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A l a s k a  S t a t e  L e g i s l a t u r e

CSHB 372 (Fin) would create a vessel replacement fund within the 
general fund which would allow money to accumulate until such time 
as the replacement of vessels in the Alaska Marine Highway System 
(AMHS) is needed.

Because of the large capital outlay that will be needed to replace 
vessels in the future, I feel that a funding mechanism should be put 
in place now to help ensure that the financial commitment the state 
has made to the AMHS will continue.

The state experiences many problems as a result of our aging fleet, 
including significant time when vessels are being repaired and thus 
unable to meet schedules. The Department of Transportation and 
Public Facilities (DOT/PF) estimates that the average age of our 
fleet is 22 years, with, the oldest ship having been built in 1963, and 
the newest in 1977. The cost of replacing smaller vessels may run 
from $17 to $25 million and estimates of replacing a larger vessel 
could run as high as $59 million. The cost of replacing the entire 
fleet could be an astronomical $270 million!

The bill passed by the House allows the legislature to also 
appropriate money *or this fund from program receipts received 
from the Alaska Marine Highway System, and from settlement of the 
Dinkum Sands and Amerada Hess litigation.

I I o u s e  o f  R e p r e s e n t a t i v e s

R e p r e s e n t a t iv e  F r a n  U l m e r  
M E M O R A N D U M
TO: Senator Lloyd Jones, Chair

Transportation Committee

FROM:

DATE: March 27, 1990

RE: HB 372-reiating to creation of a vessel replacement fund 
for the Alaska Marine Highway

District 4B — Juneau
P.O. BOX V • Juneau, A la ska  99811-3100 • (907)465-4947
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F i s c a l  N o t e  - H o u s e  B i l l  No. 372

T h e  v e s s e l  r e p l a c e m e n t  fund m a y  w e l l  be e s s e n t i a l  if A M H S  is to 
f i n a n c e  the c o n s t r u c t i o n  of r e p l a c e m e n t  o r  a d d i t i o n a l  v e s s e l s ,  as 
w e l l  as m a j o r  r e f u r b i s h m e n t  p r o j e c t s  for w h i c h  f e d e r a l  funds a re 
u n a v a i l a b l e .

T h e  m i n i m u m  c o s t  of a n e w  o r  r e p l a c e m e n t  v e s s e l  w o u l d  be at l e a s t  
$ 49 m i l l i o n .  This c o u l d  p o s s i b l y  b e  a M a l a s p i n a  c l a s s  v e s s e l  
w i t h  o c e a n g o i n g  c a p a b i l i t y .  In a d d i t i o n  th e l i m i t e d  e x p a n s i o n  
a l t e r n a t i v e  in the d r a f t  S y s t e m  P l a n  a n t i c i p a t e s  t w o  n e w  f e e d e r  
v e s s e l s  u n d e r  c o n s t r u c t i o n  in f i s c a l  y e a r s  1992 a n d  1994. The 
f u n d i n g  s o u r c e  c o n t e m p l a t e d  for t h e s e  f e e d e r  v e s s e l s  is t he 
F e d e r a l  H i g h w a y  A d m i n i s t r a t i o n .  H o w e v e r ,  o t h e r  s y s t e m  d e m a n d s  
f o r  l i m i t e d  fede ra l fu nd s  m a y  m a k e  t h i s  d i f f i c u l t  to fu nd  in a 
t i m e l y  manner. If t h i s  is t he c a s e  t h e  v e s s e l  r e p l a c e m e n t  fund 
w o u l d  be c a l l e d  u p o n  t o  f i n a n c e  t h e s e  vess el s .

T h e  s o o n e r  funds are d e p o s i t e d  in t h i s  acc ou n t,  t h e  b e t t e r  the 
s y s t e m  w i l l  be ab le  to p l a n  for n e e d e d  r e p l a c e m e n t s  o r  a d d i t i o n s  
to the fleet. A M H S  a nd t h e  L e g i s l a t u r e  n e e d  to e x p l o r e  the 
v a r i o u s  o p t i o n s  for a d d i t i o n a l  r e v e n u e  g e n e r a t i o n ,  s u c h  as r a t e  
i n c r e a s e s ,  l e a s i n g  of ass et s,  d i r e c t  a p p r o p r i a t i o n s ,  etc., w h i c h  
m a y  be a v a i l a b l e  to c a p i t a l i z e  t h e  fund. F u r t h e r ,  t h e  
o p p o r t u n i t i e s  for i n n o v a t i v e  p r i v a t e / p u b l i c  f i n a n c i n g  s h o u l d  be 
e x p l o r e d .

A M H S  has no c u r r e n t  p l a n s  to r e t i r e  a n y  of the e x i s t i n g  fleet, 
w i t h  the p o s s i b l e  e x c e p t i o n  of the M / V  C H I L KA T.  T h e  s y s t e m  w i l l  
be c o n t r a c t i n g  s u r v e y s  o f  all v e s s e l s  in th e fleet, e x c e p t  for 
t h e  M / V  CHILKAT. T h e  r e s u l t s  of t h o s e  s u r v e y s  w i l l  i n c l u d e  an 
a n a l y s i s  of the c os t s a s s o c i a t e d  w i t h  m a i n t a i n i n g  th e v e s s e l s  at 
t h e i r  c u r r e n t  s e r v i c e  l e v e l s  t h r o u g h  t h e  n e x t  t w e n t y  y e a r s .
T h e s e  w i l l  be c o m p a r e d  w i t h  the c o s t  o f  a c q u i r i n g  n e w  v e s s e l s ,  
l e s s  a n y  r e s a l e  value. T h e  r e s u l t s  of t h e s e  s u r v e y s  w i l l  f o r m  
t h e  basis of a m u c h  m o r e  d e t a i l e d  p r e s e n t a t i o n  o f  v e s s e l  
r e p l a c e m e n t  needs. W e  e x p e c t  r e p o r t s  o n  t h e  M / V  T U S T U M E N A ,  M / V  
C O L U M B I A  a n d  M / V  M A L A S P I N A  to be a v a i l a b l e  in J u l y  of this year. 
T h e  s u r v e y s  of t he r e m a i n i n g  v e s s e l s  w i l l  b e  a v a i l a b l e  w i t h i n  
a p p r o x i m a t e l y  30 days f o l l o w i n g  n e x t  y e a r ' s  o v e r h a u l .

D e p a r t m e n t  of T r a n s p o r t a t i o n  
a n d  P u b l i c  F a c i l i t i e s

M a r c h  9 ,  1 9 9 0
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. A m e n d m e n t  to C S H B  3 7 2 - S e n a t e  Transportation C o m m i t t e e

Page 1, line 13, after legislature, add "Money deposited to the fund 
does not lapse."



SOUTHEAST CONFERENCE
• P.O. Box 22286

' *
Juneau , Alaska 9 9 8 0 2

J a n u a r y  25, 1990

T he H o n o r a b l e  R i c h a r d  F os te r 
Chair, H o u s e  T r a n s p o r t a t i o n  C o m m i t te e 
R o o m  17, C a p it ol  Bu il di ng  
Juneau, A l a s k a  99811

D ea r R e p r e s e n t a t i v e  Foster:

T h e  S o u t h e a s t  Conference, an o r g a n i z a t i o n  r e p r e s e n t i n g  the 
c o m m u n i t i e s  of S o u t h e a s t  Alaska, fr om  g ov er n me nt s to local , 
b u si ne s s e s ,  is s e r i o u s l y  c o n c e r n e d  a b o u t  the status of our • 
M a r i n e  Highway.

O v e r  the past five years, the A l a s k a  Ma rine H i g h w a y  System 
has e x p e r i e n c e d  a d e c r e a s e  of;J19% in g e n e r a l  f u n d in g support to 

m a i n t a i n  its o p e r a t i o r i 8 ^ m f ^ ^ f ^ S | P s ^ . .
D u r i n g  that^saaie .time-period:^he:;fleet. of v e s s e l s  has grown 

o l d e r  a n d  has r e a c h e d  the 2 0 ^ ^ 3 0 '  y e a i & l i f e  span c a l c u l a t e d  for
t he m w h e n  t h e ,’? " 1 -  - ■ - — - ‘-------- -
and h a v e  p l a c e d  
S y s t e m  operating'']
is the r e d u c t i o n  i n ' - a n d  their 
bus ines s e s a ^ j c f p l y ! ; ;o r ? £ t ) i r econoin i c and 
soci al  the s t a t e .

T h e  SE the  recomm en da t io n
of t h e i r  AMH S S t a h d i n g ^ C b m m i ' t t ^ p i B a ^ ^ o p t e d  the fo ll ow in g five 
p l a n k s  as the r” — T'1 » i - i -
M a r i n e  H i g h w a y

1* The p a s s a g e  or.# supplemental.jappropriation for FY 90
for'fulls f u n d i n g  of thefj^laska M a r i n e  H i g h w a y  System.

2. .An^increase'^riiisthe'FY ,91 •• ̂ udge^cijpprbpriation for the 
x' A l a s k a  ̂ Marine);Highway S y n t e ^ l t o . a s s u r e  full service

l ev el s f f o r  the c o m m u n i t i e s ' s e r v e d  b y  the System.
3. A l l o w i n g V t h e  A l a s k a  marinet'Highway.'System to r e t ai n all

t he ‘revenue s it g en er a te s w h i l e  m a m t a i n g  a consistent 
level o f ^ g e n e ^ a l . f u n d  a pp ro pr ia ti o n.

4. C o m p l e t i o n  of.^fclie AMHS M a s t e r  P l a n  and a l l o w i n g  the
S o u t h e a s t  C o n f e r e n c e  to b e  i n v o l v e d  in the r ev ie w and 
a n y  modification, of the Plan.

5. Cr ea tion^’pf a V e ss el  R e p l a c e m e n t  Fund. .'/.i'i.:,
■ -r• r . >•* JL.** i ,»*

T h e  "Southeast C o n f e r e n c e  urges yo u  to supp o rt  HB No. 372 so 
that a  v e h ic l e for funding need e d v e s s e l  r e p l a c e m e n t  can be 
i n i t i a t e d  this year.

Sincerely,

i\[
James M. Kohler 
E x e c u t i v e  Dir ec to r
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D e p t  o f  T r a n s p o r t a t i o n  &  P u b l i c  F a c i l i t i e s

HB 37 2 es ta bl i s h e s  w i t h i n  the g e n e r a l  fund an A l a s k a  Marine 
H i g h w a y  S y s t e m  v e ss el  replacement f u n d .  This fund is designed 
to a l l o w  the a c c u m u l a t i o n  of c a p i t a l  to p e rm i t the timely 
r e p l a c e m e n t  of vessels in the AMHS f l e e t .

A MH S is c u r r e n t l y  soliciting p r o p o s a l s  -to p e r f o r m  condition 
s u r v e y s  on all vessels in the fleet. The ave ra ge  age of the 
fl ee t is a p p r o x i m a t e l y  22 years. T h e  M A L A S PI N A class vessels 
(TAKU, M A L A S P I N A  arid MATANUSKA) a r e  the oldest, h a v i n g  been 
b u i l t  in 1963. The M / V  AURORA is t h e  newest ship, entering 
s e r v i c e  ‘ in 1977. The condition s u r v e y s  w i l l  r e v i e w  the 
m a i n t e n a n c e  and r e f u r b i s h m e n t  r e q u i r e m e n t s  of the fleet in order 
to m a i n t a i n  the e x i s t i n g  level of s e r v i c e  for the nex t 20 years.- 
This w i l l  a l l o w  us to then d e v e l o p  a cost c o m p a r i s o n  of 
r e f u r b i s h m e n t  vers us  replacement. The c u rr en t estimated 
r e p l a c e m e n t  c o s t  of the MALASPINA is a p p r o x i m a t e l y  $ 4 9 — $ 5 9 
m i l l i o n .  The L e CO N TE  class v e s s e l s  have an estimated 
r e p l a c e m e n t  co s t of betw ee n $17 a n d  $25 m i l l i o n  and the 
T U S T U M E N A  is e s t i m a t e d  to cost b e t w e e n  $24 and $34 m i l l i o n  to 
r e p l a c e .

We a s s u m e  the severe p roblems a s s o c i a t e d  with fin di ng  temporary 
r e p l a c e m e n t s  for vesse ls  undergoing m a j o r  r e f u r b i s h m e n t s , as in 
the c a s e  of the T U S T U M E N A  next y4ar, r e q u i r e  the consider a ti on  
of. a t  least one new vessel. This is p a r t i c u l a r l y  true if the 
c o n d i t i o n  surveys sugg es t the r e p l a c e m e n t  of v e s s e l s  in the 
e x i s t i n g  fleet can  be deferred. H o w e v e r ,  it is p o s s i b l e  that 
the a n a l y s i s  w i l l  call for the r e p l a c e m e n t  of at least one of 
the v e s s e l s  as a least cost a l t e r n a t i v e  to continued 
m a i n t e n a n c e .

One o f  the s i g n i f i c a n t  issues which w i l l  have a b e a r i n g  on this 
q u e s t i o n  is the cost of removing and re pl ac in g asbestos 
c o n t a i n i n g  m a t e r i a l s  found in all of t h e  vessels. As an example 
of t h e  c o s t  a s s o c i a t e d  w i t h  this i s s u e ,  a recent co ns ultant's 
r e p o r t  c o m m i s s i o n e d  to design a m o d e r n i z a t i o n  p r o j e c t  for the 
M/V M A L A S P I N A  .estimated the cost at a p p r o x i m a t e l y  $7.0 million, 
83% o f  w h i c h  wa s for the removal a n d  r e p la ce me nt  of asbestos 
c o n t a i n i n g  materials.




