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503-207-0046
Kkx 503 -207-0063
C-rrull: Anil.Midur@aldanJcfr.com

AJralc* Tanker Company, LLC  
15400 NW Greenbrier Parkway 
Parks ide DuiWing, Suite A400 
Beaverton, OR 97006

A n ilM a& u r
PraMert & Chief E.co/the Officer

January 25, 2008

Represen ta t ive  Pau l Sea ton 
Cha ir , H o u s e  F ishe r ie s  Com m it te e  
Cap ita l Bu ild ing  
Juneau  AK  99801-1182

Re. H o u s e  Bill 289 

Dear C h a irm a n  Sea ton

A TC  supports p a s sa g e  of HB 289. T he  f ish ing v esse ls  are a n  integra l part of an 
oil spill r e s p o n se  shou ld a spill to sea occur. W e  co ns id e r  the f ish ing v esse ls  
owners and  f is he rm en  our partners in response . T h is  Bill e l im ina tes  s om e  pape r  
work burden on the f ishermen and  the f ish ing v es se l owners , a nd  a lso  prov ides 
som e  f inanc ia l re l ie f to these entit ies as they prepare for and  ass ist in inc iden t 
response .

O u r C o n t in g e n c y  P lan in c a s e  o f a spill re l ies on the coopera t ion  and  enro l lm en t 
of the f ish ing f leet in ou r response  to a spill . T h is  Bil l e n co u ra g e s  their 
partic ipation, so  w e  support it.

W e  be l ie v e  us ing  f ish ing v esse ls  in c a se  of a sp ill is good  for all affected entit ies, 
and results in a m ore  robust response .

Very Truly Yours,

Anil Mathur 
President and CEO

SQE CERTIF IED

mailto:Anil.Midur@aldanJcfr.com


C i t y  o f  S e l d o v i a

^ P.O. Drawer B * Seldovia, Alaska 99663
IT—f-Th+it-t-it- Phone: (907) 234-7643 Fax: (907) 234-7430

2/22/2008

Representative Paul Seaton 
State Capitol, Room 102 
Juneau, Alaska 99801-1182

Dear Representative Seaton;

This letter is to let you know that the City o f  Seldovia fully supports your House Bill 289.

As a coastal community the City o f  Seldovia is very much aware o f  the importance o f  the 
Alyeska Emergency Response Fishing Vessel Program. The service provided by the vessels and 
crews in the Alyeska Fishing Vessel Program is a vital and priceless service that cannot be 
jeopardized in any way, shape, nor manner. It is nothing short o f  ridiculous to consider any tax 
(unemployment insurance and its requirements) that would diminish the emergency response 
fleet by even one (1) vessel and crew.

Our fisheries and shoreline habitat has yet to recover from the last oil spill disaster and may never 
fully recover. Should another incident similar to the Exxon Valdez disaster ever again occur this 
short sighted application of taxation will cost the State far more than the relatively few  tax dollars 
raised during Oil Spill Drill Operations.

Keep up Ihe good work.

Sincerely 
, '

/

Howard R. Davis
City Manager, City of Seldovia 
c itymonagcr/rf c ityo fse lc lo v ia .com  
907-234-7643 (v) 907-234-7430 (f)

C’C: R epresenta tive John I.. H a rris
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This letter is in regards to the recent documents, about paying unemployment taxes for 
crew members, that were sent to the (o the contract holders for the oil spill response 
industry fishing vessel program. I have Included copies o f  those documents and this letter 
is a brief summary o f  the fishermens response to this and the possible outcome from this.

Many fisherman have been In contact with their accountants or tax persons about this 
and they don’t see any way around this other than the fisherman will have to file and pay 
this tax. The fisherman are asking why the State of Alaska can’t just roll the oil response 
vessels into the same exemption as commercial fisherman ( AS 23.20.526A17).

As you can see from forms 940 and 941 there is a lot o f  time and paper work involved 
as well as alot of cost because time means money in addition to the actual tax itself.

Also the fisherman will be required to file with the Federal Government under FUTA 
and will now have to file quarterly reports for their taxes which only adds more paper 
work.

Even though fishermen and (heir c t c w  will be paying unemployment tax, there is no 
mechanism for them to ever be able to draw money out even if  they are unemployed.

Many fisherman have indicated that if  they have to do all this paper work and pay this 
tax, they will probably drop out of tho oil spill vessel response programs.

The State o f  A la s k a  n e e d s  to step up a n d  go to bat for the States on w ater  volunteer 
fire departm ent that shows up with their own fire trucks so to speak and not require 
them to have to pay this unemployment tax.

Thank you, 
Dave Blossom.

loom t : u ? o r i O 0 i  i v j  <tc: n  i o o j / B O / j t



Katie Shows
F ro m : L o u ie  F lo ra

S e n t :  W e d n e s d a y ,  J a n u a r y  23 , 2 0 0 8  4 :1 0  PM

T o : K a tie  S h o w s

S u b je c t :  F W : H a rris  bill o n  F ish in g  V e sse l P ro g ra m

From: S c a v e ra , P au la  D (D O L) [ m a ilto :p a u la .sc a v e ra @ a la sk a .g o v ]
Sent: W e d n e s d a y , J a n u a r y  2 3 , 2 0 0 8  1 :54  PM
To: L ouie F lora
Cc: K ram er, W illiam  T  (D O L)
Subject: FW: H arris  bill o n  F ish ing  V essel P ro g ram

H e r e  y o u  a r e .  T h a n k  y o u .  P a u l a

From: J o h n s to n ,  R o b e r t - ETA 
Sent: M on 1 1 /2 6 /2 0 0 7  9 :0 1  AM 
To: 'R ich a rd  B erkow itz '
Cc: M cG ucken , J o h n  - ETA; H ilde j r a n d , G e ra rd  - ETA; O N eal, P a t - ETA 
Subject: RE: H arris  bill o n  F ish ing  V esse l P rog ram

Mr, Berkowitz,

I have reviewed the draft legislation chat you provided regarding the Alaska UI 
coverage issue for fishermen participating in oil spill exercises/drills/response. 
As drafted, it does not appear to create any issues with Federal unemployment 
compensation law and as such will not endanger the certification of Alaska's UC law 
under FUTA.

I cannot give you any opinion as to how the rnternal Revenue Service will view 
these payments for purposes of collecting the Federal Unemployment Tax. However, I 
do refer you to Unemployment Insurance Program Letter (UIPL) 36-96 which explains 
in brief treatment of fishermen under FUTA. You can find that UIPI, at:

http: / /wdr. do le t  a . 2P_y/di ro c t  iv e s / c o r  r_doe. cfm? DQCM=730#att achmen t.

Please feel free to contact me if you have any further questions.

Sob

Robert Johnston, Supomsor 
S ta le  C o n fo rm ity  a n d  C o m p lia n c e  T o a m  
U S D O L O ltico  of W o rk fo rce  S e c u r ity  
D iv ision  of L e g is la tio n  
2 0 2 -6 9 3 -3 0 0 5

Any advice providedIn this o-mml roprosonls an informal. stall-level opinion, II you would like a lorm .il opinion, please write Cheryl Atkinson, 
Administrator, Oltico o l Wcrktorco Security, 200 Constitution Avo NW, Room S-4231. Washington, DC 20210.

 O r ig in a l  M e ssa g e -------

1/31/2008

mailto:paula.scavera@alaska.gov


Page 2 of 2

From: Richard Berkowitz [mailto:tinstitute@qwest.netj 
Sent; Wednesday, November 21, 2007 8:06 PM 
To: Johnston, Robert - ETA
Subject: FW: Harris bill on Fishing Vessel Program 

Mr. Johnston,

Per our conversation regarding the Alaska UI coverage issue for fishermen 
participating in oil spill exercises/drills/response, I am forwarding the 
draft legislation to you and would welcome any comments you may share. I 
particularly interested in the IRS-FUTA issue and whether the exclusion of 
fishermen by state statute would pass muster with them.

Once again, thanks for your advise and assistance.

Regards,

Rich

Rich Berkowitz
Director, Pacific Coast Operations 
Transportation Institute 
2200 Alaskan Way, Ste. 110 
Seattle, WA 98121 
(206) 443-1738 phone 
(206) 443-0917 fax 
www.trans-inst.org 
tinstitute@qwest.net

Subject: Harris bill on Fishing Vessel Program

Attached is a  bill drafted by Rep. John Harris on the unemployment issue 
for participants in the Fishing Vessel Program.

Doug Mertz, meantime, continues to investigate how state law relates to 
overlying federal law on this issue, and whether federal action as well 
as state action may be required.

am

J

1/31/2008

mailto:tinstitute@qwest.netj
http://www.trans-inst.org
mailto:tinstitute@qwest.net
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adn.com  | o ii and gas industry : O il-s p ill fish ing  vessels h it w ith  state unem ploym ent tax

O i l - s p i i l  f i s h i n g  v e s s e l s  h i t  w i t h  s t a t e  
u n e m p l o y m e n t  t a x
UNEMPLOYMENT: Som e o w n e rs  say th e y 'l l p u ll o u t o f the  response  p lans.
8 f W ES lfcV  1 0 Y  
w lo yC aU n  c om  
P u b iisn fU  N o v em b e r 1 . 2 0 0 7  
t e s t  M od ified ; N ov em b e r I .  2 0 0 7  e t 0 S ; J 7  AM

A key component of plans to clean up a big oil spill In Prince William Sound — using a fleet of 
fishing boats to help corral the oil — might be in danger of unraveling due a new slate tabor 
demand, an oil Industry walchdog group says.

This summer some boat owners got letters from a stato Labor 
story toots Department auditor saying they need to pay unemployment Insurance
comm.nt on this story (aies for crewmen working In spill response or drills, e-mail i Inend
p"1" (r,l$ And more letters might be coming. A week ago, labor officials asked
s»eu rt.wsvm. Alyeska Pipeline Service Co., the oil company consortium that runs the
s.no nnk va aim Valdez tanker port, for the full list of fishing boats with which Alyeska
font .1.0 . A I A I A nolt)s contfilcU ,or SP»' response.

Some fishermen have vowed to oult the Industry-funded oil spill 
response program due to the paperwork and costs involved with unemployment Insurance.

“Our concern Is that It will damage or, In the worst case, wipe out the fishing vessel program," 
said Stan Jones, spokesman for the Valdez-based Prince William Sound Regional Citizens'
Advisory Council.

The council and the fishing boat cleanup program both were created In the wake of the Exxon 
Valdez tanker disaster in 1969, which released nearly 11 million gallons of oil into the Sound.

If another spill happened, as many as 350 fishing boats from Cordova, Valdez, Whittier and other 
poits would help deploy boom to contain the oil for recovery with skimming equipment.

The fleet is now part of the oil Industry's mandatory plans for how it will respond to a spill.

Boats participate In annual spill training exorcises that typically last a day or two.

Alaska law exempts many commercial fishing boat owners from paying for unemployment 
Insurance because crewmen typically are not paid wages. Rather, they earn a share of proceeds 
from the catch.

But the state letter to boat owners says paymems to crewmen employed during spin response 
drills "are reportable for unemployment Insurance purposes."

It means fishing vessel owners likely would have to pay between 3 percent and 4 percent of a 
deckhand's pay, and the deckhand would hove to pay another half a percent, for state 
unemployment Insurance.
COtsT AND HA5SIE

Some boot owners balk at the cost and quarterly repotting requucmeots of getting Involved with 
unemployment Insurance for the few days a year tl-cy're engaged in spill response

At least three even vowed to quit the fishing vessel spill response program.

"But I don't know really now serious they were about It," said Thane Miller, a Valdez commercial 
salmon fisherman.

The unemployment insurance Issue Is "really sort of jn oversight on the pail of Ihe fishing vessel 
owners," f-Ulcr conceded. "I actually believe it was something we stiould have been doing all 
along."

But fisherman hate paperwork and would lure to see Iheir spill-tesponse woik exempted front tne 
unemployment insurance requirement, he said f)r maybe allow boat owners to simply write the 
state a check after each spill dull.

Anv'.Mniijriri Tha oil Industry pays boats based on sizo fur their
participation. Miller said his boat gets 51,650 a day 
for spill response dulls, plus a fuel allowance. Of 
lliis, tJ50 a day goes to each of his two crewmen. 
Beyond this he's got boat Insurance, wear and tear, 
and risk to worry about.
"fhe fishing vessel response Beet acts like a 
paid volunteer fire department," he said.
'We are expected to drop our lives at a 
phone call and A moment's notice and get on 
a boat and go do what's necessary, whether

Page 1 o f  2
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, adn.com | oil and gas industry : Oil-spill fishing vessels hit with slate unemployment tax Page 2 of 2

for training or otherwise. Out It's not an 
income that anybody relies on.'

Anything that raises the cost and hassle of 
taking part In the spill response program 
makes an already marginal Job even less

auractive, Miller said.

Tom Nelson, director of the state Employment Security Division, said .. office has an obligation 
to seek unemployment Insurance laves from all employers who owe them.

Commylng Isn’t that burdensome, and the state is glad to help any fisherman or other employer 
get started, Nelson said.

TRICKY SOLUTIONS

Jones said the citizens' advisory council is studying possible solutions, such as amending state 
law to exempt the fishing boais horn the tax when engaged In spill response. Another Idea Is 
making boat crews temporary employees of Alyeska during spill drills. Alyeska would then take 
care of the employment insurance.

Anil Mathur, president of Alaska Tanker Co., the oil shipper for major Alyeska owner DP, said lie 
doesn't like the Idea of temporary employment. That would blur who Is responsible for managing 
fishing boat crews, he said.

Mathur guestloned the value of the state pursuing the fishing boat owners for unemployment 
insurance. He said such collections likely would total less than $50,000 a year,

‘It's really not something that adds zeros to the Alaska treasury," he said.

lie believes the Issue could be resolved with a simple amendment to state law saying fishing 
boats are exempt from unemployment Insurance requirements not only when they're flsh.ng, but 
when engaged In oil spill response drills In Prince William Sound.

”1 don't really see it as that big a deal," Mathur said.

Nelson said the amount of potential revenue Isn't the point. It's a matter of fairness that all 
amployers contribute to the state trust fund that pays unemployment benefits, he said.

Jones said the advisory council Is concerned that seeking exemptions for state unemployment 
insurance Is not as simple as It sounds, In part due to potential conflicts with federal law.

Douglas Mettz, a lawyer for the advisory council, said In a memo la', month that "a legislative fix 
would be very difficult." While some state officials see potential for only a handful of boats 
leaving the spill response program, Hertz said that 'we could see a wider owner rebellion."

Alyeska spokesman Mike Meatwole said Wednesday he knows of no fisherman who has actually 
quit Ihe program.

Alyeska plans to stay out of the unemployment insurance Issue because 'It's a tax mailer 
between the state of Alaska and the fishing vessel operators.”

I rnd Wesley toy's commercial fishing blog online at adn.com/hlghllner or call J57-4590.

lHtp://cIwl>.:uJn.coin/iiu»ncy/iiulustrics/()il/story/9-l21528p-9?3‘IO 12c.html 1/22/200K



Regional Citizens’ Advisory Council

} Commerce - AK Wilderness Recreation & Tourism Assoc - Chugach'AlnsKa Corp  • Cordova District Fishermen United • OSREC - PWS AquacOlmro Corp.

J e w  le g is l a t iv e  c o m m i t t e e  is  f o r m e d ,  

i l r e a d y  f a c e s  f i s h in g  v e s s e l  p r o b le m
T h e  c o u n c i l ’s  L e g is la tiv e  A ffa irs  

o m m i t t c c  f o r  2 0 0 8 ,  f o r m e d  in  
e c e m b c r, is a lr e a d y  fo c u s in g  o n  w h a t 
>uld b e c o m e  a  m a jo r  c o u n c il  is su e : a 
a te  re q u ire m e n t th a t f ish in g  v e s s e l 
p ta in s  p a y  u n e m p lo y m e n t ta x e s  fo r  
c w  m e m b e rs  d u r in g  o il-sp ill re s p o n se  
lin in g .

T h e  s ix -se a t c o m m itte e , m a d e  up  o f  
m ncil b o a rd  m e m b e rs , m o n ito rs  a c tio n  

Ju n e a u  d u rin g  th e  le g is la tiv e  s e s s io n , 
[v ising  th e  fu ll c o u n c il  a s  n e e d e d . T h is  

:a r ’s  m e m b e rs  a rc  P a tie n c e  A n d e rse n  
lu lk n c r  o f  C o rd o v a , S te v e  L e w is  o f  
:ld o v ia , B la k e  J o h n s o n  o f  K e n a i,  
hn  V elsko  o f  H o m e r , J o h n  F re n c h  o f  

•.ward, a n d  W alt P a rk e r o fA n c h o r a g e .  
:lsk o  a n d  Jo h n s o n  a re  th e  c h a ir  a n d  
cc ch a ir . T h e  c o m m itte e  is s u p p o r te d  

' th e  c o u n c i l ’s  le g is la tiv e  m o n ito r , 
n c a u  a tto rn e y  D o u g la s  M c r tz .

T h e  issu e  o f  u n e m p lo y m e n t in su r- 
ice fo r fish in g  v e s s e l c re w s  s u r fu c e d  
Ju ly , w h e n  th e  s ta te  D e p a r tm e n t o f  

ib n r b eg an  n o tify in g  v e s s e l c a p ta in s  

cy  w e re  lia b le  fo r  th e  ta x . In  th e  p a s t,

p a r t ic ip a n ts  in  A ly e s k a ’s f ish in g  v e sse l 
p ro g ra m  b e lie v e d  c re w s  w e re  e x e m p t 
d u r in g  o il - s p i l l  tra in in g , a s  th e y  a rc  
w h e n  f ish in g .

B u t E m a  S tu n n a n ,  a  f ie ld  a u d ito r  
fo r  th e  la b o r  d e p a r tm e n t , w ro te  in  the 
J u ly  2 0  le t te r  th a t “ A la s k a  law  d o c s  n o t 
e x e m p t w a g e s  o r  s h a re s  p a id  to  y o u r 

e m p lo y e e s  w h ile  w o rk in g  in . . . o il 
sp i ll  d r ill o p e ra t io n s ."

A ly c s k a ’s p ro g ra m  in v o lv e s  a b o u t 

3 5 0  f ish ip  ’ v e s s e ls  th a t w o u ld  be  a v a il­

a b le  fo r c le a n u p  o p e ra t io n s  in  th e  eveD t 
o f  a m a jo r  o il sp ill. A ly e s k a  p a y s  the  

c a p ta in s  v ia  c o n tra c t ,  a n d  th e  c a p ta in s  
p a y  th e  c re w s . T h o se  v e s s e ls  a rc  k e p t 

u n d e r  c o n tra c t a n d  re c e iv e  re g u la r  tra in ­
ing  so  th e y  c a n  re s p o n d  im m e d ia te ly  
to  sp ills .

A s th e  s t a te ’s le t te r  b e g a n  c irc u la t­
ing , d ie  c o u n c il s ta rted  h e a rin g  co n ce rn s  
th a t c a p ta in s  m ig h t d ro p  o u t ra th e r  th an  
p u t u p  w ith  th e  u n e m p lo y m e n t in s u r­
a n c e  p a p e rw o rk  fo r  ju s t  a  fe w  d a y s  a

See page 2, VESSELS

. •»« ,t-r-

F ISH IN G  T O W N -T h e  c o u n c il’s  S e p te m b e r  b o a rd  m e e tin g  to o k  p la c e  in K od iak . 
Like m o s t o f  th e  c o u n c il 's  m e m b e r  c o m m u n it ie s , K od iak  is h e a v ily  d e p e n d e n t  o n  
c o m m e rc ia l fish ing . Photo by Tom Kuckortz.

S te p h e n s  le a v in g  b o a r d  a f t e r  1 8  y e a j

V e f k - c o n t in  u e s ^ n ^ t a n k e r s p i l l - p l a n  s

S n ip  S te p h e n s ,  
s ta r te d  
z c n s 'c o u n c f
re s ig n e d  h is  sc^jsTt the  s ta rt 

o f  th is  y e a ry  

H e

a n n o u g £  m g  h is  re s ig n a tio n  

th a t h e  p la n s  to  c o n tin u e  h is

an d ^w u s e le c le d ^ r e s id e n i  
s c v c ra K n in e j i f  H is  m o st 

r e c e n t t o m ^ n  th e  lo p  p o s  
e n d e d  if t M aV  2 0 0 7 .

S tephens, w h o  w a s  b o r  
a n u  ra is e d  in  M iq n c so ta J  

n a s  b e e n  in  A la s k a  s ince  .

1961. l i e  is th e  o w n e r  atulQi w m i
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f e d e ra l  c o u r t  a n d  in th e  s a t e  c o u r ts
Ccxas a n d  A la s k a , a s  v e il a s  the

U .S . D i s t o r tC o u r t  in  A lask  a 

C o u r t  o f  A p p -f ia i^ N in lh  C  
th e  U .S . S u p re m e  C tn u t .  Ii 

lu r t e a c h c s  m a t h a t  a p n
A n c h o ra g e .

W h e n  S k h rd a l h e a rd  f tc r  th e  
1989  E x x p r tv a ld c z  o il sp il  th a t  th e  
c i t iz e p t r 'c o u n c i l  w a s  fo rm in  ; a  c o m -  

te e  to  o v e rs e e  o p e ra t io n s  a t th e  

/a ld e z  ta n k e r  te rm in a l, h e  w a s  o n e

con iia a id  OXU s>ai|itp8 j pa*

, th e  U .S . 
rc u i t ,  ju id  

a d d it io n , 
sd^orrt-m

In 19 9 3 >,S k la '3 a l b e g a n  ta k in g  a r t 

l e s s p o r -  f irs t p a in t in g , th e n  d ra w in g , 

-a tu l n o w  s c u lp tu re  a n d  h a n d - th ro w n  

c e ra m ic s . I t  w a s  a  c h i ld h o o d  in te r­
e s t, b u t o n e  th a t h e  n e v e r  h a d  tim e  to

"d c v d u p r ’ H T r-m astcTp ieces-e rm -nouL
bc fo u n d  o n  d is p la y  a t U A A , up  fo r 
I t ig h ^ b id d in g  a t fu n d  ra is in g  e v e n ts , 

o r  th ro u g h o u t  h is  h o m e .
A n o th e r  Ifrtbby. o f  h is  in c lu d e s  

s w im m in g  1 ,400  m ile s  Daelvycar. A n d  

h e  p la n s  to  s t ic k  w ith  th a t , t o o T ^

a y
ir f ish e rm e n  to  
e n tin g  th e  c ity  

d fro m  M a rc h  

ic a lso  w o rk e d  
st f i s h in g -b o a t 
II e q u ip m e n t, 

ic d w ith m e s o -  
o f th e  c h e s t  o r  

on  life  a s  n o r-  
less, a c c o rd in g  

r.

p o rt

flck D uffy 

p h o c s tc r .w h o

V E S S E L S : F ix  m a y  b e  in  w o rk s
in s u ra n c e  is g o v e rn e d  by  th e  

Continued from P age  1 F e d e ra l  U n e m p lo y m e n t  T ax

A c t, w h ic h  m a y  n o t a llo w  the 

e x e m p tio n  e n v is io n e d  in  the  

H a rr is -S c a to n  b ill.

T h a i ’s a c c o rd in g  to  M crtz , 

th e  le g is la tiv e  m on ito r. In a legal 

a n a ly s is ,  h e  w ro te  th a t “ n o n e  o f  

the e x e m p tio n s  in  th e  federa l law  
w o u ld  e x e m p t fish in g  v e ss e ls  o r  

th e i r  c re w  w h ile  a c tin g  a s  sp ill 

re s p o n d e rs .”

T h e  s ta te  D e p a r tm e n t o f  

L a w  is re p o r te d ly  re v ie w in g  the 
s ta tc -fc d c ra lju r isd ic tio n a l issue , 

b u t no  o p in io n  had  b een  re lea sed  

by  O b s e rv e r  p re s s  tim e.

“ W e ’d h a te  to  se e  th e  fish ­

ing  v e sse l p ro g ra m  fall ap a rt 

b e c a u s e  o f  th is  p ro b le m ,"  sa id  

J o h n  D e v e n s ,  th e  c o u n c i l ’s 

e x e c u t iv e  d irec to r . “ W e 'll d o  

e v e ry th in g  w e  c a n  to  h e lp  fix 

it, in c lu d in g  ta k in g  it to  the 

fe d e ra l le v e l i f  th a t tu rn s  Out to  

b e  n e c e s s a ry .”

y e a r  o f  o il-sp ill  tra in in g .

T h e  c o u n c il  c o n d u c te d  a 

su rv e y  o f f is h in g v c s s c l  c a p ta in s  

a b o u t th e  p ro b le m . S o m e  sa id  

th e  p a p e rw o rk  w as  m a n a g e a b le ; 

o th e rs  w e re  u p se t a n d  s a id  it 

c o u ld  d e te r  p a r t ic ip a tio n . “ I t ’s a 

ro y a l p a in ,” o n e  o f  th e  c a p ta in s  

c o m p la in e d . “ It s u re  a d d s  a  lo t 

o f  e x tra  to  a  s im p le  d r i l l ."
B e c a u se  o f  th e  p o te n t ia l fo r 

d is ru p tin g  th e  fish in g  v e sse l p ro ­

g ra m , th e  co u n c il b e g a n  lo o k in g  

in to  p o s s ib le  fix es , s u c h  as  a 

c h a n g e  to  s ta te  law . A  b ill h as  

b e e n  in tro d u c e d  b y  R e p s . Jo h n  

H a rr is o fV a ld c z  an d  P au l S ea to n  

o f  H o m e r  to  e x e m p t c re w s  from  

th e  u n e m p lo y m e n t tax  w h ile  in 

th e  f ish in g -v e sse l p ro g ra m .

B u t i t ’s no t c l c '  r th a tc h a n g -  

in g  s ta te  law  w o u ld  b e  a c o m ­

p le te  so lu tio n . U n e m p lo y m e n t

Tho O b se rv e r
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F I S C A L  N O T E

S T A T E  O F  A L A S K A Fiscal N cle  Number; 1

2008 L E G IS L A T IV E  S E S S IO N Bill Version:
(H) Publish Dale.

C S H B  294 (T R A ) 
3 /28 /08

Identifier (Hie name): H B294C S (TR A)-D O T-C O -03-27-08 Depl. Affected: DO T&PF
Title An act establish ing the division ot marine transportation RDU M arine H ighw ay System

Com ponent C om m iss ioner’s Office
Sponsor Representative W ilson
R equester House Transportation C om ponenl Num ber 530

E x p e n d i tu r e s /R e v e n u e s (T h o u s a n c . o f D o lla rs )
Note: Am ounts do not include inflation unless otherw ise ncted below.

Appropriation
Required Information

O PERATING  EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipm ent
Land & Structures
Grants & C laims
M iscellaneous

TO TA L O PE R ATIN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P ITA L  EXPENDITURES I I I I I I I

|C H A N G E IN  R EVEN U ES ( ) I I I I I I I

FUND SOURCE (Thousands o f Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program  Receipts
1037 G F/M enla l Health
O ther Interaqencv Receipts

TO TA L 00 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f an y  c u rre n t y e a r (FY2008) co s t: 0.0

POSITIONS
Full-time
Part-tim e
Tem porary

This bill a s am ended  in H ou se  T ranspo ita tion  estab lishes a M arine T ransportation Advisory B oa rd  (M TA B ) with 
sim ilar responsib ilities to the MTAB estab lished  by adm inistrative order. T he re fore  there a re  no  add itiona l costs  to 
the Departm ent.

Prepared by: M ary S iroky____________________________________________________________________ Phone -165-1772
D ivision C om m issioner's O ffice. DOTAPF______________  Date/T im e 3/27/08  8:30 PM

Approved by: Nancy Slagle____________ Date 3/27/2008
Admin Director DOT&PF
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A M  E N n  M  K N T  f r /  c l ^ v J j u A

O F FE R E D  IN T H E  S E N A T E  FIN A N C E  C O M M IT T E E  
BY S E N A T O R  E L T O N

TO: C SSSH B  294(TRA )am

1

2

3

4

5

6 Page 1, Line 9, fo llowing “shall”

7 Insert: , iourflv w ith  the  A la sk a  M a r in e  T r a n s p o r t a t io n  A d v iso ry  B oard .

8 f n  cons ixUaJr iO'^
9

10 Page 2, Line 22, fo llow ing “capta in”

11 Insert: or

12

13

14 Page 2, Line 22, fo llowing “engineer”

15 Delete: , o r  licensed seam an

16 Insert: w ho is not affiliated with the Alaska m arine h ighw ay  hystem

17

18

19 Page 4, line 9, fo llowing “departm ent”

20 Insert: and the governor

21 

22

23 Page 4, line 9, fo llow ing "for”

24 Delete: its

25 Insert: their



3 Page 4, line 10:

4 Insert: (d) T he  board m ay issue reports and recom m endations.

5 (c) The board m ay receive such information from the department as the

6 board deem s necessary  to carry out its duties.

7

8

9 Page 4, line 20, fo llow ing  “(2)”

10 Delete: three

11 Insert: four

12

13

14 Page 4, line 21, fo llow ing  ‘ (3)”

15 Delete: live

16 Insert: four

17

1

2

Legislative Legal Services may make conforming and technical changes as necessary.
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Sarah Palin *’
G overno r
P.O. Box 110001'-v 
Juneau, AK 699114)001

P re s s  R el&a&e

, *907.463.4031 
c e ll; 907.321.4975

FOR IMMEDIATE RELEASE 07-124

Governor Palin Fills Marine Transportation Advisory Board

May 14, 2007, Juneau, AK - Governor Sarah Palin today announced the appointment 
of several Alaskans to the Marine Transportation Advisory Board (MTAB). The Alaska 
Marine Transportation Advisory Board advises the state on issues related to the Alaska 
Marine Highway System. The nine-member advisory committee is made up of 
representatives from communities served by state ferries. MTAB was re-authorized 
under Administrative Order No. 233 by Governor Palin on March 28, 2007.

Captain William Hopkins of Ketchikan will represent employee labor unions of the 
Alaska Marine Highway System. Hopkins retired from the Alaska Marine Highway 
System (AMHS) in January 2007, after thirty years of service. He has piloted 
Southeast, Southwest and Puget Sound on all AMHS vessels, except for the 
Wickersham and high-speed craft. Hopkins served eight years as permanent master 
of the M/V Aurora and another eight years as permanent master of the M/V Kennicott. 
He is the author of two books including, "Wrangell Narrows, Alaska," a mile-by-mile 
guide for mariners navigating the Inside Passage.

Robert Venables of Haines will represent northern Southeast Alaska. Venables has 
worked or the Haines Borough since 2000 - first as the Borough's Economic 
Development Director and later as the Borough's Manager, a post he has held since 
2004. he is a former member of MTAB and former chair of the Southeast Conference. 
Venables is active in the Haines and Alaska State Chambers of Commerce, and has 
been a hoard member of tho Haines Borough Fire District #3 since 1988.

John (JC) Conley of Ketchikan will represent southern Southeast Alaska. Conley is 
the owner of Service Auto Parts, a locally owned auto parts store he has been with 
since 1979. He served three terms on the Ketchikan Gateway Borough Assembly, and 
served twice as chair of the Ketchikan Chamber of Commerce and Southeast 
Conference. Conley is the former chair of MTAB.

Maxine Thompson of Angoon will represent the cities of Angoon, Hoonah, Kake, 
Pelican, and Tenakee. She is the president of Thompson Management Services, Inc., 
DBA Angoon Oil Company, a post she has held for over twenty years. Thompson 
served on the Angoon City Council from 1994 to 1997, and served one term as Mayor 
from 1997 to 1999. She is a lifelong Alaskan.

Clay Koplin of Cordova will represent the Prince William Sound region. Koplin has 
served as the Manager of Engineering and Operations for the Cordova Electric 
Cooperative since 1988. He worked with the Prince William Sound Economic 
Development Group and the Cordova Chamber of Commerce to develop a marketing 
strategy for the M/V Aurora and the M/V Chenega. Koplin is a self proclaimed, 
"Enthusiastic Alaskan."



Shirley Marquardt of Unalaska wiil represent Southwest Alaska, the Aleutian Chain, 
and the Alaska Peninsula. She was elected mayor of Unalaska in 2004, and served 
the previous ten years on the Unalaska City Council. Marquardt is the Port Operations 
Manager for Samson Tug and Barge in Dutch Harbor. Since 1999, Marquardt has 
been a member of the American Seafoods Community Advisory Board. She also 
serves on the Alaska Municipal League Finance Committee and is a member of the 
Fisheries Committee for Southwest Alaska Municipal Conference.

Murray Walsh of Juneau will serve as an at-large member. Walsh has served as the 
Executive Director of Southeast Conference since 2006. He is also the Principal in 
Walsh Planning and Development Services, a private planning practice he has 
operated since 1996. Walsh has been preparing comprehensive site plans for 
communities and clients since 1974. He earned a Bachelor of Arts degree in Urban 
Planning in 1971 from the University of Washington.

Cathie Roemmich of Juneau will serve as an at-large member and as the chair, 
designated by the Governor. She has served as the executive director of the Juneau 
Chamber of Commerce since 2006. Roemmich was the assistant port manager for 
Southeast Stevedoring in Sitka from 1985 to 1996. She also spent four years as the 
service manager for Willie's Marine, Inc. Boat Sales and Service in Juneau. Roemmich 
is a lifelong Alaskan.

Mike Korsmo of Skagway will serve as an at-large member. Korsmo captains a 100- 
foot tug boat for Amok Towing, a subsidiary of Southeast Stevedoring. He has served 
as a Skagway City Council member since 2002, and is a member of the Southeast 
Conference Board of Directors where he chairs the Transportation Committee. Korsmo 
also serves on the Alaska Municipal League Public Works and Infrastructure 
Committee.
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c r ^  M i l t *
p a r 'l l  / n

February 13, 2008

The Honorable  Bert Stedman 
A laska State Senate 
State Capitol, Room  516 
Juneau. Alaska 99801 - 1 182

Dear Senator Stedman:

On beha lf  o f  the Sitka Econom ic Developm ent Association’s Board o f  Directors I am  writing to 
suggest that a Bill be introduced into the A laska State Senate that parallels H ouse Bill 294, an 
Act establishing the Alaska M arine Highway Authority.

S itka relics heavily on the Alaska M arine H ighway System  to meet the transportation needs o f  
the com m unity  and to support independent tourism in Southeast Alaska. We need reliable, 
e fficient ferry service. U nde rcu rren t  m anagem ent o f  the A M H S, Sitka is one  o f  many 
com m unities  left with inadequate m arine transportation.

In o rder  to meet the needs o f  our  com m unity , we believe any legislation establishing an Alaska 
M arine H ighway Authority must include the following provisions:

• Upon creation, the Alaska M arine  H ighway Authority must possess the legal pow er to
contract with the private sector; and

• A s legislation on this issue m o \  es forward, any A M H S union contracts during  the
transition period should be short term.

Sincerely,

Mikc vennenorg 
President

200% - 0 2 - ! $ -  I t - 3 2  _  3 0
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Vessels
There are currently eleven vessels in the AMHS fleet. T lw newest are the Fast Vehicle Ferries 
Fairweather and Chenega. They are the first vessels of this type to be built in ihe United 
Slates

M/V Aurora (A U R )
M/V Chenega (CHE) 
M/V Columbia (COL) 
M/V Fairwe3ther (FWX)

POTyk-

\M H S  V e sse l F lo e l 
M/VKenmcolt (K E N ) 
M/V LeConte (L E C ) 
M/V Lituya ( I . I T )
M/V Maiaspma (M A L )

M/V Matanuska (M A T ) 
MV T aku (T A K )
M/V Tustumena (T U S )

Sailing With Us

Download the Vessel Information Table.

k Communities on the Alaska Marine 
Highway

> Employment Opportun ties
> Frequently Asked Queslions
> Our Mission
> Public Meetings
> Reports
k Vessels Information

MA/ Aurora

P I« a » i  n o t « :  Y o u  m u s t  h a v e  A c r o b a t  
P < M d e r t o  o p e n  a n y  P O f ^ - » d o c u m e n t s  
j n  t h i s  p a o c  I f  y o u  d o  n o t  h a v o  A c r o b a t
Reader c!** lo SjfittQfWj11)6 FREE 
tqanis fx(AJ)/hc

SUtdtt

B ack 10 M ain  V essel M enu

MA/ Chenega

The M /V C h o n o ga  is one o l the new 
A laska Marine Highway Fast Vehicle 
Fem es Built by Derecktor Shipyards of 
Bridgeport, Connecticut at a cost of S34 5 
million, she began service in summer ot 
2005  The Chenega's designer is Nigel 
Gee & Associates (NGA), a British naval 
architecture firm that has many years ot 
high-speed ship design and build 
experience The Chenega is powered by 
four diesel engines and four water jets 
The hull fomt is a 235-foot catamaran tnat 
has been shown to provide the highest 
transport efficiency o f any high-speed ferry of this sue  The Chenega operates m 
Sou lhoast A laska during the winter months and m Prince William Sound during the 
summer Photo by saum

B ack  to M ain V essel Menu

MA/ Columbia

http ://w w w .do i.s ia le .ak .us /a inhs /S a iling /V cssc ls /iiidcx .fitm l 2/5/2008

The M/V Aurora was built by Peterson 
Shipbuilders in Sturgeon Bay. Wisconsin, 
and began service in 1977. The Aurora is 
23 5  feet long, and can transport 100 
passengers and 34 vehicles (20 ' lengths) 
at a service speed o f 14 5 knots Because 
the Aurora is used for short runs, 
staterooms are not available, although 
food service and a solarium a re  provided

http://www.doi.siale.ak.us/ainhs/Sailing/Vcsscls/iiidcx.fitml
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The MA/ Co lum bia is the largest vessel 
o f the Marine Highway fleet. Launched by 
Lockheed Shipbuilding in Seattle in 1974, 
the Columbia is 418  feet long, with 
capacity for 499  passengers and 134 
vehicles (20' lengths). Its 103 total cabins 
include 44 four-berth units, and 56 two- 
berth units, 3 o f which a re wheelchair 
accessible. The Columbia boasts both a 
fine dining room and a cafeteria. The gift 
shop, cocktail lounge, solarium, and 
forward observation lounge round out the 
passenger amenities, pnoto by capum jick
Meyor^

M/V Fa irw ea th e r

H ack to  M ain  V essel M enu

The M/V Fairw eather is one o f the new 
A laska Marine Highway Fast Vehicle 
Ferries. Built by Derecktor Shipyards o f 
Bridgeport, Connecticut at a cost o f $36 
million, she began service in summer,
2004 . The Fairweather's designer is Nigel 
Gee & Associates (NGA), a British naval 
architecture firm that has many years of
high-speed ship design and build-----------------------------------------------  n — i —
experience. The Fairweather is powered j  , '
The hull form is a 235-foot catamaran that rV  ~ '  \
has been shown to provide the highest transport efficiency o f any high-speed ferry of
this size The Fairweather normally operates in Southeast Alaska pnoto oy p«t*rMctcJlfc

M/V K on n ic o tt

B ack  to  M ain V esrc l M enu

The M/V Kenn icott was built by Halter 
Manne group of Gulfport. Miss'-'ippi at a 
cost o f over $80 million, she began 
service in the summer o f 1998 Designed 
py Halter Marine, and the Gloston 
Associates o f Seattle, Washington, the 
Kennicott is 382 feet long, 85 feet wide, 
with nine decks. She is driven by two 
6 ,6 9 0  HP Wartsilla 32E diesel engines, 
and has a service speed o f 16 75 knots 
The vessel is ocean certified and is a lso 
designed to serve as a command and 
logistics center during an oil spill or other 
natural disaster The ship has a capacity for 499 passengers, providos 109 berthing 
accommodations, and has space lor 80 standard automobiles Th- i  are 48 four- 
berth cabins (3  wheelchair accessib le) and 56 two-berth cabins (2 wheelchair 
accessib le) The observation lounges and the enclosed, heated solarium give 
excellent vantage points from which to enjoy Alaska's scenic splendor throughout 
her voyage pnoto by r Mnk scoiuno

M/V LeC on to

B ack to M ain  \  css cl M enu

h ttp ://w w w .do t.s ta tc .ak . us/am hs/Sa iling /Vessds/index.h tn il 2/5/200K

http://www.dot.statc.ak
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The M/V LoConto, launched in late 1973 
by Peterson Shipbuilders in Sturgeon 
Bay, Wisconsin, joined the fleet in 1974. 
The LeConte is 235  feet long, with 
capacity fo r 300  passengers and 34 
vehicles (20 ' lengths), and operates at a 
service speed o f 14 .5 knots. The LeConte 
is used for shorter runs, so it does not 
have staterooms, but food service and a 
Solarium are provided. Photo by Catny Brown

B ack  to  M a in  V esse l M enu

M/V L ituya

The M/V Lituya was designed by 
Coastw ise Corporation o f Jum au  in 2001 
built by Conrad Shipyards in Morgan City, 
Louisiana, and was launched in April of 
2004 . The S9.5 million vesse l provides 
daily ferry shuttle service between 
Metlakatla and Ketchikan. Lituya . The 
180-foot, roll on/roll o ff steel ferry 
accommodates 18 cars and 149 
passengers with an average speed of IQ- 12  knots.

B ack  to .M ain  V essel M enu

M/V Malaspina

The M/V Malaspina carries 49 9  
passengers, and provides 45  four-berth 
and 2 6  two-berth cabins, one o f which is 
wheelchair accessible The vesse l was 
built in Seattle in 1963 at the Lockheed 
Shipbuilding yards, then lengthened and 
renovated in 1972 at the Willamette Iron 
and Steel Company shipyard in Portland 
The Malaspina is now 4 0 8  feet long, with 
capacity for 88 vehicles (20 ' lengths), and 
a service speed o f 16 .5 knots Passenger 
services include a cafeteria, gift shop, 
cocktail lounge, solarium, and forward 
observation lounge proto iy R«m«y sum

B ack to  M ain  V essel M enu

M/V M a ta n u sk a

The M/V Matanuska was built by Puget 
Sound Bndge & Dry Dock Company of 
Seattle and began service in 1963 In 
1968 the vessel was lengthened and 
renovated. It now carries 499 passengers, 
and provides 4 four-berth, 21 Ihree-borth. 
and 80  two-berth cabins One two-berth 
cabin is wheelchair accessible The 
Matanuska is 408  feet long, with capacity

n ’ D£.
Cr'.'

j J L
i j .

•• u!i t r i

http ://w w w .dot.sta te .ak.us/am hs/Saili»g/V c\sse ls/indcx.h lm l 2/5/2008

http://www.dot.state.ak.us/amhs/Saili%c2%bbg/Vc/ssels/indcx.hlml
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for 88 vehicles (20' lengths), and has a service speed of 16 5 knots. Passenger 
services include a cafeteria, gift shop, cocktail lounge, solarium, and forward 
observation lounge, pnoto by Rodney suit

B ack  to  M ain  V essel. M enu

M/VTaku

The M/V Taku was built by Puget Sound 
Bridge & Dry Dock Company o f Seattle 
and began service in 1963. Renovated in 
1981, the vesse l is 352 feet long, wilh 
capacity for 6 9  vehicles (20' lengths), and 
operates at a service speed o f 16.5 knots.
It can carry 37 0  passengers, and has 9 
four-berth, and 33  two-berth cabins, two 
o f which are wheelchair accessible.
Passenger services include a cafeteria, 
gift shop, cocktail lounge, solarium, and 
forward observation lounge. Photo by Peter
M e f c a l f o

R ack to  M ain  V essel M enu

M/V T u s tu m e n a

The M/V Tustum ena was built at 
Sturgeon Bay, W isconsin in 1964 , sailed 
Alaskan waters for five years, then was 
renovated in San Francisco in the winter 
o f 1969. The vesse l is 296  feet long, with 
capacity for 36  vehicles (20' lengths), and 
operates at a service speed o f 13 5 knots. 
It can carry 174 passengers, and has 8 
fcur-berlh, and 17 two-berth cabins (one 
wheelchair accessib le). Passenger 
services include a cafeteria, cocktail 
lounge, solarium, and forward observation 
lounge.

B ack  to  M ain  V essel M enu

‘itjio Of Ai,»«,*.» AMHJi VVr>© M.irt.* , tlO f U’l firotoŷ t Pn’t clvy ?vfn><ulUc»< OOftHf Homo
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M ain  P o rt M enu Sailing With Us
Inside Passage/ 
S outheast

BeTingham (BEL) 
Haines (HNS) 
Juneau (JNU) 
Ketchikan (KTN) 
Petersburg (PSG) 
Prince Rupert (YPR) 
Sitka (SIT)
Skagway (SGY) 
Wrangell (WRG) 
Yakulat (YAK)

Southeast Feodor 
C om m unities

Angoon (ANG) 
Hoonah (HNH) 
Kake (KAE) 
Mellakalla (MET) 
Pelican (PEL ) 
Tenakee Springs 
(TKE )

Southwost
Alaska

Chenega Bay (CHB) 
Cordova (CDV) 
Homer (HOM) 
Kodiak (KOD )
Port Lions (ORI) 
Seldovia (SDV) 
Talillek (TAT)
Valdez (VDZ) 
Whittier (WTR)

Aleutian Islands 
& Alaska Peninsula

Akulon (AKU)
Chignik (CHG)
Cold Bay (CBY)
False Pass (F PS ) 
King Cove (KCV) 
Sand Point (SDP ) 
Unalaska
/Dutch Harbor (UNA)

> Communities on Ihe Alaska Marine 
Highway

> Employment Opportunities
> Frequently Asked Questions
> Our Mission
> Public Meetings
> Reports
> Vessels Information

Other popular destinations visited by many Alaska Marine Hignway travelers include 
Anchorage, Denali National Park, Fairbanks, and the Matanuska-Susitna Valley. For 
information about more A laskan towns and cities, see the Alaska Department of 
Community and Economic Developments' list o f every community in Alaska and the 
A laska State Chamber o f Commerce Web site.

Southeast Alaska / Inside Passage
The Inside Passage is a protected waterway on the northern Pacific coast o f North 
America, replete with spectacular rain forests, mountains, and glaciers. AMHS's 
service through the Inside Passage is served from road connections at Bellingham, 
Washington and Prince Rupert, British Columbia, in the south to Haines and 
Skagway, A laska, in the north,

Bellingham
Bellingham, Washington, southernmost terminus o f the Alaska  Marine Highway 
System , is 1-1/2 hours north o f Seattle and one hour south of Vancouver, British 
Columbia. It is the traditional gateway to the San Juan Islands and Alaska 
Bellingham's new multi modal facility offers train, bus, Alaska, Victoria and San Juan 
Island ferry service, all in one location. The ferry terminal and visitor information 
center a re adjacent to the historic Fairhaven district Shuttle services are available 
for travel between the terminal and major airports. See tho Port of Bellingham for 
information about this multi modal facility, and the BHImyfum Convention and Visitors 
Buieau W eb site to find out about activities and events in Bellingham  and Whatcom 
County

Back lo Main Port Menu

Haines
Haines connects the Inside Passage with the A laska Highway at Hainos Junction, in 
Canada's Yukon Territory While in Haines, visit historic Port Chilkoot. the Native 
arts center, or camp within sight of glaciers a l C h iiM  Stale Paik The highlight of 
autumn is viewing the largest gathering o f bald eagles in tho wor J  at the Chilkot 
BcH  Eag le P reserve just outside the town Many travelers board the ferry at Hainos
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and sa il to  nearby Skagw ay, b irthp lace  o f the K londike G old Rush See a lso Haines 
Visitor Bureau Home Page.

B3ck to Main Port Menu

Juneau

Juneau, A laska 's  bustling  cap ita l and ga tew ay to G lacier 8ay, neslles between 
tow ering  m ounta ins and  the G astineau  C hannel. A lthough a m odern city, Juneau 
w ears  its rom an tic  G old  R ush past proudly, Exhibits, m useum s, and enchanting 
pe rfo rm ances  are  w aiting  to en terta in  you. The M endenhall G lac ie r and U S. Forest 
S erv ice  V is ito r C enter o ffe rs program s, a na tura lis t to answ er questions, trails and 
na tu re  w a lks, and a pa n o ra m ic  v iew  o f the g lac ie r face. Nearby Adm ira lty  Island 
N ationa l M onum ent she lte rs the la rgest b row n bear population in S outheast A laska. 
S ee a lso  The Juneau Weo and Juneau Convention & Visitors Bureau.

Back lo Mam Port Menu

Ketch ikan

K etch ikan  is A laska 's  sou the rn m o s t m a jo r city. Its waterfront build ings rise above 
T ongass N arrow s supported  by a forest o f p ilings and jo ined  together by a 
p ic tu resque  boardw alk. V is it the  w orld 's  la rgest co llection o f totem  poles a t Saxm an. 
Tote m B ight, and the Totem  H eritage  C enter. See also Ketchikan Visitors Bureau w eb 
site.

Back to Main Port Menu

Petersburg
P ete rsbu rg  is o ff the bea ten  pa th  of c ru ise  sh ips and is fam ous for its Norwegian 
heritage  w h ich  show s so b eau tifu lly  in the decora tive  designs found on its hom es 
and shop  fronts. Local tours aw a it you, too, o ffe ring  spectacu lar v iew s o f the 
LeC on te  G lacier, the sou the rnm ost tidew a ter g lac ie r in N orth Am erica. See a lso 
Petersburg Visitor Information p rov ided  by Petersburg  C ham ber o f Com m erce.

Back lo Main Pcit Menu

Prince Rupert
P nnce Rupert, British C o lum bia , is an idea l s ta rting  po in t for d rivers w ish ing to cruise 
up Ihe Inside Passage. Take an  a rchaeology tu ir .  or vis it the M useum  o f Northern 
B.C. w ith  its ca rv ing  shed and se ttlem ent h is to ry  o f the B C .'s north  coast. Tour the 
N orth P ac ific  C annery  V illage  M useum , a resto red  heritage site  w hich o ffers a live 
p e rfo rm ance  lo  h igh ligh t its  h is to ry  See a lso  B C Femes Corpot.wnn for sa ilings to 
P rince  R upert from  other C anad ian  ports.

Back to Mam Port Menu

S i tk a

Sitka w as the seaside  cap ita l o f R ussian A m erica  and a vis it here is like stepping 
back in tim o to the 18th century, V is it St M ichae l's  Cathedra l, one o f the  finest 
exam p les o f rura l R ussian a rch itec tu re  Stro ll th rough Iho tow n s qua in t shops and 
en joy  pe rfo rm ances o f R uss ian  danc ing  A ll o f th is enterta in ing h istory is presented 
under the shadow  o f s ta te ly  M r Edgecum be, a 3,201-foot-h igh, Fuji-like extinct 
vo lcano  See a lso  Sitka Convention f, Visitors' Butoau.
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Back lo Main Pori Menu

Skagway
Skagway, the "Gateway to the Yukon," owes its birth to the Gold Rush of '98. The 
U.S . Park Service and the City o f Skagway have made this one of the best historic 
sites in Alaska. The Klondike Highway follows part of the White Pass route and 
connects with the A laska Highway at Whitehorse, Yukon Territory. See also Skagway 
Visitor Infonnation.

Back to Main Port Menu

Wrangell
Wrangell, a half-mile walk from the Wrangell Ferry Terminal, is Alaska's fourth oldest 
city and its only community to have existed under four nations: the Tlingit, Russian, 
British, and American Its even more ancient history is revealed by mysterious, 
centuries-old petroglyphs that are easily seen along the beaches at low tide. You will 
a lso enjoy the Chief Shakes Community House with its many totem poles, the 
replica tribal Chilkat blanket, and other historic items
Wrangell is the "Gateway to the Stikine River', the fastest free-flowing navigable 
river in North America. W rangell also hosts the largest springtime concentration of 
bald eag les in the world. Local tours are available lo  both the river and the Anan 
Bear and Wildlife Observatory. See also City of Wrangell Web Pago

Yakutat
Located on the scenic Gulf Coast o f Alaska, and surrounded by Wrangell-St. Elias 
National Park and Tongass National Forest, Yakutat attracts a wide variety of 
outdoor enthusiasts to hike beaches, float rivers, explore bays and passages, climb 
mountains, view glaciers, snowboard, and surf remote breaks. Yakutat Bay provides 
some o f the finest saltwater sport fishing in Alaska. See also the Yakutat Chamber of 
Commerce Web Page.

Back lo Main Port Menu

Southeast Alaska Feeder Communities
Angoon, Hoonah, Kake, Metlakatla, Pelican, Tenakee. and Hollis (connecled by 
road to several other Prince o f W ales Island communities) are ill linked to mainline 
AMHS ports by connecting vesse ls Cultural sites complement a variety of outdoor 
activities and excellent wildlife viewing opportunities

Angoon
Angoon, located on Admiralty Island some GO m iles south of Juneau, is surrounded 
by miles o l picturesque waterways noted (or fishing, hunting, and sightseeing 
opportunities

Back lo Mam Port Menu

Prince of Wales Island
Prince o f W ales Island, about 45  rnilos west of Ketchikan, receives terry service at 
Hollis. It connects Craig, Klawock, Hydabu I home Bay and Cotfman Cove This 
area is noted for the good hunting and fishi q along the roadways. Visitors will bo 
particularly entranced by the many local exai " le s  o l authentic Indian heritage,

Back lo Mam Port Moi.j
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Hoonah
Hoonah was once the major village o f Ihe Huna Indians, a offshoot o f the Tlingit 
tribe. Fishing boats line the harbor, and seafood processing is the major industry. 
P leasu re  fishing in the area is excellent for Silver and King Salmon, as well as 
Cutthroat, Rainbow, and Dolly Varden trout.

Back to Main Port Menu

Kake
Kake i . named for the tribe o f Tlingit Indians which has occupied Kupreanof Island 
sincv prehistoric times. It is the site o f the world's largest totem pole -  132.5 feet 
hlg - and en joys a brisk logging and fishing trade.

Back to Main Port Menu

Metlakatla
Metlakatla is located on Annette Island, at the southern tip of Alexander Archipelago 
in Southeastern A laska. Onginally a religious colony, Metlakatla's population first 
consisted o f 800  Tsimshian Indian converts who had moved from British Columbia 
The native name means, "a passage joining two bodies o f water."See the Metlakatla 
Tours/Metlakatla Indian Community Site for more information.

Back lo Mam Port Menu

Pelican
Pelican, in the mid 1930 ’s, v/as nothing more than two large barges serving as cold 
storage for locally-caught salmon. Pelican grew with the fishing industry, and now 
consists o f a  main boardwalk and a cluster ol weather- worn buildings that cling to 
the side o f Chichagof Island Besides great fishing and beautiful scenery. Pelican's 
main attraction is Rosie's bar, where fishermen have been carving their initials in the 
ceiling since the first beer was served. See  the Pelican Web site for up-to-date 
information.

Back to Main Port Menu

Tenakee Springs
Tenakee Springs was once a leading Alaska spa, with early miners coming from 
around the Territory and the Yukon to "take Ihe waters" of its warm mineral springs 
Today, the year-round residents are joined by summer visitors who still come to 
"take the waters" but who have a lso discovered tho excellent saltwater fishing in the 
area

I3.uk to Mam Pori Menu

Southwest Alaska
AMHS' Southwest A laska route serves communities in Prince William Sound and on 
Kodiak Island These routes a re served by road connections at Valdez. Homer, and 
Whittier (via Ihe A laska Railroad)
See  a lso  Southwest Alaska inp planning information
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Chenega Bay
In 1996, the Alaska Marine Highway began "whistle-stop" service to the small 
communities o f Tatitlek and Chenega Bay, made possible by the construction o f new 
docks to provide staging a reas for oil spill lesponse capabilities in Prince William 
Sound.

Back lo Main Port Menu

Cordova
Cordova is a fishing port where you can watch commercial fishermen bring in their 
catch o r try your hand at Alaska-style sportfishing. Tour the salmon canneries, visit 
the famed "million dollar bridge", walk on Sheridan Glacier, or ride the chair lift to Ihe 
top o f Eyak Mountain. The activities and adventures are endless.
Cordova Chamber of Commerce Web Page.

Back lo Main Port Menu

Homer
Homer sports a lively recreation scene along the 5-mile long, world-famous Homer 
Spit, and offers travelers an unbelievably spectacular view o f Kachemak Bay. Tne 
harbor is lined with charter boats for hire, and fresh halibut, crab and shrimp can be 
purchased from seafood shops along Ihe docks. For more information, go to the 
excellent Homer Chamber of Commerce site.

Back to Main Port Menu

Kodiak
Kodiak was the first capital o f Russian America (1763-99 ), and remnants o f tho 
Russian occupation are still evident today. Kodiak also harbors Alaska's largest 
commercial fishing fleet and is home to the mighty Kodiak Brown Bear. Close to 
3 ,000  o f these giant bears live in the Kodiak National Wildlife Refuge. Visit the 
Kodiak Chamber of Commerce and Convention .1 Visitors Bureau site for more information.

Back to Mam Port Menu

Port Lions
Port Lions, in Settler Cove on the northeast coast of Kodiak Island, offers the 
amenities o f larger destinations such as full-service hunting and fishing lodges, the 
beauty o f waterfalls tucked away in spruce-filled coves, beach combing, and sea 
kayaking through the still, blue waters of Kizku/ak Bay.

Back to Mam Pud Menu

Seldovia
Seldovia is accessib le only by air or water and, therefore, has been able to maintain 
many o f its age-old Russian traditions. Seldovia offers a view of Alaska's fishing 
industry witti vessels moving in and out o f Kachemak Bay, fresh catches in live tanks 
and fish processing at a local salmon plant See also ihu Seldovia Chamber ot 
Commerco Site.

Back ro Main Poit Menu
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Tatitlek
In 1996, the A laska Marine Highway began "whistle-stop" service lo the small 
communities o f Tatitlek and Chenega Bay, made possible by the construction o f new 
docks to provide staging a reas for oil spill response capabilities in Prince William 
Sound.

Back to Main Port Menu

Valdez
Valdez began as a trading station In the early 18S0s and served as a port o f entry for 
gold seekers bound for the Klondike. The old city was destroyed by the 1964 
earthquake, but its spirit lives in a new Valdez. This ice-free, saltwater port is the 
terminus o f the 800-m ile trans-Alaska pipeline, which carries oil from the North 
S lope. See  also Valdez Convention & Visitors Bureau Web page.

Back to Main Pori Menu

Whittier
Whittier is nestled between the glacier-capped Chugach mountains and Prince 
William Sound. Built by the U .S . Government during World W ar II as a hidden port, 
today Whittier is the gateway to a recreational wonderland. In May of 2000, a 
highway from Whittier to the Interior opened to the public. This spectacular drive 
from the edge of Prince William Sound through the Chugach mountains winds 
through a series o f tunnels, and connects Whittier to Anchorage only 45 miles to tho 
south. Travelers a lso have the option o f taking the famed Alaska Railroad from 
Whittier all the way to Fairbanks.
Passengers traveling to and from Whittier, and especially those departing on the 
M/V Bartlett from Whittier, are advised to check tho Whittier Tunnel vieb site for a 
schedule o f when the tunnel is open to vehicle traffic You may ho unable to mako 
your sail ing if you do not arrive at Iho tunnel at a time v/hen it is open. Bicycle and 
loot traffic is prohibited through the tunnel, and there are vehicle size and other 
restr ctions o f which you should be aware before traveling through the tunnel. For a 
recording o f the base schedule, call the Whittier Tunnel toll-free at (877 ) 611-2596.

Back to Main Poll Menu

Aleutian Islands and Alaska Peninsula
The Aleutian Islands and Alaska Peninsula sweep more than 1500 miles from Cook 
Inlet toward Asia This region sits atop tho "Ring of Fue," a string of volcanoes along 
Ihe Pacific Rim, and boasts several wildlife refuges. The harsh weather precludes 
ferry service in the winter, but each spring Ihe Alaska M , mu Highway resumos its 
regular sailings to the seven westward communities of Jhigmk. Sand Point, King 
Cove, Cold Bay. Fa lse Pass. Akulan, and Unalaska/DuMh Harbor

Akutan
Akulan is located in the center o f some of the most pioductive fishing grounds in the 
world, and huge amounts o f seafood products -  primn.il/ crab, halibut, cod. pollock • 
-arc processed in the shelter o f its deep boy and a l a large shore-based processing 
plant Although the Aleut population of the local village remains at 90-100, it grows to 
about 1,000 during certain fishing seasons

Back to Main Port Menu

h ttp ://w w \v .do l.s la tc .:'k .us /u jnhs /S a ilitig /C om m u itilics /iiK lcx .lilm l 2/5/2008

http://ww/v.dol.slatc.:'k.us/ujnhs/Sailitig/Commuitilics/iiKlcx.lilml


Alaska Marine Highway System :: Alaska DOT&PF Page 7 of 8

Chignik
Chignik is actually three villages: Chignik Lake, Chignik Lagoon, and Chignik Bay, 
where Ihe State ferry docks at one of two canneries at its first stop on the run out the 
Aleutian chain. Like the other Aleutian Island communities, Chignik provides a 
fishing lifestyle for its residents in a rugged but beautiful environment In the Aleut 
language, "chignik" means "windy".

Back to Main Port Menu

Cold Bay
Cold Bay, located 63 4  air m iles from Anchorage, is surrounded by the Izembek 
National Wildlife Refuge. Abundant seabirds and waterfowl, as well as caribou and 
brown bear, make it a popular spot for sportsmen and naturalists Two active 
volcanos provide a spectacular backdrop for Ihe community

Bock to Main Port Menu

False Pass
False Pass is a picturesque Aleutian community in a strategic location. The town sits 
on the south side o f Isanotski Strait, the shortest transit route between the Gulf o f 
A laska and the Bering Sea. Its economy is based on fisheries: mostly for salmon, 
herring, halibut and crab.

Back lo Main Port Menu

King Cove
King Cove rests on a sand spit and adjacent uplands which are located at the north 
end of a natural bay nestled between high mountain ridges The community of 
1 ,000 , mostly Aleuts, has developed around one o f the largest fish processing 
centers in the United States

Back lo Main Port Menu

Sand Point
Sand Point was ig inally founded as a cod fishing station in 1887, and today it 
continues to support the regional fishing industry. The city's harbor is home to a 
locally based fishing fleet, and is a lso heavily used by transient vessels during and 
between fishing seasons Its population is mostly of Aleut and Scandinavian 
descent.

Back .o Main Port Menu

Unalaska/Dutch Harbor
Unalaska/Dutch Harbor, at the end o f the Aleutian Cham, is a lso 4s largest 
community, with over four thousand residents A busy fishing and seafood 
processing port, Dutch H. rbor is a lso a tourist destination, with sporlfishing, bird and 
wildlife viewing, cultural and historical exploration, or hiking and beachcombing 
awaiting tho adventurous traveler. Visit the U.nalaska/Port ol Dutch Harbor Convention 
and Visitors Bureau homo page for travel information, events, weather, and more

Back tn Main Port Menu
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S a ra h  P a lin  
G O V E R N O R

S t a t e  o f  A l a s k a

O F F IC E  OF THE GOVERNOR
J uneau

M arch 29th , 2007

A D M I N I S T R A T I V E  O R D E R  N O . 233

T, Sarah Palin, Governor o f  the State o f  Alaska, under the authority o f  art. Ill, secs. 1 
and 24, o f  the Alaska Constitution, and in accordance with AS 44.19.145(c), establish the 
Alaska Marine Transportation Advisory Board (board) in the Department o f  Transportation 
and Public Facilities (department).

PU R P O S E

The purpose o f  the board is to provide recommendations to the governor and the 
commissioner o f  the department on the department's exercise o f  its marine transportation 
functions assigned by law.

DU TIES O F  T H E  BOARD

The board's duties are to:

(1) meet at the call o f  the chair to carry out its advisory functions;

(2) hold public hearings as necessary or use other means to solicit information from 
the public for the development o f  the board's recommendations; and

(3) prepare and submit to the governor and the commissioner o f  the department 
recommendations concerning the department's marine transportation functions 
assigned by law.

M E M B E R S H IP

The board consists o f  nine members appointed by the governor, to serve at the pleasure o f  
the governor. The governor will appoint the members as follows:

(1) a men her representing labor unions o f  employees o f  the Alaska Marine Highway 
System;

(2) a m em ber from Northern Southeast Alaska representing the municipalities o f
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Haines, Juneau, Sitka, and Skagway;

(3) a m ember from Southern Southeast Alaska representing the municipalities o f  
Ketchikan, Ketchikan Gateway Borough, Metlakatla, Petersburg, and Wrangell, and 
the cities and communities o f  Prince o f  Wales Island;

(4) a member from Southeast Alaska representing the cities o f  Angoon, Hoonah, 
Kake, Pelican, and Tenakee;

(5) a m em ber from the Prince William Sound/Kenai Peninsula area representing the 
cities o f  Cordova, Seward, Valdez, and Whittier, the City and Borough o f  Yakutat, 
and the communities o f  Chenega Bay and Tatitlek;

(6) a member from the Southwest Alaska/Aleutian Chain/Alaska Peninsula area 
representing the cities o f  Akutan, Chignik, Cold Bay, False Pass, Homer, King Cove, 
Kodiak, Port Lions, Sand Point, Seldovia, Unalaska, and Dutch Harbor; and

(7) three other members appointed by the governor.

Board members must be persons with an interest or background in marine transportation 
matters in this state.

The governor will designate the chair o f  the board. The board may elect other officers as 
determined necessary.

A D M IN IS T R A T IV E  S U P P O R T

The department shall provide administrative support for the board.

G E N E R A L  PR O V ISIO N S

Board members do not receive compensation as a member o f  the board. Members o f  the 
board who are not state or federal employees are entitled to per diem and travel expenses in 
the same m anner permitted for members o f  state boards and commissions. Per diem and 
travel expenses for members o f  the board who are a representative o f  a state or federal 
agency are the responsibility o f  that agency.

To reduce costs, the board may use teleconferencing or other electronic means, to the 
extent practicable, in order to gain the widest public participation at minimum cost.

Meetings o f  the board shall be conducted, and notice o f  the meetings and hearings 
provided, in accordance with AS 44.62.310 and 44.62.320 (Open Meetings o f  
Governmental Bodies).

Records o f  the board are subject to inspection and copying as public rccoi Js under AS 
40 .25 .110-40 .25 .220 .

This ( )rder takes effect immediately.

DA TED at Juneau, Alaska, this 28th da) o f  March, 2007.
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P r e l i m i n a r y  C o n c l u s i o n s  a n d  R e c o m m e n d a t i o n s

Sou theas t  Conference has contracted with the M cD ow ell G ro u p  to assess the potential 
benefi ts  o f  com m iss ion ing  a com prehensive , in d e p e n d e n t  s tu d y  of the fu ture  of the 
Alaska M arine H ighw ay  System. I h e  (ask of iden tify ing  the key com ponen ts  of such a 
s tu d y  is n o t  yet complete. H ow ever, the need for it, as  the A M H S approaches its 40"' 
anniversary  next year, is compelling.

A lask a 's  M arine  H ig h w ay  System  (AMHS) is e n te r in g  a period  o f  p ro found  change. 
With its financial reserves exhausted , vessels in n e e d  o f  m ajor  refits or replacem ent, an 
in tractab le  cost s truc tu re  and  w an ing  political s u p p o r t ,  cuts  in service  seem im m inent. 
Yet die com m unities  it serves are heavily  d e p e n d e n t  on  reliable  m ar ine  transportation. 
I h e  nex t five years will see the system  navigate one  of three courses:

■ S teady  dec line  in sendee . The gap  be tw een  o pera t ing  costs and state funding
has w id e n e d  each year since 1995. If the  sy s tem  an d  its users  are unab le  to 
m u s te r  the polit ical s u p p o r t  to a lte r  this trend , se rv ice  levels canno t be 
m ain ta ined . Further, it is no t clear tha t  the  add it io n a l  financial resources 
needed to m odern ize  the system will be available.

• A b ru p t  res truc tu ring . Radic.d new  m a n a g e m e n t  m o d e ls  p roposed  in this
and  prio r  legisla tive  sess ions m igh t be  im posed , th o u g h  w ithou t any  real 
u n d e rs ta n d in g  of w h e th e r  these m o d e ls  will be  able to so lve  the problem s 
facing the system.

■ T ra n s i t io n  to a new , w e ll-conce ived  m a n a g e m e n t  an d  ope ra t ions  m odel.
With in ter im  financial su p p o r t  and  careful p lan n in g ,  opera t ions  and  service 
levels m ay  be a ligned w ith  available, secu re  fu n d in g  sou rces  over the long­
term.

W hy is "fix ing" Ihe sy s tem  so difficult? The A laska  M arin e  H ig h w a y  opera tes in an 
e n v iro n m en t  w ith  m arket,  political and opera tiona l  cha llenges  un like  those anyw here  
else in the w orld . Its service m an d a te  is b road , its m ark e ts  small a n d  diverse, and  its 
p o l i t ica l  s u p p o r t  in c re as in g ly  f ra g m en te d .  T y p ic a l ly ,  a n n u a l  a p p ro p r ia t io n s  fall 
a pp rox im ate ly  S10 m illion  short of what is needed  to sus ta in  opera tions . The balance has 
com e fro m  a n o w -d e p le te d  rese rve  fund . Success ove r  the  long -te rm  will requ ire  .1 
carefu lly  crafted  com bina tion  of m anagem en t,  o p e ra t io n s  and  fu n d in g  stra tegies ( jnd 
execution)

Yet the  v a lu e  o f  the  sy s te m  is clear. In a d d i t io n  to p ro v id in g  t ra n sp o r ta t io n  to 
co m m u n it ie s  with no  o ther  op tions  an d  in fra s truc tu re  for several regional economies, 
A laska 's  M arine  H ig h w a y  System  has  an  an n u a l  econom ic  im pact estim ated  at S171 
million in 1995
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Conclusions

This p re l im inary  s tu d y  identified die following key issues concern ing  the susta inability  
o f  ferry service in Alaska:

* The M arine  H ig h w a y  con tinues  to se rve  critical in fra s t ru c tu re  n e e d s  in 
coastal Alaska.

* The system  is in financial crisis.

* The issue of how to m ake  the M arine H ig h w ay  system  financially susta inable  
has not been resolved.

* The cu rren t  opera ting  m odel is o u tm o d ed  a n d  no  longer adequate ly  m eets  
the needs of users.

The Southeast  Ajaska T ransporta tion  Plan ho lds  prom ise, but leaves m any  
im portan t  questions unansw ered.

* The existing m anagem en t structure  m ay  not be sufficient for the fu ture , and 
o ther  m anagem ent m odels  exist that a re  w or thy  of consideration.

■ Proposed legislation leaves some key issues unnddressed .

T h e  M a rin e  H ig h w a y  serves  critical in frastructure  needs.  Even m ore no w  than w hen  it 
w a s  co n c e iv e d  half  a c en tu ry  ago, the sys tem  is a soc io -econom ic  lifeline for its 
com m unities . A n u m b e r  of sm aller  com m unities are  ex trem ely  d e p e n d en t  on the AM H S 
for the m ovem en t of basic goods. In addition, it p rov ides  the basis for regional trade  and  
m ay  be key  to ad d ress in g  new  seafood markets. The sys tem  is also a critical e lem ent in 
the visitor in d u stry  statewide.

T h e  .system is in f inanc ia l  crisis. A reserve fund that p e a k e d  in 1995 at $46 million, is 
n o w  fully  d ep le ted .  W hile  ea rned  incom e has been  re la tive ly  s te a d y  at 54 pe rcen t  of 
op e ra t in g  expend itu res ,  general fund  appropria tions  to the M arine  H ighw ay  Fund have 
declined  from 49 percen t of expend itu res  du r ing  die late 1970s and  1980s to 37 percent 
o f  e xpend itu res  d u r in g  the  past five years. Confronted w ith  p roposed  FY03 fund ing  that 
is 56 6 m illion  below the AM HS request, m anagers  have  ou tlined  a p rog ram  of service 
cu ts  and  vessel lay-ups. Even if next year's funding  Is restored , the g ap  between earned  
incom e a n d  o p e ra t ing  expenses is expected to rem ain  at ro u g h ly  S-10 million per year 
u n til  the SA TP Is subs tan t ia l ly  im plem ented  (curren tly  p ro jec ted  in 2008). Even with 
p lan n e d  im p ro v em en ts ,  how ever, expenses are projected  to o u ts tr ip  ea rned  income by 
$32.7 million in 2010 accord ing  to AMHS plann ing  docum en ts .  This Is $4 5 million m ore  
than  tho average  annual general fund appropriation  over the pas t  decade.

I he  issue  of how  to m a k e  the  M arine  H ighw ay  system  f inanc ia lly  su s ta inab le  has  not 
b e e n  r e s o l v e d .  A fo rm al ev a lu a t io n  of a l te rn a t iv e  financ ia l  m o d e ls  an d  the ir  
im plica tions  for Alaska has n ever  been perform ed. Some long-term , acceptable balance 
of public fu n d s  and earned  income m ust be achieved, yet none has yet been proposed.

T h e  cu rren t  o p e ra t in g  m odel is ou tm o d ed .  The o pera t ing  m odel  on which the AM US 
has  been based  since its inception clearly is no  longer acceptable  Both vessels and  cost 
s t ru c tu re  a re  inflexible. Ihe  sys tem  is unab le  to m eet u se rs '  h ighes t  priority  need 
regular an d  convenient schedules

I h e  S o u th e a s t  A laska T ransporta tion  I’lan ho lds  p rom ise ,  b u t  leaves  m any  ques tions  
u n a n sw e re d .  A new  Alaska ferry opera tions  m odel  is a r t icu la ted  in the  Sou theas t  
A laska  T ra n sp o r ta t io n  Flan (SATP). faster ships, sho rte r  runs ,  sm alle r  crews. In fact, 
reg iona l self-suffic iency is an explicit goal of the SATP H ow ever ,  the  Flan does  no t 
specify  h o w  self-suffic iency is to be achieved, an d  critical e lem en ts  rem ain  e ither
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u n k n o w n  or undefined . While fast c a ta m a ra n  vehicle  ferries  are  increas ing ly  used 
w orldw ide , they have not been tested in Alaska service. Further, critical elements of the 
SATP are  either in limbo or have been a d d e d  or d ro p p ed  in ad hoc fashion in the years 
since the p lan  w as first developed. These include key road  links, location ot terminals, 
the s tru c tu re  of individual routes, and  w hole  vessels, for exam ple  to p ro v id e  mainline 
se rv ice  n o t  env is ioned  by the o r ig ina l  SATP, but s u b s e q u e n t ly  d e te rm in e d  to be 
desirable.

SATP financial projections are not sufficiently  deta iled  to genera te  confidence in the 
f inancial pe rfo rm ance  of the sys tem  in actual opera tion . The p o te n t ia l  response  of 
A M H S 's  largest m arket segment, the visitor m arket, to SATP-typc serv ice  is unknow n 
an d  largely  untested . Given w hat has  been  learned from  the Alaska Marine Highway 
Marketing and Pricing Study (2000) an d  o ther  recent analyses , d o  the load factors 
pro jected  in the SATP still seem reasonable?  If not, w h a t  is likely to be the impact on 
fares and  sendee? Finally, with the legislature reluctant to au thorize  GARVEE bonds for 
cuiLStruction of new vessels, how  will the SATP be im plem en ted  an d  o v e r  w hat period 
of time?

T h e  e x is t in g  m an a g e m e n t  s truc tu re  m ay  not be su ff ic ie n t  for the  fu tu re ,  and  o ther  
m o d e ls  ex is t  that  are w o r th y  of c o n s id e ra t io n .  C o m m u n ity  te s t im o n y  about ferry 
se rv ice  a n d  the role of Lhe D e p a r tm e n t  of T ra n sp o r ta t io n  an d  P ub lic  Facilities in 
p ro v id in g  it continually echoes Lhemes of confusion and frustra tion abou t how  decisions 
are m ad e  .and enacted. For its part, the depa rtm en t  is caught be tw een  d e m a n d s  for better 
service at low er prices, grow ing  p ressure  to cut costs, an d  equ ipm en t  an d  labor contracts 
that largely  prec lude  either. With no d e a r  agreem ent or direction a b o u t  ho w  to resolve 
this d i lem m a, is it any w o n d e r  that A M H S decisions often a p p e a r  to em erge  from an 
in sc ru tab le  "black box?" Yet the ques tion  of w he ther  there  are  be tte r  w ays  to m anage 
the sys tem  in the future has not been systematically addressed .

Ferries a n d  m any  o ther  types of m ass  transit  in the US are  c o m m o n ly  organized as 
"au tho r it ie s ."  While A laska's  needs are  unique, aspects of this m odel m ay  help address 
the seem ing ly  inherent conflict in des ign ing  a system  that  is responsive  to user needs 
an d  also a u to n o m o u s  enough  to opera te  efficiently. Preliminary' research  into this type 
o f  s t r u c tu r e  ind ica tes  that  it ho lds  p ro m ise .  For ex am p le ,  the  In te r-Is land  Ferry 
A u thority  recently  inaugura ted  independen t  ferry service be tw een  Ketchikan and Prince 
of W ales  Is land . H ow ever, significant questions  rem ain. There is n e ith e r  another ferry 
system  nor  a transporta tion au thority  in the US that approaches  the geographic  scope of 
A la sk a 's  M arin e  H ighw ay . Further ,  au th o r i t ie s  are  typ ically  based  on a predictable  
rev e n u e  s tre a m  that m akes them relatively independen t  of annual appropria t ions . The 
m e c h a n is m  by w h ich  this w o u ld  occur  s y s te m -w id e  in A laska  has  not yet been 
id e n t i f ie d .  O th e r  p u b l i c /p r iv a t e  h y b r id s  that m ay  be re le v an t  in c lu d e  selective 
p r iva t iza tion  and p ub lic /p r iva te  partnersh ips.

P ro p o s e d  leg is la t ion  leaves som e key  issues  u n a d d re s se d .  Tw o bills in troduced  this 
legislative session -  SB 130 and  SB 271 -  p roposed  sw eep ing  changes lo tin1 structure of 
AM11S H ow ever , neither ad d ressed  fu n d am en ta l  ques tions  abou t  how  service levels 
s h o u ld  be de te rm ined  or on what basis they shou ld  be funded . Two characteristics ol the 
A laska  R ailroad  re la tive  in su la tion  from the political p rocess  a n d  a portfolio  of 
r e v e n u e -p ro d u c in g  real e s ta te  an d  o th e r  assets  — hold  p ro m ise  for ferries as well 
I low ever, m erg ing  the two systems, us SB 271 proposed, does not seem a good solution. 
N e ithe r  is it clear that the type  of b oa rd  struc tu re  envisioned in both bills will work well 
for a sys tem  the size and complexity of AMI 15
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Recommendations

The Alaska M arine H ighw ay  System is at a critical ju n c tu re .  It c anno t  con tinue  with 
bus iness  as usual because the fund ing  is not available. It m ay  be able to buy  time to 
im p lem en t  a new  opera ting  model. However, the M arine  H ig h w a y  F und  has been used 
to b u y  time since 1995 to the tune of $46 million. The n e w  sys tem  (as described in the 
SATP) is still several years  aw ay and  to some extent u n d e f in ed .  As tim e e rodes  so do 
options  and the chance to act in a deliberate and though tfu l  w ay . W ith  A laska 's  coastal 
infrastructure  needs heavily w agered on the SATP model, the s takes  are high.

M cD ow ell  G ro u p  therefo re  r e c o m m e n d s  th a t  the fo l lo w in g  b ro a d  q u e s t io n s  be 
exam ined  in o rder  to better  identify  the M arine H ig h w a y  tha t  will best meet the future 
needs o f  Alaska:

• W hat en tity  or com bination  of entities is m ost  l ike ly  to opera te  the M arine 
H ighw ay  System in a w ay  that achieves the best possib le  mix of cost control, 
serv ice  p ro v is io n  (p asse n g e rs  and  f re ig h t) ,  a n d  r e v e n u e  g e n e ra t io n ?  
Possibilities include:

- A governm en t departm ent (current m ethod)

- O ne or m ore  public  corpora tions  or "au th o r i t ie s ,"  for exam ple , s im ilar  to 
the Alaska Railroad or the Inter-Island Ferry’ Authority’

- One or m ore private  corporations

- Some com bination of the above

• W hat is the financial perform ance of the SATP as cu rre n t ly  conceived likely 
to be? W hat cap ita l  and  o p e ra t in g  d e c is io n s  a re  m ost  critical to that 
performance? On w hat basis and by w h o m  shou ld  those decisions be m ade?

• W hat mix of public  (federal, state, and local) fu n d in g  an d  ea rned  income will 
p r o v id e  the  m o s t  s ta b le  bas is  fo r  A l a s k a 's  m a r in e  t r a n s p o r ta t io n  
infrastructure  and  how  can it be achieved? This is the  m ost p ress ing  issue for 
the system, since none of the other im p ro v em en ts  can  be im plem en ted  unless 
this problem  is solved.

Related issues include how  to balance statewide, regional and  local needs  and  in te res ts  
anti the  how  ferry service will be integrated with o ther transpo rta tion  infrastructure.

This W hite  Paper p resen ts  limited, prelim inary  research  in to  a l te rn a t iv e  approaches  to 
m arine  h ighw ay  service in Alaska It is not in tended to p ro v id e  a n sw e rs  to these difficult 
questions. Rather, it suggests avenues for further investigation .ind analysis.

Hie p a p e r  d iscusses  w hy  this i*- a critical o p p o r tu n i ty  for the  M arine  H ighw ay  and 
ou tlines  s teps  to he lp  e n su re  that the opp o r tu n ity  is n o t  lost. A ttach m en ts  inc lude  a 
p re lim inary  fram ew ork  for evaluating m anagem ent m o d e ls  an d  descrip tions  of a few of 
the re levant m anagem ent an d  operational structures to be found  in an d  outside  Alaska.
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A  C r i t i c a l  O p p o r t u n i t y

Situat ion  O verv iew

Role of the Marine Highway

O f the 32 Alaska com m un it ies  c u rren tly  se rved  by s ta te  ferries, on ly  a h a n d fu l  are 
connec ted  to the m a d  system, an d  just a dozen  have jet service. For the others, small 
p lanes, p r iva te  boats and an occasional barge are the only outside  links. Regionally, the 
M arine  H ig h w a y  System  p ro v id e s  the ordy reliable tran spo rt  b e tw e en  m ost of these 
com m unities . Airplanes -  both small and  large -  are expensive, w ea ther  dependen t ,  and 
capac i ty  constra ined . The Alaska M arine  H ig h w a y  p rov ides  a su rro g a te  road  system 
and a foundation  for regional trade.

For the sta te  as a whole, the M arine  H ig h w a y  System  is both a key visitor access point 
and  o n e  o f  the s ta te 's  best k n o w n  an d  m ost p o p u la r  destina tions. The system  carries 
a pp rox im ate ly  50,000 non-resident visitors pe r  year either into or ou t of the state. These 
v isi to rs  s ta y  in Alaska an  ave rage  of m ore  than  tw o weeks. All told, approx im ate ly  
140,000 v isitors  travel each year on the M arine H ighw ay at som e poin t du r ing  their visit. 
They travel widely, w ith nearly ha lf  (47 percent) visiting Anchorage.

As a recreational attraction, the M a n n e  H ighw ay  has  few parallels. N inety-three percent 
o f  s u m m e r  travelers  -  visitors an d  locals alike -  rate  their overall experience  on the 
A laska  fe rr ie s  good  or very  good. N early  all s u m m e r  p a s se n g e rs  u se  the ferries 
p r im ari ly  for p leasure  and to experience  the Inside Passage, Prince William S ound  and 
o ther  coasta l  w a te rw ay s  in a special way. T w o  th irds of s u m m e r  p assen g e rs  d o  not 
cons ide r  a n o th e r  alternative w h e n  m aking  their trip plans, and only 7 percen t consider 
traveling b y  cruise sh ip .1

Mission of tho AMHS

The form al mission ol the AM H S is no t entirely  clear, a cond ition  that has contributed to 
the v o lu m e ,  if not the qua li ty , of d e b a te  on  the system . A ccord ing  to  Legislative 
Research R eport 02.016 (December 14, 2001), the published mission of the Alaska Marine 
H ig h w a y  Sys tem  is " to  p ro v id e  safe, reliable, and  efficient t ran spo rta tion  of people, 
goods  a n d  vehicles a m o n g  Alaska co m m u n it ie s ,  C a n a d a  a n d  the ‘Low er 48,' while 
p ro v id in g  o p p o r tu n i t ie s  to d e v e lo p  a n d  m ain ta in  a reasonable  s ta n d a rd  of living and 
high q u a li ty  of life, including social, education  and health  needs."

The AMHS 2000 Traffic Volume Report a r t ic u la te s  a m iss io n  " to  s e rv e  Alaskan 
c o m m u n it ie s  by  p rov id ing  passenger ,  freight (van) and  vehicle t ransporta tion  service 
be tw een  c o m m u n it ie s  w ithout land  h ig h w a y  connections. This service helps  meet the 
social, ed u c a t io n a l ,  health  an d  econom ic  needs  of A laskans."  The S outheas t  Alaska 
T ra n sp o r ta t io n  Plan (SATP) re in forces  a v iew  of the M arine  H ig h w ay  as necessary 
infrastructure . The Plan, which largely concerns  itself w ith ferry service, offers as one of 
its six fo rm al goals to " suppo r t  local econom ic  deve lopm en t and  s treng th  th rough  the 
p rov is ion  o f  adequate  and affordable transporta tion .. .

1 M . i la  Manne H ighuvy  System Marketing j n.i P nang  StuJy. M cD ow e ll l l rm ip . 1W -2 0 0 0 .
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Residents  o f  A M H S-served  com m unities  otten  cite the sy s te m 's  des igna tion  as pa rt  of 
the na tiona l  h ighw ay  sy s tem  as evidence that it is in tended  to m eet the sam e essential 
needs  as a land ro ad ,  and  w ith  the sam e  expec ta tion  of p u b l ic  su b s id y  no rm a lly  
associated w ith  h ighw ays. H ow ever, according to the Legislative Research Agency, "the 
ph rase  "essential se rv ice"  w as not m en tioned  in the A M H S en ab lin g  legislation." The 
agency  su gges ts  that " . . .  legisla tors  m ay  have acted u n d e r  the  a s su m p t io n  that the 
A M H S w o u ld  e v e n tu a l ly  becom e  se lf - s u p p o r t in g ,  as  o n e  p re - s ta te h o o d  r e p o r t  
p red ic ted . ' '1

Historical Performance

Ln A M H S 's  early  yea rs ,  the n e w  serv ices and  vessels w ere  w a rm ly  w elcom ed  and 
becam e, by default, the benchm ark  against w hich expecta tions  w ere  m easu red . Prior to 
1975, the  w ho le  sy s te m  ran  on $20 million per  year, abou t  tw o - th i rd s  of w hich was 
earned ’ .come. By 1985, opera ting  costs had nearly tripled, to a pp rox im ate ly  $62 million 
p e r  year. They  have  co n tin u ed  to rise at abou t ha lf  the rate  of inflation', to the curren t 
level of $80 million.

R idersh ip  has  trended  so m e w h a t  differently. After rising m ore  o r  less steadily  into the 
early  1990s to a h igh  of 420,000 annual passengers, r ide rsh ip  dec lined . In 2000 351,000 
people  rode the M arine H ighw ay , about 20,000 fewer than in 1985.

The most often  cited reasons for the increase in  opera ting  costs are  labor contracts and 
new  Coast G u a rd  regu la tions . Law m akers have also accused  the  AM H S of being "top 
heavy"  in  m an a g e m e n t .  H ow ever ,  the Marketing and Pricing Study of 2000 noted that 
certain m an a g e m e n t  capac ity  considered  critical to p r iva te  secto r  m ar ine  operations -  
nam ely  m arke ting , c u s to m e r  relations and reservations  -  w as  w oefu lly  inadequa te  at 
AMHS and, further, that this w as a significant cause of the sys tem 's  declining ridership.

If there is "excess" m an a g e m e n t  at AMHS, it seems m ore  likely to lie in the cumbersome 
con trac t ing  and  o v e rs ig h t  m echan ism s  that m ay  be in h eren t  in p ub lic  services. For 
exam ple, a 2001 Ferry Operations ami Service Study of n o r th e rn  S ou theas t  Alaska routes 
ad d e d  an 11 percent p re m iu m  to its estimates for new  vessel construc tion  to account for 
the d ifference  be tw een  historical state contracting cosLs an d  those typical ol the private  
sector. The s ta te 's  leng thy  d isp u te  with the builders  of the Kennicott, w hich  cost nearly 
$80 million, seem s to bear  ou t that approach.

Current Financial Situation

Declining sta te  su p p o r t  together  with failure to raise fares and  m arke t effectively du ring  
a d e c ad e  of r is ing  cos ts  have  left A laska 's  M arine  H ig h w a y  System  (AMHS) on a 
precipice  an d  w i th o u t  a net. A lthough the system  typically  e a rn s  m o re  than half the 
a m o u n t  o f  i ts  o p e ra t in g  expenses , this leaves a s ign if ican t g ap . For reference, the 
W ashington  State D epar tm en t  of Transportation ferry system, w ith  m u c h  sim pler routes 
and  a m uch  larger m arket, earns only about 60 percent of its opera t ing  costs.

The A M H S h a s  been  d e m o n s t ra b ly  in financial crisis  s ince 1995. At that time its 
opera ting  reserve in the Alaska Marine H ighw ay  Fund reached a peak  of $4o,3 million 
an d  began  to  decline. O stensib ly  established Only L 1991) to see  the system  through 
short- term  an d  em erg en cy  expenditu res , the fund 's  reserve ba lance  has not functioned 
for that pu rp o se .  Rather, it h is been used  to fill an ever-w iden ing  g ap  betw een the sum

1 Legis la tive  Research Report 02  016 
’ Hax’ ci on Ihe national C on sum e r Price Index
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of AMHS earned income plus annual legislative appropriations and the system's actual 
operating expenditures.

Since FY 1996 operating revenues have increased slightly from around $39 million to $42 
million. Legislative appropriations have held between $27 and $29 million. However 
operating costs have trended steadily upward since 1998. The gap between revenues 
and expenses is now in the neighborhood of $10 million per year.*

Reserve funds were exhausted during FY 2002. As a resuJt, a recent proposal by the 
legislature to fund AMHS at $6.6 million less than its requested level for FY 2003 is 
projected by DOT/PF to result in service reductions for tiiree vessels and the accelerated 
retirement of two others, also resulting in less sendee. Unless the system is drastically 
reconfigured or receives substantially more public funding, it seems clear that routes 
must be permanent!} cancelled and vessels idled.

The Alaska Marine Highway Vessel Replacement Fund was also designed as a "savings 
account" for the system, this one to provide for repair and replacement of aging vessels. 
Most of these capital expenses have been covered by federal highway and transit funds. 
The balance of the Vessel Replacement Fund is currently zero.

Summary of AMHS Operating Budget (in Smillions) 
1991 to 2000 with 2001 and 2002 Projected

Fiscal
Year

AMHS Fund 
Beginning 
Balance

AMHS 
Revenue lo 
AMHS Fund

General Fund 
Subsidy lo 

AMHS Fund

AMHS
Operating

Expenditures

AMHS Fund 
Ending 
Balance

1991 0.0 40 5 70.5 70 5 40.5
1992 40.5' 44 1 30.7 69.7 456
1993 45 6 42 2 30 0 71.6 46 1
1994 46.1 417 28.7 71.1 45 4
1995 45.4 43 6 28 4 71.1 46.3
19S6 46 3 39.0 28 3 69.5 44 0
1997 44 0 38 6 286 69 9 41 4
1998 41 4 37 4 26 9 68.0 37.7
1999 37.7 38 8 27 3 74 0 29 8
2000 29 8 40 3 27 1 752 22 0
2001 22 0 42.7 27 9 80 1 12 5
2002 12 5 42 6 28 8 80 5 3 5

Sou rce  Legislative Research Report, Decem ber 14 , 2001 R epu rl # 0 2 .0 1 6

• A m oun ts ,uc app rox im a te  anti based on analyse an il p ro jec tions p repared  du ring  FY ilX ir by Legislative » mann*
D iv is ion .
* I  l ie  A M I IS ! und became e ffective July 1, 1*W1 ll was cap ita lized  w ith $40 s m illion  from  p rio r year AM I IS revenue
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Source of the Gap between Revenues and Costs

In fiscal year 2000, ferry system revenues covered 54 percent of operating expenditures, 
and no capital costs.4 While it is the norm for public transportation to cost more than it 
brings in, AMHS operating costs of approximately 51.25 per passenger utile are high.' 
Excess capacity, inefficient vessels, unprofitable routes or schedules, inflexible labor 
costs, and inadequate peak prices and off-peak price differentials are the main drags on 
operating margins. Historically, labor costs have represented approximately 70 percent 
of the AMHS operating budget.

Revenues

Market studies have identified lack of consistent, convenient scheduling and a 
responsive reservations system as the biggest barriers to increasing local ridership. A 
combination of 24 hour crewing, tidal restrictions and long, complex routes makes it 
difficult to spread service evenly over the week or month a .d impossible to schedule 
arrivals and departures at convenient times of day. Telephone hold times on the 
reservations system have improved recently, but historically have exceeded industry 
standards by a factor of five or more.

Simple follow-up target marketing has been identified as the most effective way to 
increase business, but, until recently, the system has lacked the capacity to execute it. 
Years of administrative downsizing together with a general lack of private-sector visitor 
industry experience and orientation have resulted in steadily declining visitor sales 
during a period of rapid expansion in the cruise industry. Alaska arrivals via AMHS 
declined 37 percent overall from 1989 to 1999. During the same period cruise ship 
arrivals increased by 200 percent.'

Hus suggests that management structures designed to respond to a market model could 
make a major contribution to the sustainability of the ferry system. A more market- 
oriented system could employ the profit incentive and shed political constraints lo reach 
more optimal capacity, vessel and service configurations, routes, service schedules, labor 
schedules and costs, and pricing.

Costs

The same factors that hamper the system’s ability to respond to market needs combine 
to leave current ferry management with few options for cost control beyond large cuts in 
service. Labor and fuel cost are the two significant variables in vessel operations 
efficiency. Both .ire largely pre-delernuned by existing vessels and routes. When vessels 
operate lor more than 12 hours in succession, as AMHS vessels do, the Coast Guard 
requires that they carry a fresh crew aboard to assume operations at or before the 12- 
hour deadline. The Coast Guard aLso sets requirements fur the number and type of crew 
that must be aboard depending on llie type of vessel and service.

4 Table 2. .1 .Summary of Ihe LtgisLnnr anJ Fi>uj/ HiW.rry the M j>Li M jnnt Highu ay Si/ttrn. I eg is la live  Resear.h  Repur!
N o  02 .016. December 14, 21X11.
' F o r com parison , opera ting cose, fo r  UC Ferries in 21 XU were app roxim ate ly SO ‘15 pe r passenger nule.
’ M cD ow e ll G roup , A laska M arine I lig hw ay  System  Marketing and Pncing S tudy , 2000 . V'ol I, page 4V
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To the extent that there has been room within Coast Guard regulations to institute labor 
savings, tine AMHS has had little success in the past obtaining labor contracts that 
accomplish this. In 1997, an attempt to take a hard negotiating stance with the three 
AMHS unions - the Marine Engineers Beneficial Association, the Masters, Mates and 
Pilots union, and the Inland Boatman's Union - ended with little change in the system's 
cost structure, according tu Legislative Research Report 02.016. The current three-year 
contracts end in 2003.

This leaves the AMHS with only one real cost-control option, cutting voyages and 
laying-up vessels. The option is not attractive since layup produces no revenue and 
labor inflexibilities limit cost savings. The fundamental problem is that the units of 
adjustment consist of large vesseLs and long routes. This means that capacity cannot be 
matched to demand using reasonable incremental adjustments. Any cost-saving 
measure big enough to be effective has a draconian impact on service.

Challenges to Continued Operation

The Alaska Marine Highway System is confronted with a funding crisis so severe that its 
ability to meet basic needs is in doubt. Service cuts are already being planned for this 
summer. Although a new operating model - faster ships with smaller crews on shorter 
routes -  has been designed ( the SATP), it is not clear that there is the political will to 
implement that system. Neither is it clear that the current management structure - 
resource-thin and battered from years of political wrangling - is the best choice to 
operate it. Finally, it has not been demonstrated publicly that the new system will, in 
fact, be financially sustainable.

Limits of Past Planning

Unknowns in tho SATP

Hie Southeast Alaska Transportation Plan (SATP), developed over the past decade, 
recognizes many of the shortcomings of today's AMHS. It identifies a new service 
paradigm consisting largely of faster ships, smaller crews and more direct routes. 
However, to implement these recommendations without also looking hard at the 
operating entity charged with making them work and the financing mechanisms that 
will keep them solvent is to set the stage for failure. The SATP, itself, was developed 
within the system that produced llie current malaise and may be expected to reflect that 
system's limitations. These include limited understanding of markets and marketing, 
susceptibility to political pressti? and a general lack of private sector experience in 
setting and achieving financial performance goals.

Most critical, the SATP was not designed to be financially sustainable. It calls for vessels 
and routes that should, in theory, be more economical. However, it does not identify 
either a funding mechanism or an operating rationale to ensure stable, sustainable 
service. In fact, the plan represents something of a "Cadillac," with its combination of 
fast point-to-point service and continued mainline routes supplemented by occasional 
Inter-Island Fern' Authority (IFA)-type vessels.
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S h o r t c o m in g s  o f  O th e r  P la n n in g

Ferry system planning to date has, to the study team's knowledge, been conducted in 
sound, workmanlike fashion. However, it suffers from a systemic shortcoming: the 
agenda and scope of work in nearly all cases have been determined by DOT/PF. The 
Socio-Economic Impacts of the Southeast Alaska Transportation Plan on Petersburg (2000) is 
something of an exception. However, it, too, was funded by the Department.

A result of DOT/PF's approach to planning is that, by and large, the objective has been 
to identify the most cost-effective alternative, including the "status quo" or "do nothing" 
alternative. Not generally included, however, are attempts lo identify the most 
financially sustainable alternative, or to re-think the fundamental rationales behind 
service provision.

Further, the world of ferries, especially fast ferries, is changing rapidly. This evolution is 
being tracked on many fronts. The US Transportation Research Board currently 
catalogues more than 50 recent studies pertaining to ferries, ranging from new ways to 
project ridership to environmental impacts, to analysis of how public decisions are 
made. The Board is undertaking its own National Ferry Study on Lhe evolution and 
current status of US fei y systems.

Ferry transportation in many other countries is more advanced than in the US. 
However, little is known about the financial structure of these operations because most 
of them are private companies. An attempt by independent consultants to learn more in 
this regard was largely unsuccessful, according to AMHS management.

Limits of P roposed  Solutions -  SB 130 and SB 271

Bills to alter the structure of the Marine Highway and, specifically, to create a ferry 
system "authority," have been introduced in the legislature since the mid-1990s. The 
current legislative session is considering two proposals. SB 130, sponsored by Senator 
Robin Taylor of Wrangell and co-sponsored by Senators Austerman and Cowdery, 
proposes to create a separate authority to manage the system. It's seven-member board 
would consist of the commissioner of DOT/PF and six citizens appointed by the 
governor, two of whom represent ferry system unions. Two board members must have 
private sector experience and others must represent the public in various specified ways.

A second bill, SB 271, sponsored by Senator Jerry Ward of Kenai and co-spoasored bv 
Senators Austerman, Cowdery and Taylor, is similar in many regards. In its first draft, it 
called for state ferry service to be combined with the Alaska Railroad under a single 
authority charged with operation of both. A committee substitute was offered, 
eliminating the combination with the Railroad. The new entity would reflect the current 
Alaska Railroad Corporation model in that real estate holdings would be managed in 
such a way as to subsidize operations, at least to some extent, The new authority would 
be authorized to select 500,000 acres of land conveyed to the state under the Alaska 
Statehood Act. The bill does not address the type or location of the land, why this 
particular amount was chosen, or what revenues the authority would be expected to 
generate with it.
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The bills are similar in that:

■ Both amend AMHS enabling legislation with language that indicates increased 
state commitment to the system's financial and service stability. SB 130 goes 
farther, noting that the system is an "essential part of the state transportation 
system and that it warrants continued and predictable state support."

■ Neither provides a mechanism for ensuring certain relevant expertise in the 
governance body. For example, no board members are required to have 
experience operating a profitable marine transportation system.

• The bills require the legislature to fund the system in "an amount that is 
consistent from year to year and is the amount necessary, after consideration of 
gross revenue, to provide stable services to the public consistent with the 
provisions of AS 19.65.050 (b) (4)" i.e., predictable and stable sendee. However, 
they do not describe a means by which to establish service or revenue 
expectations.

• Similarly, the bills call for vessel schedules to "optimize" the frequency of service 
to all ports, but do not describe how the number and choice of ports is to be 
determined nor on what basis frequency is to be optimized.

■ Both bills also auth jrizc management to conduct independent labor negotiations, 
and both provide for labor to be represented on the governing board.

Unanswered Questions

Before we risk condemning any future ferry system to tire same funding, operational, 
and management demons that afflict this one, it makes sense to ask some basic 
questions.

• Will the construction and working capital to implement the Southeast Alaska 
Transportation Plan (SATP) be forthcoming?

• If implementation of the plan is delayed, what will happen to day-to-day ferry 
operations now that the Marine Highway Fund is exhausted?

• Is there a package of fair and sustainable financial support that can meet the 
long-term operating and capital needs of Alaska's ferries, and make the system 
less vulnerable to annual budget trade-offs?

• What set of routes, vessels and services would maximize the potential of the 
system to earn income?

• Can the system be designed so that basic operating decisions about who gels 
service and how often avoid becoming mired in political turmoil? What can we 
learn from other systems in this regard?

• What management and governance structure is most likely to succeed at meeting 
the system's dual mandates of basic transportation infrastructure and income 
generation while demonstrating a standard of efficiency that makes it financially 
justifiable. Again, what models might provide guidance?

In simplest terms:

What mix of service, management and funding will make for a ferry system that is 
stable, sustainable and that best meets state and regional needs?
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A Vision of Sustainability

In the words of the Alaska Legislature's Legislative Research Sendees, AMHS's ... "self- 
imposed mandate - to provide basic transportation services to Alaskan communities - 
has been tire source of much controversy and debate in the legislative and public 
arenas."’ No one has ever defined "basic transportation" nor identified a mechanism by 
which to determine appropriate funding. This is not uniformly the case for other Alaska 
public "enterprises," however.

Other Alaska Models

The State has used its resources to subsidize other activities that are normally viewed as 
a less essential government activity than provision of transportation. The Alaska 
Housing Finance Corporation ("AHFC") has received more than a billion dollars to 
subsidize interest rates to homebuyers. The Alaska Industrial Development & Export 
Authority ("AJDEA") at one time had S388 million in capital contributed by the State to 
subsidize business loans. Hundreds of millions were spent by the State to subsidize 
power production and distribution by building the Bradley Lake and Four Dam Pool 
hydroelectric facilities and the Railbelt Intertie.

Approximately $190 million ($100 million from the Constitutional Budget Reserve and 
about $90 million from sale of the Four Dam Pool hydroelectric facilities) has been used 
to endow the Power Cost Equalization program, which subsidizes rural electric rates. 
$100 million was appropriated to the Alaska Science & Technology Foundation to 
promote scientific and technolog)' development.

T h o  F u t u r e  o f  A M H S

The programs just mentioned differ from tire Alaska Marine Highway System in one 
important respect. Each was designed, after a start-up period, to reach a level of 
financial sustainability after which continued large infusions of cash would not be 
required. While this may have been an intention on the part of legislators who 
authorized the start-up and evolution of the AMHS, it has not been an explicit operating 
goal.

Yet it is within the realm of possibility, indeed necessity, lor Lire Marine Highway 
System to provide "basic transportation" while requiring no more than a generally 
acceptable level of operating subsidy. "Necessity" because infrastructure that is 
annually at rusk of curtailment due to lack of funding cannot be the basis for a healthy 
regional or statewide economy.

The critical elements of sustainable service are discussed in L l i e  following section

’ A sum m ary a f the Legislative and Fiscal H istory of thr Alaska S U n n r Highway sys l’ m, p a g e  4 .
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S te ps  t o w a r d  A  S u s t a i n a b l e  S y s t e m

Three Elements of Sustainability

Each of three critical elements of the system must be in place and coordinated with Ore 
other two:

* Management
■ Operations
■ Finances

Past ferry studies, including the Southeast Alaska Transportation Plan, have focused on 
operations. At best, this is enough to build a one-legged stool, and even that leg is not 
clearly drawn.

Management and Governance Planning

The attachment "Evaluation of Potential Management Models" discusses three broad 
management approaches: public, private and some combination. Each type Iras 
strengths and weaknesses with respect to tire Alaska Marine Highway System. Purely 
public entities tend to be more subject to political pressures and less skilled at business 
tactics. Private sector firms may not be responsive to public needs and may not have 
access to certain types of funding. Public/private hybrids are possible, but require 
careful structuring and monitoring.

Preliminary analysis suggests that the "authority" model, variously used for ports, 
transit systems, bridges, tunnels, ferries and airports, offers some advantages for 
Alaska's ferry system. Authorities are overseen by a board of directors charged with 
meeting both service and financial goals. They typically are able to act more 
independently than government line agencies (departments).

Placing the ferry system in the hands of an authority is not a panacea, however. The 
degree to which it is publicly responsive depends on the makeup of its board and the 
nature of its mission. Extending this line of reasoning to its logical extreme suggests that 
responsiveness might be maximized under multiple sub-regional authorities similar to 
the IFA. Hie mechanism by which those bodies might work together to provide an 
efficient whole is by no means clear, however.

Further, an authority's independence relies heavily on its ability to cover its own costs. 
Authorities are generally designed so that the sum of their operations makes them self- 
supporting. Within a port or transit authority, for example, bridge tolls may be used to 
subsidize ferry service.

Further analysis of a range ol potential management entities is warranted. Entities 
should be evaluated on the extent to which they are able to:

• Control operating costs
• Generate revenues
• Access appropriate public funds
• Engage in effective contracting negotiations
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• Make timely, well informed business decisions
• Understand and respond to local, statewide and visitor market needs
• Meet the requirements of vessel and port operations
• Manage effectively all the assets of the system

Operations and Service Planning

There is no need to replicate the planning process undertaken for the SATP. It is 
generally accepted as having been reasonably thorough and most of its fundamental 
findings are not at issue. However, is the SATP a financially sustainable operations 
plan? The answer is that no one knows. Sustainability was not a goal of the SATP 
process. Rather, the plan sought the "best balance of cost and service," a quality that 
clearly depends on one's perspective. Financial projections for the SATP demonstrate 
that it compares well with other operating options at a particular level of service. However, 
the projections do not provide guidance with respect to how sendee can best be 
modified, should financial considerations demand.

The Lnter-Island Ferry Authority (IFA), on the other hand, is predicated on 
sustainability, that is, on fares covering operating costs. Whether this will prove 
achievable is not yet known. Although its scope of operations is tiny compared to 
A MIPS, IFA may be an instructive case study.

The LFA-type vessel is another variable. The SATP identifies a number of advantages to 
small passenger vessels built under Subchapters T and K of Coast Guard regulations. 
However, it leaves their potential deployment in Southeast Alaska unspecified, Further 
analysis is needed to understand the financial implications of using these vessels for day 
and, possibly, 24-hour sendee, or day service with the vessels overnighting in outporls, 
depending on scheduling demands.

Other unresolved SATP issues include decisions about certain key road links and 
terminal locations and about the nature and cost of ground transportation needed 
between proposed terminal sites.

To address these issues, the SATP must be translated into a business plan. It must 
specify the degree to which each of its sendees is expected to contribute to net revenues.
It must define the best sustainable balance of cost and sendee system-wide. This means 
that, if an unprofitable service is to be pursued, the source of its subsidy must be 
identified, whether that source is earned or unearned income. It also means that effort 
and expertise must be invested in maximizing profits, or at least contribution margin, 
throughout the system.

This type of analysis was performed for a recent BC Ferries study - Review of BC Ferry 
Corporation and Alternative Uses for the Fast Ferries (20(H). Ihe author concluded that the 
BC system could not realistically expect to implement its own operating plan. Hie report 
recommended a thorough re-examination of BC Ferries' management with the goal of 
"de-politicizing" decision making. While Alaska's Marine Highway is not faced with llie 
Canadian dilemma of what to do with expensive new vessels that have been deemed 
unusable for their intended purpose, politically motivated derisions have taken their toll 
here as well.
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F in a n c ia l  P la n n in g

Identifying the composition of a fair and sustainable financial plan is the single most 
important step needed to secure the Alaska Marine Highway's role in the future. This is 
precisely because operating all runs on a break-even basis is unrealistic. Like any public 
infrastructure, coastal marine transportation must have a package of funding that is 
generally accepted at the federal, state, regional and local levels as practical, fair and 
reasonable. Here, again, we must address a continuum. Stability will likely result from a 
combination of operating and capital revenue sources that includes earned income, and 
federal, state, regional and local funds.

Earned Income

Based on past market studies, it is clear that the system could increase its level of earned 
income significantly This, in turn would reduce public subsidy and pass more costs 
along to users, ideally in return for value delivered. There are at least five general 
sources of earned income:

* Regular/Local tariffs - Management should understand how - and have the 
authority — to set regular tariffs in a way that maximizes net revenue per 
route. If some other rationale is used lo set tariffs - such as "everyone pays 
the same" - then some subsidy must be identified to make up the difference.

■ Seasonal/Visitor tariffs and tours - As studies have pointed out, it is critical 
in the travel business to be able to charge according to what the product is 
worth to individual market segments. This means seasonal pricing, package 
pricing and pricing based on reservation and trip timing. The airline model 
of price discrimination and load management may not be desirable, but 
many of its fundamental characteristics are.

• Concessions and licensing - Lack of management capacity, entrepreneurial 
incentives, and seed money, together with restrictions imposed by labor 
agreements, have prevented the system from exploring concession and 
licensing opportunities. While not likely to be big business, these can 
contribute to a sustainable system.

• Freight tariffs - Freight service has long been a kind of homeless child of the 
AMHS. Not wanting to compete with private firms, the system has 
underplayed its freight services to the point where many potential customers 
do not take them seriously. A sustainable ferry system will need a business 
strategy that takes advantage of its capacity to serve the niche that lies 
between barge and air freight services.

■ Asset management - Income from managing, leasing, trading, etc. of system 
assets is a relatively unexplored avenue for AMHS. Assets may be land, 
financial instruments, vessels, even expertise and information.

Federal Funds

In addition to funds specifically designated for ferry systems, AMI IS has been eligible in 
the past for federal highway and safety funds and, to a lesser extent, public transit 
funds. Another federal funding rationale that might be applied to ferry service is the 
Essential Air Service program, which currently subsidizes air service fur approximately 
100 smaller rural communities, one quarter of which are in Alaska.
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State Funds

In addition to annual appropriations, state mechanisms used to fund ferry operations 
elsewhere include gasoline excise taxes and highway taxes. Funding for particular 
functions, such as marketing for private ferry service that serves public and visitor 
needs, has also been provided by some states.

Regional and Local Funds

Local funding mechanisms used elsewhere to subsidize ferry service have included sales 
taxes, bridge and tunnel tolls, airport revenues,'0 and real estate taxes. Bed/head taxes 
on visitors is another potential source of local funding

Summary of Options

Management and Governance

Key Question: What management structures and skills will be most successful at 
operating in a way that meets consumer needs, minimizes costs, maximizes earned 
income and acts as a vehicle for other funding as appropriate?
Structures Line agency, public corporation/authority, public/private 

partnership
Skills Vessel operations, sales and marketing, customer service, 

political skills, financial management, yield management, 
partnering

Operations and Service

Key Question. What combination of routes, vessels and other services will meet regional 
anil statewide needs most efficiently?
Routes Long-distance, shuttle, hub & spoke, road links
Vessels Size, speed, capacity, operating cost
Schedules Timing and incidence of service
Other services Freight, tourism, reservations, retail sales.

Tunni*! lolls and a irp o rt revenue* are gene ra lly  p an  ol .1 m u  o l revenue Iv i irallv avail.iMe lo  la rg e r m e im p  l l iu n  
ju lh o n t i r s

Mannp Highway Transportation imprvvumnnt Study -  Part I McDowell Group, me • Page 1 6



F in a n c e s

Key Question: What combination of earned and unearned income will sustain the 
Alaska Marine Highway System in a manner commensurate with the services it 
provides lo its local, statewide and visitor constituencies?
Earned Income Local fares 

Visitor fares and tours 
Concessions and licensing 
Freight tariffs
Asset management (real estate, investments, vessels)

Federal Funding Highway and transit funds 
Essential service funds 
Other federal programs

State Funding Taxes for local / regional infrastructure 
Visitor industry support 
Other state programs

Regional/Local
Funding

Bed tax / Head tax / Sales tax 
Other local programs

A Preferred Ferry Managem ent Model

At this preliminary stage, it is not clear that any particular management structure is an 
obvious choice for the Alaska Marine Highway. The attributes, advantages and 
disadvantages of various structures are discussed in the attachment "Evaluation of 
Potential Management Models."

A sustainable model must combine responsiveness lo community needs with 
responsiveness to market demands. In many cases, these may be at odds. For this 
reason, a desirable model must also offer access to public funding mechanisms. Four 
basic choices exist:

• A line agency of government (current system)
• A statewide public corporation (for example, Alaska Housing Finance 

Corporation)
• A regional quasi-public corporation (such as the Inter-Island Ferry 

Authority)
• A public/private partnership (wherein some management functions are 

performed by public employees and some contracted to the private sector. 
Note that this arrangement may be a subset of either a statewide or regional 
public corporation The barriers to incorporating private contracts into line 
agency management are more significant.)

A purely private operating model is unlikely to be satisfactory unless service 
expectations by users are substantially adjusted. Many routes do not have enough 
ridership potential in the foreseeable future to be profitable at current service levels or in 
.ill seasons. Vehicle and freight van Service, in particular, are difficult to provide to 
smaller communities on the basis of positive marginal revenues.
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E valuation  of  P o t e n t ia l  Ma n a g e m e n t  M o d e l s

The ability of a management structure to move AMHS towards sustainability can be 
evaluated in terms of the scope of management authority, operational efficiency, 
external controls on management, and access to capital.

1. Docs it have the authority to make the necessary decisions?
2. Does it have the incentive to operate efficiently?
3. Is it responsive to local and statewide needs?
4. Does it have access to necessary funding?

Structures that offer the greatest latitude to management to determine the services 
provided and the prices charged, and control costs will have the best hope of reaching 
sustainability. With respect to services provided, what ability will management have to 
determine capacity, vessel configurations, routes, and service schedules? In the near- 
term, flexibility in regard to service is limited by the fleet configuration. Access to 
capital, as well as market economics, will constrain the long-run.

Possible management structures for AMHS range from pure public sector to pure 
private sector, to some mix in between. Decentralization of management is another 
dimension to be considered. Decentralized operations could involve a mix of public and 
private structures. Statutory guidance and standards for the process of decentralization 
would be needed.

Decentralizing ferry management can be a force for sustainability. For one thing, the 
limited geographic scope of management limits the opportunity for cross-subsidization 
of routes. It also Limits access to general tax and financial resources of tho State or other 
communities that might be used for subsidies. It helps ensure that services are tailored 
to market demand

Key M anagem ent Measures

Operating Authority

An Alashi Marine Highway System Marketing and I'm ing Study documents the failure of 
AMI IS to raise faies, even to keep up with inflation, for a period of ten years from 1991 
to 2000.11 This is a strong signal that management's current scope is unduly confined bv 
political and bureaucratic pressures.

Libor is currently the largest cost of AMI IS operations. In fiscal year 2001, it represented 
65 percent of AMHS operating budget. Services provided and the fleet make-up build in 
a lower threshold for labor costs. Hut. beyond the effects of service decisions, to what 
extent can management control manning and staffing, work hours and rules, or 
compensation? A study of the British Columbia ferry system17 identified the following as 
collective bargaining issues that significantly affect efficient operations:

• Inflexibility in work rules, hours, and contracting out

1 Alaska Marine H ighway  System Marketing and Pricing Study, Volume I, M cD ow e ll I J rou p ,, September 20 (0 , page 34
“  Krv iew cf BC Ferry Corporation and A l lm u ih ve  11** fcr the Fast 1 rnte\  page 14.
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• Promotions based on seniority, rather than merit
* Above-market compensation
■ Overtime policy as a disincentive to on-time performance
■ Ability to set crew levels and pay on new vessels

Will management have a free hand in pricing and the resources to effectively market 
ferry services? The Alaska Marine Highway System Marketing and Pricing Study15 
demonstrates how reservation and marketing resources and market pricing could go a 
long ways towards getting AMHS on its own two feet.

AMHS currently operates under a number of administrative procedures to provide 
accountability and public control and protect the public interest. These include:

■ Executive Budget Act
• Administrative Procedures Act
• State Fersonnel Act
• State Procurement Act

These procedures shouid be compared to those under alternative management 
structures to shed light on management's relative ability to determine services and 
prices and control costs.

Does the management entity have the power to issue debt, at least in the case where it is 
supported solely by system revenues? Would it have the power of eminent domain?

Operating Efficiency

Balancing customer expectations with cost-effective operation is the fundamental 
challenge in anv business. It is a much greater challenge when the business involves a 
public service such as transportation. The private sector can use a simple, easily 
quantified measure of efficiency: profits However, public service is measured by an 
almost infinite spectrum of often vague, even mutually exclusive expectations.

To be useful, then, management measures of operating efficiency must combine 
financial and public service goals. Past ferry system planning documents have not 
directly addressed what a desirable balance in this area might be, nor even how to go 
about finding one

A more complex question is "does the current system operate as efficiently as it can.' To 
this, one’ must assume that the answer is "yes " Public employees cannot profit 
personally from inefficient operations, for example. In making "deals" that are in their 
own financial interest. Therefore, thev must do the best they can within the constraints 
and incentives imposed by the system in which they work It is these constraints and 
incentives that warrant further study.

The internal dynamics that cause AMHS or DOT/PF to operate the way they do also 
have not been formally analyzed. The Issue was addressed in a limited way by the 
Marketing and Pricing Study, which noted that improving the fiiunctal performance of 
AMHS sales ami reservations staff would be much easier if standard industry pay 
incentives could be employed Private sector firms often take this principle farther, for 
example by offering cash rewards to employees who identify cost-saving measures. The

"  Alaska M .nitr Htyhuuy System Marketing an>1 F'nang Study
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most efficient management structure for the Marine Highway will be one that 
understands how, and has the authority, to align individual staff incentives with this goal.

R e sp o ns iv en ess  to Local and Statewide Needs

Where statewide or local management is governed by a public corporate form, careful 
attention would need to be given to the make-up of the board and the approvals 
required, if any, from local municipalities or electorates, as under the Alaska Port 
Authority Act.

Responsiveness to statewide needs suggests the continued need for an overall statewide 
management entity. The Alaska Mental Health Trust Authority has potentially useful 
elements of a management structure for determining services in coordination with 
available statewide funding, even though it does not operate services itself. A similar 
ferry entity could operate services and also be responsible for devolution of services to 
be operated by subsidiary entities, either public or private, on a decentralized basis.

A c co ss  to Funding

Where an essential public service is provided to communities and that service is known 
to require a financial subsidy, does management have access to a reasonable and secure 
level of public funding? The management structure must be eligible to participate in a 
program of pubic funding mechanisms that is capable of supporting the desired level of 
public service.

Ferry transportation nLso requires large capital investments. Access lo capital markets or 
government aid for capital improvements will be critical in the long run. If operations 
are not sustainable, a ferry will also need an outside source of funding for operating 
subsidies.

A management structure could need access to federal, state, or municipal support. Given 
the predominance of federal highway aid (both formula programs and Discretionary 
Ferry Boat funding1*) and mass transit aid for capital improvements, legal, institutional, 
and political barriers, or competition for these fluids need dose examination.

Access to the public debt and private equity markets may also be important for capital 
funding. The ability to use tax-exempt borrowing would be important if there is any 
possibility ol debt financing supported by ferry revenues. Revenue debt can require net 
cash flows that are 25 percent or more greater than debt service This would be a far 
greater challenge than sustainability of operating costs, given that cash flows currently 
barely covering half of operating costs.

If a ferry operation can use tax-exempt financing, State or municipalities might provide 
additional credit support. This could include general obligation bonds ("GOB's"), 
limiled-GOB's. moral obligation bonds, lease-financings, and GARVEE or other bonds 
supported by particular government revenue stream.

“ Action i:07, THA-21
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Public Sector

Ferry systems can be operated as a line agency of a government. This is tine current 
structure of AMHS. It is a division of Lhe Alaska Department of Transportation and 
Public Facilities ("DOT&PF"). It is governed by the appointed officials in Lhe chain of 
command from the Governor, to the DOT&PF Commissioner, and on down, subject to 
various State laws and administrative procedures, labor agreements, and Federal 
regulations.

Enterprise Funds

While still a line agency, ferry systems can be structured as an enterprise fund within 
Lhe government's accounting system. An example of this is the International Airports 
System within DOT&PF.

Generally accepted accounting principles1' define Lhe purpose of enterprise funds as:

"...to account for operations (a) that are financed and operated in a manner similar to 
private business enterprises—where the intent of the governing body is that the costs 
(expenses, including depreciation) of providing goods or services to the general public 
on a continuing basis be financed or recovered primarily through users charges; or (b) 
where the governing body has decided that periodic determination of revenues earned, 
expenses incurred, and/or net income is appropriate for capital maintenance, public 
policy, management control, accountability, or other purposes."

Enterprise funds are often used to meet the disclosure and accountability necessary to 
issue revenue bonds. This is the case with the International Airports System.

AMHS statutes have created two funds—the Alaska Marine Highway System Fund and 
the Alaska Marine Highway System Vessel Replacement Fund—that provide something 
similar to enterprise fund accounting. But, they are accounted on the State's books as 
part of the general fund, a governmental fund.

One of the principal differences between enterprise and governmental funds is that only 
enterprise funds report long-term assets and liabilities on their balance sheets. Also, full 
accrual accounting is required only of enterprise funds. These differences would require 
an accounting of AMHS capital assets and annual charges for depreciation.

The Governmental Accounting Standards Board is phasing in requirements that will 
move even governmental funds closer to an enterprise model. The Board's Statement 3-1 
will require accounting for infrastructure asset values and annual depreciation or 
maintenance charges.

L in e  A g e n c ie s

" N ation a l C ounc il on  G ove rnm en ta l Accounting Statement N’n. 1. G overnm enta l Accounting and Financial Reporting  
I ’nnc ip les
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P u b l ic  A u th o r i t ie s

Public authorities arc another type of governmental structure. They have a legal 
existence independent of the state or municipal government—usually, they are created 
by law as public corporations. They may still be administratively lodged in departments 
of government— for example, AHFC is part ot the Alaska Department of Revenue—to 
facilitate oversight, budget coordination, or other administrative functions.

They also 1)7)10311)' have a different governance structure, usually a board 0/ directors, 
either appointed, ex officio, elected, or some mix. They may be created with statewide, 
regional, or municipal scope, for any purpose. They typically have administrative 
procedures similar to government, but often with greater flexibility.

Authorities may be given the power to tax or issue debt. Authority debt may receive 
various forms of credit support or guarantees from the parent government.

Authorities can provide a degree of independence from electoral politics, But, they also 
run the risk of becoming captives or advocates of users or suppliers of the services they 
administer. A degree of financial independence in terms of budgetary approval or 
retention of earnin; s may shift authorities closer to market-driven incentives. 
Endowment will) financial resources can encourage an orientation to bottom-line results, 
but can also encourage assaults by interest groups that lead to the ruination of the 
commons.

P r i v a t e  S e c t o r

Private sector management assumes that the State would exit the ferry business 
altogether, or on selected routes during selected times of the year. It denotes leaving the 
decision to the market as to what, if any, ferry service will be provided, Private ferry 
operations are common, particularly in Europe. In the US, public entities often eschew 
potential profits in favor of private operations. For example, when a study projected that 
a fast ferry operating between Gloucester, Massachusetts and Shelburne, Nova Scotia 
could be profitable, the City of Gloucester actively courted private sector interest in the 
route.

Private sector management structures would most likely take the form of for-profit 
corporations. Unlike public corporations, they con issue stock to raise capital, finance 
acquisitions, or reward employees. Significant capital investment would normally weed 
out oilier structures such as non-profit corporations that do not provide a return on risk 
capital. Business and other risks would rule out proprietorships or partnerships that do 
not provide limited liability. Small business structures that do provide limited liability 
such as limited partnerships, limited liability corporations, or subchapter S corporations 
can be cumbersome for obtaining outside capital ot providing equity participation 
incentives to employees.
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S y s te m  D iv e s t i tu r e

The geographic scope of private sector ferry operations could be system-wide or 
confined to selected routes, The current deficit in AMHS operations suggests that 
system-wide privatization would severely truncate routes and service, if a private 
sector operator had to recover capital costs, it would create great uncertainty about 
what, if any, routes or services coidd sustain themselves. This would be true whether a 
private operator acquired existing AMHS assets or purchased new vessels or terminals.

Even if AMFS donated its existing assets to a private sector operator, the continuation of 
many routes and services would be in doubt. In addition, federal regulations may 
restrict the terms of transfer of assets funded from federal aid, or require repayment to 
Llie federal government of the proceeds of any such asset sales.1’

No AMHS assets have been financed with tax-exempt bonds. If they had been, IRS 
regulations governing private-activitv bonds could create problems with transferring 
assets to a private entity'. Looking forward, private owners could face higher capital 
costs because of lack of access to tax-exempt financing for future capital improvements.

Service Shedding

Rather than abandoning the system to the vagaries of the orivate sector, AMHS could 
indulge in selective service shedding. AMHS could solicit proposals for providing 
service for selected routes, seasons, etc. that cover, or could reasonably be expected to 
cover, their costs.

Divesting any service that made money for AMHS would deepen the System’s 
operating deficit. In theory, bids should represent the capitalized value of the routes' 
future earnings stream. If earnings were potentially greater under private operation, 
bids would more than compensate for aggravated future deficits.

Regulation of Competition

Where AMHS relinquishes service, some encouragement could be given to private ferry 
operations by limiting competition. AMIIS could award franchises lor particular areas 
as part of the bidding process. Alternatively public utilities-style regulation could be 
established, requiring certificates of convenience and necessity.

“  n.xecutive O rd e r  12S03 f r om  1992, Executive O rd e r  12093 f rom  1994. and the cuirent federal h ighway aid statutes, as 
amended b v  TLA-21 w ou ld  need to be examined.
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Public/Private Partnerships

Where both the public and private sectors are involved in providing a good or service, 
the operation is frequently referred to as a "public/private partnership". In actuality, 
this seldom takes the legal form of a partnership or joint venture. More often, 
"public/private partnership" is a term used to gamer popular support for either public 
financial support to private sector operations or contracting out public sector services to 
the private sector.

For example, Wisconsin's ferry service across Lake Michigan is essentially a private 
operation. However, the state has shown a willingness to provide such things as start-up 
support for new routes, marketing support and assistance for capital projects.

Partnerships

Partnerships, in the true sense of the word, denotes legal partnerships, joint ventures, 
or corporations, in which there are both public and private equity investment and joint 
governance, if not management and operation. Conflict coudd be expected between 
profit incentives and government mandates to provide ferry services. The joint 
operating agreement or articles of incorporation would have to spell out strictly the 
scope of sendees and equitably allocate costs, profits, and risks.

Public Financial Support

Fublic financial support for private or subsidiary public ferry operations can take many 
forms. But, the most critical element is what control or assurances of service the 
government obtains in return. A laissez-faire approach leaves determination of what 
sendees will be provided to the private sector or subsidiary entity. Financial support 
could include:

• subsidies or prizes, awarded for example on a passenger-mile basis
■ dedicated or shared revenues, also based on some performance measure
• tax incentives or exemptions with respect to income, property, sales, or fuel 

taxes
• credit support or financing guarantees for assets used in Alaska ferry 

operations; or
• lending for ferry assets

With a public services approach, government would retain control over the services 
provided. But, ownership of assets and operation of service would lie with tho private 
sector. Financial support would be provided in the context of a contractual relationship 
that sets out routes, schedules, or capacity of sendees provided. Ihe types of support 
mentioned above could be provided, but there would be more flexibility to negotiate 
fixed payments or obligations, as well as performance-based ones. In addition, support 
could include;

■ capital contributions in the form ol equity or grants 
• endowment of forrv operations
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A study of Lhe British Columb' erry system1’ suggests that if a process for privatizing 
routes were established,

“Even for operations where there is litlJe present appetite in tire private 
sector, the very conduct of the process and the accompanying pre- 
commercialization activities will ultimately result in further 
commercialization opportunities.''

Private Sector Contracts

In addition to privatizing ferry operations on specific routes, “public/private 
partnership" could include contracting out specific functions in running a ferry 
operation. For example, the cabin housekeeping or ship operations of vessels might be 
contracted to a private firm. Restaurant or bar operations might be provided on a 
concession basis.

Administrative or shoreside operations that might be contracted out include:
• management/administration
• marketing
■ reservations
• dock  operations

• layup

AMHS already depends to a great extent on private firms for planning, design, and 
construction of capital improvements. But, in addition to acquisition of capital assets, 
AMHS might be able to lease vessels or terminals or pay usage or port fees for the use of 
terminals. Of course, AMHS could contract with municipalities, public authorities or 
agencies, or non-profits as well as the private sector.

”  Kci'ti'W o] IW i f r r y  Corporation •> rj./ Alternative tlsr.v tor the Fait I r inn , l-red K VV right, Decentbtrr 2001, page 2 S.
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E x a m p l e s  o f  A l a s k a  M a n a g e m e n t  M o d e l s

C u r r e n t  A M H S  M o d e l

AMHS operates nine vessels on routes that cover 3,500 miles of Alaska and British 
Columbia coastline between Bel'ingham, Washington and Dutch Harbor. It serves 32 
Alaska communities plus Beilin /lam and Prince Rupert, British Columbia. The system 
has always been operated as an agency of state government. In 1997, Lhe legislature 
ordered the that AMHS be reorganized and merged with the Department of 
Transportation and Public Facilities.

The primary management units at AMHS are general administration, financial 
administration, reservations, vessel operations and port operations. Recently, 
authorization was obtained for a single marketing position. General planning and 
contracting are handled by other DOT/PF units. The director of Southeast Region for 
DOT/PF is also active in ferry system issues and sits on the ferry' committee of the 
national Transportation Research Board.

Decision-making is handled as with any State department. There is no special 
mechanism or body to provide representation for the communities served by the system. 
Funding is prioritized through the same Statewide Transportation improvement 
Program (STiP) that determines other DOT/PF project funding. An often-discussed 
issue is whether the STIP is an effective way of addressing the ferry’ system's strategic 
needs. For example, tire first two fast vehicle ferries are slated for service between Sitka 
and Juneau and in Prince William Sound. However, it is not clear from existing planning 
documents that these are the routes that present tire greatest opportunity for revenue 
enhancement or system-wide service improvements as u result of tire new vesseLs.

Since 1990, ferry' system finances have been funded through the Alaska Marine Highway 
Fund and the Alaska Marine Highway Vessel Replacement Fund. Both are sub-funds of 
the state's general fund. Tire Alaska Marine Highway Fund receives revenue from 
operations and annual appropriations by tire legislature. Appropriations do not lapse at 
year-end. However, the fund meets Alaska's constitutional prohibition against 
dedicated funds because it is at all times subject to legislative appropriation for any 
purpose. The fund provides AMHS an increase in financial .*utonomy over the pre-1990 
arrangement whereby the system was operated directly from tire general fund by annual 
appropriation.

v

The Vessel Replacement Fund was to act as a savings account" to meet vessel-related 
needs. To date $19.5 million have been appropriated to the fund, all of which has been 
spent or committed. Since 1995, the vast majority of vessel refurbishment and 
replacement projects have been funded through the National Highway System 
Designation Act and the Transportation Equity Act for tire 21*' Century. This includes 
$31 million for the first fast vehicle ferry, authorized in 2000.
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Alaska Railroad Corporation

The Alaska Railroad Corporation is a public corporation, legally independent from the 
State. It cannot issue stock (AS 42.40.300). Organizationally, it is a political subdivision of 
the State Department of Community and Economic Development.

Notably, operation of the Railroad is declared to be an essential government function 
(AS 42.40.010). At the same time, it is mandated to generally operate on a self-sustaining 
basis (AS 42.40.100 (3)). Statutory provisions exist for requesting and receiving State 
subsidies for particular services. But, no subsidies have ever been requested. The 
statutes would require subsidies to be calculated in a specific manner, as prescribed by 
the United States Interstate Commerce Commission, now the Surface Transportation 
Board. Revenue and profits, if any, ore retained by the Railroad for railroad purposes 
(AS 42.40.530).

The Railroad has been endowed with substantial amounts of land, both along railroad 
rights-of-way and elsewhere. In part, this is to assure unobstructed, efficient rail 
operations. But, revenues from non-rail uses of land also provide financial independence 
from State politics. They can cover variabons in operabng earnings that might otherwise 
require the Railroad to go hat in hand to the Legislature to maintain essenhal services.

Historically, the Railroad's rail operations have shown a profit, sufficient to recover 
depreciabon. In 2001, they only covered operating expense. About half of the Railroad's 
5306 million in assets have been funded from Federal grants and earmarked 
appropriations. $79 million in retained earnings have funded another quarter of the 
assets.

Eighty-three percent of total rail revenues of $96.2 million in 2001 came from freight; 
fourteen percent came from passengers. Net income of 56.6 million from real estate 
accounted for all of the Railroads net earnings in 2001. The Railroad achvely manages its 
real estate. It has had a real estate department since the mid-1990s. Still, of some 18,000 
leasable acres, only about 2,500 are under lease or permits.

Privatization is a possible goal for the Railroad. A number of rail services do not pay 
their own way and would most likely be jettisoned under private operation. AS 
42.40 260 requires an annual report that analyzes the potential for sale of the corporation 
to private owners. Annual costs and income by category of sendee are included in the 
annual report. The Governor may also lease the Railroad under certain conditions (/VS 
42 40.940). The Railroad has privatized some passenger services via "pull” contracts for 
rail cars owned bv Princess and Holland America and relies on private contractors for 
the bulk of its capital improvements.

A seven-member board of directors governs the Railroad. The board includes two State 
commissioners and five public members. The majority of public members enhances the 
board's political independence. The public members must be appointed by the Governor 
and confirmed by the Legislature. Two members must have railroad expertise and one 
member is a Railroad employee bargaining unit member. Terms are staggered, but 
members serve at the pleasure of the Governor, potentially undermining continuity and 
independence.

The scope of the board's management authority is broad. It includes service levels and 
routes, rates, labor agreements, and budgets. Its budget is not subject to approval by the 
Governor or Legislature. With approval of the Governor, the Railroad may exercise the 
power of eminent domain.
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There are a number of external limits on management's authority in these matters. The 
Railroad is deemed a common carrier subject to the jurisdiction of the Interstate 
Commerce Commission (AS 42.40 060 (b)(2) , now the b.urface Transportation Board. 
Rates must conform to the requirements of Llie Alaska Railroad Transfer Act of 1982 (AS 
42.40.250 (14)). Legislative approval is. required for the Railroad to issue bonds. There 
are no provisions for the SLate to make its credit available for Railroad debt obligations.

The Railroad is generally exempt from the State's Administrative Procedures Act, State 
personnel and collective bargaining statutes, and Lhe State procurement code. But, there 
are Railroad statutory provisions relating to adopting rules, collective bargaining, and 
procurement. About 80 percent of Railroad's 670 employees belong to one of five 
unions. The Railroad and interest on its debt are exempt from State and municipal taxes 
(AS 42.40.910), as well as Federal taxes.

As a corporation, the Railroad's liability is limited to its own assets or revenues. Railroad 
obligations create no rights against the State (AS 42.40.500). The Railroad's land is 
exempt from taking by adverse possession (AS 42.40.450).

A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  & E x p o r t  A u t h o r i t y

The Alaska Industrial Development & Export Authority ("AIDEA”) is a public 
corporation, legally independent from the State. It also is a political subdivision of the 
Department of Community and Economic Development.

The main purpose of AfDEA is to provide financial assistance to business enterprises. 
AIDEA does so by purchasing loan participations, issuing loan guarantees, and owning 
and operating economic development projects. Economic development projects are often 
transportation infrastructure facilities.

These activities have been funded through State capital contributions of cash and 
existing State business loans; proceeds of AfDEA taxable and tax-exempt bond issues; 
and earnings on loans, investment securities, and development projects. Earnings on 
loans include loan commitment and guarantee fees charged to borrowers, as well as 
interest earnings.

AIDEA is essentially mandated to cover its costs. Interest rates on loans are statutorily 
set at AIDEA's cost of funds, including overhead. Bond-funded economic development 
projects must be able to meet debt service. AIDEA is authorized to charge fees for the 
projects it owns to provide a return on investment. This mandate, combined with a 
contribution of almost S300 million from the State, now produces substantial 
earnings—over $40 million in fiscal year 2001. This helped prompt a statutory provision 
that AIDEA pay an annual dividend to the Stale.

The oil price crash of the mid-1980's caused large loan losses for AIDEA, and limited 
demand for new loans into the 1990's. As a result, AIDEA's net worth grew little during 
this time. But in the last ten years, AIDEA's equity has grown from $6-13 million in 19*91 
to S878 million in 2001. And. this is after paying a cumulative total of $91 million in 
dividends to the State from 1996 to date.

A five-member board of directors governs AIDEA. The board includes three State 
commissioners and two public members. The Governor appoints the public members 
There are no expertise or experience requirements for any members. Except for two ex­
officio State commissioners, members serve two-year terms.
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Even with a majority of State executive branch cabinet members on its board and short 
terms for public members, AIDEA has remained profitable. Business-like management 
has played a role. But in large part, AIDEA's profitability is due to statutory 
privatization of the underwriting decision.

Private lenders determine what loans will be made to business enterprises. AIDEA by 
statute (AS 44.88.155) may only purchase participations (up to 80 percent) in loans that 
are originated by private lenders. Further protections are contained in statutory 
underwriting criteria for these loans, such as Ioan-to-value ratios.

For economic development projects, AIDEA statutes limit bond financing to projects 
that are economically and financially feasible (AS 44.88.095 (d)). The statutes allow 
projects to be subsidized by the State (AS 44.88.173 (b)). But, primary reliance on bond 
market financing enforces profit-oriented decision-making.

The scope of the board's management authority is rather limited. Statutory and financial 
market underwriting criteria ensure funding only for viable enterprises and projects. Of 
course, there is still a lot of judgment and discretion that must be exercised by the board 
with respect to individual projects. Interest rates and fees on loans are limited by statute.

AIDEA's operating budget is subject to the Executive Budget Act. AIDEA is generally 
not subject to the State's Administrative Procedures Act or personnel statutes. 
Legislative approval is required for AfDEA to issue bonds in excess of $10 million for 
economic development projects. Until 1989, AIDEA could issue moral obligation bonds 
of the State. Authority to issue any bonds other than refunding or conduit bonds sunsets 
July 1,2003.

AIDEA is exempt from Federal, State, and municipal taxes, though it often negotiates 
payments in-lieu of taxes on economic development projects. Interest on its debt is 
exempt from State and municipal taxes (AS 44.88.140), but some private activity bonds 
are subject to Federal taxation.

As a corporation, the AIDEA has limited liability and cannot obligate llie State.

I n t e r - i s l a n d  F e r r y  A u t h o r i t y

The Inter-island Ferry Authority ("IFA”) is a public, legally independent, corporation 
organized under the Municipal Port Authority Act (AS 29.35600-730). It is a political 
subdivision of the municipalities that created it.

Petersburg, Wrangell, and Prince of Wales ("POW") out-port communities—those not 
on designated National Highway System ("NHS") ferry routes—created the IFA to 
improve AMHS ferry service between their communities and with Ketchikan. Parallel 
ordinances adopted by each participating municipality, and approved by their voters, 
created the IFA. A Memorandum of Understanding was executed between the AMHS 
and IFA to transfer responsibility' for POW ferry service to IFA.

Under the Municipal Port Authority Act, each participating municipality had to approve 
an IFA development plan for the specific project that it would operate. Under the plan, 
IFA has financed the construction of two ferries and terminal improvements from the 
proceeds of IFA revenue bonds, guaranteed by the Ketchikan Gateway Borough and 
issued through the Alaska Municipal Bond Bank, earmarked Federal ippropriations 
passed through the Federal Transit Administration, Federal and State aid to highways, 
and other sources.
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U nlike som e port, bridge or o ther types of au thorities  e lsew here  in the U.S., au thorities  
u n d e r  the Alaska Municipal Port A uthority  Act do  no t have  the pow er  lo levy' any  taxes. 
N o r  a re  they  en ti t led  to receive any  d e d ic a te d  g o v e rn m e n t  revenues. A laska  po r t  
au tho r ities  are designed for self-sustaining operations.

In a d d it ion , form ation of port au thorities  requires local initiative. This requires that there 
be a p e rc e iv e d  need  for im p ro v e d  or lo w e r  cost serv ices . It re in forces  realis tic  
a ssessm en t  of m arket dem ands, or the value of any services that might be subsidized.

A se v e n -m e m b e r  board  of d irec to rs  g o v e rn s  IFA. Each p a r t ic ipa ting  m u n ic ip a l i ty  
a p p o in ts  one  d irec tor and the board  ord inarily  then ap p o in ts  an  at-large d irec to r  from 
nom ina tions  m ade  by participating municipalities. Terms are s taggered.

TEA expects  to cover all operating cost from the farebox and  concessions. No provisions 
have  been m a d e  for any  subsid ized  opera tions. It expects  a profitable opera tion , even 
though  fares and  em ployee w age and benefit levels1' are  com parable  to AMHS.

IFA 's  ab il i ty  to p r o v id e  im p ro v e d  serv ices  on a p ro f i ta b le  basis  s tem s from  four 
o p e ra t in g  characteristics:

* dayboat operations cuts work hours  from 24 to 12;

■ sm aller  vessels" reduce excess capacity and  crew requirements;

• e l im ina ting  cabin  serv ices reduces  crew  req u irem e n ts  and  increases  fuel 
efficiency; and ,

J food and  beverage operations are privatized.

IFA has substan tia l  political and budgetary  independence. As long as it does not require 
su b s id ie s ,  a p p ro v e d  IFA projects do  not need  b u d g e ta ry  app rova l  by p a r t ic ipa ting  
m u n ic ip a l i t ie s  or o th e r  ou ts ide  parties, Unlike AM H S, it is not subject to the State 's  
Executive Budget Act a n d  the associated s ta tew ide  b u d g e ta ry  politics of legislative and 
guberna to ria l  approval.

IFA is not subject to the State A dm inis tra tive  Procedures  Act or Procurem ent Act. It had 
the op tion  to exercise the p o w e r  of em inen t dom ain  w ith in  its designated  boundaries , 
b u t  chose  to renounce  it. Authorities  u n d e r  the M unicipal Port Authority  Act can issue 
b o n d s  p a y a b le  from a u th o r i ty  incom e an d  receipts, o r  payab le  by a no the r  p a r ty  if 
secured  by lease or agreement.

In O ctober, 2001, IFA opted  out of the S tate 's  collective ba rga in ing  s ta tu te s11 a n d  IFA 
em p lo y ees  are  not un ion ized . As a result, it is subject to the National Labor Relations 
Act. It can des igna te  m aste rs  and  m ates as  m an ag em en t superv iso rs  u n d e r  the Wage 
an d  H o u r  laws, thereby exem pting  them  from collective bargaining. H u s  ability of JFA 
(and o ther  Title 29 authorities) to opera te  u n encum bered  by existing bargaining units is 
key to k e ep ing  its cost s truc tu re  m anageable . S hu ttle  opera t ions  have benefited local 
e m p lo y m e n t  and  em ployee  morale, because crew return  hom e each night.

As a non-profit ,  m unic ipal  corporation, IFA rem ains eligible to receive Federal h ighw ay  
and  tran s it  funds. It has  limited liability and  is tax-exem pt, though  it m ay negotia te  
p a y m e n ts  in-lieu of taxes.

' IFA em p loy ees  p a r t ic ip a te  in the  State 's Public  E m ployees ' Retirement System (" fT K S") have  Blue C ro ss /B lu e  Shield 
h ea l th  insurance , a n d  a re  covered  u n d e r  Social Security, ra th e r  than  the State 's S u p p lem en ta l  Benefits System ( ”5 t ( S ' )
" IFA vessels are  reg u la ted  u n d e r  U.S. C oast G u a rd  S u bchap le r  K. S u bchap le r  K app lie s  to vessels under  luO gross tor.s 
C oast  G u a rd  m a n n in g  re q u i re m e n ts  increase d ram atica lly  for vessels over  KM) Ions. Subchap ler  R vessels can h av e  m ore  
ih an  IN) p assengers ,  subject to  safety an d  s tabil ity  requ irem ents  
*' Public E m p lo y m e n t  Rela t ions Act (AS 23.40.076-200).
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A l a s k a  M e n t a l  H e a l t h  T r u s t  A u t h o r i t y

The A laska  M ental H ealth  Trust A uthority  ("A u tho rity " )  is a pub lic  co rpora tion  of the 
State. It m anages  Lhe Alaska M ental H ea lth  T rus t  ("Trust") , s p e n d s  incom e from the 
Trust, a n d  plays the lead role in p lann ing  and budge ting  all State m enta l  health  services.

The A u th o r i ty  occup ie s  a u n iq u e  n iche  in  s ta te  g o v e rn m e n t .  U n l ik e  o th e r  State 
au th o r i t ie s ,  the assets the A u tho rity  m anages  a re  an  en d o w m e n t.  Plus, the Authority  
a n n u a lly  p lans  and recom m ends  the State 's s p e n d in g  on mental hea lth  no t just from the 
Trust 's  incom e, bu t from  all sources, including State general funds. Thus, it has complete 
contro l o v e r  its o w n  assets a n d  substantia l in fluence  over all o th e r  resources  that the 
State d evo tes  to mental health.

I h e  T ru s t  assets a n d  incom e are  dedicated  to m enta l  hea lth  services. T he  State cannot 
a p p ro p r ia t e  o r  use  T rus t  asse ts  or incom e for o th e r  p u rp o se s .  By con tras t,  equity  
c o n tr ib u t io n s  m ad e  by the S ta te  to AfDEA or A laska  H o u s in g  F inance  Corporation  
(AHPC) could  be reapp rop ria ted  for other uses. A nd , a portion of the incom e from these 
co rpora tions  is pa id  into the State 's general fund as d iv idends  each year.

The S ta te  C o n s t i tu t io n a l  p ro h ib i t io n  of d e d ic a te d  re v e n u e s 11 b a r r e d  c re a t io n  of 
e n d o w m e n ts  o r  t ru s ts  after s ta teh o o d ,  ab sen t  a C onstitu tiona l  a m e n d m e n t  (e.g., the 
Alaska P e rm an en t  Fund) or except as required  for participation in federal p rogram s. The 
Trust exists because it w as created by federal law  p r io r  to statehood.

Frior to s ta tehood , there w ere  no m ental health  services available in Alaska. The Federal 
g o v e rn m e n t  sent m en ta lly  ill persons  to an in sti tu tion  in Portland , O regon . As part  of 
the t rans it ion  to s ta tehood , Congress passed  the Alaska M ental H ea lth  Enabling Act of 
1956. Th is  act t ransferred  the responsibility for m enta l  health  serv ices from  the Federal 
g o v e rn m e n t  to the T err i to ry  of Alaska and  c rea ted  the Trust. I h e  s ta te  selected and 
received o n e  million acres of federal land to en d o w  Lite Trust.

Rather th a n  m anage  these lands to fund  mental health  services, Lite s ta te  transferred  the 
m o st  v a luab le  parce ls  to p riva te  ow nersh ip  an d  o ther  State and m u n ic ip a l  governm ent 
uses, su c h  as parks. By 1982, only  about 35% of the land trust rem a in ed  unencum bered  
and in S ta te  ownership .

L itigation by  m enta l  hea lth  beneficiaries, b e g u n  in 1982, resu lted  in a S up rem e  Court 
o rd e r  th a t  the orig inal trust be restored . In 1994 a final se tt lem en t  reconstruc ted  the 
Trust w i th  500,000 acres of original T rust land, 500,000 acres of rep lacem en t  land, anti 
$200 million. The Legislature also created the A u thority  pu rsu an t  to the  settlement.

The Alaska P erm anen t  Fund C orpora tion  invests  the Trust's financial assets. The Trust 
Land Office in the D e p a r tm en t  of N atura l Resources m anages  the land . The A uthority  
spends  the incom e from the investm ents  and  land  for m ental health services. U nder  the 
settlem ent, the Authority  may spend  Trust income without a legislative appropriation .

By s ta tu te , the A u thority  each year  develops a C om prehensive  In tegrated  Mental Health 
P rog ram  a n d  fo rw ard s  a m en ta l  health  serv ices op e ra t in g  and cap ita l  bu d g e t  to the 
G o v e rn o r  a n d  Legisla ture . The s ta tu te  requ ires  a s e p a ra te  a p p ro p r ia t io n  bill for the 
p ro g ra m . If the G o v ern o r  or Legisla ture  ch an g es  the budge t,  they m u s t  exp la in  the 
difference in writing.

Sortinn 7, Article IX, A la, hi Stale Constitution.
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In s h a p in g  Lite C om prehens ive  In teg ra ted  M en ta l  H ea lth  P ro g ram , the A u th o r i ty  
reviews the recom m endations  of three o ther boards:

• Alaska Mental Health Board

• G overnor 's  Council on Disabilities and  Special Education

• G o v e rn o r ’s Advisory Beard on Alcoholism and  D rug Abuse 

■ Alaska Commission on Aging

T rus tees  u su a l ly  choose to have existing slate agencies  adm in is te r  Trust funds. These 
s tate  agencies  m u s t  have  legislative approva l to receive an d  spend  Trust funds. Three 
t im es  e a c h  y e a r  the  A u tho r ity  a w a rd s  sm a l l  p ro jec t g ra n ts  to n o n -g o v e rn m e n t  
o r g a n iz a t io n s  p r o v id in g  g rass  roots  m en ta l  h e a l th  se rv ices . T hese  pro jec ts  are  
ad m in is te red  solely by the Authority  and are funded  w ith  Trust income. The A uthority  
is subject lo the State Administrative Procedures Act.

A s e v en -m em b e r  Board of Trustees governs  the A u thority . The G overnor appo in ts  the 
T rus tees ,  a f te r  conside r ing  recom m enda tions  o f  a pane l  com posed  o f  m enta l  health  
beneficiaries o r  their representatives. Trustees are  subject to legislative confirmation and 
se rve  s ta g g e re d  f ive-year terms. The G overno r  is to ap p o in t  T rustees  based  on their 
expertise  in financial, investment, o r  land m an ag em en t  or m ental health  services. The 
G overnor  m ay  rem ove  a Trustee only for cause.

The s ta tu te s  p ro h ib i t  officers or employees of the State, o r  an organ ization  that receives 
Trust m o n ey  u n d e r  grant or contract, from serv ing  as Trustees. This unusua l  provision 
m ay  be d u e  to the m o re  sensitive fiduciary na tu re  of trustees ' duties. But, it recognizes a 
conflict tha t  exists  for corporate d irectors as well, even  though  they a re  held to Jess 
s tr ingent legal s ta n d a rd s  of conduct

i n c . :  • ' is ", " ' • ’* *'•< * ■' M c D o w e l l  G r o u p



E x a m p l e s  o f  N o n - A l a s k a  M a n a g e m e n t  M o d e l s

P u b l i c  F e r r y  O p e r a t i o n s

Washington Stato Ferries

W a s h in g to n  s ta te  fe rr ie s  a re  o p e ra te d  by  the W a sh in g to n  S ta te  D e p a r tm e n t  of 
T ranspo rta t ion . Ferry' opera tions  are funded  th ro u g h  a com bination  of fare box receipts 
a n d  s ta te  taxes. A pprox im ately  4.7 percen t of s ta te  m otor-fuel tax receipts are  dedicated  
to ferries , h a lf  to ope ra t ions  and  ha lf  to cap ita l  cons truc tion . Fare box e a rn ings  are 
requ ired  to p ay  for at least 60 percent of the opera t ing  p rog ram . The W ashington  State 
T ra n sp o r ta t io n  C om m ission , a 7-m em ber board  a p p o in te d  by the governor, oversees 
o p e ra t io n a l  p la n s  for the  ferry system . The com m iss io n  d e ve lops  long-range  plans 
th ro u g h  s ix-year  inves tm en t p rogram s, capital project lists and  biennial budgets .  D ie  
c o m m iss io n  w o rk s  w ith  federal, s tate  and  local officials to deve lop  p a r tn e rsh ip s  and 
rem ove  barr iers  to achieving the state's transporta tion  goals.

BC Forrlos

T he British Colum bia Ferry  C orpora tion  o p e ra tes  as a C ro w n  corpora tion  of the British 
C o lu m b ia  g o v e rn m e n t .  The c o rpo ra tion  is g o v e rn e d  by  a Board o f  D irectors, and 
reg iona l c it izen  com m ittees  adv ise  BC Ferries  r eg a rd in g  c u s to m e r  se iv ice  and  tariff 
reviews. In 2000, the BC governm en t  im p lem en ted  a new  fiscal f ram ew ork  for the ferry 
sy s te m . T h e  g o v e rn m e n t  rem oved  over 1 b ill ion  d o l la rs  of the  c o rp o ra t io n 's  debt, 
enac ted  legisla tion to dedicate  1.25 cents of the  m oto r  fuel tax, and  put three fast ferries 
up  for sa le .  C om plex  tariff s t ru c tu re s  w e re  ra t io n a l ized ,  in fo rm ation  sy s tem s  w ere  
u p g r a d e d  to  im prove  financial pe rfo rm ance  an d  accountability , and  pa r tn e rsh ip s  with 
trave l  i n d u s t r y  o rg an iz a t io n s  w ere  d e v e lo p e d  an d  e x p a n d e d  to p ro m o te  increased 
r id e rsh ip  a n d  p rom o te  British C o lum bia  as  a tourist destination. After a long period  of 
deficits an d  insolvency, the corporation reco rded  an opera ting  su rp lu s  in 2001

Nationalized Forries

C a le d o n ia n  M acB rayne  (CalM ac) is a n a t io n a l iz ed  ferry c o m p a n y  o p e ra ted  by  the 
Scottish g o v e rn m e n t  that p lays  a "crucial social, econom ic a n d  tourism  ro le  in serving 
rem ote , ru ra l  com m un it ie s  in the  Scottish Isles. Tariff levels and  opera tional efficiency 
levels a re  set by the parl iam en t.  A l though  C alM ac carries 80 percen t of the m arke t 's  6 
m illion  a n n u a l  passengers , three p riva te  f irm s a re  also active. The sy s tem  is curren tly  
u n d e r  rev iew  for com pliance  w ith  the E u ro p e an  C o m m u n ity  law, w hich requires that 
g o v e rn m e n t  subsidies be paid only to fulfill a Public Service Obligation, an d  the services 
so covered  m u s t  he open  to competition.

CalM ac p ro v id e s  a n e tw ork  of 2-1 approve il  services In return , the com pany, w h ich  is 
w h o l ly  o w n e d  by Scottish  M inisters, a p u b l ic  body, receives g ran t  su p p o r t  for the 
o p e ra t in g  losses it incurs. In 1998, the su b s id y  am o u n ted  to rouglilv $10 pe r  passenger 
CalM ac also  receives capital grant tunds.
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Port and Transit Authorities

M assachuse t ts  Bay Ferries

The W oods  Hole, M a rth a 's  V ineyard  and N antucket S team sh ip  A u tho r ity  w as created 
by  the M assachusetts  leg is la tu re  to opera te  ferries be tw een  C ape  Cod and  the nearby  
islands. Series A and B bonds  have  been issued over the years  for capital im provem en ts  
to vesse ls  and  facilities. D ie  A u tho r ity  derives  revenues  from its opera tions  (fare box, 
vehicle fare, parking and  freight) lo meet the cost of service in m ost years. Surp lus funds 
are  dep o s ited  into a reserve fund, which is used  to m ake  u p  op e ra t in g  costs in deficit 
years . In recent years , tow ns on  the sho re  o f  C ape  C od h a v e  s u e d  the S te am sh ip  
A u th o r ity  to try to restrict its a u to n o m o u s  control of shore-s ide  facilities and  operations. 
T he s ta te  su p re m e  court  has  ru led  that the A u thority 's  m iss ion  to act as an "essentia l"  
s u p p ly  line  to the is lands  su p e rced es  local zon ing  an d  o th e r  o rd in an ces  and  that the 
A u th o r i ty  need  not take info accoun t the interests of sh o re  com m un it ies .  A bill before 
the 2001 M assachusetts  Legislature proposed  altering the m ake-up  of the A uthority  for 
b ro ad e r  regional representation.

Now York / Now Je rsey  Ferries

The Port A uthority  of N ew  York an d  New Jersey is a financially se lf-supporting  agency 
that  relies  a lm ost entirely  on revenues  genera ted  by facility u se rs  in the form of tolls, 
fees an d  rents. D ie  gove rno rs  of the  two sta tes  each a p p o in t  six b oa rd  m em bers . The 
A u th o r ity  has a broad range  of asse ts  including bridges, tunnels, real estate, and vessels.
It is re sp o n s ib le  for pub lic  transporta tion , including  ferry service, in the g rea ter  New 
York City area.

M u ch  of the ferry service in the N ew  York area is p riva tely  p ro v id e d  and  has evolved in 
resp o n se  to residential d e v e lo p m en t  in areas of N ew  Jersey and  Long Island. In at least 
one  instance, "vertical in tegration  has  m ade  f e r n 1 service a m ore  a ttrac tive  ven ture  for 
the p r iv a te  sector. W hen m uch of the  New Jersey w aterfront lost its value as a sh ip p in g  
center,  a dev e lo p e r  p u rc h a se d  the  land, built c o n d o m in iu m s  and  established p r iva te  
ferry service so that tenan ts  could com m ute  directly to M anhattan  from their homes. NY 
W a te rw a y s  Ls now  the  largest p r iv a te  ferry opera tion  in N ew  York City and recently 
p u rch a se d  additional vessels from Allen Marine in Sitka.

Kitsap, Washington Ferrios

Kitsap Tranr.it is a  Public  T ranspo r ta t ion  Benefit Art a A u thority  (PTBAA), established 
bv the v o t e "  in the late  fall of 1982 and ow ned  by Kitsap C oun tv ,  W ash ing ton  It 
p ro v id e s  p u b l ic  t ra n sp o r ta t io n  serv ices rn the g rea ter  B rem erton  and  Port O rcha rd  
po r tio n s  of Kitsap C ounty , inc lud ing  contracting for a passenger ferrv. Kitsap Transit is 
funded  by local sales tax. fares, arui miscellaneous revenue.
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D e la w a r e  / N e w  J e r s e y  F e r ry

The Delaware River and  Bay A uthority  ope ra tes  the Lewes, D e law are  to C ape  May, 
N ew  Jersey ferry, 5 airports, a toll bridge, a bus iness  park , and  a passenger-on ly  ferry to 
an  historic island. The DRBA is self-sufficient in that  it receives all of it's revenues  for 
opera tion  from tolls, tariffs and  concessions. An official there said tha t  the lerry  itself 
w as  not self sufficient. O ut of the 1.3 million an n u a l  passengers, abou t  900,000 traveled 
from May-Sept., bu t  the DRBA is required to opera te  the ferry 365 days  n year.

San Francisco Forrios

From  a cus tom er service standpoint, ferries, pa rt icu la r ly  fast ferries, have  been a success 
on San Francisco Bay. it  is estimated that ferry trips could increase h o m  the curren t level 
of 100 trips per d ay  to nearly 700 trips per  day  in the next decade. Ir  1999, the California 
leg is la tu re  created  the San Francisco Bay Area W ater Transit A uthority , a new regional 
agency. The legislation au thorized  the WTA to de v e lo p  and  adopt a long-range p lan  for 
o p e ra t in g  a co m p  ehensive  w a te r  transit sy s tem  in San Francisco Bay. D ie  bill alsu 
specified the organizational s truc ture  for the WTA an d  the technical s tu d ie s  that need to 
be conducted .

In 2000, the California  Legislature a p p ro p r ia te d  512 m illion to fund  the env ironm enta l  
im p a c t  repor ts  and  design  functions specified  in the legislation. The objective of the 
W TA is to re l ieve  the Bay A rea 's  traffic co n g e s t io n  by delivering  a cost effective, 
co n v en ien t  an d  en v iro n m en ta l ly  responsive  ferry  transit  a lte rnative . D ie  WTA is to 
p ro v id e  the  California  Legislature with a sse ssm en t  o f  the costs a n d  benefits  of ferry 
serv ice  expansion  an d  to com pare  the env ironm en ta l  and  economic effectiveness of ferry 
service  investm ent with other potential transporta tion  investments.

Minnesota Public Transit

S ou thw est M etro Transit (SWT) is the public  transit agency for C hannassen , Chaska, and 
E d e n  P ra ir ie ,  M inneso ta  - s u b u rb s  of M in neapo lis .  The S o u th w e s t  M e tro  Transit  
C o m m is s io n  is a seven -pe rson  board  re sp o n s ib le  for oversight of the  agency. The 
C o m m iss io n  is com posed  of o n e  elected official a n d  one appo in ted  citizen from each 
cily, a n d  a r ide r  rep resen ta tive .  Ihe  agency  is a pub lic  agency w ith  p r iv a te  sector 
d r iv e rs .  The ag en cy  ow ns  the b u s ts  and  all in fra s truc tu re ,  but con trac ts  for d r ive r  
services. The agency  w as at first funded by p ro p e r ty  taxes, according to John Kragness, 
a n  SW T official. This  w as a s tab le  fund ing  sou rce  that g rew  in re la tion  to p ro p er ty  
va lues  Recently, fund ing  for the SWT w as tied to the m otor  vehicle excise tax, w hich  is 
m o re  volatile from  year to year in respoase to variable vehicle sales.
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E s s e n t i a l  A i r  S e r v i c e -

l l i e  Airline Deregulation Act of 1978 w as p assed  to m ake  the airline in d u s try  m ore  an 
agent of m arke t  forces and less directly subjec t lo governm ent regulation. In passing  the 
law , C o n g re s s  recogn ized  tha t  sm a l le r  c o m m u n i t ie s  w o u ld  r e q u i r e  c o n t in u in g  
g o v e rn m en t  support ,  if they were to retain a ir service. The Essential A ir  Sendee  p ro g ram  
(EAS) w as  schedu led  to expire after 10 years . It w as reau tho rized  for a no the r  10 years 
and , in 1996, w as  m ade  perm anen t.  The a m o u n t  o f  requ ired  m in im um  service is defined 
as tw o  flights p e r  day, five days  per  week. R equired  service and  the a m o u n t  of federal 
s u b s id y  h a v e  all varied over the years. O u ts id e  Alaska, service is p ro v id ed  w ith  19-seat 
a ircraf t.  The use of jets in severa l A laska  c o m m u n it ie s  reflects the  m ost practical 
a p p ro ach  given other routes and schedules.

C u r ren t ly ,  a m ax im u m  of S50 million p e r  y ea r  is set as ide  to g u a ra n te e  se rv ice  to 
a p p ro x im a te ly  100 com m un it ies .  As of J a n u a ry ,  2002, 31 of these w ere  in  A laska, 
inc lud ing  9 in Soutneast Alaska. The a m o u n t  of subs idy  ranged  from  $5,000 in C hatham  
a n d  P u n te r  Bay to m ore  th an  $1 m illion  in A dak . EAS su b s id ie s  for A laska  are  
s u m m a riz e d  in the table.

U Community Annual Subsidy
K o d ia k  (9  b u s h  c o m m u n i t i e s ) $ 1 2 5 , 7 7 4

A k u t a n 3 4 3 , 2 4 6

C o r d o v a 2 7 3 , 0 0 0

G u s t a v u s 2 7 3 , 0 0 0

A d a k 1 ,3 1 2 ,4 3 5

C a p e  Y a k a t a g a 3 0 , 8 7 0

C e n t r a l 1 7 ,9 7 5

C h a t h a m 5 ,1 2 9

C irc le 1 7 , 9 7 6

C o r d o v a 2 7 3 , 0 9 7

F u n t c r  B a y 5 , 1 2 9

G u l k a n a 9 3 ,1 3 1

G u s t a v u s 2 7 3 , 0 9 7

H e a lv  L a k e 3 8 . 6 0 5

H y d a b u r g 5 5 , 4 4 3

Icy B a y 3 0 . 8 7 0

W ay  C r e e k 2 9 , 5 9 4

M c C a r th y 2 9 , 5 9 4

Nikolsk i 4 5 , 0 3 3

P e t e r s b u r g 2 7 3 . 0 9 7

P o r t  A le x a n d e r 2 4 , 5 8 3

S e w a r d 8 2 , 8 7 8

W r a n g e l l 2 7 3 , 0 9 7

Y a k u ta t 2 7 3 , 3 9 7

T o ta l  A l a s k a  E A S  S u b s i d y  ________ | 4 , 2 0 0 .5 5 0

In fo rm at io n  a b o u t  Essential Air Service wns d r a w n  prim ari ly  from  tk n e r . i l  A ccounting  Of lice d o cu m en ts  p re p a red  for 
a 2010 C o n g re5s i1u 1.il S u b cu n u n i i te e  o n  A viation m ee t ing  lo d is ru ss  the  fu tu re  o f  the p ro g r a m  a n d  a \ .ul.it. le at 
http*: < / w w w  . i i rp o r t i i c t .o r g /d e p t s / f e d e r . i l / e iy n W /e a s b a c k g io u n d  p d f
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The p ro g ra m  affects approxim ate ly  500,000 p assen g e rs  p e r  year  na tionw ide , w ith  the 
average  su b s id y  per passenger approx im ate ly  380. The ave rage  load factor in 1999 on 
EAS flights w as 19 percenl, com pared  w ith  70 percen t overall for most major airlines. As 
fuel an d  a irp o r t  costs rise and Lhe size of a ircraft used to p ro v id e  EAS flights increases, 
the p r o g r a m  g row s  m ore  and  m ore  expensive .  A n o th e r  s ign if ican t c o n tr ib u to r  to 
increased costs has been the C om m uter  Safety Initiative, w hich  m an d a te s  "one s tandard  
of safety" for both major and com m uter  airlines.

The s u b s id y  is calculated to cover an  a ir l ine 's  cost p lus  a reasonab le  profit, less any 
revenue  collected on the route. This m eans that any  cost increases are charged entirely  to 
the p ro g ra m . In spite of this, fewer and  fewer air lines have  sh o w n  an interest in EAS 
routes, in p a r t  because airline consolidation has reduced  the effects of com petition  in the 
industry .

N o es tim a te  has  been identified of the impact, if any, of the cam paign  against terrorism  
on the cost o f essential air service. H ow ever, the  events of Sep tem ber 11 have reportedly  
c aused  the US D epartm ent of T ransporta t ion , w h ich  w as  a lread y  considering  cu tting  
EAS to s o m e  comm unities, to rev iew  the p rog ram . Accord ing  to the US DOT w eb site, 
the FY 2003 Office of the Secretary b u d g e t  requests  $117 million for EAS. The request is 
accom pan ied  by proposed  language Lhat w ou ld  allow the p ro g ra m  to be "targeted to the 
c om m un it ie s  with the greatest need."
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Alaska State Legislature
Representative Peggy Wilson

House District 2 
Putting Alaska's Families First

S P O N S O R  S T A T E M E N T  
C S  fo r  S p o n s o r  S u b s t i tu te  fo r  H o u se  Bill 294(T R A )

“ A n  A c t  e s ta b l is h in g  the  A la sk a  M a r in e  T r a n s p o r t a t io n  A d v iso ry  B o a rd  a n d  se t t in g  o u t  its 
p o w e rs  a n d  d u t ie s ;  m a k in g  c o n fo rm in g  a m e n d m e n ts ;  a n d  p ro v id in g  fo r  a n  effective d a te .”

ll is lhe intent o f  I1B294 to establish an Alaska M arine Transportation Advisory Board in statute. 
This Board will provide the steadfast com m and  and control for the A M H S, the continuity  if you will, 
that is essential th roughout any transition o f  a new governor or any changes in the hierarchy at 
DOT/PF.

One o f  the problem s with trying to m anage a system like lhe marine highways is that typically every 
four years a new m anagem ent team is established al DOT/PF. The appointed individuals have a 
varying degree o f  experience  when it com es to managing an organization o f  this nature.

The Board will consist o f  11 m em bers appointed by the governor. They  are all required to be Alaska 
residents and will serve  staggered terms. Five of the mem bers will be from specified districts from 
coastal areas around the state w ho have a significant level o f  experience in the private sector o r  local 
governm ent specializing in financing, econom ic developm ent o r  m arketing.

As delineated in the bill, one m em ber  shall be a retired marine captain, engineer  or a retired licensed 
seaman. One m em ber  shall be a representative o f  a recognized union that represents em ployees  of 
the A M H S. One m em ber  shall be a business ow ner who has experience interacting with the AM H S 
and another m em ber  w ho is a travel agent or tourism specialist familiar with the reservations system 
of the AMI IS. T w o  m em bers  shall be from the public at large. Additionally, at least one resident of 
the Ketchikan G a tew ay  Borough and at least two mem bers who are residents o f  areas not directly 
served by the A M H S  shall be appointed when considering subsection (a)(2) -  (6) on board 
composition.

U nder  the section on pow ers and duties, the com m issioner o f  D O T /PF  shall confer with the board 
after that individual has considered one o r  more candidates for the position o f  d irector o r  deputy  
com m iss ioner  and before  m aking  an appointment to that position.

In addition, the Board m ay establish volunteer regional advisory com m ittees w hose purpose is to 
provide recom m endations  to the Board from their areas, l he Board shall also prepare a strategic plan 
that includes the m ission, core values, objectives, initiatives, and performance goals o f  the AM HS. 
This goes hand in hand with the department being m andated to consult with the Board regarding a 

com prehensive long-range plan.
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The A laska  M arine  H ighw ay  is one o f  two routes in Alaska that have earned the distinction o f  Deing 
named a National Scenic B yw ay  by the United States D epartm ent o f  Transportation. In Septem ber o f  
2005, the Federal H ighway Administration upgraded this designation to an All-American Road.
Onlv 26 o ther  roadw ays in Am erica  have received this title. Being called such, m eans that the A laska  
M arine H ighw ay  has features that do not exist elsewhere in the U SA  and are scenic enough to be 
tourist destinations unto themselves.

The genesis o f  the A laska  M arine H ighw ay  System  occurred in the late 4 0 's  when Steve H om er o f  
Haines together with Robert Som m ers  and Associates staited a com m ercial ferry service on Lynn 
Canal. Mr. H om er and Ray Gclotte, converted a surplus W orld  W ar II, LC T-M ark  6 landing craft 
which they chris tened the M/V Chilkoot. The  Chilkoot M olorship Lines operated  from Tee H arbor in 
Juneau to Haines-Port Chilkoot and Skagway. fh e ir  business was purchased by the Territorial Board 
o f Road C om m issioners  in 1951.

The Chilkoot continued to operate for another 6 years while the territorial governm ent decided to 
build a new, but sm aller  ferry. N am ed the M/V Chilkat, this distinctive ferry was painted blue and 
gold and almost instantly dubbed the “ Blue C anoe.” This vessel began daily service between Juneau 
and the com m unities  on the Lynn Canal in June o f  1957. A fter Alaska becam e a state in 1959, voters 
approved bond issues totaling $18 million to expand the ferry fleet. T he  first o f  the new ships to go 
into service was the Malaspina in January  o f  1963 when it sailed the Inside Passage to Ketchikan.
That com m unity  and the rest o f Southeast Alaska had been without regular passenger ship service for 
nearly a decade w hen the A laska Steam ship  C om pany s topped such service in 1954. T he  Alaska 
M arine H ighw ay  System  (A M H S ) becam e official in 1963. T he  system  is under the auspices o f  the 
Alaska D epartm ent o f  Transportation and Public Facilities (DOT/PF).

T oday there are a total o f  eleven vessels serving in the A laska 's  M arine H ighw ay fleet. Over the 
years this ferry system  has expanded to include additional routes between W hittier and Valdez, to 
Kodiak, Seward, Horner, along the Aleutian chain, Prince Rupert in British Colum bia, and between 
otherwise isolated Native viPages.

I should note that in 1967, the southernmost terminus was in Seattle, but m oved to the Port o f  
Bellingham, W ashington  in 1989. This  port is a world class facility and A M H S ’s direct access point 
to the lower 48. The ferry terminal itself is a multi modal facility that offers shuttle services to the 
airport, train, bus, and taxi service besides ferry services to Alaska, Victoria, British C olum bia  and 
the San Juan Island ferry transportation.

I 've  given the readers this very brief history o f  the System because I think it’s important to know how 
som ething was developed  and nurtured, especially when it com es to judging the value o f  this or any 
such organization.

The Alaska M arine 1 lighway is part o f  the National I liglnvay System  (NI IS), an interconnected 
system o f  routes that serve important national functions, e.g., security, com m erce, and travel. The 
NILS is com prised o f  Interstate and defense routes, other principal arterial routes, and routes 
connecting  to m ajor  intermodal facilities such as airports, poits, and ferry terminals. O ur  marine 
h ighw ay is an integral com ponent o f  the intermodal system here in Alaska.
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1 he A M H S also falls under  the mission and vision o f  the Federal H ighway Adm inistration (FIIW A), 
in that this agency’s goals include the protection and enhancem ent o f  the natural environm ent, and 
the com m unities  affected by transportation which include mobility, safety, productivity, and national 
security.

T he  A M H S has historical significance as the main transportation link between m any o f  A laska ’s 
small, isolated coastal com m unities . Som e consider the m arine h ighw ay as their “ life b lood” to other 
areas o f  the state. This  is particularly significant for those towns and villages that are.i’t connected 
by any  roadw ay to the mainland. A healthy m arine h ighway system has given every  one o f  those 
com m unities  the opportunity  to expand the com m erce  o f  their region and provides a vital link for 
families, schools, and  cultures to flourish. There  have also been num erous studies (including tne 
study cited below) that have provided empirical and statistical data dem onstrating how the AM H S 
contributes significantly  to  the econom ics o f  the Railbelt region o f  the state.

In M ay  o f  2002, i\ s tudy was released entitled: Sustainability o f the Alaska Marine Highway System, 
w hich was prepared for the Southeast Conference by the M cDowell Group. Tw o o f  the conclusions 
reached, speak volum es as to why A M H S is in trouble. One o f  the key issues expressed was that “ the 
curren t operating model is outm oded and no longer adequately meets the needs o f  the users.”
A nother  conclusion stated that "the existing m anagem ent structure m ay not be sufficient for the 
fu tu re . . .” T he  study also asserted that the A M IIS  had an econom ic  impact statewide estimated at 
$171 million in 1995. This lends credence to the argum ents surrounding how  important the A M H S is 
to local economics.

Federal law requires A laska  to provide for consideration and implem entation o f  projects, strategies, 
and services that will am ong  others:

1. Increase accessibility and m obility o f  people and freight
2. Support the econom ic  vitality o f  non-m etropolitan areas
3. Improve the quality  o f  life
4. Enhance the connectivity  between com m unities

M ore often than not. our waterw ays are the shortest distance between two com m unities , even though 
they might be on the sam e island or landmass. Because o f  the fusion o f  A laska’s geologic 
formations, roadw ays can be impractical for connecting two o r  m ore comm unities. This isn ’t an 
argum ent about the m arine h ighway vs. a gravel or paved roadway -  quite the contrary. This is 
s im ply stating fact. M any com m unities  will never be connected  by a hard surfaced road for a 
m ultitude o f  reasons. For their econom ic stability and harm ony, they deserve no less than a reliable 
transportation service.

I would  argue that a sa le  and rcliab 'e  transportation is an underpinning o f  any basic governm ent 
responsibility. For without a dependable transportation system, you w o n ’t have a consistent work 
force, and people will not have access to basic education, much less higher learning. Their  pursuit o f
life, liberty and happiness is at risk because they have been denied equal access, and may be deprived
o f  p roper  health care as well.
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F I S C A L  N O T E

S T A T E  OF A LA S K A
2008 LEGISLATIVE SESSION

Identifier (file name):
Title HB 296  Extending Board o f Parole

Dept. Affected:
"RDU

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 296

Corrections
opulation Management

Component Parole Board
Sponsor
Requester

Representative Lynn
House Finance Committee Comporent Number 695

Expenditures/Revenues ( T h o u s a n d s  o f  Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
Appropriation

Required Information
OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY  2013 FY 2014
Persona l Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

653.3 658 .3 658 .3 658.3 658 .3 658 .3
41 .7 41 .7 41 .7 41.7 41 .7 41 .7
44 .6 44 .6 44 .6 44.6 44 .6 44 .6
24 .5 24.5 24 .5 24 .5 24 .5 24 .5

TOTAL OPERATING 0.0 769.1 769.1 769.1 769.1 769.1 769.1
CAPITAL EXPENDITURES

oICHANGE IN REVENUES (
FUND SOURCE (Thousands o f Dollars)
1002 Federal Receipts
1003 G F  Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other Interagency Receipts

769.1 769.1 769.1 769.1 769.1 769.1

TOTAL 0.0 769.1 769.1 769.1 769.1 769.1 769.1

Estimate o f  in y  current year (FY2008 ) cost: 
POSIT IONS

0.0

Full-time 5 0 0 5.00 5.00 5 00 5 .00 5 .00
Part-time
Temporary
ANALYSIS : (Attach a separata pago if nccossary)
HB 2 9 6  e x t e n d s  th e  B o a rd  of P a r o l e  to J u n e  30, 2 0 1 6 .  T f ie re  is funding  in Ih e  G o v e rn o r 's  FY 09  P r o p o s e d  O p e ra t in g  
B u d g e t  for Ihe  B o a rd  of P a r o l e  a n d  n o  add it iona l  fu n d s  will b e  r e q u i re d  d u e  to th e  p a s s a g e  of this l e g i s l a 1 . i,

Prepared by: Rep, Meyer____________
Division House Finance Committee

Phone ‘165-4945
Date/Time 1/30/08 1 23 PM

Approved by: Ron Moyer Dato 1/30/2008
I louse Finance Committee

(Uc.50>l 11/19 7007 OWtl) Pago 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
200X LEG ISLATIVE SESSION

& i p \ A L i d s
t f t C

I A »

Fiscal Note Number: 1______
Bill Version: HB 296

Identifier (file namo): __________________________
Title "Act extending tho term ination date o f the Board of P aro le ..."

(H ) Publish Date: 1/22/08

hU T C ^
HB296-DQC-PB-01-11-08_____________ Dept. Affected;___________ Corrections

RDU
Com ponent

Population M anagem ent 
Parole Board

Sponsor
Requester

Representative Lynn
House

E x p e n d i t u r e s / R e v e n u e s

________Com ponent Number

(Thousands of Do l la rs )
695

Note: Am ounts do not include inflation unless otherw ise noted below.

Appropriation
Required Inform ation

OPERATING  EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014

Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & C laim s 
M iscellaneous

658.3 0.0 0.0 0.0 0.0 0.0 0.0
41.7 0.0 0.0 0.0 0.0 0.0 0.0
44.6 0.0 0.0 0.0 0.0 0.0 0.0
24.5 0.0 0.0 0.0 0.0 0.0 o.u

0.0 0 0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0.0

TO TAL O PERATING 769.1 0.0 0.0 0.0 0.0 0.0 0.0

C A P ITA L EXPENDITURES

C H AN G E IN REVENUES (

1002 Federal Receipts
1003 GF Match
1004 GF
10U5 GF/Program  Receipts 
1037 G F/M enid l Health 
O ther Interagency Receipts

0 0 0 0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0 0 0

769 1 0 0 0.0 0.0 0.0 0 0 0.0
0.0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0.0 0 0 0 0 0 0 0.0 0 0
0 0 0.0 0.0 0.0 0.0 0 0 0 0

TO TA L 769.1 0.0 0.0 0.0 0.0 0.0 0.0

E s tim a te  o f an y  c u rre n t yea r (FY2008) co s t: 0.0

POSITIONS
Full-time 5 0 0 0 0 0 0
Part-tim e 0 0 0 0 0 0 0
Tem porary 0 0 0 0 0 0 0

AN A LY S IS ; (Attach <i separate page if nocossary)

Passage? of this legislation should  h avo  no fiscal impact on Iho D ep ar tm en t  of Corrections

Prepared by: Shatloun Griffin. D iteclor____________________________________________________  Phone (907) 465-3339
D ivision Adm in istra tive  Services_____________________________________________________  D .ito /T im e 1/11.08 12 Oh AM

Approved by Dwayne Peeples. Deputy Commissioner____________________________  D.ite 1/11/2008______
Department of Corrections______________________________________
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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

Chairman
Stale Affairs Committee

\ icf-C'liairnmn
Econonn.- Development, I r.nie it lotirism 

Committee

Member 
Judiciary Committee 
Joint Armed Services C 'nimittv:

finance Subeommitlees 
Corrections
l.abor.iiiil Workforce Development 
Mililnry anil Veterans' Affairs 
Public Safclv
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A Communication From
R E P R E S E N T A T I V E  B O B  L Y N N  

D istr ic t  3 1 A n c h o ra g e

L-Mnil: Represen'ative_Bob_Lynn(« legis.staie.uk.us 
“ Hoi) Lynn’s Alaska Blog” RcpBobI.ynnBIog.com

Session: 
Alaska Stoic Capitol 

Juneau, AK ‘MOI-I l,K2

I’ lione: 1907) 465*4031 
Fax (907) 465-4310 

loll free: (kt)fl) K7IM39I

Interim:
7 |n W 4lh Axe..H65H 

Anchorage. AK 99501-2133

I'hone (907) 269-0205 
Fax' (007) 269-0207

I I B  2 9 6  

S p o n s o r  S ta te m e n t

1 IB 296 extends the termination date o f  the Board o i’Parole until June 30, 2016.

The Board o f  Parole serves as the parole authority for the Stale. As such, the board fulfills I he 
Alaska Constitution requirement that the State establish a parole system. T he  b oa rd ’s primary 
responsibilities include determ ining a prisoner’s suitability lor d iscretionary parole and setting 
conditions for individuals receiving parole. Another m ajor responsibility o f  the board is the 
holding o f  parole revocation hearings.

The Division o f  Legislative Audit recently concluded that there was a dem onstrated  need for the 
Board o f  Parole and that the terminated date be extended until June 30, 2016. Y our support o f  
I IB 296 is respectfully requested,

Stull Cnnliict: 'lik e  Sieii I list Revision: I IK (IX



2007 PB hearings days

f" ; A I B 1 c D

1
HEARING
DATES DAY OF WEEK FULL/HALF HEARING DAYS LOCATION j

2 01/08/07 Monday Full A CCW /APO
3 i 01/09/07 Tuesday F u ll A CCW /APO  !
4 01/10/07 W ednesday Full A CCW /APO
5 01/11/07 Thursday Half APO
6 ! 02/12/07 M onday Full A CCW /APO  !
7 | 02/13/07 Tuesday Full A CCW /APO  |

8 02/14/07 W ednesday
Half hearings and half Board adm in 
m eeting APO; half Board Adm in Meeting

9 i 02/15/07 Thursday Full M SPT/PCC ;
10 ! 02/16/07 Friday Half H M C C  1
11 ! 03/12/07 M onday Full A CCW /APO  |
12 I 03/13/07 Tuesday Full A CCW /APO  1
13 03/14/07 W ednesday Half hearings and half travel HM CC ; half travel to FBKS |
14 I 03/15/07 Thursday Full F C C  |
15 ! 03/16/07 Friday Half hearings and half travel F C C ; half return to ANC

16 03/21/07 W ednesday Half
L C C C ; Stark in Juneau/rest of 1 
Board in A N C

17 03/28/07 W ednesday Half
L C C C ; Stark in Juneau/rest of 
Board in A N C  !

18 i 04/08/07 Sunday travel day travel to A rizona
19 04/09/07 M onday Full A rizona I

20 04/10/07 Tuesday Full Arizona
21 04/11/07 W ednessday Full A rizona 1
22 04/12/07 Thursday Full A rizona 1

23 I 04/13/07 Friday i
Half hearings and half Beard adm in , 
meeting

Arizona; half day Board adm in j 
m eeting

24 04/14/07 Saturday |travel day return to A laska !

25 04/30/07| M onday IFull A PO  |
26 05/01/07 Tuesday i Half hearings and half travel S C C C ; half travel to Seward 1
27 05/02/07 W ednesday  |Half hearings and half travel S C C C ; half travel to ANC
28 05/03/07 Thursday , Full ACCW /APO
29 05/04/07 Friday I Half A CCW  !

30 05/16/07 W ednesday  1Half
.C C C ;  Stark in Juneau/rest of j 
3oard in A NC

31 05/17/07 Thursday FHalf
.C C C ;  Stark in Juneau/rest of ! 
3oard in A N C  1

32 06/18/07 M onday F:u'l /\CCW /APO
33 06/19/07 Tuesday F:ull /\CCW/APO
34 I 06/20/07 W ednesday  f Ull 7̂ CCW /APO !
35 06/21/07 Thursday F ull F1MCC i
36 06/22/07 Friday F ull kPO
37 07/30/07 M onday Full ACCW /APO  J
38 07/31/07 Tuesday F ull A CCW /APO
39 08/01/07 W ednesday  |F ull A CCW /APO


