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Letter of Transmittal

SEAN PARNELL, GOVERNOR

OUAIE OFF ALASNE /  seeem

JUNEAU, ALASKA 99811-2500
DEPARTMENT OF TRANSPORTATION a0 5668365

AND PUBLIC FACILITIES PHONE:  (307) 465-3900
OFFICE OF THE COMMISSIONER

December 3, 2009

Dear Alaska State Legislator,

Enclosed is the Alaska Marine Highway System (AMHS) Annual Financial Report for
Fiscal Year 2009 (ended June 30, 2009) as required by AS 19.65.070.

During 2009, AMHS operated its entire fleet with an on-time departure rate of 92 percent.
Ridership increased 2.1 percent for passengers and vehicle embarkation increased by 3
percent.

Port calls increased during FY2009 as well, up from 7019 in 2008 to 7110. There was
also an increase in the number of service weeks provided by the AMHS. That number
increased to 396, up from the previous year’s 389.

The AMHS Systems Analysis, performed by the University of Alaska, is expected to be
completed by February 15, 2010. Phase 2 will analyze and offer suggestions on service
levels to be delivered by AMHS into the future.

The Alaska Marine Highway System is meeting the challenges of providing safe, efficient,
reliable and cost efficient transportation for the traveling public. The system’s passenger
satisfaction remains strong with a 96.5 percent showing for the fifth consecutive year.

I look forward to the opportunity to share more AMIIS successes with you in the coming

year.
V .
o vorl Scheben, P.E., L.S., M.B.A.
Commissioner
Enclosure

“Providing for the safe movement of people and goods and the delivery of state services.”
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Marine Transportation Advisory Board

Alaska Marine Highway System
Marine Transportation Advisory Board

On March 28, 2007, Governor Sarah Palin signed Administrative Order No. 233 establishing the Alaska Marine Trans-
portation Advisory Board (MTAB). On June 4, 2008, Governor Palin signed House Bill 294. This bill established the
Alaska Marine Transportation Advisory Board and set out its powers and duties; made conforming amendments; and
provided an effective date of June 5, 2008.

CHAIRMAN
Mike Korsmo
Retired marine captain/engineer not affiliated with AMHS

VICE-CHAIRMAN

Shirley Marquardt
Southwest/Aleutian ChainfAlaska Peninsula {Akutan, Chignik, Cold Bay, False Pass, Homer, King Cove, Kodiak, Port Lion, Sand Point, Seldovia,
Unalaska/Dutch Harbor)

MEMBERS

Cathie Roemmich
Member At-Large

Clay Koplin
Prince William Sound/Kenai Peninsula {Cordova, Seward, Valdez, Whittier, Yakutat, Chenega Bay, Tatitlek)

1.C. Conley

Business owner with experience interacting with AMHS and resident of the Ketchikan Gateway Borough

Maxine Thompson
Angoon, Hoonah, Kake, Pelican, Tenakee

Gerald Hope
Central Southeast (Petersburg, Sitka, Wrangell)

Patrick Owen .
Labor Unions of the Employees of the Alaska Marine Highway System

Robert Venables
Northern Southeast (Haines, luneau, Skagway)

DOT&PF STAFF SUPPORT

Seth Church lim Beedle
Member At-Large, resident of an area not directly served by AMHS Deputy Commissioner for Marine Operations
Mark Eliason Cyndi Ivey

Travel agent/tourism spedalist familiar with AMHS

Secretary




Ports of Call

Alaska Marine Highway System

Wrangell and Borough

Yakutat and Borough

Ports of Call
SQUTHEAST ALASKA SOUTHWEST ALASKA
Angoon Akutan
Bellingham Chenega Bay
Haines and Borough Chignik
Hoonah Cold Bay
Juneau and Borough (Auke Bay) Cordova
Kake False Pass
Ketchikan and Borough Homer
Metlakatla and An_nette Island King Cove
Pelican Kodiak and Borough
Petersburg {serving Kuperanof Island) Port Lions
Prince Rupert Sand Point
Sitka and Borough Seldovia
Skagway Tatitlek
Tenakee Springs Unalaska / Dutch Harbor

Valdez
Whittier
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Profile of The Fleet

Alaska Marine Highway System
Profile of the Fleet

A == + E——
M/V Matanuska M/V Malaspina
408 feet 408 feet
Built 1963 Built 1963
M/V Taku
352 feet "
Built 1963 ®
b= ==
¥ S - 37,
M/V Tustumena M/V Lituya
296 feet 193 feet

Built 1964 £ Built 2004

M/V Columbia

418 feet
Built 1974
- e
M/V LeConte ’ M/V Aurora

235 feet 235 feet
Built 1974 - Built 1977

M/V Kennicott
382 feet
Built 1998
FVF Fairweather FVF Chenega
240 feet 240 feet
Built 2004 Built 2005
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Vessel Information Table
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FY 2009 Operating Plan
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Operating Revenues

Alaska Marine Highway System Fund

UNRESTRICTED OPERATING REVENUES

For the fiscal year ended June 30, 2009

§46.2 MILLION

. Ticket Sales 81%
. Stateroom Sales 10%
Passenger Services Sales 9%

8
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Operating Expenditures

Alaska Marine Highway System Fund

OPERATING EXPENDITURES

For the fiscal year ended June 30, 2009

$141.6 MILLION

Marine Vessel Operations

Shore Operations

Reservations and Marketing

Operations Management

86%

4%

2%

3%

Overhaul

Marine Engineering

Support Services

1%

2%

2%
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Statement of Revenues, Expenditures, and Changes in Fund Balance

Aaska Marine Highway System-Fund
Statement of Revenues, Expenditures and Changes in Fund Balance

For the Fiscal Year Ended fune 30, 2009 (In Thousands)

Revenues:

Unrestricted Revenues:

Ticket Sales

Stateroom Sales

Passenger Services Sales

Facility Rental

{oncession Fees

Other Unrestricted Revenue
Total Unrestricted Revenues

Restricted Revenues

Indirect Cost Recovery
Tota!l Revenues
Expenditures:

Current Operating:
Support Services
Marine Engineering
Overhaul
Operations Management
Reservations and Marketing
Shore Operations
Marine Vessel Operations
AMHS RSA

Total Expenditures

Excess (Deficiency) of Revenues and Other Financing Sources:
Financing Uses From Operating
Fund Balance, Beginning of Year
Reserves and Year End Adjustments

Fund Transfer - General Fund

Fund Balance, End of Year; Undesignated

Marine Highway

AMHS Account

$37,378
4,687
4,089

2

25

20

46,200

1,252

452

$ 47,905

2,159
2,166
1,694
3,776
2,353
6,563
121,596
1,252

$ 141,561

8,974

$ (93,656)
7,819

93,313

$8,974

$7.476

The notes to the financial statement are an integral part of this statement

Total

$37,378
4,687
4,089

2

25

20

46,200

1,252
452

$ 47,905

2,159
2,166
1,694
3,776
2,353
6,563

121,596
1,252

$ 141,561

$ (93,656)
7,819

102,287

$16,450

2585

12




Statement of Actual and Estimated Revenues

Alaska Marine Highway System Fund

Statement of Actual and Estimated Revenues
Budgetary Basis {In Thousands)

Fiscal Year Fiscal Year Fiscal Year
Ended Ending Ending
June 30, 2009 June 30, 2010 June 30, 2011
Actual Total Estimated
Estimated Actual Over (Under) Estimated Revenues Estimated
Revenues Revenues Estimated Revenues 12/31/09 Revenues
Restricted
Restricted Revenues $0 $ 1,252 $1,252 $0 $72 $0
Indirect cost recovery (ICAP) 531 452 (79) 534 267 534
Total Restricted 531 1,704 1,173 534 339 534
Unrestricted AMHS Fund
Ticket Sales 40,999 37,378 (3,261) 40,935 18,591 40,935
Stateroom Sales 5,402 4,687 (715) 5133 2,331 5,133
Passenger Services Sales 4,164 4,089 (75) 4,478 2,034 4,478
Facility Rental 4 2 (2) 14 0 14
Concession Fees 32 25 (7) 41 15 41
Other Unrestricted Revenue 9 20 11 10 (34) 10
Total Unrestricted 50,610 46,201 {4,409) 50,611 22,938 50,611
Total Revenues $51,142 $(3,237) $51,145 $23,277 $51,145

$ 47,905

Budgetary Presentation shows alf budgeted and actual revenues including budgeted intergavernmental activity

The notes to the financial statement are an integral part of this statement

2386
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Notes to the Financial Statement

Alaska Marine Highway System Fund
Notes to the Financial Statement
For the Fiscal Year Ended June 30, 2009

NOTE 1- Alaska Marine Highway System Fund
The Alaska Marine Highway System Fund was established luly 1, 1990. All gross revenues
generated from the operation of the Alaska Marine Highway System are accounted for and remit-
ted in accordance with AS 19.65.070 which mandates that the money shall be deposited in the
Alaska Marine Highway System Fund.

Marine Highway Capitalization Account

The Marine Highway Capitalization account was established within the Alaska Marine Highway
System Fund June 30, 2009. An estimated $9 million in general funds was reappropriated to the
new Capitalization Account. Access to this new funding will be restricted and will only occur with
approval by LB&A.

NOTE 2- CIP Program Component
The Alaska Marine Highway System budget includes a component which authorizes positions
directly related to capital projects. Beginning in FY2001, the salary cost of time charged directly
to capital projects is IS not recorded in the Alaska Marine Highway Fund. The cost of time charged
to administration or overhead, is recorded in the Alaska Marine Highway Fund.

NOTE 3- Interest Earned on the Fund
The interest activity shown below is not a part of the AMHS Fund, since no distribution of inter-
est has been made to the Fund to date. The interest earned on the fund balance is accounted
for separately by the Department of Revenue, Treasury Division.

2587

FY09 FY10 through 10/31/09
(In Thousands) {In Thousands)
$1,3549 $362.6
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Operating Revenues by Vessel
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Operating Expenditures by Vessel
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Alaska Marine Highway System Fund

FY 2009 ANNUAL FINANCIAL REPORT

State of Alaska, Department of Transportation and Public Facilities

Compiled December 3, 2009
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SEAN PARNELL, GOYERNOR
550 West 7th Avenue, Suite 1820
Anchorage, Alaska 99501

Phone: (907) 269-0080

Fax: (907) 276-3338

State of Alaska

Department of Revenue
Commissioner’s Office

January 19, 2010

The Honorable Gary Stevens
President of the Senate

State Capitol, Rm. 111
Juneau, Alaska 99801-1182

The Honorable Mike Chenault
Speaker of the House

State Capitol, Rm. 208
Juneau, Alaska 99801-1182

RE: Investment Earnings Report for Alaska Marine Highway System Fund
Dear Senate President Stevens and House Speaker Chenault:

The Department of Revenue is required to report investment earnings for the last fiscal year with
projections for the current and next fiscal year for the following fund:

® Alaska Marine Highway System Fund. AS 19.65.070 (c).

The Department of Revenue invests the assets of this fund within the state’s General Fund and Other
Non-Segregated Investments Pool (known as the GeFONSI). We compute investment earnings under a
Memorandum of Understanding (MOU) between the Department of Administration and the Department
of Revenue. The MOU, which spells out how investment earnings are calculated, complies with the
statutes governing the invested funds. Under the terms of the governing statutes, the Department of
Revenue must compute and report investment earnings associated with the balance in the fund.

The projection of investment earnings for the System Fund for the Fiscal Years 2010 and 2011 are based
on assumptions regarding expected invested balances and earnings rates as follows (actual earnings will

vary):

¢ The projected average month end cash balances for Fiscal Years 2010 and 2011 provided by
the Department of Transportation.

¢ The expected return for the state’s General Fund and Other Non-Segregated Investments
Pool of 3.60%.
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Investment Income (000's)
FY 2009 FY 2010 FY1l1
Actual Actual Forecasted Forecasted
Fund: July 09 —Dec | Jan 10 —June
SN 09 10
System Fund [_313549]) $391.2 3613.0 $980.6

The governing statutes preclude distribution of the investment earnings to the fund unless the

Legislature specifically appropriates'thém=Therefore, the earnings shown above are currently retained in

the state’s General Fund.

If you have questions or need \additior@_!_jnfognation, please do not hesitate to ask.

CC:

2595

——-—’/

Sincerely,

Senate Finance Committee

Kirsten Waid, Senate Secretary
House Finance Committee
Suzi Lowell, Chief Clerk/House Secretary

Patrick S. Galvin
Commissioner

Jerry Burnett, Deputy Commissioner, Department of Revenue

Gary Bader, CIO, Department of Revenue

Pamela Leary, Comptroller, Department of Revenue
Maren Haavig, Finance Officer, Department of Transportation

James Beedle, Deputy Commissioner of Marine Operations, Department of Transportation
Leo Von Scheben, Commissioner of Transportation and Public Factlities
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Mdrme Highway

Commitment, Consistency, Customer Service

Juint Senate/House Transportation Committee, Febreary 2010

P amia, i oI Ty R e FRY L

The Three (s G Alaska

Marine Highway

Commitment
— to an early schedule release
— to operating within the budget framework
Consistency
— 3 year plan to provide consistent service levels, started FY2009

£ Customer Service
— Continued improvement of customer service levels

« AMHS has maintained a 96% customer satisfaction rate
since 2006

» Currently 92% of AMHS departures are on-time

— Continue marketing outreach through pricing and promotions to
increase

year-round ridership on all vessels to all ports R

2/17/2010
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Vessel Operation Cost hy Fiscal Year

$140 T QOperating Revenue
$120 1—3 ®@Marine Vessel Operating Cost
§100 || ©Reqired State Contribution
5 80
E
£ $60

R d
B
(=]

1

*includes estimated fuet trigger to bring fuel price to ‘09 actual
a: FY “1¢ Bugget b: FY “11 Proposal

PR

Improvements to AMHS s tlacke

Cost Savings Improvements
~ Fuel Efficiency Systems

Efficiency Improvements
— Satellite Communication System
— New Reservation and Point of Sale Systems
+ will streamline operations and provide real-time information

Customer Service Improvements
— Terminal Improvements
— Update customer service Policies and Procedures Manual
— New Reservation and Point of Sale Systems
» will provide an improved user experience online
New Vessel Construction
— Alaska Class Ferry
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Fuel Efficiency Systems itk

Marine Highway

Power-management fuel-savings systems are currently
installed on the Aurora, Tustumena and Matanuska and

are providing a 10-14% fuel savings.

— Winter 2009-2010 installing these systems on the Columbia and
Kennicott

— Winter 2010-2011 the systems will be installed on the Taku and
LeConte

Satellite Communications & Aackz

We continue with the installation of satellite communication

hardware aboard the vessels

— anticipate that by Summer 2010, we will have 7 vessels up-and-

running with a new broadband service provider
« Malaspina, Matanuska, Columbia,Kennicott, Aurora,
Tustumena, Lituya

— This service will provide satellite communications for the vessel
in Phase 1 and internet connections for shipboard passengers
using laptops & smart phones in Phase 2

— Going forward; we will continue installing satellite hardware on
vessels, LeConte and Taku will have equipment installed in the
coming year
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New Reservations System ﬁfg;%

Phase I: Business Process Review
— Completed May 2009
— Identified technology gaps and needs to be addressed before
moving forward
Phase II: Review of AMHS Customer Service
— Completed April 2010
— Organizational restructure of customer service departments
-~ Restructure of Policies and Procedures manual

- Integrates new and updated procedures relating to reservations,
manifesting, ticketing and customer related functions on vessels
and in teminals

Phase llI: Begin Acquisition of New Reservations and Pointof _

‘ SalelSofitware \

i

¢

Terminal Improvements &Gkt

Angoon

- New dock facility to accommodate LeConte and Fairweather
class vessels

— Terminal improvements
— To be completed December 2010

Annette Bay

- New docking facility to accommodate Lituya and Prince of Wales
class vessels

— To be completed Fall 2010
Hoonah

— Uplands and new terminal, to be completed September 2010
— New docking structures, to be completed February 2011
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Alaska Class Ferry i ALk

Marine Highway

Preliminary Design Phase is complete as of 12/31/09
— Preliminary profile and arrangement drawing
— Propulsion validation study to support a 99% reliability level

Final Design Phase

— Developing RFP to bring on a shipyard to assist with the final
design details
by mid-March 2010

— Final design will be complete Summer 2010

Southwest Traffic %ﬁ%’ﬁﬁw

Even in a down economy year, passenger and vehicle traffic in
Southwest Alaska increased from 2008 to 2009

— Southwest Alaska:
+ 4% passenger traffic increase
+ 11% vehicle traffic increase

- Kodiak
+ 11% passenger traffic increase
+ 18% vehicle traffic increase

— Cordova
» 10% passenger traffic increase
» 17% vehicle traffic increase
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Focus on 2011 %ﬁ‘@%

2y

2011 will be the third year of a 3 year commitment to standardize
our ferry service

Install fuel efficiency improvement on the following vessels:
- MV Taku
- MV LeConte

Install satellite communication hardware on the following vessels:
— MV Taku
— MV LeConte

Safety and crew training are AMHS priorities

— we will continue to install state-of-the-art passenger evacuation
systems aboard our vessels

Focus on 2011 LA ik

Continue to enhance awareness of AMHS as a unique Alaskan
travel experience to both residents and visitors.
- 11.2 million potential customers reached in FY 2009
Move forward with newer, more cost efficient technologies for
communicating with current and potential customers
— Qver 460,000 visitors to FerryAlaska.com in FY 2009
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