, they've bid out for
a new project manager. The system should be conplete by
Sept enber 2012.

2:23:26 PM

Fundi ng recap:

Operating budget : Mai nt ai n current | evel s of servi ce.
Approxi mate required general fund appropriation is $100 mllion.

Capi t al requirements include $22 mllion to $25 mllion
annually, which conmes from federal highways, FTA, and state
mat chi ng funds.

2:24.49 PM

Al aska C ass Ferry: The governor supports construction. Initial
state funds are $60 nmillion. Wthout federal funds it is nore
flexible. There is potential for 250 new jobs. Phase 1 has $3.4
mllion from AIDEA as part of the functional replacenent. The
adm ni stration supports a conpetitive bidding process.

The prelimnary design for the Alaska Cass Ferry is conplete
after a very public process. The functional design including the
details of ship systems is in process and about 10 percent
conplete. This stage wll take about 10-12 nonths and buil ding
will take another three to four years. They are currently
wor ki ng on the procurenment process. The estimated cost at this
point is $120 mllion.
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Stateroons: The new Alaska Class Ferry wll have five quiet
roons. These will have bunks and perhaps a toilet, and will be
handi cap accessible. The intention is to stay within the 12 hour
envel ope of a day boat even though the crew is on 24/7. He noted
that federal Anericans with Disability Act (ADA) rules have
recently changed, and AWMHS works very hard to stay in
conpliance. Consultants help with this.

CHAIR P. WLSON thanked the presenters.
2:34: 42 PM

There being no further business to cone before the committee,
Chair P. WIlson adjourned the neeting at 2:34 p.m
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