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OVERVIEW OF HOUSE BILL 62

The purpose of the Act is to establish an authority for the
operation, management, planning and construction of facilities
for the Marine Highway System with a legal existence
independent of and separate from the state government.

The authority consists of a seven member board appointed by
the Governor. The Authority is a public corporation of the
state and is an instrumentality of the state D.0.T. BUT has a
legal existence independent of and separate from the state.

The directors serve at the pleasure of the Governor for four
year terms. The directors receive no compensation but are
entitled to travel and per diem expenses authorized by law for
state boards and commissions.

The Authority shall employ an executive director who is
responsible for selecting and employing additional staff as
necessary.

The Authority may adopt and enforce by-laws and regulations
for the conduct of its business and for the use of its
services and facilities.

It is assumed the Authority would utilize the State Accounting
System where possible.

The following assumptions are made:

1. The Alaska Marine Highway Authority®"s time and attendance,
personnel and accounting systems would interface the
existing State systems and be compatible.

2. There would be an annual appropriation for full operating
costs of the authority each year that would be made up of
expected revenue, 1i.e. program receipts and a general fund
subsidy to cover the remainder.

3. The authority would continue to use:

State owned office buildings

The State Mail Systenm

The state equipment fleet

The statewide purchasing contracts

Share communications lines

Insurance, bonding, etc. as now supplied

Legal service from the Attorney General®s office
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4. The Directors of the Authority would meet an average of
three days per month or thirty six days per year.

5. Administrative support would be provided to the Board of
Directors from their existing staff



REVIEW OF FY88 GOVERNOR1S BUDGET
FOR

ALASKA MARINE HIGHWAY SYSTEM

ITEM COMPARISON INCREASE OR
DECREASE OVER FY 87

MARINE ADMINISTRATION

Administration +105.0 4.7%
MARINE FACILITIES ENGINEERING

Management +51. 6 3.8¢
CIP +51.6 2.9"

MARINE MARKETING AND SERVICES

Marketing Management +908.0 66.0%
Southeast Shore facilities -353.3 -13.0%
Southwest Shore facilities . 210.2 -31.0%
BUDGET COMPONENT

Management +153.3 14.6%
Southeast Vessel oper/overhaul m7/695.9 -17.4%
Southwest vessel overhaul -1274.0 -13.7%
Retirement Incentive 1143.3 100 .0%
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OVERVIEW OF HOUSE BILL 62

The purpose of the Act is to establish an authority for the
operation, management, planning and construction of facilities
for the Marine Highway System with a legal existence
independent of and separate from the state government.

The authority consists of a seven member beard appointed by
the Governor. The Authority 1is a public corporation of the
state and is an instrumentality of the state D.0.T. BUT has a
legal existence independent of and separate from the state.

The directors serve at the pleasure of the Governor for four
year terms. The directors receive no compensation but are
entitled to travel and per diem expenses authorized by law for
state boards and commissions.

The Authority shall employ an executivedirector who 1is
responsible for selecting and employingadditional staff as
necessary.

The Authority may adopt and enforce by-laws and regulations
for the conduct of its business and for the use of its
services and facilities.

It is assumed the Authority would utilize the State Accounting
System where possible.

The following assumptions are made:

1. The Alaska Marine Highway Authority®"s time andattendance,
personnel and accounting systems would interface the
existing State systems and be compatible.

2. There would be an annual appropriation for. full operating
costs of the authority each year that would be made up of
expected revenue, 1i.e. program receipts and a general fund
subsidy to cover the remainder.

3. The authority would continue to use:
a. State owned office buildings
0. The State Mail System
c. The state equipment fleet
d. The statewide purchasing contracts
e. Share communications lines
f. JInsurance, bonding, etc. as new supplied
g. Legal service from the Attorney General"s office

4. The Directors of the Authority vould meet an average of
LIiAtsts uays* wutsc aionuii u.c LLii'uy sii.t uava utsxr veai.

5. Administrative support wculd be provided to the Board of
Directors from their existing staff



THE ALASKA MARINE HIGHWAY SYSTEM

It

is generally acknowledged that changes are required in the

Alaska Marine Highway System.

In order to make these changes we need to identify what the
areas of concern are:

ARE THEY:

1.

Revenue shortfalls - Are revenues generated adequate?

Services? a.
b.

Scheduling -

Marketing

Personnel

Management -

Does AMHS continue to hold it"s

share of the market?

Are management decisions dramatically
affecting the revneue picture?

What can be done to increase revenues
OR decrease expenses?

Proposed cuts 1in services
lack of adequate services to
accommodate in-state transportation needs

Is the scheduling of ferries convenient
and adequate to meet the needs of the
residents of the communities it serves?

Is the Marine Highway being marketed
properly?

Is the department top heavy/bottom heavy?
When cuts to AMHS budget are made, are
these cuts absorbed in personnel and

in services?

Are management decisions for AMHS made
after extensive consideration of the
alternatives?

Is adequate time spent working toward
improving AMHS?

Does management have representation from
the various aspects of the industry to
enable well researched decisions to be
made?

What could help improve and expand the
decision making process?

Should decisions for AMHS be made by
by DOT management?



SUMMER SCHEDULING - AMHS

Vessels servicing the North and Southbound runs

Malaspina

Taku

Matanuska

Columbia

Le Conte -

Aurora -

Tustumena -

Bartlett -

Monday and Thursday services from Prince
Rupert to Skagway via Ketchikan, Wrangell
Petersbury, Juneau, Haines

Sunday and Tuesday services Tfrom Prince
Rupert to Skagway vai Ketchikan, Wrangell
Petersbury, Juneau, Haines

Tuesday service Seattle to Skagway via
Ketchikan, Wrangell, Petersbury, Juneau
Haines

Friday service from Seattle to Skagway via
Ketchikan, Wrangell, Petersburg, Juneau
Haines
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Monday service leaves Petersburg to Skagway via
Kake, Sitka, Angoon, Tenekee, Hoonah, Juneau,
Haines

Thursday service Pelican to Haines via Hoonah
and Juneau

Monday, Tuesday, Thursday, Saturday and Sunday
services from Ketchikan to Hollis

Friday service from Hyder to Hollis via
Ketchikan

Provides continual service between Seward,
Kodiak, Seldovia, Homer and Port Lions.
Provides summer service between Valdez and

Cordova
Sails on dagly basis to provide services
v P Yo w0 wf Shdvwy ~ Wy s vana

Cordova in summer.



The new FY 88 budget for AMHS proposes the following cuts:

a. Reduce Malaspina service by four months
b. Reduce Taku service by six months

C. Columbia lay up planned for 6 months

d. Scheduled service lay up of all vessels

This will mean only the Matanuska will operate year round
on this north and southbound run. As a result of these
reductions in service and layups 164 crew members will be
impacted
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Service to Prince of Wales Island and Southeast communities

a. Reduce the Aurora service by four months resulting in a
single feeder vessel service in Southeast for eight months
of the year versus the current four month period.

The Le Conte would be the single feeder vessel.

The Chilkat would increase service by four months to
supplement service between Ketchikan and Prince of Wales
Island.
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Service to Southwest systenm

a. Reduce the Bartlett service by six months. The Tustumena
will provide service for the entire Southwest system.
Services between Cordova and Valdez in winter would not
be available for 2 months because the Bartlett would be
in lay up and the Tustumena would be in for servincing
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OTZR7TFW OF ALASKA MARIHZ HIGHWAY SYSTEM

Under Che direction and supervision of House Transportation
Chairman, Representative Bette Cato, House Transportation Committee
staff, Rhonda Cargill and "knd? Chamberlain attended the Alaska

Marine Highway Advisory Board Meeting. A nesting was also held
with Deouty Commissioner Joe Camp who provided a great deal of
information to the Chairman. This is an overview of those

meetings. Due to the Chairman®s strong interest in the Marine
Highway System this report also includes information on areas
researched, and answers to questions asked by the Chairman.

Cn Friday August :2th, 19S5 the Alaska Marine Highway Authority
.Advisory Board had its" first meeting with .Alaska Marine Highway.
Approximately 2 years ago the Governor appointed members to a
Marine Highway Task Force. The Task force work ended after
completion of the Task Force Report which included 139
recommendations.

The Southeast Conference Board of Directors, comprised of southeast
iistrict representatives, southeast legislators, and southeast
community mayors wrote to the Governor and the Deoartmenc of
Transportation requesting the task force he contir.uec as an acrave
hoard and be expanded tc include representation from each marine
highway "user"™ community. This would insure ongoing communication
between the State administration and the people of Alaska serviced
by the terry system.

Although the cask force was disbanded, Commissioner Hnapp fait that
the Southeast Conference provided a mechanism for input and
recommendations from many of the southeast communities, and hence
the Southeast Conference appointed representatives from each of the
communities to setve on the .Alaska Marine Highway Advisory Board.

The Advisory Board plans to meet with Marine Highway on a quarterly
basis. As this was the first meeting an overview of Marine Highway
was given by Commissioner Knapp and Deputy Commissioner Camp.

As this overview of Marine Highway is being done in August, 1935

it may be necessary to update this raporc to reflect any
unanticipated changes made by Marine Highway during the next few
nonchs. Information gathered from monitoring and oversight of _AMHS
by the Chairman and staff will also be updated.

ALASKA MARIMZ HIGHWAY REFORT

Personnel
Commissioner of DOT - Richa~d Knapp
Deputy Commissioner - Joe Camp

Thera are "25 persons with Marine Highway who work arloac.

133 oersons work ashore

Curing tr.e past summer there were 350 vessel em.ciovt.as recurred ro
finn 221 jobs per week on ail evessels. Considarir.c two trews mat

:rJ :atrim-.at i--- e--h .-w --— c. jeijuns ro t:__ in.
Despite this there ware times when there were tot enouzn rerscr.r.ei
to ciscacch to cover ail posicions on -esseis. Sick leave and

vacation leave taken by employees accsur.tec for a large rorricr. of
the personnel shortage.



Most of the personnel for Marine Highway are unaer union agreement.
New contracts vera recently agreed upon, these contracts are in
effect until 1983.

Over ?0°“of unlicensed personnel are Alaskan residents
Over 30" of the rasters, rates and pilots are Alaskan residents
Under 30" cf the engineers are Alaskan residents

8177 of the Marine Highway®"s focal operating budget is for personnel
services costs and benefits for erpioyees.

During the past several months various "letters to the editor" have
appeared 1in local newspapers drawing attention to the hash salaries
earned by Marine Highway management. The figures presented by
Deputy Commissioner Joe Camp and those outlined in the

Alaska Marine Highway budget indicate the following:

11" of ashore Marine Highway personnel earn over 510,000, year

32" of afloat Marine Highway oersonnel earn over 510,1CO.vear

with the Marine engineers Beneficial Association on the local hire
of engineers, therefore the percentage of Alaska hire of engineers
should increase.

Vesse. Information
-he _~.iSica Marine nignvay currently nas nine vessels m operation.

Chase .nciude:

M/7 Chiikat - the original ship of the Alaska Marine Highway
She was acquired in 1939 and services the Southeast Panhandle.

M/7 Malaspina - built in L963, renovated in 1912 she services
Northbound and Southbound areas

M/7 Matanuska - built in 1963, renovated in 1973 she services
Northbound and Southbound areas

M/7 Taku - built in L963, renovated in 1981, ser/ices northbound
and southbound ports.

M/7 Tustumena - built in 1961, renovated 1in 1969, services
Saidovia, Homer, Port Lions ana Kodiak.

M/7 Bartlett - launched in 1963 she services Cordova, ""aidaz and
Tnittier.
M/7 Columbia - She is the largest of Alaska"s ierrias ar.d was

launched in 1972.

M/7 leConte - Launched in 1972 servicing the Northern Pannancle.



Plans for the future for vessels

As the M/V Chilkac is the oldest vessel, the Marine Highway plans
to retire the M/V Chilkat in the sunnier of 1986. She will stay in
reserve for emergencies.

There 1is currently a mastarplan being developed for the Alaska
Marine Highway a draft of which should be available for the next
legislative session. This plan will include a report on fast
ferries.

Hopefully these fast ferries will provide a comfortable, cost
effective and efficient alternative for various southeast
communities.

The Marine Highway plans to request funds for the purchase of fast
ferries in their FT 37 budgec. iqeder3l and Scare)

Preliminary estimates show the cost of the fast ferry to be between
1-2 mitlion dollars.

Further information on these ferries will be available when the
mastarplan is completed.

The Tustamena requires major passenger refurbishing. A recant
survey showed a lot of life left in the hull of the Tustamena and
therefore the Alaska Marine Highways plans to recuest refurbishing
tunas for the Tustamena in the FY 1983 budget. ".Fed. 1 state*:

Currently, each vessel is laid up for repairs annually. These
routine repairs and mair.tanence can usually be completed ir.
days. Alaska Marine Highway has received a great deal of publicity

over the recent laying up of the Colombia. It is anticipated chat
the Colombia will be in dead ship lay up in Seattle until at least
March I, 1986. The maiatanence work on the Colombia is being cone

in Seattle, this in itself has created a great deal of controversy,
particularly among Marine Highway employees.

The decision to place the Colombia in dead ship lay up was made
because of revenue shortfalls. It costs approximately S90.000 more
per run to sail the Colombia as compared to the ocher vessels that
complete Che same run. The maintenance contract was awarded to a
Seattle firm because it was considerably lass expensive ana because
no facilities are currently available in Alaska to allow for shios
to be laid up for a long period of time. It is anticipated thac
next year the Ketchikan facility will becompleted anc ship lay up
will then be done in Ketchikan, however, at the present time the
additional cost of laying a ship up in the state of Alaska makes
this unfeasible.

The pian for bringing the Colombia out of lay up and the expenses
and considerations for the lay up are explained fully in the budget
section.

Marine Highway would also like to increase the number of ocean
going vessels they have available. Current!-. Zonlv the "uscamera -



Future olans for terminals and facilities

Alaska Marine Highway recently reached an agreement with Canada on
the use of the Prince Rupert facility. In the near futurea 5 year
lease will be signed for the facility with opcions to renew every
five years for the next 0 years.

In June this year Marine Highway began providing services to the
community of Hyder. This community will be serviced once a week by
the Marine Highway. There are no plans to move the terminal from
Prince Rupert to Hyder at this time, however, monies will be
requested in the FT 37 budget to build a facility in Hyder. |If
approved this terminal may be considered for use 1in conjucricn with
the Prince Rupert terminal for north and southbound services.

As Federal funds can oniy be used for capital projects such as
purchasing and refurbishing of vessels, rebuilding and reparing
facilities etc. it is likely that the much of the funding required
to build the facility in Hyder will be requested from the Federal
lovamment.

The S23 million Ketchikan vessel maintainence facility is under;*ay
and is scheduled for compiecaon in December, 1986. The maintenance
work is currently being done in Seatt ™, therefore this should be a
definite asset to the community of Ketchikan and the State.

Funds have been allocated for construction of shore facilities at

Kodiak, Hcmer, Seldovia and Whittier. Much of this fencing is
received from the Federal Government. For Example:
Kodiak (Federal) $2,790,000

(State) 210,000

This facility will be an important step towards increasing the
quality and efficiency of the service provided by the M/Tr Tustumena
and/or the Tustumena replacement vessei.

Homer (Federal) 53,255,000
(State) 245,000

This project is being coordinated with the City of Homer"s revised
Port Development/Small Boat Harbor project.

Seldovia Ferrv Terminal (Federal) 52,255,000
(State) 245,000

Additional site reconnaissance and preliminary engineering 1is beans
cone on this project to er.abie shuttle ferrv service for



Vhittier Fsrr Terminal (Federal) 32,130,000
(Stace) 110,000

Funds were allocated for this project in FY 36. Due to the poor
condition of the current structure immediate reconstruction will be
necessary.

Current Marine Highway Preliminary Engineering Projects.

Valdez Ferry Terminal - 350,000
After the preliminary engineering 1is dene funds for construction of
this project will be requested in fucura years budgets

Seward Ferry Terminal _ 375,000

This facility is in very poor condition. Alaska Marine Highway
maae an emergency appropriation of 3150,000 in August, L?85 to
assist with repair of pilings and bumpers at this terminal. After
the preliminary engineering and location study is completed Alaska
Marine Highway plans to request capital construction funds for this
project.

Plans are 1in progress to build new immigration offices and
ticketing offices in the Prince Rupert facility.

A new terminal in Metlakatla should be compieced in May of 1986.
Metiakatla will then be serviced by the Aurora via Prince of Vales
Island, this will allow the Chilkat to recire.

Terminal work is now being done at both the Vrangel! and Petersburg
facilities



MARINE HIGHWAY FT 36 BUDGET
FY 36 Budget for Marine Highway

The next section reviewed is the budget. Under the direction of the
Chairman, this section was monitored and reviewed continually.

This information is being presented now because much or the
decision making and questions asked regarding such matters as ferry
scheduling, areas serviced, fares and overall operations are made
based on their overall impact on the budget.

In FY 36 the total budget for Alaska Marine Highway is 363 million
This is a S3 million or 1””increase over FY 35.

The total budget breaks down as follows:
331 million state funds
336 million project revenue

In FT 36 the Legislature changed slightly the way in which funds
are appropriated for Alaska Marine Highway. Previously, ail
revenues Tfrom Marine Highway went into the general funds and an
amount was appropriated from the Legislature for operation and
maintenance of Alaska Marine Highway.

In FY 36 Alaska M rine Highway requested a 363 million dollar
budget. The Legislature approved this amount and appropriated 331
million from the general fund. The remaining 336 million is to
come from revenue generated by Alaska Marine Highway. If they io
not generate this amount, they will have to make cuts to balance
their budget. This allowed .Alaska Marine Highway to receive
Legislative approval for the budget amount requested, and yet
provides management with the challenge of making decisions that
will directly affect their revenues and in tun their overall
operating budget.

.Although it is early in the fiscal year, information provided to
the Chairman indicate that the S36 million in projected revenues
for the year may have been somewhat optomistic.

The projected revenues were approximately 3 33 million increase
over FY 35. It 1is realistic to expect chat Marine Highway will
increase revenues slightly over FY 35. Taking this into
consideration Marine Highway anticipate that the "magic numoer™ for
"additional"” 3evenues that they will need to generate to be
approximately 3L.3 million.

With overall revenue figures available as of September, 1935 it
has become apparent that Marine Highway management will have to
make operating cuts if they arc to balance their budget for FY36.
To date preliminary estimates show that cuts up to 31.3 million
will have to be made by management. In an attempt to meet this
shortfall. Marine Highway has implemented the follovinz tost savin



l. Lav up the M/V Colombia in Seattle until at least March 1,
1986. As stacad earlier, each year the vessels 30 into lay up
for approxmmacaly 30 days tor rountine maincanenca. 3ecuuse
the Colombia is the most expensive vessel run on the Seattle
run, and, the winter operating costs exceed the revenues
generated management decided to lay her up.

A contract tor the naincanence and repairs to the Colombia
was awarded to a Seattle based firm. Vhen consideration

was given in an attempt to lay up che Colombia in Ketchikan t
additional cost made c"nis unfeasible.

The cost comparison done by Marine Highway was as follows:
Contract work in Seattle 5L-0,000

Contract work in Ketchikan 3523,000

Several factors account for the higher costs to lay up the
vessel in Ketchikan.
a. Cost to steam the ship would be very expensive,
as the Ketchikan facility is not completed tr.ere
is not adequate power available to steam the ship.
600 amps is required
amps power availaole from ship

b. Cost for 122 days of crew salary for 10 crew
members. This was estimated to amount to
approximately 5297,000.

c. Garbage collection would have to be arranged
Sewer disposal (estimated to be 312,000)
Telephone

It is hoped that the Coiombf- w_l.” be brought out of lay up and
crewed March Lsc, however, Marine Highway management may find it
necessary to leave the Colombia in lay up status until April,
decision will be made lata December when the revenue picture
becomes clearer.

2. Discussions between Representative Cato and Marine Highway
management in early December provided no ocher definite
information on proposed cuts or changes ir. service to balance
the budget. Areas management stated may need to
be considered included assessing the toil free lines
and evaluating the cost of maintaining this service.
Marine Highway management staca that the cost of
providing these toll frae lines is very expensive,
particularly the incrascaca lines. Therafore careful
consideration may need to be given to the nctuax benefit
verses the cost of this service in the upcoming months.

[ ~-£ AHOKIIALA KHVHMUE RKOIZCTICrsy
Alasica Marine signway is concerned about the shortfall in revenue
projection for Ti 36. Aitar many aiscussions, meetings end

evaluation of information available, management feel the follower.;
araas contribute to this shortfall:



Airline fares

With Che receive ultra super saver fare reduction by boch
Alaska and Western airlines many people are using sir as

a means of transportation because with the current price
structure it is considerably faster and less expensive to flv.
A decline in reservations 1is also being voiced by a number
of local hotels who state chat reservations are down as
nuch as 30% under previous years. Inexpensive fares to
Zurope and ocher overseas countries are considered to be
one reason for this as people are taking advantage of these
low fares to travel overseas.

Iruisesnio lines more competitive.

M/7 5caraancar, owned by an overseas company loads 1in Var.ccuve:
and sails on a 3 day crip to Haines with a 1 day raturn trip.
The Scardanca nakes scops 1in Juneau, Misty Fjords anc Tracy
Am. This vessel has the capacity to carry approximate!"." 3CO
vehicles. The fares for this crip are lower than fares

charged by Alaska Marine Highway.

Ixamoie:
Standard Automobile shipping cost
Seattle to Haines on Alaska Marine Highway 5300.30

Vancouver to Haines on M/7 Stardancer 3130.00

15 to 15 foot motor home

Seattle to Haines on Alaska Marine Highway 31,300.00
Vancouver to Haines on M/7 Stardancer 3350.00
Cabins

Cabin prices on the M/7 Stardancer vary depending

on the luxury of the cabin, however, a person may

travel on the Stardarcer in ar. inside cabin, with
his/her meals 1iaculdid for the same price 3s a

standard cabin on Alaska Marine Highway excluding meals.

Passenger load down

Although reservations cor this summer were as projected,

the actual revenue generated as a result of this travel is
down. Alaska Marine Highway management feel that while
numbers are up, the actual distance chat individual passengers
travelled is down and hence revenues are down.

The Seactle ran is the most profitable run.

From information available it appears that the numoer of
persons travelling on this run is down AMD, the number of
large vehicles transported cm this run is liso down.

In summary, this summer the .Alaska Marine Highway system
transDorcad a ireacer numoer of oassengers and

.luwever, passengers crave- eu snorter cistances. Also,

while there was 1in increase in the number of venicles
transported by Alaska Marine Highway, the numoer of overacted
vehicles travelling was down considerably.
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Both long distance travel and large vehicle transportation ara

two areas that are very profitable for Marine Highway.

Representative Cato was assured the problem of "no shows"
would be overcome this year as new regulations (attached),
requiring advance payment of tickets and penalties for
cancellation went into affect October Lst, 1985. Previously,

persons who made reservations could pick up and pay for thei;*
ticket on the day of sailing. This, although very convenianc

for the traveller made the problem of "no shows"™ very
frustrating and expensive.

The threatened strike by the masters, mates and pilots also
had an effect as people either cancelled their reservations
or used alternative means of travel.

THAT ARE THE BOIUTIONS?
Proposed solutions to these concerns are currently being
discussed. As several of these solutions go hand in hand
with proposed changes in ferry scheduling and services this

section will be outlined next along with the proposed changes.

:errv ocheaulmg
Along with being cr.e of the most difficult tasics tor Alaska
Marine Highway, scheduling is aiso one of :he areas that
nanv of the comolaints arise over.

In order for persons to be able to plan for their vacations,
ferry schedules are printed months in advance.

The decisions on next summers schedule ware made Sencamber
LS85. This schedule has already been sent to the princars.
Once schedules are printed the department

is locked in as far as the number of vessels servicing

an area, the number of runs being made per week and the
pricing structure for fares, therefore Long range decisions
have to be made as accurately as possible well in advance.

Possible Solutions

In discussions with Representative Cato, Deputy

Commissioner Joe Camp outlined the many alternatives that have

been exniored.

Agressively compete with the cruise _ines.

Increase, services on the must heavily bookec runs
to tr*Z and increase revenues.

Increase services on the most protitaoie runs.
The revenue snc direct expenses graphs included

in the appendices provides a clear breakdown or.
each runs revenue verses direct expenses.



4. Cue services

5. Evaluate all the runs and have fares structured to
attempt to make each run, where possible, cover

expenses. (See attached graph in appendices)

6. Look at alternatives - fast ferries - as a nora
cost effective method of travel to areas within
the state.

It is the intent of DOT and Alaska Marine Highway to continue
all areas currently serviced. Runs made within Alaska to the
smaller rural communities are not profitable, and, 1in many cases
these runs only recura revenues to cover approximately -1U" of
the expenses, loth Commissioner Knapp and the Chairman feel
that services must be continued to these areas, they are remoce
parts of Alaska that have very few alternatives available. One
of the main reasons Alaska Marine Highway was put into service
was to provide a means of transportation within Alaska.

Several of the above alternatives are being considered at this
time.

1. Increase services.
The most heavily booked runs are the north and southbound
runs from Seattle and Prince Rupert to Haines and Skagway.
A great difference is apparent when the profitability of
these two runs is compared:

Current service and revenues

Seattle to Skagway - 1 trip per week
1000 passengers (total) 165 vehicles
staca rooms

Revenue for this run3325,000.00

Prince Rupert to Skagway - 2 trips per week
1400 passengers 330 vehicles
400 state rooms

P.avenue from this run 3213,000.00

The above breakdown shows that by carrying fewer people and fewer
vehicles per week the Seattle run returns 3LOT,000 more than the
Prince Rupert ran.

Consideration has been given to raising the fares on the Prince
Rupert run to make the same profit as the Seattle run. r.owaver

-.call a ju/e -.luisaoc —=*1 71S 1IM"ZRVclV 1'QS
therefore increased the fares on the Seattle run end increased
fares tn the Prince Rupert ran 3".



la an actempt to cake advantage of the more profitable Seattle run.
Marine Highway has decided to make an additional weekly run from
Seattle during the sucnaer instead of Prince P.upert. This change

is reflected in the new ferry schedules.

The graphs Chat follow ana also those Included in the appendices
given an actual breakdown of each run and show revenues generacad
verses expenses incurred.

Ocher areas discussed or review

The reservations section of the Marine Highway is an area that 1is
Very busy, while on tour of the facility with Mr. Camp the
telephones were ringing constantly. This is snocher area that tan*,
people complain about, - not being able to reach rh" Marine Highway

for reservations.

Thera are currently ? llr.es available to Marine Highway:
These calls are answered in priority from Group L to 2.
Group 1 - 2 toil free lines for use withinAlaska
Group 2 - 3 lines available for local callers

Group 3 - 1 toll free numbers for out of scace use.

As you will see from the attached summary, f152 calls were made to
Marine Highway on August 5ch, L983. 0f thisL3S9 callswere
answered from the 2 toll free in state linescompared to 2100 from
the 1 toll free out of state lines. This possibly explains the
difficulty getting through to Marine Highway within .-ilaska.

The department is considering deleting one of the toil free out of
scaca lines ana possibly a-ding another toil free in state line for
use by Alaskans. This addition may not be possible if revenues for
the year continue to be down from those projected.

The cost of maintaining a toll free in scaca line is considerably
more expenses because of in scace ceiephone races.

Although the 4 toll free out of scace lines are constantly in use
the time taken with each of the out of state calls is much longer
chan the local and in state calls. This 1is due to the fact that
many people call from ocher staces to make inquiries on everything
from scheduling to the weather and are usually unfamiliar with the
area and request a description on each port of call, which in turn
ties up the staff and the linns for a considerable length of time.
Therefore, deletion of one or more of the out of stace coil free
lines would be both cost saving ana time saving.

tner orrace oroceaures

rcrre an tnaa reran- year. pr=aciit wine r.uc.n or me
hardware needed to make the computer system truly effective is not
on line. Therefore in order to compare revenues from ticket sales

month to monch each ticket has to be individual!-.* our.chea into me



computer before a monthly figure is available. Currently the
information available in from sales 2 to 3 months previous. The
necessary hardware has been purchased and is currently being
installed. Thi3 will provide accurate, up to dace information on
revenues generated for the previous months. This will help with
management decisions such as fare structures etc.

All time sheets for all marine highway onshore an offshore
personnel are computed by hand. Requests for funds for computers
will be in the FY 37 budgets.

In summary, Alaska Marine Highway system has several short time
priorities:
a. To make the necessary adjustments or cuts to balance
the FY 36 operating budget. It is hoped that any
adjustments or necessary cuts will have the least
amount of 1impact on services or personnel.
b. To assess and implement methods to attain projected
revenues. To work toward overcoming any obstacles
and agressively compete in the transportation business.
c. To automata the offices to provide the most current
and accurate information on passengers travelled,
revenues generated and expenses incurred and therefore
allow management to react more agressively to industry
demands ana swings, ana to implement any changes that may
be necessary for them to meet or exceed their projections.

The Long term plans for Marine Highway include looking into the
fast ferries as an alternative. Constructing, upgrading and
rebuilding facilities and vessels and providing more cost
effective, efficient services both onshore and offshore.

Representative 3ette Cato, Chairman

Rhonda Cargill
Wendy Chamberlain
House Transportation Committee Scaff
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\jOL15 1SS5
NOTICE OF PROPOSED CHANGES IN TEE
EECUL-ETIONS OF DEPARTMENT 07 TRANSPORTATION AND
PUBLIC FACILITIES

Notice 1is given that the Department: of Transportation and Public
Facilities, under authority vested by AS 14.11.030, proocses to
adept regulations 1in Ticle IT of the Alaska Administrative Code,
dealing with Alaska Marine Highway tickets, to amDlament
AS 14.42.020 as fellows:

(1) 17 AAC 70.220(a) and (b) are proposed to be amended to
incorporate the previsions of "17 AAC 70.221, ar.c

Cl) 17 AAC 70.221 is proposed to be adopted to establish
procedures for refunds on Alaska Marine Highway tickets
with the amount refunded, reduces, depending uccn when
in relation to tailing the cancellation of the
reservations occurs, the time of the year the srace is
reserved, and the rarticular route.

hccaoe as i_sc raven tnat any perron interested may present writ—
ten statements or arguments relevant to the proposed action by
writing to Deputy Commissioner, Alaska Marine Highway Systenm,

Pouch R, Juneau, Alaska 99311. so that they are received ro
later than August 9, 19-35.

no: itcectec to recuare ancreas ec
aotrcDraction.

copies ot t.ra propcsec regulations may be cotaanec oy writing to:

Mery Griggs

Alaska Marine Hiahwav Svstem
Pouch P.

Juneau, Alaska 99311

The Department of Transportation and Public Facilities, upon its
own motion or at the instance of any interested person, may,
after the deadline stated above, adopt proposals within the scope
of this notice without notice or n; cecace to tune
action or. them.

woe -J. uamp

Deputy Commissioner

Alaska Marine Highway System

Decartnent of Trtnsocrtatacn
and Public Facilities



Rasi , 1985 TRANSPORTATION 17 AAC 70.220
i PUBLIC FACILITIES 17 AAC 70.121

17 AAC 70.220(a) ar.d (b) are amended as fellows:

17 AAC 70.220. REFUND OF FARES, RATES OR CHARGES. (€))
Passage tickets for passengers or vehicle deck space when
presenced by Che legal owner, vichin cne year of valid dace, ray
be redeemed. subject co che previsions of 17 AAC 70.221, wunder
r.e roc.owing conditions:

€)) unused passagenericketise, was roc oer -
formed or when transportation was not provided will be refunded
at full value upon application;

(2) changes in destination, number of oersons
ricxacaa, sine or venicie or otner aecails chat result in che
transportation provided being of lesser value than che purchase
price cf che passage ticket, must be adjuscad on che oasis of the
true published value of che transportation provided; che adjusted
difference will be refunded urcn auolicacion;

3) lost tickets may be refunded upon application
certificacion of loss.

(b) Tickets issued for stateroom or berth accommodations,
when presenced by the legal owner, may be redeemed, subject co
che provisions 17 AAC 70.221, under co che following conditions:

n Li canceled prior co sailing full refund may be
mace upon application,

(2) when travel discar.ee is shorter than originally
ticketed, or when all berths originally ticketed ara r.cc used, no
adjustment in charges for che berth or stateroom service will be
allowed. (Eff. 7/8/72, Reg 42; anm / 7/ Reg. )

17 AAC 70.221. REFUND OF TICKET AMOUNTS. (a) Amouncs
refunded on tickets shall be reduced from the full ticket price
for routes soecified in this section as follows:

(¢H) if thicedleéadys onor to sailir.s 120
oercent is refunded;

and

2 if cancelled more than twenty days, but less than

thirty days before sailing, 30 percent is refunded;

) if cancelled more chan ter., but lass chan twenty

days before sailing, 60 percent is refunded;



Regiscar , 1985 TRAIISPQETATION 17 AAC 70.221
& PUBLIC FACILITIES

¢)) IfT cancelled less chan can davs before sailing -0
percent is rarur.aea; anc

(5) if che vessel sails without cancellation of che
cickecs, noching is refunded;

To) The provisions of chis section apply to the following
routes:

(1) all cickecs for sailings using Seattle as a point
or origin or as a destination;

(2) all tickets for sailings northbound free Prir.c:
Rueerr during June and iuly of each year;

(2) all tickets for sailings southbound to
Ruoert :m July 15 through September 15 of each year;

an tickets tor any sai-ing oetween “nittier and
Valdes; and

(5) all tickets for individual sailings specified in

che Alaska Marine highways®™ schedule. Schedules are issued for
che periods October 1 through April 30 anc May 1 through
September of 30 each year. Copies of the schedules nay be

obtained from The Alaska Marine highway System, Pouch R, Juneau,
Alaska 99811.  (SFf. P Reg. )



Cp 4I.T i fe 3ILL SHEFFIELD, GOVERNOR

DEPARTMENT Or TRANSPORTATION AND P'JBLIC FACILITIES aCLICH *
UHCAU, ALASKA 993! |

HSLSX JS-JtSI
DEPUTY COMMISSIONER—ALASKA MARINE HIGHWAY SYSTEM AHCHE i90'JJ6S-.-950

Movember 4, 1935

All Employees
Alaska Marine Highway System

I an writing this letter to all employees in response to a latter
(copy attached) pubiisnec on Thursday, October 21 in the Juneau
Empire. That latter cot nv attention for three reasons:

1 It contained persistent false rumors and accusations;

2) it was allegedly signed by a dedicated employee who had
recently died; and

2) it mentioned one event that occurred after his death.

On Friday morning, Movember 1, while pondering how Mr. Clark
could have written a letter about something that occurred after
his death, | received a call from Mr. Carl Sampson, Managing
Editor of the Empire. He had just received a call from Mr.
Clark®"s daughter wno had 1informed him that Mr. Clark could net
have written or had anything to do with that letter since Mr.
Clark had been gravely ill in a Portland hospital for seme time

before his death. The Friday Emnire carried an editorial (copy
attached) that states the Editor"s position much better than |
can.

Even though seme individual or group of individuals has taken
advantage of Mr. Clark and his family and possibly the letter to
the editor should be ignored, 1 believe | owe it to all of you to

answer with facts the false charges that letter implied. My
comments respond paragraph by paragraph to the latter to the
editor.

Our labor costs are high. Over 53.5 percent of our total
operating budget 1is in personal services costs and benefits for
our vessel employees. Shore employee personal services and

benefits are less than 9.5 percent of our total operating budget.
Mo other ma”or vessel operator faces these types of labor costs
to my knowledge and experience. Most of the wages are hard
earned and well deserved, but mar.-cement must ensure that we do
sgu wav N oc« | w uctiUdu*



Ail Zmdovees Movember 4, 1935

Office personnel have not tripled. In fact, there have been a
total of only 15 personnel added to the authorized Alaska Marine
Highway System (AMHS) personnel count since July 1980 and seven
of these were approved this year and are Capital funded positions

to manage construction projects for Marine Facilities
Engineering. It may seem to the unknownmg as if many positions
have been added to headquarters staff since AMHS has consolidated
under one Deputy Commissioner. With the exception of the 15 new
personnel, all other positions have long been employed m

Department of Transportation and Public Facilities (DCTsPF",
doing AMHS work. Many wera simply 1located elsewhere where they
reported to different supervisors but they were performi.no AMHS
tasks. The DCTSP? reorganization in 1932,34 simply located t.tem
centrally 1in the same organization which, incidentally has made
us mere vresponsive and efficient. There are 7 persons zr 4."
percent in the shore staff of AMHS earning 360,000 or mere.
There are 69 or over 3.1s of all vessel personnel earning that
much or more. In addition, there are 205 or 24? of all vessel
personnel earning between 340,000 and 350,000. Ashore there are
24  or 15.3% earning those wages. Shores ice supervisors and
managers are not eligible for overtime =even though many extra
hours of work are required. The shore staff to vessel emoiovee
ratio of AMHS compares very favorably with the Washington State
Ferries. Washington State Ferries have one person ashore for

every four afloat while AMHS has one person ashore for every 5.3
terscr.s afloat.

In the winter our administrative staff must still order the

supplies, account for revenues and expenses, gay thie Ppillo,
dispatch personnel, handle payroll, prepare budgets, manage
capital construction projects and make reservations. Thera is r.o

slack oeriod ashore as there 1is on the routes.

We are implementing a limited number of training programs for cur
shoreside staff jJjust as we are for our vessel personnel. 3cth
programs will 1increase as cur budget will allcw. Mon-performers,
both afloat and ashore are being appropriately dealt with within
the bounds of union contracts.

Management philosophy 1is not intended to be antagonistic toward

vessel personnel. When | was at sea | made a vow that if ever 1
was in a management position ashore, I would ensure that the
shore staff always remembered that their only reason for being
was to support the ships. We are dedicated tc making AMHS a mere
efficient crganiration that better serves the needs cf all
Ald krrnQ , Wp aro hnrarrnni ct*»” t*n ayiir 1 r*xInC TC —

tnanx or new thev tan ret mere for dcanc less or those wno faal
to ramemoer tr.at our sc_a reason tor cceratancr as to serve tr.e
cublie.



All Emdovees -3- November 4, 1935

Mr. Black and I were recruited from outside the state. We both
had extensive experience 1in managing and working with civilian
crewed vessels. Many successful businesses recruit ex-militarv
personnel for their proven track record as cost effective
managers. We both hope to remain in Alaska for a 1long time.
Incidentally, we have given all vessel employees who collect COLA
but who are "?. 0. Box Alaska residents” the opportunity to
correct past errors without penalty. Those who we now identify

as having filed false <claims in order to collect COLA will be
dealt with to the Ilimits of the law including termination and
collection actions to recover COLA paid ncn-rasidents. Only the
cheaters shcuid be bothered by this. Alaska residents and those
honest outsiders who don"t collect COLA should be happy to see it
happen.

Seme marketing surveys have been conducted for specific purposes.
Where appropriate and where funding is available the
recommendations are implemented.

I made the statement that | thought airline super saver fares
were the principle cause of falling revenue this year. There are
many other factors involved and we are taking whatever action we
tan to counter those losses. One will be to sail two vessels cut
of Seattle next summer. Our service to Kyder was the result of
legislation that required it. DOTS?? argued against it in all
committee hearings because of the anticipated losses. The
347,000 1loss was for the entire summer, not each week. We will
again serve Hyder/Stewart next summer, but since we will be

carrying vehicles we should not have a less.

Last summer we had over 950 vessel employees to fill 331 jobs per

week on all wvessels. Considering two <crews that totals 65?
permanent jobs with 133 relief personnel to fill in. In spite of
that number of extra personnel we sometimes did not have enough
personnel to dispatch to cover all positions on ail vessels. We
did not sail below Coast Guard certificate. AMHS is the only
seasonal business I know of that has allowed almost unlimited
leave during the peak season. Too liberal a leave policy and a
higher than wusual "not fit" situation during a portion of this
summer left us short. With the funding shortages we have, hiring
additional personnel was not the answer, but better managing the
personnel we have may be. We are seriously considering limiting

ail personnel to no more than one work week Jleave -and then only
for a Jlimited number on leave each week between May 15 and
September 15 next year. I dislike having to limit leave but we
are in a seasonal business whether vo like it cr net.



All Employees -4- November 4, 1935

M/V COLUMBIA will be in a dead ship lay up status until ac least
March 1. Todd Shipyard will also complete the industrial
overhaul during that period. "To lay COLUMBIA up in Ketchikan
this year would have cost AMHS a minimum of 3523,000 in auditable
costs. The Todd Shipyard contract is for S143,000, or a savings
of 3285,000. That savings equates to two extra weeks sailing for
a mainline vessel, providing service to the public.

Shoreside employees travel on passes only when they are on
official business, therefore reservations for cabins are in order

and meals are included in lieu of per diem. Occasionally, 1 take
my vehicle when |1 travel on official business on the ferry. It
is a cost savings measure as | then do not need to rent a oar at
destination and I only do this if there 1is adequate space
available. Shoreside personnel do not receive passes for
vacation travel. Shoreside employees” family members never
receive passes Tor passage or meals. Mr. Slack ® daucnter was,

traveling on a purchased ticket, erroneously not charged for an
evening meal on M/V COLUMBIA this summer. Mr. Black brought it
to the attention of the Port Steward and thought it was resolved
before he left the ship. After debarking, he discovered the meal
had not been paid for and he paid the bill the next COLUMBIA trip
through Juneau.

I firmly believe that we have the finest system and that we have
more dedicated, hard working employees than any organisation of

comparable sice anywhere in the world. We must all work together
to improve cur system so that it can function to its fullest to
provide service to the public. To the majority of you who work

so hard for our system, | say thanks, keep up the good work and
help us realize the real potential this system has.

Sincerely,

- 3flputy Co amissicner

Enclosures
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DIVISION 07 ADMINISTRATIVE SuPPCR?
ALASKA MARINE HIGHWAY SYSTEM

Martin J. Nusbaum, Director

With its staff of 51 the Division of Administrative Support
was able to meet 1its objective of providing the neces=
supply, personnel and finance functions for the Al=
Marine Highway System by meeting the following objective=

Payroll and dispatching errors decreased by 25?.
Decrease in crew travel pay due to dispatch errors by 23
mDecrease in time on recording crew seniority points by 2=

Decreased processing time whereby vender payments were
accomplished wunder thirty days from time of 1invoice to
payment.

Further progress 1is anticipated in ?Y 36 in that objectives
toward improving systems with the help of computers is
exrectad to be made in- the followir.c areas:

Prompt and accurate rating and response to marine employee
applicants as to hiring qualifications and compliance with
affirmative action.

Improve warehouse and inventory control procedures. Reduce
error rate to 2%.

Establishment of cost <centers inducing management anc
accounting requirements to identify profit/less for services
cerformed.



ALASKA MARINE HIGHWAY SYSTEM
DIVISION Or MARKET IMG AND SERVICES

Josephine Emery, Director

A major change took place within the Division of Marketir.c
arc Services in ?Y 35 when reservations®™ functions were
centralised in Juneau. A staff of 55 includes reservations
positions which were shifted from both the Seattle and
Anchorage offices, which had previously shared the
reservations load, to the Juneau office. Toll free lines,
two Alaskan and four out-of-state were installed along with
appropriate electronic call distribution, monitoring and
reporting. This has proven effective with the number of
unanswered telephone calls being reducted significantly.

Most of the objectives of the Division were reached as the
response to telephone and letter inquiries improved as
planned and the number of vehicles transported increased
from 94,000 to 99,000 as projected. However, two objectives
were not reached. Passenger traffic did net reach projected
levels as ridership actually declined one percent compared
to the projected rise of three percent.

With passenger traffic declining, revenue also fell short of
croactions bv nearlv sin oercent at 331.5 million.



ALASKA MARINE HIGHWAY SYSTEM
DIVISION CF MARINE FACILITIES ENGINEERING

Harold Moeser, Director

With the FY 35 funding level Marine Facilities Engineerme
was able to nee- 1its objectives in the development and
obligation of 310,700,000 in capital construction. Prc-ects
included the rehabilitation of the M/7 MATANUSKA””and
Petersburg Ferry Terminal (5", 500,000) , and new or major
improvements at Ter.akee, Hconah and Ketchikan (33,200 ,000).

The staff total of 20 1includes a Naval Architect and Tfive
registered professional engineers. Beginning in FY 33 a
full time Shore Maintenance Manager function was established
to schedule and contract for shore maintenance as needed.

The lacislature authoriced 7 additional ccsitions for FY 36
wmecn wi_1 a..cw one Division to

capital construction output of 325,300,000. The primary
emphasis will be 1in completing the Ketchikan Ship Repair
Yard (313,000.000), improvements to vessels M/7 CCLYM3IA
(Sow Thruster), M/7 BARTLETT and M/7 MATANUSKA (32,500,300),
and new or improved terminal facilities at Wrangell,
Metiakatia and Seward (33,200,000). Maintenance of all
Alaska Marine Highway Terminals is ongoing and estimated to
be 3200,000 per year.



ALASKA MARINE HIGHWAY SYSTEM
DIVISION OF MARINE OPERATIONS

Eugene H. Slack, Director

Objectives of FY 35

Full utilization of cur capital assets, cur ships, ar.d shcre
facilities.

Provide additional service the private sector could .tot
offer. This deals with new Alaskan pcrts and frequency of
service.

Increase ship operating days and passenger hoardings.

Seduce overhaul costs

a. Increasing productivity per labcr hour
b. Improved scheduling
0. Shorter layup period

Improve passenger service by upgrading facilities and
expanding passenger focd service options.

?.e-engine the M/V MATANUSKA.

Upgrade safety equipment to state of the art on ail Alaska
Marine Hichwav Svstam vessels.

The number of employees under Alaska Marine Hich-way Systenm
supervision

Nine shoreside management positions to supervise 723 vessel
cositions.

Accomolishments

The ships were better utilized with an 1increase in ships
operating days.

Service to Alaskan communities was expanded by s

trips to Hyder, Alaska. Service across the Gulf o=

was expanded and studies are being done tc analyze this
area.

Overhaul costs were reduced bv several chances in manacement



a. Executed second year of a five (3 year service
contract with main engine manufacturer for the
maintenance of the main engines on the M/V COLUMBIA
with an estimated annual cost savings of 500,000
dollars, which has resulted 1in imcrcved oteraticr.al
reliability of the M/V COLUMBIA.

b. Better scheduling of layup personnel resulted .n mere
productivity with smaller crew levels.

C. -ess cays were spent on _ayup status rasu-tmg 1in mere
use of Alaska Marine Highway System vessels.

Extensive upgrading of Alaska Marine Highway System vessels
occurred in FY 35. The ma“tr ones that affected Passenger

Services are:

a. Reinstitutec year-round table service for dinner meal
on board Seattle run ships.

b. Installed Amtrak style recliners on M/7"s 1eCCNTZ,
AURORA and COLUMBIA.
Installed toddler olav area M/V s
MALASRINA.

d. Major carter utgradinc on M/Vs MALAs?IMA, LeCOMTZ and
TAXU.

e. Remodel of Cocktail 1lounge and Dining Room on the M/7
MALAS?INA.

f. Installed oublic showers on the */7 AURORA and M/7
LeCONTE.

The M/7 MATANUSKA was re-engir.ed. The 1life <cycle cost

savings justified this project. The fuel consumption

comparisons are very favorable after the first four months
of operations.

Several safety related changes were made to bring Alaska
Marine Highway System up to the state of the art.

Upgraced a-! racar systems m tne r_eet vitr. state co
the art capability.

Installed new extended skeg on the M/7 CCLCMSIA to
. [ % wei.T rulU =
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c. Conducted firefighting and C?R training programs far
employees in Deck, Engine and Stewards Departments.

d. Continued upgrading the plumbing, electrical and
ventilation systems aboard the ships.

e. Increased emphasis on the upgrading of all navigational
equipment.

The change in" direction from FY 34 to FY 35 was mere a
consolidation than a change. More efficient use of Alaska
Marine Highway System Facilities, better scheduling of work
and personnel, and expanded frequency of service.

FY 35 1isa year where due to budgetary restraints, major

cost cutting measures are being put 1in place. It is cur
intention to net retreat in regard to increasing cur
cassenger boardings comparison. We are planning to

=ccompiash more but with less. The proposed changes are:

a. By better scheduling, the M/V COLUMBIA will be laved up

during the least profitable period. Even with the
layup, passenger boardings should show a reasonable
increase. The savings from this measure will result in

a cost savings of approximately 3431,952.15 due to her
being in cold ship status void of crew.

b. The average time the ships will remain in
maintenance/overhaul status will be cut, allowing
additional time on the run to offset the M/V CCLUM3IA
layup.

C. Sice of overhaul crew levels will be cut by 11%. Cue

to improved procedures and scheduling, the work will be
completed in less days.

d. The food service during overhaul period will Dbe
replaced with meal per diem, which will result in a
cost savings of 5241,915.45.

e. There will be a change to two mainline ships calling or.
Seattle during the summer season, which will result 1in
savings Tfrom less expensive supply costs and should
increase revenues due to more passenger miles beur.g
iccced.



WLLKS OF SHIPS OPt'HAIIONS - 11/ Calendar

Four Mainline Vessels - Southeast 120.9
Iwo Feeder Vessels - Southeast 02.4
M/V CIIILKATf - Southeast 44.9
Feeder Vessels iucludiuy

M/V CIHIKAT 12/.3
total Southeast System 256.2
M/V  IHISTUMLIIA 43.4
M/V OAKILLI | 52.2
lota | Southwest System 95.6
total AMHS 361.0

ALASKA MAUI III.

HIGHWAY SYSILM

1902

136.4

04.5

4U.5

133.0

260.4

45.0

44.5

09.6

36/. 9

Year

1903 19H4
133.0 1SO./

01.2 03.5

4/.3 4/.3
120.5 130.0
262.3 201.5
43.0 43.0
44.6 44.0
00.4 0/.0
360./ 369.3

140.0

0/.2

46.9

134.1

200.1

43.9

44.6

00.4

360.6

'L Al
1900

166.6

90.2

4/.6

137.0

293.4

43.0

44.0

00.6

302. 1



four Mainline Vessels -
Iwo feeder Vessels -
Southeast

wv EHIIKAL -

feeder Vessels includiuy

1/V (1111 KAT

Southeast System

total

1./V MSIUMLHA

h/v UAIITI t 11

Southwest System

(olal

Jital AHIIS

ALASKA MAIIIIE

WEEKS Ol

Southeast

Southeast

SHU'S OI'EIITAUONS

FY

120.

07.

45.

132.

252.

43.

42.

06.

330.

FY 02

141.9

06.9

40.2

134.1

2/6.0

44./

44.2

00.9

364.9

I11GIIWAV SVSILH

Uy Fiscal

FY 03

132.0

79.7

4/.5

127.2

259.2

44.0

44.0

00.0

340.0

Year

FY 04

145.2

06.0

4/.3

133.3

2/0.5

4J.0

44.0

0/.0

366.3

FY 06

142.0

06.2

47.0

133.2

275.2

44.0

44.6

00.6

363.0

5 06 FY 07 FY 07

OASE  jIE(JOES11
155.0 163.1 160.1
90.0 90.9 90.9
47.5 311.0* 30,0*
130.3 121.7* 121./*
294.1 2/4.0% 201.0*
43.7 43.6 43.6
44.7 43.3 43.3
00.4 06.9 06.9
302.5 361./* 360./*

*llier M/V CIIIIKA; is
removed trom service
lehruary 1, 1907.
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February 5, 1985

The Henoramie 3ill Sheffield
Goveme r

Stare of Alaska

Pcucn A

Juneau, AX 99811

Gear Governor Sheffield:

The Southeast Conference beard of directors, ccmorised of Southeast
epresentatives,Southeast legislators, and Southeast

community mayors, has reviewed tne Marine Hignway Task Force report

to the State and is following the implementation of these recommenda—

tions we support.

The Southeast Conference beard requests the Marine Highway Task Force
be continued as an active beard and oe expanded to include a repre—
sentative from each marine highway "userl”community. This would
ensure ongoing communication between the State administration and the

people of Alaska serviced by the ferry system.

We snail aocreciate vour comments reaardino this recuesc which the
board believes will achieve a balanced direction for the future of

tne marine highway system.
Sespectfully,

/Sally Srii-h
President
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES

J O. Bov i.iiateCipuoi
Juneau. Alaska N jl 1-3100
Mai Stop JItD

RESEARCH AGENCY

7/ Sl
September 29, 1S36
MEMORANDUM
3. Representative Bette Cato

rd rC
FROM: Mary Jennings 1

Legislative Analyst

Ferry Sfcystsms 1in Washington State and British CoiumDia
Resea”on Reouest 37-025

employee unions ana financial structure 1is provided below.

Washington State Ferry System

The Wasnington State Ferry (WSF) system began operation in 1951. rhe
system was purcnasad from individuals wno had been ooerafng Farrias on t.ne
"-"ucet Sound sinca the turn of the century. The state ourcnasec 15 farr-es.
20 terminals and mi seal laneous supplies for SA.95 million. Toaay. tna

Marine Division of the Washington State Department of Transportation con—
trols assets valued at over 5303 million and ooerates 22 vessels wnic.n
carry seven million vehicles and 17 million passengers each year.

All of the ferries are capable of carrying cars as well as passengers. The
largest vessels in the system are two AUQ-foot "jumbo®" * ferries, each with a
caoacity of 206 autos and 2,000 oassangers. The smallest ferry (150 -eet)
is capaole of carrying AO autos and 200 passengers. The total car-carryinc
tacacity of all tne ferries is 2.Al12. The ferries are not eaujooec with
sleecing facilities, although food service is available on the majority of
the vessels.

"he system ooerates mne -outes serving 20 terminal Vocations throughout

2ucet 2ounc. Routes are devoted to both cmmut:rg anc recreafons ”

travel. “he sncrtast *bute is 1.5 nautical mi“es (15 minutes "

““ecoma jroan area, anc the “ncest eeoute ;s 22 naufcal ni‘es 2-". 2 ncur:

*n r.- San Juan Islands. Recreational travel *: e 22 [ :vwxare«

a * ferry tr*os. Seventy oercent of al* oas:ersere are “*ec"eat m- a
ve:iers.
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Fares. Fares range from S0.95 (passenger) ana S2.-0 (car anc driver) or
a i5-minute route to S3.30 (passenger) and S22.55 (car ana driver) for a
2-i/2-hour route. Table i presents a history of cross sound auto ano
driver fares and passenger fares and the consumer price index during "3
last sixteen years. The taole indicates that fares have increased U 3
pace comparable to the Seattle area consumer price index. The WSF does not
utilize reservations, except for cars on the Anacortes, Washington-Sidney.
3.C. route during the summer months only. The WSF does not accept credi*"

cards for payment of fare.

Traffic. Taole 2 snows that systemwide traffic grew steadily during t.ne
1370s but declined in the early 1320s, wnen Washington exoeriencaa a severe
economic downturn. Since 1232, total traffic volume has been gradual®./
returning to trie 1379 peak. Traffic nas already exceeded orevious iiigns on
many routes. The system makes an average of 222 daily trios, carrying
-7.2CC oassengers and 13,000 venicles. “he smallest route has 52- average
rally oassengers and 200 venicles; t.ne largest nas 2.53- average dai'y
oassengers and -.225 venicles. The summer months are the ous®est fme:

traffic droos Py 37 oercent durina the winter.

Ourina the oast six years, WSF nas acsuirea six new vessels. Oue to
reduced traffic and these new vessels, the system nas seen abie to avo"d
increasing service hours. Tctai system vehicle traffic is projected to
grow at an average annual rate of 0.- oercent during the next six years.
Traffic on some routes is exoectao to decline, wnile ot.nar routes are
expected to expand suostantially. To accomodate the growth, the systenm
plans to purchase four passencer-only vessels. These ferries will oe

utilized on runs that currently excerienca traffic overloads curing certain
service periods.

employees. The WSF emoloys acoroximately 330 year-rouna emolayees. wis.n
250 emoloyees added during t.ne summer months. Ail emoloyees are
unionized. The three unions recresencinc WSF emoloyees are: Captains.
Matas, and Pilots Union; Inland Boatmen"'s Union: and Marine Engineers

3eneficiaries Association.

Financial Structure. Fare revenues have covered approximately 70 percent
«of operating expenditures and aq oercent of operating and capital exoanci-
tures during the last three fiscal years. In addition to fares, t.ne WSF
system acquires revenue from taxes anc a toll bridge. Taole 3 is a f*ow
chart deaicting how the revenues eVom -ares, car registration *ees, gas anc
vehicle taxes, bona sales, anc federal funds are cnanneled "nto different
accounts to cover ooerat"na anc maintenance, ferry imorovement. construc—
tion. and daot service exsenses. “Sole a is tistory of ooeritinc
exsenses ana revenue sources .if tne WSF since 1357. “scie 3 sresanta anti-
disated rai/enues ana exoenoitures *n tne 1223-1327 oiennium.



The British Columbia Ferry Corporation

The British ColumbiaFerry (3CF) Corporation was createa in 1960 by the
provincial government. The system began after two private ferry companies
operating in B.C. wenton strike. During 1961, with purchase of the assets
of one of the striking companies, the corporation operated two ships over
one route and employed approximately 225 people. In 1985, the 3CF was
consolidated with the coastal fleet of the Provincial Division of the Minis—
try of Transportation and gained 14 vessels and ten routes. Today 3CF
operates 39 vessels over 25routes and employs approximately 2,700 people.

The system is a Crown Corporation, which means it is pubiicaiy owned anc
pays no provincial or federal income taxes.

0f the 39 ships operated by the system, 33 have car carrying caoabilitiss.
The largest vessels are five 457-foot "jumDo" ferries that can each carry

360 vehicles and 1,500 passengers. The smallest vessel is a 33-foot pass—
enger-only ferry with a capacity of 40 people. Two vessels have sieeoing

facilities and aooroximately half offer food service.

The snortest route in the system 1is two nautical miles (13 minutes) ana tne

longest is 274 nautical miles (15 hours). The busiest route is oetween
Vancouver and Victoria--the provincial capital. All of the routes are day
routes except for one, which becomes an overnight trip during the winter
season. The corporation serves urban commuters, recreational travelers,
and a great number of business travelers between the mainland and the capi—
tal. Summer is the busiest season; during the winter, traffic droos oy

approximately 50 percent.

Fares. Fares for the most heavily wusaa routs between Vancouver and
Victoria are 319 for a <car and driver and for a passenger. Today"s
fares represent about a 200 percent increase for vehicles and a 100 percent
increase for passengers over fares <charged wnen the corporation began
operation in 1960. Reservations are utilized for vehicles ana passengers
on one route and for vehicles on only two routes. Credit cards are
accepted only on the routes which utilize reservations.

Traffic. Until 1982, the 3CF had experienced a steady growtn in
traffic. Since that time, volume has decreased slightly each year. The
system expects 1986 to set all time traffic records due the increase in
tourism at the World®"s Exposition 1in Vancouver. According to the coroora-
tion. traffic is handled efr®ciently by the currant vessels ana there are

no plans for fleet expansion.

Employees. 0f the 2.700 employees, all are unionised excaot -or the
snip®s captains. The 3ritish Columoia Fer**y anc Marine Worxer: J.n"or
e"ecrasent: the workers.
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Financial Structure. The 3CF operates each year on a S-0 nil non
(Canadian) supsidy from the provincial government. Cue to the laroe

increase in traffic from S:<po, the corporation nopes to snow a profit this
year.

# * * *
I hope you find this information useful. [ am expecting detailed traffic
and financial reports from the British Columoia Ferry Corporation and will
contact you when 1 receive them. Please contact our office 1if you have any

questions.

MJ

Attachments
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Movemoer 3, 1986
MEMORANDUM
TO: Represantative 3etta Cato
ATTN: Rhonda Thompson

FROM: Mary Jennings
Legislative Analyst

RE. Washington_and British Columgia Ferry. System.
Researg.n Request 37.025 (chmonmyln onation;

I recant! v recaived some ado"tional matar”ai m m tne 3rcisn -3 eumo >a
Ferry Corporation. Attacned 1is tne FY 1984/35 annual report or the corpora-—
tion* and a reoart containing general information about the systanm.

I hoca
you find this information usaful. Rleasa contact me

if you have any quas-






he ncncurac'e
-CEEE7 3. ?.CGE=S
Leutenant Governor
ms Province c; Sritisn Columbia

MAY IT PLEASE YCUR HCNCUR:

- *2sc Zcnuily suimit ‘rssrswitn t.e Annua! P.sscr:: me Mr.sn ~ciumma
. » ) ]

H [} Ccrscrsiicr. mr me fiscs; year sr.cac Marcr. 21.' I m:c.T.c:anc3

ev:n r.s crevisicr.s ZI me "am/ Corccraticn Ac:.

0!4/

ALEX V. ERASER
Mir.istar of Transportation anc Hicnways

June 3,1335
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- Honourable Alex V. Fraser
‘v...i;ster cf Trsnspcrraiicn & Highways:

"334-35 .veiped aopreciadia recucticns in (12 B.C. Ferry
Ccr~crs:icn's pparatmg osiicd. This was achieved wr.iie still
meeting ;r.e Corpcrat.pn's mandate o1 oifering me best
possible sarvtss in ins fr.cs: efficient manner. While 1333-34
was effectively a year cf stabilization ana overall cperaticnal
strearr.tining. this past fiscal year has been one cf significant
adjustment to ;ha service to high less areas. At the same time,
the mcoasi traffic growth experienced in 1333-34 over that cf
*332-33 was cr.ca again reversed in 1334-35. The traffic results
wars well baiow expectations, witn venicies at -.430.059 ana
passengers at t*.9*2.943. This represents a oecline of .5% in
vehicles ana 2.2sj in passengers ever 1233-34.

in -reaping w ¢ the British Cciumoia Government's instructions
11 care costs m eil possible areas, a major assessment review
- gn csa areas wa, ccmcistea. The review, wmcn toucneo
:n an aspectscf sen oe :c the Mom Coast, Sunshine Coast
arc Guf sianos. ter<a tnree-crcngec acprcacn: tj to recuca
operating cps::. car cuiariy curing the 'ow revenue off season
car cc cy mere ctcs- :;y matcmng scneduies to traffic demand
arc patterns; |) to ciovice resicer.ts of communities oscencent
-.sen trie terries es a Tar.spcraticn iirk v/nn a servica that
wcuid meet trair day :c day requirements; ana. 3) o maximize
ere Corporation's ;c:e in the provinca's vital tcunst industry.

am cieased to report that the success of the Ferry
deration s ongoing cost reducing program is due in part to
. <tspirit :f cooperation that prevailed cetwesn the
cpm.munr.ies concerned ana the Corporation in implementing
cost 'educing measures that have already yielded impressive
resuits. For example, service to the North Coast was reduced
oar.veen Frmce F.upart and Fort Haroy during traciticnally low
traffic months. However, the projected savings allowed the
Corporation to carry out snip renovations necessary to
imciement a cay ocat operation during the summer tourist
season. The summer cf 1335 wiil see the launching of this new
‘ cay cruise service between Prince P.upert and Port Hardy - a
service that wiil substantially increase the tourist activity to
northern communities.

Efficiency measures uncartaxen on the Sunshine Coast also
m.vclved a -ecucticn in the number of saiiir.es. However, a
samp st Langcaie terminal was dcusiedscxed witn the resuit
that the route can now ce fuily ooerated with a douoiedecxed
smo. 7ms r.as effectively increased the :ih-:rf caoacity wmle st
-2 same fm.9 allowing the Corporation to operate the service
n i mere ccs; effican: manner.

w'hue 're empr.asis tr.is cast year was directed to curttng costs
cr. scecffi: -cuites. cveraii savings were achieved in ail facets

cf tre cceratcn. Laoour costs, which account for the major
part;; the operating budget, were suostantially ‘aduced oy 3
general streamlining of the estaolisr.mer.t in line with the
provisions ot the collective agreement.

As mentioned, the anticipated turnaround in traffic levels did
net materialize during 1234-35. Inceed, wniia in 1983-34 a
siicrt increase in vehicles and passengers was exoeriencad,
Phis pas: year has seen a ceciir.e of 22.533 vehicles and
434.332 passengers. Nevertheless, desoite me general decline
.n traffic, the month of August set an ali-time record for
passengers and venicies. Also, a hopeful indication that
recovery has begun is the performance of commercial vehicle
traffic. For all routes, commercial traffic was up 3% over 1283-
34 =no 3% over 1262-32. For me last quarter of 1234-35,
commercial traffic on the two Vancouver island routes was up
Z.1-s. in me past, commercial traffic has often oeen 3
precursor or 'eading indicator of overall traffic trencs.

Mm mis .n mind mans are underway to meet the increased
demand curing Exco 35. 7ne fleet's expansion sir.co :2c0 py
way of niring five major vessels, plus the snips presently laid
jo. has put the Corporation in an excellent position to meet
protected vehicle iiit-crf oemancs. in ecdition, pus passenger
pick up ana crop off cones are oemg revamped at me major

terminals to make it a mere ar.racdve and convenient means of
travel.

Br.tisn Columbia's ferry fleet plays an important rets in
preserving the coastal residents' way cf life by offering a vital
transportation :inx. At me same time the fleet itself is seen by
millions of tourists as a major 3uracr.cn. 7ne B.C. Ferry
Corporation's employees, management and board of cirectcrs

take pride in meeting me many and varied neeos of their
travelling puciic.

Cn behalf of the Board,

iluar. M. Hoagson
Thairman



~*5 Corporation r.as now experienced mrea straignt
‘eceis.ar.ar/ years witn nr.e or no grown m most categories
c: traffic. The notable sxcecticn to tms oattern ;s the 3%
ncreeea in commercial venictes - a noceiul sign towarc
economic recovery in Srrtisn Coiumoia.

'n soita cf soft traffic patiarrts. the future looks premising. In
the 'ace c<acverstr/ ever the cast three years, costs nave
acrually caen reduced through careful planning cf shio anc
crew scr.eouiss. it is encouraging to rote that these and omer
continuing management efficianotes rave resuiteo in a further

recuotton of ooerating excenses wmie net revenue
ncreasec 550in scite of cectines ;n traffic. The increase in
eavenue was in can, a «eflacpcn of tne very mcoast mcraasa n
:ares. Venice ‘ares increased Py aorcximateiy 5% .n Fecruar/
c: -3=5.

“

a Borooration s row eansr. mere efficient and weil
positioned to 'sAe advantage cf tne anncoatad raturr. to
*=a-.my traffic growth exoectao over the next r.vo years.

2000 crogress was mace mis year in s continuing effort to
imcrcve overall efficiency of tne rieet tnrcugn tne apcucaticn of
a mora precise matcn perween oacaciry and traffic, incut from
ccai recpar.ts ras oeccme arecuiar feature of the planning
process. Community meetings were raio cn tne Sunshine
Soast, the North Coast anc the Guif isfancs to ciscjss
crcocsed acr.scuie changes.

Aimcucn service was -rut Pack on some roures. the rumcer of
aaiiings for the entire system increased cy 2°» in 1334/35.
Tnere was a'ctal cf 70,312 cna-wav sailings.

-arcsncsr .vaivng -CaN risrzesnae sav

M1

Sunshine Coast service end efficiency were improved with tne
rtroouction of the converted ‘Cueen oi Alberm* nto operation
:n the -..snccaie-Hcrsesnoe Say route in conjunction with
uograded terminal factlities at Langcata.

Cn the North Coast sudstantial cuts were made n winter
service, with the elimination of the Tsawwassen lag ot the
=,inca Pucen-Fort Hardy route frcm the winter ooaration. A
s.r.gle smo mace one trio car week to Port Haroy anc two
eounc trios to Skioecate.

in scoition. the chartered Pnnca Puosrt-Masset hue and barge
servica :cr prco trailers was terminated Marcn 31,*tS35.
Commercial orco trailers wiil ;e carried cn the 'ecuiar ferry
ecute frcm =";nce Fuoert to Skicscate. Curing ‘934,25 it was
sacioeo mat the summer ser/ice ser.vesn Frnce Fucort ~no

-on .rarcy wouic :e a cayiigm oceration commencing the
summer of ‘ 335.

Toe most significant improvements .n efficiency nave resuiteo
mom per.er scnscuiing of sraws. Cverttme costs nave ceen
iuostamiaily recucao. A policy oi tlexipte vessel licences has
enacleo the Corocraticn to vary the size of craws throughout
the cay sccercing to me requirements of traffic

Cne of tne new management tocis intrcoucsd in 1934/35 was
an Executive Network of microcomputers.

T-.e Exacutive N'erworx provides senior management with
traffic statistics, revenue hfcrmaticn. scraacsneet acolications
and ‘orscasfing mcceis. Same: managers are using me system
«0 monitor currant traffic ana cemancs cn scr.eauias. Histcrioai
data can :e viewed in order to identify manes. 3y comoinmg



UtialfW ui i \av

=m2 features with - ‘c-ecas: *: model... .s ccssipie :0
ly oreoi:: capacity utikpat-sns. iicer.ce recrements and
precede overleaps. By using tne spreadsheet application,
menter managers can anaiyce various scararcs with, regard ‘0
:ar;rf anc revenue iters. Tre aystam. tr.srelcrs. 'S a powerful
e:Cc: that can ate sen.tcr management ;r. cctn snort term ana
icng tern planning.

Engineering

~'e Cc'ccrafcn'a rater construction project tints year was the
«fling cf tne "Ouee.n 0i Alparn.." The contract was piacsd

s eruary 27. ‘554 anc 105 cays titer, on June 11.1934. the
ante was cacx in service w.tn a new upper car cecx ccucitng
its crictnal venicta capacity.

Cctnctcing witn tr.is p'cject was a major upgrading of facilities
a: Lar.gcaie Terminal. Tr.e ven.'de leading ramps were couole-
cecxed ;n orcer to cermtt atmuitaneous icacing of Pctn venicie
cecys. \;ew cfficae anc waiting rooms were constructed ana
tre r.ctcemg ccmcaund ‘aycut was ‘ecesignec.

‘.tccificaticns wars ccmm.er.cac :.n tne 'C-ee.n cf tra Norm" -0
suit tne new 'Cav Cruise” service. Because :f tne cancaiiaticn
1. contracted tug ar.c targe sar/ica to tne Cueen Charlotte
aiancs. totn tr.e "Cuee.n of tne \'cnn” ana "Cueen of Prince
=uosr." were outfitted to carry refrigerated trucxs Py
nstasiaticn cf new car cacx exnaus* sysiems to enable truck
cciing units to operate curing tne crossing of Hecate Strait.
'he ncictng ccmccuno at Skicegate Terminal was increased in
to accommodate crop trailer tratfic.

mprcvernents ;n faciiities at major terminals nave continued.

At Swanz Bay a new passenger picx-up facility was comoieted
adjacent to tne docks, thus shortening tne walking distance for
Jisc.narging fcot passengers and alleviating congestion at the
oeparojre ticketing are3. New toll booths were ouiit in order to
improve the flow oi tratfic and expand the holding compound.
Panning is underway at Swartz 3av for doucls-laning the
upper vehicle ramo at Number 1 Berth; for expansion of the

eefrigerateo anc cry stores area; and for construction of a new
Pus passenger cacing ‘aciiity wmch will nclude six Pus Pays
end a new passenger waiting room.

a: "sawv.assen me upper ver.icte ramp at S'umcer 2 Berth nas
:een wicerec ‘c two ares, thus soeecmg racing and

jnicacmg crccess, and tne caietena was expanded to provide
acoitionai seating.

a; Horseshoe Bay the upper venicie helping area was

extended and 3 new passenger waiting rcom and control tower
were ouiit.

After a period cf extensive testing during ',933-34. fuel metres
nave ceer, fired :c all major vessels. The fuel metres, together
with setter snip scheduling, nas resulted <ntotal fuel
ccnsumoticn in 1934/35 of 76.253.000 iitres, a oto reduction
frcm tne previous year.

S = -TPrrmy’-.- a*T-* o -

Central tower, Horsesnoa Say



\'3",7 tleet colours are appsaring on ;r.a ‘.essafs as ney go nto
osfit 'L, ecu.ar -amtar.snca. Acprexim_ataiy naif me .assess
nave new peen recanted. "ha EXrC :: ege -3 cemg camtea
:n 'ur.reis n ccnunctton wun me recanting program.

Caisring

me cast fiscal year was a perica cf consolidation fcr me
Catering ana Passenger Services area. rc:al revenue oecimeo
as a rasuit oi ewer passenger traffic, smaller aversga
excer.diture car passenger anc the cfestng cf marginal cutlets.
A.mougr. w.mm cusget, me Gross P'cfi: cercantage was
silently” ewer tear, tne previous /ear. V.ar.u coca rcreases
vara *=:; a: a minimum n resccr.se :: the cuoii: s resistance
:C men cricac menu items.

General ooefatmg axcar.ses were racucsa sucstantiailv witn
tr.e -esuit mat me net ccarating .css was racucad ;rom
previous years n setts cf declining revenue.

=eouct;irs n -cute ='C ,rcr, -iarcy-"rinca Super;)
cceraticr.s rave crccucec supr.ar.tii crcps n cctr .icucr arc
stateroom revenue: -tr.vever, tre cs: 'avenue was mere tran
ctise- :v -ecucec excenses. Anticipated sates increases cn me
*av/ :ay *ur. ccncec: ancu;,c mere man reciace tnese 0s;
marginal aates .vitn very crcducr.ve revenue cciiars.

Cr,going emcnasis cn newsstand ceveiccmem nas crccucec
an r.crease in com sales and newsstand gross crctit in setts or
limited passenger traffic. :n succor, of tr.ts trend, tre
Vancouver Class vessels wiil ce featuring new exoanced ciit
anocs with mree vessels ocmcietsd crlcr to die summer of

tsss.

" -e r.ew "sawwarsen test xitcnen and Cuaiicy Control
Supervisor continue to crcouce casic improvements in ‘ooa
cuaiity. Altr.cugn graaual. mass improvements nave proven to

Sxcanrec etewsrrand/g/frsnco

ce astmg er.c ccnsistent mrcugnou: tr.e -Test. Aevisec loco
curor.asmg procedures nave use seen effective .n .merevmg
:ua;:r/ tor.ststanca ar.d vaiue.

CeTimunicalios

3.C. “errtes r.as contmuec tc excar.o ta mie r. me cromotion
:f tourism, in recognition :t me aignficanca :: mis trowing
rcuscy to Hritisn Cclumcia ana tre Gcerecraticn as a .maicr
source cf revenue. A maicr scuviry mis winter nas css.n tne

cromotion cf me Cay Cruise, wr.icn is to :e .ntrcducac on tr.e
Northern route to Prince Pucert ;n me summer oi f3E5.

Cine Corporation nas atso expended .:s activities in maicr travel
snows ,n xey marxet areas of me U.S. ana Car.eoa. wcrxir.g n
ttose tocceraticn wun Tourism 3.C. ar.d me tourism ragtens ot
me province. The oast year aiso ;eaturac mere nvcivement
witn coal tourism communities in areas ser/ec py the
Corporation.



A

mcuterized reservations for the Guil Islands and North

-si wnicn were completed in 1932 nave Seen streamlined.

. now brier an even more erfic.en: service to travel acertts
ar.o several public. This crccess will continue as we
crepare .veil ahead lor tne anticipated volume oi enquiries mat
will :e carerated by Exoo 35.

Labour Relations

The main labour Relations activity during 1934 was the
administration of the collective agreement that was concluded
in 1932. This included developing a iaycri and recall procacura
with the Union whicn alicwed tne Corporation to downsize its
work force.

A number of grievances arose as a result of the new contract
ancuage; however, the parties were able to resolve these
differences cf opinion in accordance with prccaoures
esta:i:sned under the collective agreement. This last fiscal
year saw no time less due to cidkst action cf any kind.
eciuding tnird-parr/ picketing.

Personnel

scheduling sricrdec by the Agreement concluded on October
20.1932. moacted most significantly on the personnel function
n 1934. A new oargaining unit establishment, reflecting the
crpcraticn’'s ongoing commitment to reduce overall wage
.osts by means of the rationalization cf the Ccrocraticn's
-an resource requirement to a level commensurate with its
_i operational requirements, was accepted ana aocroved. At
the same time the Corporation's commitment to reduce its

outstanding tanked overtime liability continued with positive
results: careful mar,cower planning reduced the total car.'xsd
overtime cv 21%.

T-.e new bargaining Unit establishment of -S0t positions
resulted 'n a reduction of 221 positions effective October 10,
1934 Vrere the ‘eduction 'moacted on an emcioyee it was
affected m consultation with trat emoloyee. nis Union
‘epreser.tative and his Union executive. As a resuit cf the
extensive preparatory work comdetad, and desoite the
inevitable riopling effect of "bumoing,” the overall reduction in
the number cf employees vvas brcugnt about with a minimum
cf disruption cf perscrai noonvenienca. Cf those emoiovees
w0 were laid off and who elected to return to work wun the
Cerebration when worx is available, and after allowing ‘or
atmtrcn of crasent regular employees thrcucn retirement,
death;, oisaciiities. etc. itis ocr.sidered that the vast majority
wiil return to v/crx as fuil time regular employees within the
next 13 months, m the r.tenm, they wiil ce orfered evey
obdcnu.oir/ to worn ‘or tne Corporation throughout the. busy

summer months or any other time that tneir services can ce
usee.

A.L Cciiier
R'esident ana
Chief Executive Cfficer
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rAL PASSENGERS - 4%

-~1i as~aii Increase .n *553/2-, passsncsr tratflc has fa;:an
scatn .n ISSi/SS.

Zvsr -5 cast 2-i /sirs. '35 million passengers nave seen
cariac. The ::q M:arn passenger s excecte: curing :r.e
summer ci ‘ 935.

"seal veer Enoing March 21

TOTAL VEHICLES - 0.5%

*::-i vsr.ii:= 'rsnlc -.33 rematr.ec virtually unchanged ever ‘ra
cast three years.

Ever 37 miliicn venicias have :esn carries since 1950.

Iscal Year Ending March 31

COMMERCIAL VEHICLES + 3%

Commercial vehicles nave shown a steady increase ever :h9
cast > 0 years srtsr sobering a snarp cecline in the eariy
1950's.

in :ne cast, commerce! trarfic .nas usually ceen a precursor or
ead.ng indicator ct changes in outer tranlc categories.
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AUDITORS = REPORT

To che lieucenanc-0overnor ir. Dsur.cil
Province of Sridish -Dolussi.a

Va have exasined Ilha balance sraac of |Iricisn Coiusbia
Ferry Corporacion as ac Harm 21, L533 ar.d she scacecencs of ir.ccse,
dericio ar.a changes 1in financial posicion far oha year chan ended.
Our axaninacion vas cada in accordance vich generally accepced
3udicing scandards, and accordingly included such cases and ocher
procedures as ve considered necessary in che circusscances.

In our opinion, chase financial scacenencs presenc fairly
che financial pcsicion of che Corporacion as ac March 31, 1535 and
che cesuics of ios oceracions and che changes in 1ics financial
posiciaa for <che year chan ended in accordance vich generally

accepced accouncing principles applied on a oasis consiscenc vich
chac of che preceding year.

Chartered Accountants

Victoria, Dsnada
May 11, ".535

Tlhres iroroupr.ou: Tar.aca. !n:e;r.aiisr.a< F-.n* rllyr.veid M aic Taerceiat
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CURRENTASSETS
Cash (Note 1)
Accounts receivable (Note 2)
Inventories (Note 2)
Prepayments and deposits

RESERVED FUNDS (Note 4)
IXED ASSETS (Note 3)
Ships, berths, buildings,

equipment and iand
Lass accumulated decreciaticn

APPROVED 5Y THE -CARD

J, rector

*555 iSS-i
(expressed in thousands)

3 11,343 3 2351
a0o 5C5
8,553 9,252
3-3 533
12 20 141201

311
177314, 355,413
104.703 1~3.545
3205.374

.// 17



: sﬂ. rrcj :v?rrss 1SS5 1934

-excressed n thousands)
CURRENT LIA3ILIT1ES
Accounts payacie and accrued

iiaoilities :3.251 3 194=5
Deferred revenue JJI1 U~ 1
'3.325 2*.300

LCNG-TERM -E5T (Note 5) 23 .U & 35.585
ACCRUED SICK LEAVE LIABILITY (Note 7) —iil LL*-
J-Li-.Q _12A30Q

- — -2 n .7
CAR A o=l 2VF - ial 76a7S ™" L2 3

SHARE CAPITAL
Authorised
t.SCO.SCO snares without
car value with a maximum
consideration of S1C0.CC0.CCO

Issued
53,512 snares 5.351
CCNTRIBUTED SURPLUS (Note 3) 350,-01 25(3,-01
DEFICIT - ]_V:Q) t -2~23)

~m 532 Jj35™M
COMMITMENTS (note 13)

3303.132 |74



5SsSesvtSKS of Estoom©

YEAR ENDED MARCH 21, 1925
(expressed in thousands)

1925 1934
Operating Revenues
Tells 3100,523 S 91,33
Catering 22.296 23.737
Other income {note 9) 2J05
125,520 120,514
Less cost of food and goods sold U 93 9.174
JL? 5,537 111.3-0
Operating Expenses -
Salaries, wages and benefits 79.513 33.449
Fuel and lubricants 22.335 25,252
Materials, operating supplies and services 10,155 10,223
Contracted replacements, repairs and
maintenance 5.253 5.950
Marketing, general and administrative 2.520 3,513
Charter tees 702 1 I£S
_2L203 XPZlzser
Operating Loss Eefore Subsidy 3,771 21,213
Province of British Columbia Subsidy
(note 10) 200 4T000
Income from operations 2-,229 B 21.737
Interest Expense (note 11) L1727 iilis
INCOME BEFORE DEPRECIATION 25,052 15,539
Depreciation _3j_0oA - 30,535

LOSS FOR T-IE YEAR AFTER DEPRECIATION -J422
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*3 Csw-t?!i LOrL LG <AAiiiIi E&vs»ﬂ \.N'H C-|J
?(EAR SNCﬁD MARCH 2)1. 1525
excressec In tncusancs

Deficit (accumulates nccme reinvested in

ccrpcraticn asaets) at ceginnmg zi year ; "3.722 3 (1.229)
Less fcr die year after secreciation S "A.597
DEFICIT AT END CF YEAR m m

]

SCatamsnt of K sr.SSS In

N - -
fS r!;‘qnm §n7’< > EQQ”:V um m g/ @2 !;1\5/1 - "4 4
VEAR ENDED MARCH 31. 1525
exoressed in tncusar.es
SOURCES (USES) CF CASH
CASH FRCM CFERATICNS (Note 12) ai== Y52
FINANCIAL ACTIVITIES

Rrcceecs ‘rcm promissory ncte Issue 1A.729

Recavment Z| ncte cayacla 20.C0G)

Casn reserved tor fencing accrued

sick laave liaciiity ( A172)
Sinking fund daymen's -1 / .r[:\L
Casn used in financial activities - 7317 LLU1D

INVESTMENT ACTIVITIES
mxed asset additions (12.455) ( 7.142)

proceeds on sale of fixed assets i

Casn used in investment activities J221
NC.~E.ASS (DECREASE; IN CASH 2.722 i £513)
CASH AT BEGINNING Cr YEAR JJsli 2"3

CASH AT END CF YEAR

Nets: ntris siatsmen: casn nciuees :my :asr, a\a;;ac.e :zr :av "c :ay rtteraticns ar.c
Sees net nc:-ca =eser.ee runcs casn.



YEAR ENDED .MARCH 21. 1935

In accordance with Seciicn 2(7) of me Ferry Cc'coranon Ac: the -Inancial statements
of the Corporation are creparad in accordance wr.n generally accepted accounting

principles. Significant accounting policies followed :n the preparation of tnese
financial statements are:

Inventories -
Inventories are valued at trie lower of cost ana current replacement cost.

Long-Term (Disability -
Amounts paic to trie Superannuation Branch of the Fuoiic Service Commission
uncer the Long-Term Disaoiliry Plan are accounted ;or by the Corporation on tne
Oasis of accruing in the financial statements that portion estimated to ce payable to

employees until retirement for individual pisaciiity with the balance of the amounts
paid being included in prepaid excenses.

rix2d AssatsS -

Acouirad from the Province of Eritisn Cciumoia effective January 1. 1977;

(a) Ships
Ships, whicn comcrise cart of the total assets acpuirec from the Province
erfective January 1, 1977 by Crcar-in-Cour.c:l dated December 16. 1975 and
transferred at an assigned value of 31. have been revalued by the Corporation
and are reflected in the accompanying financial statements at their estimated
depreciated replacement value as at January 1,1977 on the basis of
construction records for laccur and materials valued at 1977 cost exclusive of
any federal ship building sucsicies whicn may have been avaiiacie during the
extended paricd of years during wmcn the individual snips were buiit and curing
which such suosicies fluctuated substantially. The estimated depreciated
replacement value of the snips at January 1. 1977 is net intended to reflect fair
market value of the fleet nor can it be considered to acproximaie fair market
vaiue because of the sceciaiized nature and limited saieaoiiity of the snips
themselves.
In sedition, three snips presently under charter by the Province until 1994. are
subchartered to the Corporation for the same period at an annual cos; of 31
each, with the Corporation ceing responsible for all operating, repair, and
maintenance costs. Under the terms of the subcharter agreement with the
Province, the Cerpcraticn may in 1994 request that the Province exercise Its
option to purchase these shies at its own expense in accordance with the terms
oil its charter agreement. In the event that such option is exercised, clear title to
the snics will be transferred to the Corporation. As a resuit of these transactions
and agreements, mesa snips are reflected as capital assets of tne Corporation
m the accompanying financial statements and are similarly stated at their
estimated depreciated replacement vaiue as at January 1, 1977.



(0) Barths, Ouiidings and equipment
Berths, cuiicings and equipment aisc comprise part at ;ns total assets acquired
from the Province effective January 1, 1377 cv Qrder-In-Counc:i dated
Cecamoar 13, 1373 anc transferred at an assignee value of 31.
These assets are *eflscted in the accompanyirg financial statements at their
estimated cecreciated replacement value as at January 1, *377 Cased upon an
appraisal mads oy Universal Appraisal Company Limited as at that cate.

AccUians ar.d ciszssais sucsecuent :0 Januar/ = *377:

The ccsts c: maicr replacaments. additions, extensions and improvements are
capitalized m tne fixed asset accounts. Tine ccsts cf maintenance, repairs,
miner renewals cr replacements are charged against .ncc.me. Cn retirement cr
cispcsai cf 'ixec assets, tne ccsts tnerecf ar.c tne related accumulated
capreciat.cn are eliminated from tne accounts anc any gains cr cases are
*efiec:sc n the statement cf r.ccme.

Cn Cctccer t, 1922 the remaining cuiidtngs and ecuipment at Ceas Cccl< faciiity.
net acouirec from tne =povince cn January 1. 1377 .vere canstarred a* an
assignee /aiue of Si. These assets are reflected n tne accompanying t'inancial
statements at their estimated depreciated replacement vaiue as at Cctccer 1.

*322 cased uccn an appraisal maca Oy Universal Appraisal Company Limited
as at mat cate.

Daoreciatian -

Fixed assets are depreciated cn the straight iine metncd cased uccn the following
useful lives:

5] 1 o 1T 25 years
BEITNS e n s 5-10 years
Buildings and eqUIPMENT ...t A- 25 years

Amortisation of Promissory fioto Discount and issue Costs -
Promissory note discount is amortized on a conocunc interest method over the

term of the deot issue costs are amortized on a straight-line oasis ever the term cf
the cact.

Provision for Annua! Refit Ccsts -

The Corporation crovices for smo refit axoense cv charging against -nccne the
ar.iicioatec costs ever tne cencd cer.veen -efits.
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=unds, other than these requires for immeciate settlement of llaoiiities. are
invested in snort-term commercial securities suthcricec pursuant to tne terms ana
provisions of the Financial Administration Act cf 3r:t:sn Columbia. The
investments are arranged thrcugn the Ministry of Finance of the Province.

. ACCCUKT3 RECEIVABLE

Provision has been made for the unccllecti‘ciiity cf a 1950 accounts receivable cf
S1,950.5*3 cue from the Sritisn Columcia Steamshio Comoany (1975) Ltd. for the

ease anc modifications to the Lessee s specifications ct the M.V. “Queen of
Prince Rupert".

G\WEHTORIE3 1935 1934

(expressed in tnousancs)
Spare components, cars and supplies S 5.937 3 3,332
Fuel anc 'ucncants 11<(5<% 1.930

Gooes for 'ess'.e and catering suopiies 0

~ =g

»F».r N » rurcsS
The Corporation has segregated assets that are recur ed for sesc;lc ourpcses cr as
requiraa by long-term dect ocligaticns.
1935 1934
iii v.cusancs)
Sinking funds for long-term deot (ncte 5)
Administered oy the Province

Administered by the Corporation 2.SCO
3.545
Fund for accrued sicx leave iiaoility (note 7) 41
s 137
FIXED ASSETS 1935 1934
(expressed in thousands)
Cost or
Appraised Accumulated Net 3ook Net Sook
Value Cepreciation Value Value
Ships owned 3 232,725 3 105,472 3 177,233 S 192,531
Ships uncer capital lease 72.597 22,255 50.441 -3.771
Serbs, buildings and
ecuipment 120,524 75.951 o 30,956
Land 723 - 723
Construction in progress 120 1 205 3.732



S. LCNG-THR.f:: DEBT
1535 ss J.

expressed n thousands)
Long-term cec: issued cy the Corporation

3.35% r-pnisscn/ rotes <‘er'ective *sta
of ' 5.75%), sre 'acayadia n ‘ive equal
annual instalments si £5.7 miilicn

commencing March 5, 1533 5 235C0 3 23.500
Lass unamcrtized discount and issue ccsts s <73 7 222
: cn inn 21.153

12.23% =romissory .note (effective rata
o« |2.Ai°Vv. cue Sectamcar 3, 2CRX2 is
repayaoie oy annual sinking fund
payments cf 5222,-52 commencing

Sectamcar 3,153- 1A 753 1A.753
Less unamcrtized issue costs % .:T |
2511 25.5G3

Sinking ‘unc payment recuirec
within one /ear

-in—<Z 3 35 555

Principal and sinking ;unc payments sue m eacn el the next five /ears:

1535 1337 1533 1323 133Q
5222.-92 3222.-52 S$S§.,22.a92 SS.C22.AS2 £5.222.-92

T'e Province cf British Cciumcia unccnditicnally guarantees the paymentcf principal
ar.d interest cn tne Promissory notes.

7. ACCRUED SICK LEAVE LIABILITY

Cn Septemcer 1. 1973 the Corporation introducad short-term .Hr.ess and injur/
ar.d icng-iarm cisacility plans and as cf that date all emoicyees caased accruing
sick leave credits. Under the collective agreement with the employees, in :he event
cf iilness, the accumulated sick time may pe withdrawn prior to retirement and cn
retirement any palanca remaining is oayaoie in cash at £0% of accredited time.
The liadility as at Marcn 21,1935 Cased uccn a recent actuarial evaluation cy
Peed Stenr.cusa Associates L'mitec estaciisned the present 'ump sum value of
casn cavcuts cn retirement to sil emciovees at S-172.CCO .vnicn. with merest wiil
accumulate sn amount 'eouired to meet those cciigations. Tine -ecorcec laciiiry
as sctuariaily evaluated n ‘952 *un accrued interest net cf witncrawais to tSSS
exceecac the currant evaluation cy £1.555.251. 2ne tr.iro of tr.e excess :s
‘eflectad .n current operations arc tne calance wiil pe redacted in operations cf
tre "ext n.vc ‘iscal cericos. -urcs -esar/ec ‘cr iicuicaticr. cr this acuity sre
“vested n s.ncrt-lerm ccmmerctai sacurir/ Note ti.
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3. COHTRtEUTED SURPLUS

1925 1234
(expressed in thousands)
Excsss cf estimated depredated replacement

value ever assigned vaiue of S1 of assets

acquired from the Province of Entisn

wdumoia
- Ships, Perths, buiidings and equipment
effective January 1. 1977 S 2-19.574 3 242.574
- 3uiidings and equipment effective
October 1,1SS3 [ et
S 250.401

.

11.

. OTHER IKCOKS

ISoo 1234
(expressed in thousands)
Parking and anciiliary traffic revenue 35
Interest earned on funds in bank
and shcrt-term investments 1112
3 2.505 31=49

o Tw mui 5}'«"\"151;"\/ OBD 06508

The Corooraticn receives a suosidy from the Provinc; Enf.sn Cclumcia wnicn
is determined annually.

Induced in fixed assets as "ships under capital lease" are tnree snips 'eased
from the Province at an annual cost cf 31 eacn. The annual cost of these
charters to the Province is 34.319,500. In sedition the Corocraticn utilizes
Crown land for terminals and highway access without rentai or croperty taxes.
The value of these benefits is indeterminable. The Corporation, as an agent of
the Crown, is not liable to taxation, including taxation cn improvements, except
insofar as the Crcwn is liable.

The Corporation utilizes Ministries end Agencies of the Provincial Government
for negotiation and purchase of fuei, materials, and communications. The
aggregate of these transactions la 779.3 million (1234 - 345.3 miilicn).

INTEREST EXPENSE 1935 1234

(exoressad in thousands)
Interest expense, amortization of
promissory note discount and
amortization of debt issue cost on:
- long term debt 3 5171 3 4.292
- short term borrowings 1 =05

3 5/93

" -frs>\ e



12. CASH ?KOf.I CPHRATICHS

1933 1924
‘excressed in thousands)
Less for the /ear after cacreciaticn it 2.312) 3(1-1.237)
items net involving casn
Depreciation 31.22- 30.335
Amortization cf promissory ncte
discount and Issue ccsts 350 741
Less cn retirement of fixedassets — 2-3
Increase (decrease) inaccrued sick
leave iiaciiity 1 222) 1~
Casn generated frcm continuing ccerations 33.235 15,7-12

Cash generated 7cm (used icr)
operating working cacital

Accounts receivacle ' 255) ic-i

‘nvIntcriss 533 15

Prepayments anc dacos;ts 2531 1.3-2

Accounts cayacle and accrued iaciiities . MSS"i *.243)

Ceferred, revenue '20 epci

Casn generated from cceraticns 5 22.255 3 17.133
SR« w e Mo tinn i

7¢c9 Corporation is ccntractually committed to modify .he uassenger areas cn
the M.V. “Cuaen cf Pie Nam" and :c complete terminal ccmocunc imorcve-
mants at Skicacate and Cacarure 3ay. 7-e total estimated cost cf these capital
projects is 50.3 miilicn ana as a: Maron 21, 1353 the estimateo remaining cost to
complete these commitments is 30.- miliicn.

Net included in the accounts is a lease commitment cf 55.a million for the M.V.
"Cuinsam™ wnicn is fully recoveracia througn a ncn-canceilacie suo-easa with
the Ministry cf Transcorraticn and Hignways for sritisn Cclumcia.

1t. ~vtfiri.nAl ltu Jwhuo

Cartain comcarative figu es for the cravicus year have seen reclassified to
conform with the March 21, 1935 financial statement presentation.



Stattsticas

YEAR ;NOSD MARCH 31

Financial
Operating Revenue
- Gross

Operating Expense

Operating Loss
before Subsidy

Suosicy

Casn Row Tom
Coeraticns

Seoreciation and
A.mortizaticn

interest on Debt

Working Capital
(Deficiency)

Additions to
Property

Total Assets

Long-term Debt

Operating
Traffic
- Passengers

- Ver.icies

Miles
- Passengers

- Vemcies

-tii;;anon
- Passengers
/amrac

1935

2125,530

125.203

3.771

-2,200

22.255

31.054

5177

12.-155

202,122

25.445

MAMIL VW

35,521

R e v i

1234

e w

1333

1832

i.expressed in tncusancs)

1231

3120.514 3110.539 3112,199 3 39.552

122,552

21,212

42,000

17,193

20.555

5.133

(3,799)

7.142

205,374

25,535

12.293
4.422

2°2 74-
37.559

MM ﬂ
553

139,013

37,213

42.000

2,295)

34,724

5,072

(27,505)

25,304

325,370

20.423

12,275
4,4=3

272,375
37.020

27'L

123,355

31.221

53.391

25.221

25,037

393

(11,495)

74,375

257,317

31,715

12.754
4,713

229.295
" 3.522

253j
:S3.

104,955

14.251

Co. 1Go

44311

22.143

113

15,512

44,213

324,595

13,754

12.513
4.525

224.073
115.2*3

13S0

S 32.267

33.595

12,557

49,447

25.553

20.271

330

21,573

23.259

212.043

15,513

11.422
4,151

214544
«Qs 125
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YEAR ENDED MARCH 21

Financial
Operating Revenue
- Gress

Operating Expense

Operating Less

peters Subsidy
SuPsicy

Casn Eicw from

Operations

Depreciation ana
Amortization

Interest cn Debt

Working Capital
(Deficiency)

Adciiions to
Property

Total Assets
Long-term Debt

Ocarating
Traffic
- Passengers

- Venicles

Miles
-Passengers

- Venicias

cation
- =asbc.” Pers

1235

3125.520

125,203

3771

42,000

23.225

31.054

5.177

2.214

12.455
2G3.132

36,445

11.912
4,450

253.703
25,521

233e

1384

1323

(expressed in tnousands)

§120.514 $110,555

122.552

21,212

43.000

17,128

20,555

5,133

(5.733)

7,142
205,974

35,535

12.293
4,x33

232.745
27 555

25: >

129.013

27,213

42,000

(3.0C5)

24,724

5,073

(27,505)

25,304
325,370

20,423

12.275
4.X53

273.275
27.020

57-s

1232 1331
3112.139 $ 59,552
123.355 104,355
31,221 14,251
53351 52105
25.321 44,311
25.237 22.143
532 779
(11,435) 15,5512
74,275 44,319
257,317 324,395
31,715 13,754
12.754 12,513
4,713 4,525
229.293 224.073
113523 115.3*3
28'j 2335

1930

3 32.367

33.595

13,557

43,447

23.533

20.271

530

21,373

29,259
312,048

15,513

11,423
4,151

214.34x%
105.725

25’ a
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The two Malnland-Vancouver Island routes
are among the busiest ferry routes in the
world, carrying 7.3 million passengers and

2.3 million vehicles in 1984/85.

A concentrated effort at improving cost
efficiency over the past 3 years has

resulted in a tremendous reduction in the

less.

For the first time inis year the Vancouver
island routes are very close to a break—
even eceraticn.
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SUNSHINE
COAST

The S™-osnirs Ccast includes

:cur rcl-es:

Horseshce 2ay - Langdale

-c"seshce Bay -ccwen

o« U

Ears C:vs *Salter/ Say

2"'c 3 cassenger-cnly ser/ice frcm
La.-:aa;a-Ga~c:er Islanc™-Kaates Island.

""mess routes earned 2.5 eniilion passengers
or. venicles n 1;C<%<C3. Aithcucn
"as ceciinec Ineach cf :ne pas:
:-=e .ears. Inere das seen an
-crc .erran: n the financial perfcrrr.an.ee.

The .css :n *327/35 ".ves 511 i,

—rtualy -nchanged frcm the previous fiscal
\ear.
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The Gulf Islands vessels service the islands

of Salt Spring, Pender, Galiano, Mayne and

Saturna. Tine region also includes the

Brenr.vood-Mill Say route. TAEsjsturdies vayne

- - o -roftan INAST3anr<”n <:SI>no
in 1984/85 these routes carried 1.5 miilicn

<\SAL K .
passengers ana 523.0C0 venicles. ij *{’)WDN% G}j_N{, N yNVIW=L* e
- - C a(o_ ,, V potter 3ay <05 Saturna >
T_he_opera?mg _Ioss in 1984/8_5 was SI3 Harbourp-"V X, W\ T8SPV- 'A7LK’\TT
million, which isa 9% reduction frcm the oS X Jv. psscsa”y slavo |

previous year.

GULF ISLANDS
Lass after Depreciation

H

o= ..
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The Norn Ccast services lIr.ciuce:
Prince Pucer. - Pert Hardy
Prince Rupert - Skicecate.

In addition the Ccrpcration has contract
sen/ices for passenger routes frcm Prince
Rupert to -cr Simpson and Kincoiith. .

Until March 31, 1355 there was also a
contract tug-anc-oarge ser/ice between
Prnce Ruper ar.c Masset.

Per the three years previous to <33-/35
the css on these -cutes averaged about
3*5 million per year. With me elimination :f
m'sav/vvassen-Pcr Harcy ser/ice and ctrer
cost efficiencies the ccerating css nas
seen recuced oy 13% to 311 miilicn.
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Year End Passengers Vehicles
March ol, 13sl 532,000 221.000
March 31. 1952 2.040.000 697.000
March 21, 1952 2.555.CCO £95.000
March 31. 1954 3,130,000 1.024.000
March 31, 1955 3.300,000 1,125,000
March 21, 1955 4.CO0.0CO 1.222.000
March 31. 1957 4,477,000 1.515,000
March 31, 1963 4,251,000 1,530,000
March 31. 1969 4.774,000 1.723,000
March 31, 1970 s.571.000 2.102.000
March 31, 1971 5,953.511 2.223.412
March 31, 1972 5.771.537 2.552.505
March 21, 1973 7,529.235 2.324.364
March 31, 1974 3,528.297 3.159.532
March 31, 1975 9,512.501 2.553,224
March 21. 1975 9.912.72S 2.750.099
March 21.1277 3.233.502 2.044,157
March 31,1973 9.013.975 2.253.017
March 31, 1979 10.2589.2C2 2.753.52S
March 31. 19SC 11.422,405 4.151.302
March 21. 1331 12 £12 393 4,325.317
March 31.1962 12.752.554 4,712.351
March 31, 1932 12.275,465 4,462.731
Marcn 31, 1934 12.257.9C5 4.432.707
March 31,1955 11.312.343 4.460,063

Tctal 134,576,221 57,206.235



Year

Built
Jumbo Class
Gueen of AlOerni ‘375
Gueen of Cowic.0oan 1375
CUcsfl of Cccuitlam J375
Cuean cf Cak Hay ‘331
Queen of Surrey 1331
V Class
Cuesn of Vancouver %V\U
Gueen of 'Zictsna ;4
Queen of Bscuimait 1953
Queen wf Caaf.icn 1953

M ~
N Hawsa™NU WCH q

Queen ct Nanaimo 135-
Gueen cf New .Vestmmster °"° *
Queen of Burnaoy *355

ﬁ@vT/XTSS;sm Ships
Gueen of Prince Rucert 1955
Queen cf ‘Me North 1959

a (@ .

WAS3Jor S hips

Gueen cf Sicney 1960
Gueen of Tsawwassen 1960

S/linor S hiss

Bowen Gueen 1555
Mayne Gueen 1355
Powell River Gueen 1555
Howe ScunO Gueen *354
Cueen of the islancs 1353

g v 288
Baitsonng Gueen ‘343
Vesuvius Gueen 1350

Gccewceoc Princess 1 1579

Yacr

Ccr.verred

2-

/C -1
70 31
'53. 32
72. 52

30

79
73
79

Overall
Length

5-5
g

-C/
-57
457

&

(1=
- clC

41 a

.z«
uuo

279
273
20

14=
TZs)

Gross
Tons

Occo
ccel
zzz *
5359
5363

5-20
5-20
3420
3420

4304

3254
35C7

Capacity
4uto Pass.
th ¢
262 *-55
-4 4-55
& 153
252 1-66
253 4250
253 1250
275 1250
= 1250
4 22"
752 T/
*30 scl
2 -C0

VW 750

‘B 339

4pon 333
70 2C
™ 240
70 400
70 220
20 432
= 183
20 21
4<a *

co
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BRITISH C3LCM31A FERPF: CORPORATION
1386 FACT SHE-:
Chairman of che Board - Fcuar: M. Hodgson
President S Chief Executive Officer - Andrew L. Collier
General Manager a Chief Operacions Officer - George Baldwin
Shios and Araas Covered
Vancouver - Vic:oria (Tsawwassen -
M.V Queen of Haquiaaic"
M.V. "Queen of Saanich"
M.V Queen of Vancouver"”
M.V Queen of Vic:oria"
Vancouver - "anaiao (Horseshoe 3ay

e >+ "Queen of Albemi”
\i Z- "Queen of Cowichan"
Me7. "Queen of Qai; 3ay"
u “Queen of Surrey"”
Sunshine Coasc (Horseshoe Bay - Langdaia)
M.V. "Queen of Coauirlan"

Vancouver Island - Sal: Spring Island

M_V_. "Bowen Queen"™ (Swarm 3ay - Fuliord Harbour)
M_V. <“Sal: Spriag Queen™ (Vesuvius - Crofcoa)

Vancouver Island - Gulf Islands (Swarm 3ay, Mayne, Galiano, Pender, Sacuma js.)

M_V. "Mayne Queen"

M_V. "Vesuvius Queen"™ (5warm Bay - Gulf Is. Supplsaencary)
Sechei: - Powell River (Zarls Cove - Salcary 3ay)

M.V. "Pcwell River Queen™

Hor3esr.oe Bay ~ Bowen Island Snug Cove)
M.V, "Howe Sound Queen"

Vancouver * Sul: _.saanCs (Taawuassen ma jd..<iiio - ."a<'c

M.V. "Queen of Taawasaen"



(2)
Pore Hardy - 3ella Bella - Prince Rupert (Summer)
Port Hardy - 3elia 3eiia - Priace Rupert - Skidegace (Winter)
M_V. "Queen of Che North" (Year-round)
Prince P.upert - Skidegate (Summer)
M_V. "Queen of Priace Rupert"”
3rentwood - Mill 3ay
M.V. "Mill 3ay”
Langdale - Gambler Island - Seats Island

M_V. "Dogwood Princess II"

:iface Rupert - Port Simpson - Xiacolith

Passenger Service only (under contract)

Other Vessels

"Queen of 3uma“oy"

"Queen of the Islands”
"Queen of Nanaimo"

"Queen of New Westminster
"Queen of Sidney"

======
<< < <<

Pay Parking Lots Available

Departure 3ay 350 vehicles
Horseshoe 3ay 130
Langdale 35
Swartc 3av 450
Tsawwassen 1250

Catering

Passengers have the convenience of an enlarged cafeteria system on the
converted ferries. These cafecerias have seating for up to 22+ people ac one
time. There 1is also a snack bar on tne four vessels operating between
Tsawwassen and Swarrr Bay. These snips also provide burret service curing the
oeak summer schedule. Catering facilities ars also on most ocher vessels



Znoloyess

Thera are approximately 2000 employees la the system, compared wish 200
when che ferry service began in 1960.

Ships Services

Passenger elevacars have been iascalled in ail che major and *C Class
ships, specifically for chose who are enable co manage che scairs. The
M_.V_.s "Queen of Sidney"” and "Queen of Tsawwassen" do aoc have eiavacors. All
major ferries have nursing mochers faciiicias, non-smoking sections, and
restrooms for che disabled.

Macr.Ine Reoair Shoo

A service "unique co cne ferry business is cne combined machine repair shop
established ac Deas Dock on che Fraser River, which allows for a planned
program of concinuing prsvencacive maintenance. Another unique ser/ice 1is cne
nose modern and conplecsiy equipped life raft servicing centre in Canada, also
Located at Teas Dock. Raiicting and lay-up berths are now in operacion on the
man-naae basin ac this locacion.

Caosule Mlscorv

The idea of a ferry system geminated when Vancouver Island was isolaced
during the Seamen®s Strike in July 1953. Privace ferry companies were
approached co provide che Jaiucion with che Provincial Government undertaking
to build highway and wharf facilities on Vancouver Island ana che mainland co
provide che quickest possible ser/ice. Vhen private industry turned down cne
plan, che Government decided Co go ahead on ics own.

In March 1959, che Provincial Government announced plans to enter the
ferry business. The first contracts were lec co Victoria Machinery aepoc and
Surrard Dry Dock for che M.V. "Sidney ” and che M.V. "Tsawwassen".

landings were built ac Swarrr Say co service Victoria and ac Tsawwassen to
service Vancouver. Ac cne laccer sice, a two-mile causeway was built which
used 2,5C0,QC0 cubic yards of boulder, rock, and gravel fTill.

Inauguration of che cwo-nour ser/ice started on June 15, 1960.

In Seocssber 1, 1961, che Suif Island Service was curenosed by cne Sricisn

Iclumtio Ferry Aucnoricy. In Decoder 1961, Slack Sail Ferries lee., union
ooeracec ferries from dorsesnoe Say co h"anaimo ana co cne Sunsnir.e lease, --as
ourcr.asea.

The inaugural run of cr.e M.V. "Gueen of Prince Rucerc"™, sailing cne _r.sice

Passage co Prince Runerr from Kelsey Say, was In May 1966.



In April 1967, 3ricish Columbia Ferries purchased che "Pere Nouvel”” which
was renamed the M.V. "Sunshine Coast Queen"™, co replace the "Langdaie Queen"
and the "Sechelt Queen™ on che Howe Sound service. This double-ended ferry
was che largest in che fleec at chat time, having a capacity of over 1S0O
cars. This is no longer the case, as Che stretch-lifted ferries now have
lift-off capabilities of up to 400 vehicles. The "Sunshine Coast Queen"™ has
since been sold.

In June 1967, che M.V. "Mill 3ay" was purchased from Coast Ferries and
serves che Saanich Peninsula between 3rentwood 3ay, on che Peninsula, to Mill
Bay, approximately 15 miles from Duncan.

The "Howe Sound Queen"™, which has a carrying capacity of 70 automobiles,
was taken over co replace the "3owen Queen"™ co alleviate the increasing

traffic on che Horseshoe 3ay/"3owen Island route.

The jumoo vessels, Queens of "Cowichan" and "Coquitlam”, were added to the

fleec in 1976. 3och capable of carrying 362 automobiles each, they were
joined by che "Queen of Alberni™, built specifically to carry overheighc,
commercial, and recreational vehicles. All have elevacors and on board

cafeterias.

In January 1, 1977, 3riCish Columbia Ferries became 3rirish Columbia Ferry
Corporation, a Crown Corporation. The Chairman of the 3oard is Stuart
Hodgson, President is Andrew Collier. George 3aidwin is che General Manager.

Three minor vessels, che M.V.s "Mayne Queen"™, "Powell ?.iver Queen", and
3owen Queen", were stretched and repowered in 1979. Each -.nip is now capable
of carrying 70 vehicles.

In May 1979, che "Dogwood Princess Il" replaced che "Dogwood Princess™ on
the Gambler and Keats Islands route. The new passenger-only vessel carries 33
people.

On May 29, 1980, che M.V. ™"Queen of the North"™, formerly che "Queen of
Surrey"™, commenced service on the Inside Passage run. Port Hardy became che
new terminus on northern Vancouver Island on May 31, 1979, replacing Kelsey
3ay. During the summer, chid vessel departs from Port Hardy every other day
with 3n en route stop ac 3ella 3ella once a week. In the off-season service
becween the two ports is on a once-weekiy basis.

The "Queen of Prince Rupert” was chartered by 3.C. Steamship Company to
operate between Seaccie, Nasningcon anc Victoria during the summer of 1980.
She was recumed to B.C. Ferries in October of that year and commissioned to
tne service between Prince Rupert and Skidegace, Queen Charlotte Islands. The
"Q-ttn ol Prince Rupert”™ operaces on the Skidegace - Prince Rupert route 1in
tne summer.

Two more jumbo (360-car) ferries, the Queens of "Surrey anc Be”™ .
were built ac Burrard Tarrowb Corporation in Vancouver and Victoria. They
entered service in May and June of 1981.
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An innovative new nonversioa program was begun In 1381 with che "Hiring"
of two of cr.e "screeched" vessels, che Queens of "Vancouver"™ ana "Viccona".
Zach ship was cue in half horicontally, just below cr.e passenger (promenade)
iecx, raised vertically 10 feet on hydraulic jacks, and an upper car deck was
added. This same operation has since been erfacted on che Queens of "Saanich”?
and "Zaquimalc" and these four converted snips are now carrying record loads
of vehicles.

On June 13, 1935, che 3. C. Ferry Corporation celebrated its 25th
-Anniversary of operation, a significant milestone In the history of Ericish
Columbia.

Cn October o, 1335, che 14 saltwater ferries (formerly operated by the
Provincial Ministry of Transportation and Highways) were transferred to the
B.C. Perry Corporation making the Crown Corporation one of the largest ferry
operations in the world in terms of number of ships (29) and number of
routes (24). Over 400 employees joined B.C. Perries ac cr.e same time,
increasing che numoer of workers in che ferry fleec co approximately 2SCC,
rising co over 2GCO 1in summer.

Alterations and Innovations

Over che years since che 1iacepcion of che ferry service, 1innovations have
continuously been undertaken to improve and increase capacities. “mileen che
firdc two snips were built, they were modelled on che style of Black Ball
ferries. The Queens of "Sidney"™ and "Tsawwassen" are both very similar to
3iack 3all & “Coho™. Them, wnen the next seven ships were built, the plans
differed and, because of this change, eaca of these ships have been able cn
undergo alterations that have greatly improved their lift-off pocencial.

la 1963, ramps were installed on the car decks leading to metcanine decks
affixed to the mid3ni?s bulkhead. This innovation increased the car carrying
space from 110 vehicles to 150. Then, starting in 1969, an macing (at that
time) alteration cook place. Zach 3hip was taken to the shipyard, cut in
half, and an 34 foot section was built, floated into place, and the ship was
welded together again.® This further increased the capacity for vehicles to
ICO. At the same time, the dining rooms were &xtended and solarium seating
was added in the new section aft of the bridge on the 3un decit

As time went on, more and more people were using the popular ferries, anc
line-ups in the peak travel periods became a problem. More ferries were
needed, so three new vessels were commissioned. Two of them were built on the
lines of Washington State ferries; the tnird, “with basically the sar.e lines,
was constructed to carry primarily overneigr.t, recreational, anc commercial
traffic. This was in Ir*b cut ic 1 ~, it became evicent tr.ac another two "Z"
Blass ™r Suoer ferries! were recuirec anc they were cullt with yet core
imorovemenca, er.aoiing tr.em to car-/ 252 tars.



la che spring of 1981, an enormous ar " excising conversion program was
commenced. Two of che original seven major vessels, chose buiic between 1961
and 1964 and which had already been"strec-hed", wrre now co be "Hired?””. The
ship was cue in half again, chis cine horinoncally, Che cop half raised on
hydraulic jacks, and a new deck inserced. The upper sun deck solariuas also
underwent change, chey were covered in and made inco more useful and
accraccive searing areas. The midships lounge on che promenade deck was also
renovaced wish a snack bar added. Since chen, cvo more of chis class vessel
have been converted, chis time adding ramps, bringing che car carrying
capability co, believe it or aoc, 400 cars!

The "Queen of Alberai™, 3.C. Ferries® "overheighc vehicle"” ship, was
lifted in che spring of 1984 increasing her car-carrying capacity from 150 Co
3C0 vehicles and returned co ser/ice on che Horseshoe Bay/Langdale route 3
months later.

At her 1986 refit, the "Queen of Aiberni®s" passenger lounges and
cafeteria were enlarged making chis vessel more suitable for service on the
Horseshoe Bay/Departure Bay rouce.

During the Expo season (May - October, 1986), five ferries that had been
in lay-up were repainted in che new 3.C. Ferry colours (red, marine blue, and
white) and came into service to assist with che heavy demand expected during
the World"s Fair.

Yes, since 1960, there have been many changes, boch on and off the ships
of 3.C. Ferries. Carpeted decks, where there was once linoleum; cafecerias
with an extensive menu; elevators (the new snips have two each); restrooms tor
che disabled; and pay phones. And ashore, special ramps had co be constructed
to comply with che converted vessels®™ modifications; overhead walkways
extended, improved, and carpeted for foot pasesengers®™ comfort: greater
parking areas; new and more cickec booths; and extra berths and docking
facilites. The list just goes onl!



? 0. 3ox Y. State Capitol
Juneau. Alaska 99811-j 100
Mail Stop 3100
*9071 ~65-3991

January 15, 1987
MEMORANDUM
TO: Representative Bette Cato

FROM: Mary Jennings ~
Legislative Analyst

RE: Options for the Alaska Marine Highway System to Operate
Similarly to Cruise Ships
Research Request 37.053

You requested a discussion of oDf.ons for the Alaska Marine Highway System
(AMHS) to operate more similarly to cruise ships on the mainline route.
The mainline is the rcute from Seattle to Skagway via Prince Ruoert: Tfour
shios operate on the mainline at different times of the year.

Background

The number of cruise ships that ooerate in the waters of Southeast Alaska
has grown dramatically during the past few years. According to the State
Division of Tourism, over SO percent of all tourists iIn Southeast arrive by
way oF cruise ships. Although specific data are not available from cruise
ship companies, one can assume that the expansion that has occurred is an
indicator of profitabity. The AMHS vessels that operate on the mainline
generate revenue equal to approximately 80 percent of costs. Since ferries
and cruise ships operate basically over the same route, the question arises
as to why the cruise ships are able to operate at a profit and the ferries
are not. The following sections of this memorandum present a discussion of
options that would allow the AMHS to operate more similarly to cruise
snips.

Reducing Labor Costs

Labor costs of onboard personnel of AMHS ferries account for approximately
50 percent of a vessel®s operating casts. According to persons contacted
in various cruise ship companies, the labor casts of*cruise shios are mcnh
lower than ferries. None of the cruise sniD comoanies were willing to give
soectfic data concerning operating ccsts, but one comoany official est’-

iacor casts of a cruise smp. The official added that this was not aue to
less on-board personnel but because cruise shios utilized nonunion laoor at
relatively low wages.



Representative Cato
January 15, 1287
Page 2

Due to wunion labor on AMHS vessels, labor costs can be reduced only by
contract negotiations. Contracts are scheduled for negotiation during
1938. Potential cost savings nay be realized if contracts can be negoti-
ated for lower wages, although it is doubtful that the unions would accept
wages at the same level as cruise ship workers.

Leasing to Private Industry

According to the Executive Director of the Inland Boatman®s Union, the
current contract does not allow nonunion workers on vessels leased by the
State. The union does not feel that this iIs a negotiable issue. There-
fore, even if mainline operation were leased to the private sector it would
still be difficult to lower labor costs to cruise snip levels. The option
of selling the vessels to private industry also exists, but because this
would remove the vessels from control of the State, this option was not
researched.

Year Round Full Capacity

A cruise ship company representative stated that cruise shio lines are able
to operate profitably because their vessels operate at full capacity year-
round. This 1is achieved by operating in different Ilocations, such as
Europe and the South Pacific, during the winter in North America. Accord-
ing to -Joe Camp. Oeputy Commissioner of the Alaska Marine Highway System,
the level of ferry useage drops by approximately half during the period
from October to May. Mr. Camp did not feel it was Teasible for AMHS
ferries to ooerate outside Alaska during the winter because this would
leave many Alaska communities without Tferry transportation. He also
doubted that ferry unions would be amenable to operating outside Alaska for
half of the year.

Package Tours

Travel agents suggested that AMHS could compete more effectively if trios

were offered as a package of complete services. Agents stated that the
majority of cruise ship passengers buy package tours that include all
aspects of their trip, from meals to airfare. According to travel agents
with whom 1 spoke, the AMHS would have to change several areas of service
in order to accommodate the package tour travefer. One travel agent sug-
gested that the AMHS should redesign staterooms into a uniform two-bed size
because this is the standard package tour booking size. (Ferries are de-

signed iIn two, three and four-bed size.) One agent suggested that ferries
snouid dock iIn communities for longer periods of time ana only curing the
day. The agent stated that because the ferries tend to dock in the micale
of the niant, it is difficult to coordinate ferry useage with other tourism-
related activities. The agent also suggested that the -“err-ies snouia zeex
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Other travel agents suggested that the ferry should offer higher quality
food and onboard entertainment, such as discos and gaming.

The AMHS representatives felt that many of the changes to allow package
tours would be costly and would conflict with the system®"s goal of provid-

ing basic transportation services for Alaskans. One official stated that
to redesign all staterooms into a two-bed size would raauire a great deal
of lay up time and would be expensive. Additionally, AMHS stated it would

be difficult to schedule mainline vessels for strictly daytime docking
because this would conflict with the schedules of feeder vessels that also
use mainline docks. Another AMHS official stated that many downtown dock-
ing facilities that the cruise ships use would not accommodate ferries
because of the need for vehicle-loading facilities.

Additional Marketing

One cruise ship comoany stated that a high Ilevel of marketing is an
imDortant factor in determining the level of business of a cruise snip
company - According to Joe Camp, marketing of the AMHS has suffered in the
past two Tfiscal years due to budget cuts. He stated that the system plans
to spend more money on marketing this year and will emDhasize mainline
operations. For example, Mr. CamD stated that a "weekend getaway' promo-
tional program is being developed to encourage Seattle area residents to
ride the ferry during the months of May and Seotember when ferry traffic is
moderate. The system plans to offer a package tour that will include a
ferry ride to a port in Alaska and a flight back to Seattle. The AMHS is
working with the Port of Seattle, Alaska Airlines and Seattle area travel
agents.

Raising Ticket Prices.

During the summer of 1987, a roundtrip ticket on the AMHS between Seattle
and Skagway will cost S396. A comparable length trip on a cruise ship will
cost anywhere from $2,000 to $5,000 dollars. As mentioned earlier, the

cruise ship package includes many other services besides travel. If the
AMHS were to include additional services with the ticket price, then rates
may be increased to be more comoarable with cruise ship rates. It is

questionable whether it woulg be feasible for the system to offer different
levels of service on the mainline route--one level for package tours and

another level to provide basic transportation needs. According to AMHS,
the additional administration to provide two levels of service would be
costly. Additionally. ODerations of the ship would have to altered

drastically to provide the same services offered on cruise shios.

Independent Travelers

Sot Dindnicer, who 1is a memoer of tne Soutneast Tourism Marketing Council,
felt that the AMHS could best increase tourist useage oy targeting tne
inoeoenoent traveler. He stated that the indeoendent traveler is not as
convenience-oriented as a tour snio traveler and therefore is more amenaoie
to ferry useage.
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A study by the State Division of Tourism indicates that during the 1970s,

53 percent of independent travelers came through Southeast and today only
seven percent visit this area. The study indicates that the majority of

independent travelers now visit the Southcentral area. Mr Dindinge® felt
that this 1is due to promotional campaigns by Anchorage and Fairbanks
directed toward the independent traveler. He stated that the council is

currently working with the State Division of Tourism and tourism-related
businesses in Southeast, including the AMHS, to develop a promotional
campaign to attract independent travelers to Southeast.

Mr. Dindinger had other ideas that would allow the ferry system to ccmoete
more aggressively iIn the overall tourism market. He suggested that a
travel agent"s commission for booking ferry space should be raised from the
current seven percent to ten percent. He stated that a tan percent commis-

sion is the standard commission awarded to travel agents. Mr. Dindinger
felt that the seven percent commission awarded by the AMHS 1is a disincen-
tive to travel agents who might otnerwise promote ferry travel. Mr.

Dindinger added that a study has shown that over half of all indeoenoe.nt
travelers utilize travel agents.

Mr. Dindinger also suggested that the system should pre-sell only 30
percent of its space 90 days before departure instead of the current 90
percent. He felt the remaining 20 percent should be sold full price. He
felt that this would increase revenues because less space would discounted
by a travel agent"s commissions. He also noted that it might leave more
space open to Alaskans, who tend to make reservations closer to deoarture
dates.

I hope you find this information useful. If you have any questions please
feel free to contact me.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM December 12, 1936
SU3JECT: Alaska Marine Highway System
(Work Order No. 75-0270)
T0: Representative 3ette Cato
7TROM: George Ucermohlad”/

Legislative Counsel

You have asked whether certain recommendations for improve—
ments to the Alaska Marine Highway System (AMHS) can be
implemented through legislation. This memorandum addresses
those recommendations.

ONE: ALLOW AHMS TO OPERATE AS A SEPARATE ENTITY FROM THE
DEPARTMENT OF TRANSPORTATION AND PU3LIC FACILITIES.

Government agencies may be conferred with a wide range of
independence. Most government agencies are established as
subordinate entities within a department and are subject to
the centralized administration and control of the commis—
sioner of the department. The divisions within the depart—
ments fail into "this category. Certain other agencies" are
attached to a department only for administrative purposes

and have a legislative mandate distinct frcm that"” of"the
department. These agencies, such as the Alaska State Build—
ing Authority, the Alaska Housing Finance Corporation, and
the Alaska Railroad Corporation, are usually state corporations
and operate independently of any policy control by the commis—
sioner of the department. Even among these independent
agencies there is considerable variation in the amount cf
autonomy conferred on them. The agency with the greatest
degree of independence is the Alaska Railroad Corporation
(ARRC). ARRC maintains its own administrative anc budgeting
functions, as well as policy development functions
independent of any other state agency, inducing the legis—
lature This high degree of independence is granted bdthe
legislature and thus can be reduced cr eliminatec bv the
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Gene®ally, che highest degree of independence occurs ac che
department level. Any scaca agency could ce raised co che
level of department. The former Division cf Corrections was
moved from the Department of Health and Social Services and
was made into a separata department of its own. The major
draw backs co this approach are the costs involved and the
Alaska Constitution, when a department is created a commis—
sioner and staff must be hired, and independent accounting,
budgeting, purchasing, personnel, and ocher services must be
established. The Alaska Constitution limits che executive
branch of government to twenty principal departments, (art.
111, sec. 22, Ak Const.) There are currently fifteen princi
pal departments in the executive branch.

The Alaska Marine Highway System is currently a line divi—
sion within DCTPF and is subject to administrative, budgecar
and policy oversight by che commissioner. AMHS would ar.hiev
greater independence from DCTPF by making it a an incepender.
corporation within the department. H3 23 (Fourteenth legis—
lature) did exactly that. S3 23 created che Alaska Marine
Highway Authority as a corporation within DOTPF. The depart
nenc would exercise no control over che Authority, but could
handle the administrative functions such as purchasing, pay-—
roll, etc.

TWO. ALLOW AMHS TO OPERATE WITHOUT REOUIRING IT TO MAKE A
PROFIT LIKE THE ALASKA RAILROAD CORPORATION.

AMHS 1s not required to make a profit. Neither is ARRC.
The only mandate to ARRC is that it should generally operate
the railroad on a self-sustaining basis.

AHMS is not required to return a profit or even break even

under its current mandate. H3 23 did not change this, even
though management of the marine highway system was trans—

ferred to an independent scaca corporation.

THREE: SEPARATE MANAGEMENT, ACCOUNTING, AND OPERATION OF THE
MARINE HIGHWAY SYSTEM FRCM DOTPF.

AMHS can operate independently of che administrative struc—
ture of DCTPF by creating an independent administrative
structure within the current division. Administrative inde—
pendence can also be achieved by conferring che necessary
authority cn an independent state corporation to manage the
marine highway system. Administrative independence comes as
a matter of course when an aser.cv i.$ made a“ienartmer.t.
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The Alaska Marine Highway Authority proposed in H3 22 had
considerable control over its own operations. H3 23 did not
specifically mention whether the authority was to perform

its own administrative work. Whether an independent authority
does its own administrative work is mostly a matter of whether
the legislature appropriates funds for administrative services.
So, it is not necessary for HB 23 to confer administrative
independence on the Alaska Marine Highway Authority, but
mention of such an intent in the bill would assure" that

money will be allocated co that function.

FOUR: ENSURE THAT AMHS CONTINUES TO PRCVIDE IN-STATE TRANS—
PORTATION SERVICES.

Establishing priorities for the service by AMHS 1is a very
straight forward process. Ail that is required is that the
legislature establish those priorities. Such priorities car.
be established through appropriations or through legislation
establishing priorities or levels of service for che marine
highway system. For example, 1if you wish to ensure that
ferry service is provided to certain towns or no service 1is
provided outside the state, these requirements can be
specified in statute.

FIVE: PROVIDE A MECHANISM FOR OVERSIGHT AND INPUT TO THE
MARINE HIGHWAY SYSTEM, PARTICULARLY FROM PRIVATE INDUSTRY.

State agencies receive oversight and input on a daily basis
from the public which they serve. Oversight and input are

also received frcm commissioners, che governor, and"the
legislature (especially through the budget process). In a
number of instances che legislature has created specific
mechanisms for input and oversight of state agencies. These
mechanisms vary in formality from the loosely-knit but exten—
sive system of fish and game advisory boards to the boards

of independent state corporations which have explicit require—
ments for public and private industry members.

In H3 23 an independent scaca corporation was created with
responsibility for operating the marine highway system. The
board of the corporation included a number of seats restricted
to members of various private industry groups and to members
of the public frcm various parts of the state. Such a mech-—
anism as this assures that seme oversight and input to the
marine hiahwav svstem takes olace.
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If you should decide to introduce legislation on the marine
highway system, please contact me with your specific pro—
posals. IT 1 can provide further assistance, please contact

me.

GUrakr
m7/066
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BILL SHEFFIELD, GOVERNOR

vi/
(  DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES
CEPUTY COVMISSIONER—ALASKA VARINE HGHARY SYSTEM Y e

August 14, 1936

Mr. Stephan Mason

Acting Chairman

Coalition for the Improvement of
Alaska Marine Highway System

?. C. Box 9625

Ketchikan, AX 99901

Bear Mr. Mason:
I appreciate the opportunity to reply toyour letter of August 2.

Many of the questions have been askedof me personally on my
various ship visits and obviously my answers have net reached all

the"right ears. The following should provide factual data and
I hope it wiil clear up some popular misconceptions currently 1in
circulation. The deadline you imposed has made 1t difficult to
research ail of the technical and detailed data ycu have
requested. That information will be forwarded at a later date.
I wiil restate cr paraphrase your question, then provide the
answer.

1. Q. Give us background informationregarding lost jcbs.

A. For FY 37 Alaska Marine Highway System (AMHS) Ilike other
branches of State government, was cut below FY 36 levels.
These cuts came in several 1increments of various amounts
during the budget process and included cost avoidances
achieved through reduction 1in fuel prices. It was and
continues to be our goal to provide the maximum amount of
service to the public with the resources available.
During the process it was determined that cutting of
approximately 5700,300 in vessel personal services would
result 1in lass severe cuts in scheduled vessel service
than wouid otherwise be required. This decision was made
for two reasons; 1 Xo continue maximum service to the
public and 2) maximum service means maximum employment.
The guidelines used to determine which positions would be

cut were; 1) not adversely effect safety, 2) net

adversely effect passengerservices and 2) keep

additional overtime to a minimum. The Director

Operations outlined the requirements to tne shereside
vnn "ipri mra*" snri 01

pcsrtrons for cuts. | reviewed and approved tne cuts
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2. Q.
3. Q.
A.
4. Q.
A.
5. Q.
A.

How much money was estimated would be saved by each
department cut and all collectively?

Engineer Department 3173,000
Deck Department 303,700
Purser 33,300
Steward 203,300

Total 3723,300

Sow much 1increased overtime has been- submitted from each
department since the job cuts. Hew much increased
overtime has been submitted collectively?

There has been substantial overtime submitted. It is
being compiled and analysed as limitad scarf rime
permits. I will forward the resales of this effort when

it is completed.

When exactly can we expect all these lest jobs to be
reinstated?

AMHS is conducting an internal review of shipboard
manning comparing rec ”irad functions and work leads with

manning. This study 1is expected to be completed this
fall. Upon completion of this review, the preliminary
finding will be reviewed with union and operating
personnel prior to making any final determination. Both
licensed and unlicensed input will be solicited and
discussed. The result cf this process should provide us

with a valid manning document, based on raquired
functions, workloads and services aboard each vessel.

How many jobs have been eliminated from Department of
Transportation and Public Facilities beach operations in
accordance with recent funding cuts. What jcb positions
and titles were eliminated anc were these peepla
terminated or moved to other positions within ycur
operation? What exactly is the revenue savings currently
reflecting these job cuts on the beach?

The fcllowinc matrix should answer the above cuestions
for AMHS.
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Position/Title

Administrative
Assistant

Director cf
Marketing s
Services

Secretary |

Reservation
Soecialist

Accounting
Clark 11

Accountinc
Clerk 11

Accounting
Clerk 11

Clark

Clerk

Clerk

Clerk

Who

vacant

Emery

McCorcie

vacant

Roberson

Karrigan

Ke tenant

Salazar

Seagrave

Annand

vacant

vacant

Rcmcek

Eudcreted overtime tor various
ocsitiens

Action

Delete

Delete

Delete

Delete

PFT to
seasonal

PFT to
seasonal

PFT to
seasonal

-C
seasonal

PFT to
seasonal

ppNi «q
seasonal

> .y

seasonal

PFT to
seasonal

PFT to

-e_ete

August 14, 19S6

FY 37 3udcet Reductions orior Juiv 1

Where did the

incumbent co

vacant

accepted

classified

transferred
to another
department

vacant

reduced

reduced

reduced

reduced

reduced

reduced

reduced

reduced

reduced

oav

pay

oav

pay

pay

pay

pay

pay

oav

Estimated
Savings (in
Thousancs ]

34.1

39.9

31.3

46.5

15.3

10.6

10.5

43.5



Mr. Stephan Mason

Position/"Title

Director of
Operations

Secretary |

Planner

Payroll
Suoervisor

rerry services
Manager 111

Accounting
Technician |

Clerk 111

Stockhandler

The net result
snoreside
held vacant cr experienced seme

total

eliminated,

Additional

Who

3lack

Vaden

Lir.dbeck

0 "Connor

Clark

P.eddekoDO

Del Fierro

Currie

is than

Action

Ternin-
ated

Layoff

Lavo if

retore-
ment

No— K -

mer.t

PFT re—
duced no
30 hr vk

PFT re-

cuced to
30 hr wk
upon re—
tirement

Seasonal
reduced
from 9.5
months to
5 months

August 14, 1796

Cuts ordered since Juiv

Where did the
incumbent co

Terminated
August r

Lay off 3/29

Sumped down
Jr. oerscn

nr.?n-

_eave vvan;

recuce . jv

reduced ray
beginning
September .5

reduced pay

Total

istrmatec
Savings (in
Thousands)

32.9

approximately 15 percent of the

staff

of necrarive effect on their oav.

have had

oneor
.eSser oecrree

-Cs

Q. Hew does that revenue savings corresocnc 00 ohe esttmaoec

revenue
expected oo take

cuts or.e

snare-side
in response 00 current fur.dir.c cuts;

DCTSPF

coeraticr.s



The Department of Transportation and Public Paciiitias
was required to take an overall 15% cut in the operating
budget. IfT each element within the Department had been
required to absorb that degree of cut the AMHS service
and employment would have been severely crippled. 3y
allocating total DOTSPF resources AMHS initially took
approximately a 10% cut while the rest of the Department
abscrbed the rest. Impacts cf this funding level would
have 1included 1laying up the Columbia indefinitely and
dropping one main line ship from winter service to
southeast. When presented to the Governor this was
considered unacceptable and he restored S2 million to
taka the COLUMBIA cut of layup and put cn schedule to
taka advantage of the busy season. This meant that AMHS
took approximately a 7% cut while the rest of the
Department took an 13% cut.

May we have an official statement ccnoerninc Mr. Black"s
33 3- 14

duties as Director of
Operations on July 16. re has been assigned seme
technical projects to work cn prior to his final day at
work on August 15.

What transfer of job functions ."ill this represent?

There are no plans to refill the position at this time
nor has a decision been made as to whether or not it will
be refilled. In the interim, I am taking c¢n the
responsibility of the Division and am relying heavily on
the Port Captain, Port Engineer and Passenger Services
Manager for day-to-day operations.

Who has access to our reservations system and to cur
standby reservations and wait lists? What Kkind cf
oonfidentialitv can we extect in recard to crotectinc cur
reservations rrom aemg raicec by private enterprise?

All AMHS terminals have :

System (RMS 11). Vista *

travel agency with access

operational 1in late June 1986. Because of the spe .ial
equipment requirements and technical didficulties
oxcszzencsc when we were
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10.

11.

12.

Vista Travel "on-line” | believe it would be almos-
impossible for an unauthorised party to gain usabls
access to RMS -II. I have heard many rumors thas
"STARDANCER"™ has access to RMS 1. I den"t believe at.

I have heard stories that "someone made a reservation o.
AMHS ana was immediately called by STARDANCER and of fere.

a better deal". I would 1like to talk to someone chis
actually happened to in order to attempt co reconstruce
what happened. The only possible connection 02
STARDANCER to State of Alaska "lists” | am aware of is

the fact that the Division of Tourism compiles a compute-
list of all oacole who resccnd to their Vacation Plar.ne
guestionnaire ana mcicace c.ney wcu_c rcnscaer visitor.
Alaska by "ferryliner”™ and chis list 1is available fTn
sale to any firm wishing to purchase it.

What were the exact figures on passenger ar.c vehicle
reservations made for the scecial Excc sailir.c of che M/V
MATANU3KA?

Southbound Northbound

Rassencers 159 147
venicj.es «

At no time was either sailing booked full and there is no
reason cotentiai oassencers should have been told it was

full.

Exactly hew many reservations were made for Alaska State
Government officials and dignitaries?

One. A reservation was made for DGT5RF Commissioner
Knapp with the hope that he would be available to make
the trip and present a letter from Governor Sheffield to
Che "Counsel General of Che Expo”™. Other State business
prevented Commissioner Knapp from making che crip and
Captain R. M. Johnson presented the letter frcm the
Governor.

Were Governor Sheffield and It. Governor McAipir.e
scheduled to sail on that special Expo trip.

No.
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Exactly hew many passengers actually showed for the
sailing? How may vehicles?

Southbound Northbound
Passengers 75 75
Vehicles 10 17

Please give us the exact amount collected on the cancel —
lation fees.

None. All passengers who paid in advance made one trip.
Since there were numerous staterooms and car deck space
available for additional passengers desiring o0 make

reservations the manifests were net purged of those who
had not paid.

How much revenue was expended cn the Expo sailing?

The M/V MATANUSXA was operating on the Seattle route,
Tuesday sailings. On May 20, the M/V MATANUSKA called in
Vancouver, 3. C. instead of proceeding on south to
Seattle, therefore the only additional ccsts of the "Expo
trip"” were those incurred directly as a result of calling
in Vancouver. Those costs were as follows:

Agency fee Canadian
Pilot Canadian 2,017.55
3erthage Canadian 2,700.13
Miscellaneous Canadian

and U.S. 595.52
Total U. S. 34,935.55

Please give us a complete description of the complete
Expo advertising campaign and its cost.

No money was budgeted or expended cn special advertising
for the Expo sailing. Maximum advantage was taken cf
radio public service announcements, press releases and
media interviews, all at no- cost to AMHS.
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17. Q.
A.
13. Q.
A.
19. 0.
A.
20.

A number of questions were asked concerning repairs and
upgrade to the Haines and Skagway docks with the
implication that these were undertaken by AMHS in order
to accommodate STARDANCER.

I will deal with Skagway first. The City of Skagway
obtained a grant from the Stare of Alaska to improve the
ore dock to accommodate SUNDANCER. AMHS had no part 1in

that grant. The Haines transfer bridge and tower were
cld and in need of replacement just as the Petersburg and
Wrangell facilities were. Replacement: of the Haines

facilities was budgeted in FY 31. Design specifications
were completed and received FHWA approval in January
1981. The projeer was advertised 1in November 1933 and
construction began March 5, 1934. This dock was desirned
for AMHS vessels only. The STARDANCER was modified co
fit Haines rather than the other way around, and for cne
record STARDANCER pays approximately SI,1C0.00 per hour
to use the Haines dock on a net to interfere basis wich

Who authorised the solicitation cf AMHS traffic in line

for boarding AMHS vessels by McDonald Enterprise/Sundance
Cruise lines? Who authorised their use of the Haines
terminal building for the same?

No one. In fact the State Terminal Tariff prohibits
their use of our building. When it was brought to my
attention chat chis was happening, | immediately had it
stopped.

How much of the Haines deck was federally funded? How
much was State taxpayer funded?

Haines terminal project

State general funds 3 159,591.91
FHWA funds 1,245,535 .09
Total S2,406,225.00

Was the M/V COLUMBIA instructed to priority-load Juneau
vehicles out of Haines during the summer cf 19357 =V-
who authorized it and for what reasons?
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A.

There were no changes in standby loading procedures
ordered for M/V COLUMBIA or any ocher vessels out of
Haines last summer.

Was the M/V AURORA instructed co lead only
Ketchikan/Hollis traffic out cf Prince Rupert during the
summer of 1985?

Mo . IfT there was space available after loading all
reserved vehicles, standby vehicles would be leading in
their order on the standby list.

Why have you not i.niciated an additional flyer inclusion
on all tickets ir.dicatinc a casser.cers

This may be a good 1idea as the data would be useful. We
do have data on passengers disembarking ac Haines and
Skagway but we do net have final destination. Presently
there is no staff time available to compile the data
because of other higher priority work and reduced staff.

What was price per gallon for fuel in Seattle ar.d Skagway
during the time M/V MALASPINA was cn the Seattle run 1in
the winter of 19857 (December 1934, January and February
1985) . How much fuel did M/V MALASPINA purchase from
each facility during that time?

Price Amount Purchased
Skagway .919 gal 203,193 gals
Seattle .733 gal 202,549 gals

The M/V MALASPINA is required to fuel in Skagway for
stability reasons.

What 1is being done to publish and promote the life saving
and waterway safety contributions of the Alaska Marine
Highway vessels.

IT the press has not already covered the story a press
release 1is prepared. In addition, articles are carried
In the DOTSPF newsletter In Transit as aoorocrtate.
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May we have a complete list of all rescueoperations by
AMHS vessels, all records of assistance to vessels in
trouble, ana all contributions made by AMHS vessels in
the area cf public waterway safety?

Mo specific record is kept ether than the entries in the
ship®"s logs. Complete retrieval would require
prohibitive efforts.

Me would greatly appreciate receiving a full and complete
selection cf personal and/or community commendations
which exist. (In the area mentioned in Q. 25.)

Mo such file exists. As such letters and/or
commendations are received, they are sent with a
forwarding latter to the vessel Master and/or individuals
as appropriate. An example 1is enclosed.

Please give us a description cf the Seattle phene
reservation system from 19S2 to the present.

In 1982 and until December 1984, the Seattle office had

four taleracne reservation clerks. Reservations were
centralised 1in Juneau in December 1984 and toil free
lines from both "outside" and within Alaska were
established to the Juneau office. The Seattle

""reservationsI office was closed (the terminal and
ticketing remained) and the four reservation clerk
positions were transferred to Juneau.

How many phone [lines existed at which periods of time?
When was the toll free 300 number 1installed? Hew long
was it in existence and how much did it cost? When was
it removed, hew many non-toll free lines were 1installed

When the Centralised Reservation Office was established

in Juneau 1in Decemner 1933 it was set up with two Alaska-

only toll free lines, four "outside"™ toil free lir.es and
nes. The itLl free Ilines were

iascontinued in April 1936 because of budgetary

restrictions At that

“CIL. 39 L. and three

lines were instmilsed.. TWhe 1ictua_ bi__s card for the tell

free lines are as Tfollows:
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Outside Alaska
lines onlv lines
January 1985 S 4,512.92
February 1985 2,337.19 S 7,793.54
March 1935 4,191.61 16,436.63
April 1935 5,510.93 12 ,507.36
May 1935 3,059.46 15,207.62
June 1935 7,714.36 15,307.52
July 1935 3,456.52 15,307.52
August 1935 5,323.009 17 ,253 .15
September 1985 4,431.02 15,264.00
October 1985 2,201.24 4,393.~7
November 1985 2,505.53 6,-15. 92
December 1933 R 2 * o
January 1936 "7/141.40 b 1
Februarv 1936 6,591.35 f-4* iJ2
March 1936 4,373.45 21,099.20
April 1986 101.32 23,546.09
May 1936 25,521.55
June 1935 29,342.40
"July 1936 23,531.00
379,566.30 3234,251.93

Josephine Emery was Director of Marketing for whan period
of time?

Mrs. Emery was Director of Marketing and Services from
January 19*34 until May 1936 .

Could you please give us a description of her duties as
Director of Marketing?

Her primary responsibilities 1included managing a 34.7
miilicn operating budget along with the development,
revision and communication cf policies, rules ar.d
procedures for the promotion and sales of passenger,
vehicle and stateroom space on the system which carries
approximately 370,000 passengers and 100,300 vehicles.

She participated in the tourism industry 0 promote
travel on the system, monitored ccmmunicy needs and
crocable effects c¢f chancinc scr.ect.as or caoacirv;
monitored oassencer services cn vessels? and resounded to

SWitits*
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She also supervised 65 employees, located in 13 offices
and terminals in Seattle, Washington; Prince Rupert,
3. C. and Alaska. She was responsible for publication
and distribution of seasonal schedules and acted as
project manager for the development and maintenance of a
second generation computerised Reservation Management
System (RMS 1,1) .

What were her accomplishments as Director of Marketing?

She was Project Manager for the development of second
generation Computer Reservation Management system;
centralised and increased reservation sales office hours.
Introduced toll-free numbers and introduced electronic
call distribution system in central reservation office to
assist planning for proper staffing, monitor efficiency
and provide necessary data for future staffing levels;
timely publication and distribution of printed schedules;
employees in uniforms to 1improve Alaska Marine Highway
system image and assist in public identification;
coordinated promotional programs with the State Division
of Tourism? and served on the 3oard cf Directors of the
Southeast Tourism Council and Juneau Convention and
Visitor 3uraau.

Please give us a brief history of her prior marketing
experience.

1973 - 193C Instructor - Tanana Valley Community
College. Instructed three credit course -
"*Fundamentals of Transportation™.

1974 - 1973 Manager, Passenger Services and Sales. Wien
Air Alaska, Fairbanks.

19(51 - 1974 Supervisor, Marketing and Sales - Western
Airlines. Seattle, San Francisco, Retohikan
and Anchorage.

How much was the advertising budget for FY 32 through FY
367
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it printmg anc acver
36 was as follows:

FY 32 121.7
FY 33 149.4
FY 34 177.7
FY 35 125.3
FY 36 151.4

ceneral breakdown of
FY 35 and FY 36?

FY 35 breakdown: Summer ana Mincer schedules printing
390,000; tickers 320,000; miscellaneous printing and
print: advertising 314 ,000.

FY 36 breakdown: Summer ar.d Winner schedules printing
5100,000; tickets 520,000; miscellaneous printing, photo
contest and print advertising 31,000.

Who decided to implement the cancellation fees?
I did.

Do you think the cancellation fees are particularly
unfair during the busy summer months when the rooms, in
particular, can be resold and bring in their expected
revenue?

Mo, I do not. The cancellation penalty 1is a tool to
encourage people who change their mind about traveling to
cancel their reservation in order that we may then offer
the space to someone on our "wait-iisc", a new innovation
which allows our reservation®s center personnel to
confirm reservations for people on the wait-list as
cancellations occur. This 1is 1in contrast co the standby
list which only allows people in che terminal to board if

there is a no-show. Before the penalty individuals were
not cancelling their reservations causing the computer to
show the vessel ""booked solid". Other potential
passengers then could net make reservations and when the
person with theoriginal reservation 'no showed™ we
sailed withlight loads.Staterooms almost always are
filled on board by "cabin standby™, passengers, but
others may havedecided not to travel because of

non-availabillty of confirmed oar deck or stateroom
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For exactly how many years was the no-charge stopover
option available?

Staterooms have always been charged on a trip segment
basis. This is the first year trip segment fares have
been charged for other classes of fares.

Who decided to discontinue this attractive travel
incentive?

I did to help cover seme of our costs during a year when
operation of our vessels was direct!"/ tied to earned
revenue for the first time.

Could you please give us the cost increase figures or. a
fare from Seattle/Skagway with stops in Ketchikan,
Wrangell, Petersburg, Juneau and Haines as opposed to a
through fare?

Trip Segment Fare Through Fare
Sea-Ktn 133 Sea-Scv 203
Xtn-Wrg 22
Wrg-Psg 14
Psg-Jnu 36
Jnu-Hns 13
Hr.s-Sgy 10
Total 233 Total 203

Are you considering
through fares?

Yes, either through eliminationof or by lowering the
difference in costs.

May we have a list of private organisations that the
State has contracted with for Ilabor with their physical
location and address?

AMHS  has contracted on occasion for specific jobs when
cost analysis has shown contracting out to be less
expensive. Specifically, the M/V MATANUSXA staterooms
were cleaned by Coast Janitorial Service following the
reencininc of that vessel in Portland. The contracted
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job cost $3,230.00. The Chief Steward has stated he
needed 10 stewards to do the job which would have cost
$21,913.00 per diem and. wages (minimum guarantee
included) and $376.70 in travel cost. The cost avoidance
was approximately $14,064.70. Additionally, a contract
has been signed with a company, Wright Service, 00
provide assistance 1in cleaning staterooms cn the vessel
turn arounds 1in Skagway. The contract calls for a cost
cf $6.25 per room. This 1is measured against the cost cf
"turn around" stewards frcm Juneau to Skagway to Juneau
and the overtime plus the [limited time in port. This
program has been accepted by Chief Stewards as necessary,
especially when there is [limited turn around time in
Skagway . Other ccntraco.- are entering 1into only if
specific cost avoidance can be shown.

How much was spent on contracted Ilabcr 1in 1334, 33 and
367

This information 1is net readily available. As staff time
will allow the answer will be researched and the
information orovided at a later date.

How many "Comprehensive Plans™ have been done regarding
proposed operating plans for the Alaska Marine Highway
System?

The Alaska Marine Highway 1is currently developing a
comprehensive System Plan as recommended in the 1934 AMHS
Task Force Report. It is scheduled to be completed this
fail, and to my knowledge this is the only comprehensive
plan developed in recent history.

The Southeast Region of DOTSPF has a Southeast
Transportation Plan developed in 1930 that address AMHS
as well as other modes of transportation in Southeast
Alaska. It was updated earlier this year. It is a plan
that addresses transportation from aregional aspect and
dees not go into detail nor does it address all the
aspects that the AMHS System Plan wiil include.

Is the AMHS System Plan PolicyWorkshop report vyet
another "proposed comprehensive plan"?
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A.  Mo. It 1s a small portion of che System Plan
development.

Sincerely,

$
Jge D. Camp ~
Dr7uty Commissioner

copy of August 2, 1986 Coalition letter
enclosed

The Honorable Robert H. Siegier, Sr.
Alaska Scate legislature

The Honorable Jim Duncan
Alaska State Legislature

The Honorable Richard 1. Sliason
Alaska State Legislature

The Honorable Peter Cell
Alaska State Legislature

The Honorable 3en Grussendorf
Alaska State Legislature

The Honorable Mike M. Miller
Alaska State Legislature

The Honorable Bill Ray
Alaska State Legislature

The Honorable John Sund
Alaska State Legislature

Xaren Hofstad, President
Southeast Conference

R. J. Xnapp, Commissioner

Le.n Laurance, Chairman
Governor®s Task Force

The Honorable Robin L. Taylor
Alaska State Legislature

1986

under
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Al TUCATIUIIS HEMS GEMERAI FUIIO OIER fuuYs 1

SIAIEINDE I'UHS, PROGRAMS. AMO BUILGEL A

FI Alls, PROGRAMS AMD BUDGET (11 POSUIOIjS) 1,471.100 5
SIAIL'UIDE AVIAI10M PLAMMIMG (A PUSIITUMS) 2AS.B00 6
oiaieuiue 8151*89!! 1
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PLAMMIMG (1B POSIIIOMS) 941,600 m

CEMIKAL ~ KEGIUII DESIGN AMD CONSTRUCTION 19
EilGIIIEERING MAIIAGEMENI (7S POSIIIOMS) A.9B7.100 20

CIP PROGRAM (S21 POSIIIOMS) 22.BSU.200 21
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AOILIMISIRAIKIM (1B POSIIIOMS) 66A.AUO 26
AMCIIOHAGE II1IERITAIIOMAL AIKPORI i 20.110.100 20.110,100 27
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(in millions)

Source of FY36 FY37 FY37 FY33 S Change

Funding Authorised Authorised Revised Gc *ernor”'s FY37 Rev.
Reques t* to FY33

Gen. Func S177,3 5151.4 S143.4 31" 1 (513.3;

Other Funds 115.2 113.5 113.3 122.1 3.

Dept. Totals S294.0 5279.3 ~ ot 2 5245.2 <§15. 0>

% G.F. Change <0.4>% <3.2>-% <U.2>%

From Previous

Year

m"Excludes 55.2 million switch to user fees for Dalton
Highway toll charges.

General fund decrements totalling 521.1 million and cne general
fund increment for 51.3 million for Marine Highways Risk Manage—
ment 1increases have been accepted by the Governor. This 1is a net
reduction of S13.3 million for the Department of Transportation
and Public Facilities (DOTsPF). This yields a 13.5% departmental
reduction from the FY37 Revised general fund budget. Please note
this 1includes a net reduction of approximately 14% for the Alaska
Marine Highway System (AMHS) and a 13.1% cut for all remaining
DCTSPF general funds.

In addition, it is proposed that S5.2 million be changed from
general funds to user fees to reflect operation of the Dalton
Highway as a toll road. This would bring the general fund (GF)
reduction to S24.5 million, or 17.1% of the Department®s FY37
Revised GF budget. However, since this proposal would require
separate legislative action this funding change is being consid—
ered as a part of the proposal for new legislation rather than as
a part of the Department®s budget.

Excluding the AHMS, and the Dalton Toll :roposai, a general fund

level of 534 million 1S orcDcsed. This 12.1% reduction 1In FY33



would mean Chat units of the department other than AHMS have oeen
reduced by 35. li since the FY36 authorized Gc budget.

A net reduction for the general fund portion must be viewed in
light of the overall impact to revenue from cuts to the AMHS.

The AMHS has a FY"37 general fund revised budget of approximately
$60 million and a subsidy level of about $30 million. We have
identified the impacts from reducing the subsidy level by about

So million, which results in a total reduction to the AMHS gener—
al fund budget of abort 33.4 miilicn due to revenue cuts.

MAJOR HIGHLIGHTS

The foliowinc deoicts the maicr imcacts Tfrcm adootion of these

(1) Elimination of ail state maintenance on nearly 1,500
miles of roads currently cn the state maintenance system
that are not considered che highest priority routes, or
do not require minimal maintenance efforts due to in—
vestment of federal Tfunds;

(2) Elimination of all maintenance except for minimal safety
repairs and physical highway protection (which adds a
hidden cost for increased legal liability) for approxi—
mately 300 miles of highways that are net priority
routes, but have federal investment requiring continued
state efforts to protect this investment;

(3) Reduction of maintenance funding by another 3% on the
remaining 2900 miles of reads, which means a total
reduction well in excess of :.s:. for maintenance and
operation of these facilities in less than 13 months;

(4) Elimination or reduction of airport maintenance by over
7%, with particular emphasis on daytime operations only
and major reduction of winter maintenance at certain
airports statewide;

(5) Substantial reductions in Marine Highway service includ—
ing unmanned layup of 5 vessels for a total of 29
months. This will affect at least 230 crew members.
This leaves the Southeast system with no chance to
summer service, but only cne mainline vessel and cne
feeder vessel for the other 3 months of the year, and
the Soutnwest system with single vessel service for 5
months and no service for 2 months during the winter.

Is) Institution of a toll or "k¥es - ..-.eme of aporoxir.tta e
iy s"iuwu per trip, per 13-wheeler for commercial use of
the James Dalton Highway north of the Yukon River, wnicn



may lead to eventual closure due to inabLiitv to recover
adequate fees;

(7) Elimination of maintenance for campgrounds, rest areas,
turnouts and waysides, land fills,"and litter pickup for
state highways to preserve funds for essential*M&oO
functions; and

(3) Reductions in facilities maintenance including janitori—
al services for state buildings from 5 to 3 days per
week, grounds-Keeping, and clearing of snow and ice from
sidewalks and parking areas.

The impact to highway M&C is particularly troublesome when viewed
in a longer term context. Since 1930, DCTiPF"s resccnsibiiities
have grown over 10%, while available real dollars have decreased
by nearly 30% under the FY"37 revised budget.

Tc gain additional perspective, consider the likely effects of
the FY"37 reductions already taken:

(1) Little preventative maintenance anywhere on the system,
which means little highway crack sealing, patching or
resurfacing.

(2) Traffic services such as snow plowing, striping, and
pothole patching can only be performed on a priority
basis, and roads to recreational areas and low traffic
rural and suburban areas can be plowed only if time
permits; and

(3 Routine summer maintenance will have to be eliminated or
drastically curtailed if extraordinary winter snow and

ice conditions occur.

Following the M&O cuts in August 1936, it is no longer possible

to cut further on the basis of a straight percentage decrease
across the entire system. Instead, 1ic has been necessary to
structure further reductions on a programmatic basis by classify—
ing che highway system as follows:

(1) Category 1I: Priority routes that provide che incrastate
connecting system between the population and economic
centers, airports, and major harbors, thereby covering
Alaska®s fundamental transportation links.

(2) Category 11: Routes where the state has invested suffi—
cient federal funds to contractually bind us to provide
a minimum level of maintenance rn >aai I mr.ii’”>
service life of the constructed improvements.



(3)Cacegorv 111I: All other routes that the state currently
has on the state maintenance system.

We  have further differentiated the importance of state efforts
for maintenance into eight groups. These arein increasing order
of importance (1) snow and ice control on Category 11l reads
within organized governmental units; (2) all activities on Cate—
gory 111 roads within organized governmental units; (3) snow and
ice control on Category 1l routes within organized governmental
units; (4) snow and ice control for Category 11l routes outside
governmental units; (5) snow and ice control on Category 11 roads
outside governmental units; (5) all activities on Category III
roads outside governmental units; (7) maintenance at 30% of
historical levels for Category Il roads within governmental

units; and (3) maintenance at 30% of historical Levels on Catego—
ry Il routes outside governmental units.

The basic assumption 1is that a currently organized governmental
unit would be better able, and prcoably mere likely, to assume
maintenance respcnsioiilties for routes within their boundaries
than people outside of a governmental unit. Please note this may
require legislative action to grant read powers 1in certain oases.
This also recognizes that for many routes in rural areas there 1is
net an 1identifiable user group to assume this responsioility. We
have also assumed that while snow and ice control is important,

it is less critical in the long run than basic life/safety and
structural maintenance efforts, partially oecause of our agree—
ment with the Federal Highway Administration (FHWA) to prevent
highway deterioration.

While we tried to structure the decrements in increasing order of
importance, and with as much individual selection as possible to
allow decisions other than simply "take it or leave 1it,"” it 1is
important to underscore the radical and severe nature of these
proposals. First, these cuts have been prepared on top of other
drastic cuts that we"re currently managing, "with cost data gaps
regarding current performance. Second, there has been no public
involvement to review and legitimize the methodology. Third,
there may be administrative code and federal legal constraints
hindering or preventing implementation of some of these propos—
als. Finally, there is probably a hidden cost of increased legal
liability frcm implementing these proposals, which needs to be
scrutinized.

AVTATION/3CJILDING MAINTENANCE & OPERATIONS

The ?Y*37 aviation cuts have also severely curtailed preventative
maintenance work, such as runway crack sealing and patching.

Snow and 1ice removal may net always occur, depending on avaiiaole
manpower. Certified airports may ncc be open for all scheduled
flignts if safe operational conditions cannot be provided, or if
ovaof" 1P nnr fn nrwriHa —4Cni1el- a 1 a
(CFR) services. Additional curtailment of routine summer mainte—
nance efforts mav also occur.



The proposed FY"38 decrements reduce these efforts further, and
force more service elimination. Elimination of winter mainte—
nance may force operators to perform their own snow control or to
switch to a different airport. Seductions or elimination of CFR
activities may restrict the types of aircraft now using certain
runways. Specific impacts include the winter closure of Nome®s
North/South runway, and service reductions or eliminations at
3arrow, Umiat, Northway, Betties, Tanana, Unaiakleet, Talkeetna,
and Kotzebue. IT significant cuts are pursued in the aviation
M&0 area, more work is needed to ensure an ecuitaole level cf
service reductions statewide.

FY"37 reductions for building MSO have meant that efforts on
heating and ventilation components have been limited to emergency
repairs. Considerable deferred maintenance continues to accrue.
Any ?Y"33 cuts would further exacerbate these proclems.

ALASKA MARINE HIGHWAY SYSTEM.

To dace the AMHS has net incurred any substantial reductions in
available general funds, although there have been service reduc—
tions to offsec cost increases. Since che AMHS"a portion cf
DCTiPF overall general fund budget is about 4C%, it has become
necessary to scrutinize all components carefully and to propose
ways to achieve significant general fund reductions to accommo—
date your request.

Since the AMHS is a transportation entity that generates revenue,
the true cost to the state is not the total general fund appro—
priation, but 1is the net general fund cost or subsidy. Accord—
ingly, we have proposed three sets of decrements to reduce the
net subsidy by about S3 million for FY"33. Although we have not
structured our proposal in this fashion, we believe serious
consideration should be given to changing the current budget
method to provide program receipt authority to expend generated
revenues, along with the general fund subsidy needed to achieve
the selected service level. This separation in funding would
make it clearer to all concerned there is a revenue asoect to the
AMHS .

The following depicts the specific impacts from reducing the
subsidy level Dby S3 million":

(1) Reouce M/V MALASPINA service by four months. Reduce M/V
Taku service by six months. Both vessels would be
placed in unmanned layup. In combination with the
already scheduled layup”of the M/V COLUMBIA for six
months and the overhaul ceriods for every ship, tms
will leave only one mainline vessel in service frcm

-— 0™ r.iloy .m.uert co oKjuivdy _cr eignu ...wiitass 0.
the year. This will 1impact approximately 1°* crew
memoers during this period.

5



(2) Reduce M/V AURORA service by Eour months resulting in
single feeder vessel service 1iIn Southeast for eight
months of the year versus the current four month period
The M/V CHILXAT would increase service oy four months i
supplement service between Ketchikan and Prince of “vale
Island.

(3) Reduce M/V BARTLETT service by six months. The M/V
TUSTUMENA will provide service for the entire Southwest
system, resulting in general service reductions in the
winter, particularly between Valdes and Cordova. There
would be no service for two months during the winter.

There are several key assumptions under each scenario. The basi
intent is to maximite service for Alaskans, at the expense of
tourist business if necessary. Although no service or cost
saving assumptions have been included for eliminating Seattle
service since current data is inconclusive, we intend to continu
reviewing this option as a means to improve service for Alaskans
without increasing the subsidy. Another key assumption 1is that
it would be more cost efficient to maintain the same level of
summer service for the entire IP37 summer before instituting
reductions. This 1is because of (1) the FT"37 oudget authorizes
initiation of this level; (2) these are the high revenue months;
(3 we have already published our schedule and are accepting
reservations; and "(4) it would minimize the impact from imple—
menting cuts immediately. IT earlier implementation of service
cuts 1is desired, we can analyze this further.

we have not made any assumptions regarding possible savings to
minimize service cuts by fare increases. Further work is needed
to ascertain what service level savings can be obtained without
increasing the subsidy, although we believe there are some pcssi
bilities here. Finally, no assumptions have been made about
further savings from negotiating wage and benefit concessions or

crew size reductions, or through major streamlining of the admin
istrative side. Please also note there 1is an increment to fund
additional risk management expenses not covered in the current
base budget, which if net funded will cause a further reduction
in service.

It is important to underscore that the proposed service cuts are
not "set in concrete,” but merely a general sense of what servic
levels would be by reducing the subsidy level by S5 million. Cn
the other hand, our current review of available data suggests
that changes fairly close to these would be needed to obtain the
targeted level of savings. The AMHS 1is a difficult entity to
analyze correctly to achieve the savings we believe can be made,
wnile oceservinc essential servi <o i 'y #llt «i ~«
achieve major subsidy reductions will require more work together
to ensure we have a rational proposal.



JAMES DALTON HIGHWAY

While the Dalton Highway remains an important transportation
facility, we believe it is reasonaoie to consider covering all or
some of the high annual M&0 costs through a user fee cr toll
charge. This 1is net a new 1issue, as evidenced by the stace’s
success in including the special provision in Sec. 1113 of tne
Alaska Naticnal |Interest Lands Conservation Act, which allows the
charging of tolls without facing an ooligaticn to repav feesral-
aid highway money used to construct the road.

The primary user and beneficiary from continued operation are
North Slope oil producers and Aieyska. While it can be argued
that we"d be biting the hand that feeds us, and clearly there
would be some reduction 1in tax receipts because of the additional
costs, we knew of no covenant or agreement requiring continuation
of this support at cur expense. The Department of Law has ad-—
vised us that there may be seme changes to stace statutes needed
prior to initiating this proposal.

The- per mile MSO cost for the Dalton 1is higher by at lease 7rn
than for any other major rural transportation route 1in Interior

District. Further, it is worth noting that since state assump—
tion of this responsibility in 1973, we have spent about 350
million in state capital dollars to support this function. While

it is conceivable that the net effect over time might be closure
of the road because aviation and/or marine modes are selected as
the more economical means for support of North Slope oil activi—
ties, we believe these are exactly the type of hard choices
Alaskans are facing under declining revenues.

OQutside of the hue and cry from the oil 1industry, the other major
group negatively 1impacted would be the trucking industry, partic—
ularly owner-operators. We are sympathetic to this concern in
light of currently depressed conditions, but ultimately the most
cost efficient means of transporting goods must be used to main-—
tain economic stability and growth in Alaska. One answer, which
incidentally might also help address the general complaints about
"unfair” competition from the Alaska Railroad Corporation

(ARRC), would be an interim state assisted training program to
relocate trucking 1industry people into other job opportunities.
Another entity that would be negatively 1impacted if the Dalton
closed would be the ARRC since they new haul a fair portion of
this business to Fairbanks. It might be necessary tc contact
them to obtain an assessment of this imoact.

the Facilities component. In addition, we have requested an
increment for S.4 million in user fees to cover the costs associ—

ated with collection of the toll charges (-3 million woulc be the



annual cost, plus a one time cost of moving and modifying the
checkpoint facility). The proposed toll does not induce the
capital coats for resurfacing or major maintenance of this road.

ADMINISTRATION/PLANNING/DESIGN 1 CONSTRUCTION

During prior reduction reviews, ccnsideraole general funds reduc—
tions were obtained in these areas. A total of 30.53 cf general
funds have been cut in these areas between the FY"36 authorised
and FY*"37 revised budgets. For example, a ccnsideraole portion

of the reductions made to achieve the FY"37 revised budget were

in these areas, allowing AMHS and MSG cuts to be considerably

less than otherwise would have been the case.

Our decrements do include some additional general fund cut: n
the planning areas. Ctr.ervise, we ar ncc crocosmg_ anv tart ar
cuts at this time. It appears that siceaole “Vimninc has
already occurred. There 1is also a potential proolem of maxing
reductions to the point that we face proolems with the FHWA and
Federal Aviation Administration as to whether we are maintainine
sufficient state funded management and administration to con ti.nue
qualifying for federal highway and aviation money. Finally, we
do net want to propose any cuts in the administrative or account-
i.ng side -at least until we have a better handle on the magni tude
of those problems, and the level of resources needed co fix them.

Cne change 1in the transfer area warrants mention. We are propos—
ing to raise the State Equipment Fleet (SEF) fixed fee rate frcm
513 of the budgeted FY"37 rate back to 723 of that rate. This
race was dropped as a one-time cost savings measure-for FY®"37,
with an understanding that the rate would be re-instated to keep
the Highway Working Capital Fund fiscally sound over the long
term. It is our intention to maintain the 723 rate level for at
least the next two years, and then reassess what, 1if any, addi-—
tional adjuiitmerts are needed, particularly in light of possible
reduced need for equipment due to other budget reductions. We
project this increase will allow us to meet vehicle replacement
demand, while maintaining a positive cash flew. This means
increased fee costs of about SI1.3 million for DOTSPF, which
reoresencs about 353 of the SEF"s business.

REORGANIZATION SAVINGS

through additional reorganisation and streamlining of currenc
operations, we are noc prena>-an cn arx, ir"inoes-,

at tms time.



The Commissioner wants to assess the overall operations cor a
period of time to ensure we don"t destroy valuaole portions of
the organization that are working well. It may be that some of
these savings won"t materialize until mid to lace EY"33 or at the
start of rY"39. Accordingly, we respectfully request an under—
standing that any savings 1in these areas will be given priori tv
consideration for use to restore reduced or deferred CCTaPF M&O
activity.

REVENUE GENERATION

One way to offset some of the impact of both the proposed EY"33
and actual ?Y"37 reductions 1is to generate more revenue through
our proposal to increase the motor fuel tax frcm 3* to lot per
gallon. We estimate this wiil generate approximately 520 million
in additional revenue. We recommend using this increase to help
local governments and communities to pay for the increased MSG
ccsts for those roads and highways removed from che state mainte—
nance system. There may be other ways to generate further re—
ceipts, such as airport landing and tie-dcwn fees, to offset
ocher reductions. We will continue to review these possioili-
ties.

SUMMARY

CCTSPE provides the state with numerous, essential transportation
services. There 1is no dcubt that transportation serves a criti—
cal economic role in a state such as ours. We fear pursuing
major cuts, particularly in highway ana aviation M&0, will only
exacerbate our current problems.

Accordingly, until we can develop some of these proposals more
fully, 1including greater acceptance by local communities of many
of these responsibilities, it is imperative that we carefully
analyze adoption of the large reductions we have identified, and
if possible, find other revenues to avoid drastic reductions.



OVERVIEW OF QUESTIONS ASKED BY HOUSE FINANCE COMMITTEE MEMBERS
DURING A PRESENTATION BY THE DEPARTMENT OF TRANSPORTATION.

Tuesday, January 26 1987, Commissioner Gutierrez and staff for
the Department of Transportation gave a budget presentation
and overview to the House Finance Committee.

Attached please find the Department®s proposed FY 83 budget
from the Governor®s office and an overview of the proposed
budget changes and cuts.

Much of the information presented at this meeting is in the
attached DOT overview report. Rather than be repetitive

I felt it may be helpful to update you on some of the
guestions raised by House Finance Committee members at this
meeting.

1. Why have such substantial cuts been made in the areas of
M s« 0 and to the Alaska Marine Highway System?

In 1935, major cuts were made in the areas such as
management and design and construction. No cuts have
been made in the AMHS and very minimal cuts, have been
made in M S 0 during the previous few years budget
cuts. Another point to consider is that when

leaking at the cuts made to AMHS these cuts reflect
cuts from the 1937 "actual™ figure and not the revised
figures - therefore, the cut to AMHS is actually less
than in other areas.

2. How did the department go about categorizing Class 1,
11 and 11! roads - were they categorized on a user
basis?

No. The department felt that if roads were categorized
on a user basis, heavily populated areas would®" have a
great deal more Class 1 roads than rural areas. Several
factors were taken into consideration including whether
the road provides freight transportation needs (Valdez
to Fairbanks), whether the road provides the only
access to the area, how many people live in the area
and numerous other factors where also taken into
consideration. The department feels that this

area is one that will need further consideration and
will ask for community input and advice from local

area DOT personnel to help prioritize the roads.

3. With tiie Capital Projects Cleanup, why can"t we just
get a computer print out of the total number of
projects currently authorized? Then, compile a
list of those projects that are physically under
wCHC wlTaCW4>Cu ¥ WW mammG W j w
over again with all other projects so that are
books and information would be correct and so
that the problems with the Federal Government Highway
on reimbursement of Federal dollars could be overcome?
How long would it take to get this list?



It would be possible to compile a list and have

it available in a very short time, 3-5 days. The
department feels this would be very inaccurate as
the problem is with billings not being made to
projects. Therefore, it would take some time

to figure out what monies had not been billed to
projects and get the paper path moving along.

Also, some projects are in the planning and design
phase, some are under construction, some have

been completed and require outstanding bills

to be logged in before the project can be closed
out. Because of the methods used for billing to
the projects and the way in which project tracking
has been done, the department now finds that there
are currently thousands of projects that are 1in
question.

Because of the poor accounting system information
requested on projects before 1935 is difficult

to provide accurately. The cider

the project, che harder ic becomes co provide
accurate information.

As of 6/30/35, the capital projects clean up list
identified each project and the stacus of the projecc.
When the department changed over to the new state
accounting system this information was not recorded.
The departmenc is currencly working on correcting
the problems that exist.

Mr. 3cb Poe has been hired to head up this project

and the department is currently working on:

1. Correcting the Federal billing syscem problem.
At the present time all bills submitted for
Federal reimbursement receive a manual audit
from the Feds before reimbursement 1is made.

This 1is partly due to previous incorrect
billings and also an inefficient systenm

for compiling the bills.

The department 1is in che process of requesting
proposals for putting in place a system that
will adequately perform all FHWA billings.

The contract should be awarded within 45 days
and the syscem should be in place in 6 months.

The departmenc 1is also bringing on board two
C.P.A."s to help set up and administer the
new accounting system.

Is there statutory language changes required co tun the
Dalton Highway into a toll road? |Is there anything that
pravents turning a read chat received consideral Federal
runes into a coll road?



Based on discussions with the Department of law,COT
believes it advisable to amend As 19.40 to make it
clear this arrangement would be legal, therefore yes,
an amendment to the AS 19.40 would be required.

The State of Alaska has a specific exemption from
the requirements under Section 11.13 of the lands
bill and relieves the state of any requirement to
repay Federal monies used to build this road.

On the three tier maintenance program plan,is there
some kind of legislation needed to establish a tier
reduction program rather than the usual pro-rated
reductions usually implemented?

The Department would like to investigate this further,
As Mr. Hickey sees it now the statutes provide che
Commissioner with a great deal of latitude co make
these decisions. The department has administrative
procedures in place as well as regulations which
require the department to receive public input and
recommendations however, at the present time it

does not appear that anything legislative would

be required.

This will need to be looked into further.

You refer to an increase in legal liability because
cf the reduced maintenance, could you explain
further?

The Commissioner stated the department will have to

state the level of service it will provide. He feels

that if in fact,a road is open,there is a responsibility
to provide a minimum level of maintenance on the road.

The Commissioner is not sure what this level is and

he feels the department will need to consult with the
Attorney General®s office for legal direction. However,

he has raised the question and feels it must be addressed.

How will user fees on the Dalton Highway affect the lift
axle? If the axle is on the truck would there be a

toll for this axle? How is the department addressing
the overall lift axle question?

In terms of the toll charge, if the axle were down and
used for weight carrying purposes, it would be charged

at the same level - 5100/axle.

As far as the question on regulations, the department has
suspended implementation of the regulation to give the
department and the legislature a chance to lock at some
of the issues. There 1is considerable controversy about
some of the issues and, frankly, with the rapid change in
economic conaicions this issue may require recninxing

on how to phase 1in a proposal. The department still has
some basic concerns. There are a lot of concerns about
the safety of using the lift axle, the test performed

by the department would suggest they are a problem and
many drivers have stated to the department in hearings
that they are a problem.



Enforcement is a problem because they are used for
weight purposes at the scale houses and then in
order to avoid wear and tear they are not used.

The department is looking at a new proposal that
would allow for lift axles to continue under certain
conditions such as Washington has just done.
Steerable as opposed to fixed

Certification frcm the manufacturer that they are
properly guaged to carry the weight they are
carrying

Controls on the outside only

The department is still looking into this but feels
this type of proposal may be acceptable.

Do you envision the $20 million revenue frcm doubling
the motor fuel tax coming back to municipal government
through some sort of statutory shared taxes or how

do you envision this? How dees the S20 million relate
to the actual cost of maintaining roads today?

The administration is going to propose legislation to
provide for the pass back of this mcnev. The total

M S C out talked about in Category 1 11 and ill is
about $10 million. With the cuts taken in the past
plus this years $10 million totalcuts in the past
few years in M 0 will total about $20 miilicn.

This therefore should be sufficient to offset these
cuts.

Who would have to pay for use of the toll read?

The proposal is a new proposal and has a charge for
light vehicles, this charge wouldbe lass but there
would be a charge for any user of the road on a
structured basis.

Where do you place schools in the three category
system?

It would be catagorized depending on whether the
school 1is on a route. If the school is on a category 1
route we would be looking for the schools to take
cn the responsibility.

DOT may have to reconsider this categorizing and
receive additional input.

Concerns were expressed by Senator Fischer about
the roads to schools not being open and yet

the constitutional requirement to provide
education.

DOT wiil have to consider this.

M Mkwa»~UkI«3 M i MU vWWwUdi += W4,
the state equipment fleet, state planning and
research and yet dramatic cuts are shewn for
M & 0. What are the philosophical goals of
the department?



The administrative sections, planning, research
and administration 1is roughly 12% of the overall
general fund dollars of the department budgec.
In FY 37 revised a large cut was made in these
areas and none in AMHS and very little in 0 & M.
The department would be willing to look at ihe
budget more closely as the figures shewn are

not ser. Until the department has a better feel
for things such as the Capital Project cleanup
they did not want to get rid of any available
personnel.
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CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. - A

HB 62

FISCAL NOTE ANALYSIS

During FY 84, the Department of Transportation and Public Facilities completed

a program of reorganization. Basically, the efforts were toward
regionalization of the Department and decentralization of themfunctions within
its operation. As a result, Marine Highway System became a “region” or a

stand alone operating unit headed by a Deputy Comm*si oner.

After almost three years of operating at thenew L!"el, theAlaska Marine
Highway System has shaken-down internally with planned organization
adjustments to ensure all functions previously accomolished outside the System
are covered. The current organization with a minimum of additional positions
would be required for iIndependent operation as the “Alaska Marine Highway
Authority”. The new positions required are identified cn the attached Request
for New Position forms.

No funds for the increased operation of vessels are being requested in this
fiscal note. Such an 1increase would require additional funds whether the
System is managed as an Authority or under the present organization within the
Department of Transportation and Public Facilities.

It is assumed the Authority would continue to utilize the State Accounting
System and other State computer resources, including those needed to support
our Reservations Management System. The requirements will remain the same
under the current organization or an Authority.

The following assumptions were made:
1. The legislation would take effect July 1, 1987.

2. The "Alaska Marine Highway Authority"s" time and attendance, personnel,
and leave accounting computer systems will be completed with existing
funding and will interface with existing State systems.

3. There would be an annual appropriation for full operating costs of the
Authority each year that would include all revenues generated (Program
Receipts) and a General Fund subsidy appropriation to cover the balance
of costs needed to maintain the currently budgeted level of vessel
operating schedules.

4. An inflation factor of five percent has been included for future years
beyond FY 38.

pass 0 f--—



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. —

5. The position of Deputy Commissioner would %e converted to Executive

Director and administrative supportwould be provided to
Directors by the existing staff and the additional

the Board of
positions requested.

Mo transfers of positions wouldbe made from theDepartment of
Transportation and Public Facilities.
6 - The Authority would continue to use:
A. State-owned office buildings.”
B. The State mail system
C. The State equipment fleet.
D. The statewide purchasing contracts (i.e. Tuel).
E. ""Shared™ communications lines.
F.Insurance, bonding, etc., as now supplied.
G. Legal services frcm theAttorneyGeneral®s Office.
7. The Directors of the Authority would meet an average of three days per
month, or thirty-six days per year.
DETAIL OF FY 38 CCSTS
MARINE ADMINISTRATION 3RU
Personal Services - 1 PFT Position S 53.3
Analyst/Programmer IV $ 53.3
Travel * 65.0
Transportation and per diem for seven 35.0
directors to attend monthly
meetings (3 days each in various
locations statewide)
Transportation and per diem for 30.0
Executive Director, section chiefs,
and other staff as required to
attend monthly directors®™ meetings.
Contractual Services 3163.2
Professional Services 3122.5
Transcription services for directors” 3 2.5
uiets | iny 6
Annual audit by CPA 20.0
Initial legal services 100.0



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. *

Contractual Services (Continued)
Communication

Local telephone service for new

position
Long distance telephone cost
Postage
Network connect fees for new
terminal

Advertising, Printing and Binding
Printing, photography, etc.
Advertising of directors®™ meetings
Initial printing of stationery

Rental for Land, Buildings and Space

Room rental for directors”
meetings

Other Expenditures and Services

Mail clerk services (to be
RSA"d to DCT&PF)

Supplies and Materials
Office & Library Supplies ,
Routine supplies for new position
and directors®™ meetings
Data Processing Supplies

Equipment

Office equipment for new position
Data processing equipment for new position

Marine Administration 3RU TOTAL

o

N O N
o oo

o g m
oNeoNe]

1.2

10.0.

2.0

10.0

20.0

-
N

10.0

5301.5



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. —&2

MARINE FACILITIES ENGINEERING 3RU

Personal Services - 3 PFT Positions 5134.4
Maintenance Worker |l S A4
2 Maintenance Worker 11s £3.0

Travel 39.0
Transportation and per diem for Maintenance 39.0

Workers to perform maintenance of
terminal facilities

ContractualServices 75.0

Professional Services 50.0
Environmental engineering, right-
of-way, EEO compliance, etc.
(Currently performed by DOT3PF)

Minor Repair and Maintenance 25.0
Minor repairs beyond the scope of
work performed by Maintenance Workers

Supplies and Materials 10.0
Repair & Maintenance Supplies 10.0
Structural materials and minor tools
as needed
Equipment 10.0

Outfitting of maintenance shop

Marine Facilities Engineering 3RU TOTAL 5253.4

pas B of *£
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CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution No. ~

SUMVARY CF FY 38 QCSTS

Marine + Marine Fac.
Administration Engi neeri na Total
Personal Services Jo .3 134.4 137.7
(1 PFT) (3 PFT) (4 PFT)
Travel 65.0 39.0 104.0
Contractual Services 153.2 75.0 238.2
Supplies & Materials 9.5 10.0 19.5
Equipment 10.5 10.0 20.5
Totals 301.5 + 258.4 569.9

Fy 39 QOSTS

FY 38 costs include an inflationary increase of 5" after deletion of the
following one-time costs:

Contractual Services (Marine Administration 3RU) $110.0
Initial Legal Fees S100.0
Initial Printing Costs 10.0
Equipment (Both BRU'S) 20.5



P93|t|on Title Analyst /Pro%ammer v No. o_f Positions Rangc/Slep 19/ Barg Unit
Time Sums Staff Months Location lilccliun District
PFT 12.0 o eluneau 07}
Justification
Type of BExpenciture Amount
1 2 3 Creation of an Authority would require data
%—n[y 40.(132 processing support services which are currently
nefits 13.271 : provided by the Department of Transportation and
Premium Pay y. Public Facilities.
(iher _ _ LI D
Tuljl Personal Services 2.3 This position will be responsible for systems
Travel maintenance and enhancement of the reservations
Ctmliaclual 2.5 system (<5 Il1) and other information systems
COLTBWanrl]:[[les 5 specific to the Alaska Marine Highway Authority.
in.5
Jhicr : ) Equipment costs include office equipment and
Toial Cost 66.fi necessary computer , equipment (terminal,

microcomputer, printer, etc.).

Funding Source for Total Coil

i inls (007
TEETTS 00
pcncral Fund 1004 66.8
ARcc:ipis 1006
CIP Reicipis 1061
Oilier

Dept, of Transportation and P.F.
Agency Alaska. Mari ne.-lILolIMayJAstcw
Reaquest For llUJ Marine Administration

N e w Position L. .
Component Administration




Poiwun tiiic Maintenance Worker 11

Time Status Staﬁ |\/|0n||u
PFT

Typi. of ESpendiiurc
1
Salary

Dencfiii

PremumPay 10 hrs oo,

Oihcr .
Tolal Personal Services

Travel

Conlailyal

Conuntdilies

L<luipni:nl

Qilie
Tolal Cost

Funding Source fur Tolal Coil

xaiiall

. 1003
ficucral Fund 1004
|Altocipls 1006
HP Receipts 1061
Qilier

Request For

N e w Position

No. of Pusiiiuns

Ranyc/Slcp

54/A

Barg. Unit

LTC

Locution Election District
12.0 Juneau 04
Justification

Amount
2 3 The legislation exempts the Department of
32.391 Transportation and Public Facilities  from
11.064 maintenance of the facilities operated by the

2,990 ~Authority.
4b.4 This position will serve as the lead for a
13.0 maintenance team required to service Alaska
-5 Marine Highway System terminals, building, and
-5 docks.

1.0

61.4

61.4

|
Dept, of Transportation and P.F.
Agency Alaska Marine Highway System FY 88
UIU) Marine Facilities Engineering PaC i of 10
Revised Dale

Component Engineering Management
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N . Vmm Jstification
T)pad:l'%frdiuc Aiait
2 3 Tre legislation @enlyts of
Is %ggg% Trans 9 tIOcr)]f Iﬁml faci tles F?Sé'é%éﬁs b)/frt% |
I , : I
i Biiney dl;) Ir's omiiQ 2,025 2oy -Authorlty
Tdd Fasod Savies 49.N Thi ' f iti
Tlaimﬂl : 13.0 lS o Ior%eer{;5 r ﬁgfr _ nﬁl ggﬁ?cepoﬂ%% _
. Ghialiies :g %llge Hgway System terminals, buildings, ad |
m 1.0
Tdd Gd 59.0
RrdrgSuee for Tdd G
FERERY 1
Cred Rud o 5.0
1ARIH(S 1006
AP Reas 1061
Qlier

Dept, of Transportation ad P.F.
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L lalic m » o m
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STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: b 62

REQUEST Publish Date:
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Title: 3Ct relating to ferries and ferry 3RU: Personnel
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REVENUE i Q 1
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.OTHER 0 1
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o O o o

0
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POSITION PAPER
HB 62

House Bill 62 establishes the Alaska Marine Highway Authority
as an independent public corporation for the operation,
management, planning and construction of the State"s marine
highway systenm.

Section 19.70.040 specifies that the authority shall hire an
executive director and may employ additional staff as
necessary. The proposed language clearly and appropriately
places the employees of the Authority in the classified
service. However, the status of the executive director and
legal counsel are not clearly delineated.

"The executive director and legal counsel are in the exempt
service under AS 39.25.110."

Also add another section to the bill which states:
"AS 39.25.110 1is amended by adding a new paragraph to read:

(23) The executive director and legal counsel of the
Alaska Marine Highway Authority."

The Department of Administration/Division of Personnel®s
position on this bill 1is neutral.

Diana DeSimone, Director

Date
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