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m u s t  have a c o m plete knowledge of architecture with all of its s p e c i a l­

ized features. It is not good m an a g e m e n t  to expect bridge and highway 

engineers, with t heir training, to oversee marine operations and ship

c o n s t ru c t i o n  with their broad base of technical requirements. The r e­

sults of the past f e w  years have borne this fact out.

It is important to note that the operation of the vessels of the Alaska 

Ma r i n e  High w a y c onstitutes the largest passenger ship operation under the 

American flag and cer t a i nl y  requires the most skillful manag e me n t  b,y 

qua li f i e d  marine professionals.

Focusing on the State of Alaska, in the eighteen years of operation the

f o llowing Commissioners have been in responsible charge:
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1 . Dick Downing

2 . George McCl a na h a n

3. Harold Stranburg

4. George Easly

5. "Tex" Taggert

6 . Don Harris

7. Bob Ward

This means that on the average, the ferry system has experienced a change 

in topside m anagement and policy direction every two to four years. To 

m ake matters even worse, none of these men have had a marine background 

and each have had his own operational philosphy and have reflected his 

own political objectives.

Whereas there have been fewer Directors of the Alaska Marine Highway in 

the same time frame :

1. Admiral "Lew" Lewellen

2. Captain Gregg Mangan

3. Captain "Red" Lockert
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4.

5.

Bill Hudson 

Jim Eide

on l y  Mangan and Lockert can be consi d e r e d  as having commercial ship 

o p e rating experience.

In m y  opinion, if the Alaska Marine High w a y  is to be operated s u c c e s s­

fully, it should be divorced from the Department of Transportation with 

its preoccupation with bridges, highways, airports, etc., and made a 

separate entity unto itself. It is m y  further belief that the ferry s y s­

tem be operated under the policies setforth by a nine member Ferry C o m­

mission. The Ferry Commission would act as a Board of Directors who 

w o u l d  concern itself solely with the welfare of the ferry system.

The members of the Commission would be appointed by the Governor from 

prominent and successful citizens to serve for a term of six years. 

Every two years, three new members w ould be appointed to replace those 

retiring. Of course, initially, the terms of the appointees would have 

to be staggered so that in four years, the member's terms would fo l l o w  on 

the proper sequence. This w ould mean that for each Governor's four year 

term, he would have the o p p o rt u n i t y  of appointing six members, with three 

carryovers. In this manner, a eonsistant and stable operating policy 

could be e stablished with o u t  political influence. You would want to run 

you r own business in this manner.

The Commission w o ul d  m eet once a month to determine policy. They would 

receive their expenses and a modest stipend as their position should be 

consi d er e d  honora r y  and a public service to the State. There are q u a l i­

fied people in Alaska who would serve under these circumstances, I am 

sure.

The Commision w o u l d hire a General Manag e r  with a proper marine m a n a g e r­

ial background and set up his o rg a n ization along the lines of a s u c c e s s­

ful steamship operation.
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As a point of departure, I would suggest the organization shown in A t­

tachment (a) to this letter.

It is m y  belief that by following the suggested organization, r e s p o n s i­

bility would be placed where respons i b i li t y  lies and that answers could 

be obtained direc t l y  without the confusion and overlapping au t h o r i ty  that 

exists today in Alaska.

Not to belabor the point, however, the present tendancy seems to exclude 

f erry management and operating personnel f rom playing a vital role in new 

vessel construction or major conversion work. This practice has Iso 

been followed by the State cf Washington with the resulting fiasco of the 

six ISSAQUAH Class ferries. There are numerous other examples we can 

cite where even in the private sector, when the same practice has been 

followed, where the results have been far less than desired.

This entire presentation is being made from the viewpoint of an outsider 

yet one who is vitally interested in the success of the Alaska Marine 

Highway.

I trust that y o u  will find my effort worthwhile.

NG'ASSOCIATES, INC.

£<J?
. Spaulding - President 

P F S :1ef
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1974 - 1979 Director Alaska Marine Highway Systems
- Fragmentation
- Looked to innovative changes
- 7% mi lion subsidy
- Total inventory' of Fleet

- Spare parts
- Tail Snafts
- Reduction Gear

- Strategic Location of those parts
- System geared and generated around Seattle
- Marine Maintenance

- Entire: executive staff in Ketchikan
- Warehouse

Bellingham - Joint operations with B.C. Ferries
- Vessel that could cross the gulf
- Eack haul of fish
- Replacing Vessels Ketchikan to Juneau

Prince Rupert to Ketchikan 
Petersburg to Sitka - Juneau

- Pay more if they think they're getting more - referring to food and beverages
- Agents on board the ships during summer months

- Come out of captain's staff
- Captain and unlicensed personnel belong to the same trust fund thus creating 

a conflict of interest

- Doesn't believe a full scale floating drydock in Ketchikan
- Shoreside maintenance - Yes
- Cormiunication with Unions
- Need to figure revenues by passenger miles. Forereach route
- Review of any route be required if the revenue drops below a certain level
- In favor of continuing Seattle Service
- Dedicating Taku, for example just to serve points within Alaska for just

adninstrative cost or lower fares.

- Crew inventory', to ascertain if manning can be reduced
- Crew morale, key to operating more efficiently
- 1974 - 27,000,000 (Total operation cost)
- Federal funds are eligible to purchase new ships
- Dedicated funds from Federal Aid Highway Funds could be requested from our

congressional delegation, over and above the State's annual share

- Seattle Run:
- Never discontinue
- Summer time - 2 vessels out of Seattle.
- TAKU, MALASPINA and MATANUSKA start in Ketchikan to S.E.
- Home base one ship in Sitka



- One ship from Juneau to Haines and Skaaway

- Everytime a tie up of ship, the crew call out, is expensive because of overtime
- Reccmnends hiring of an economist, from say Di 11 ingharn, to do an economic 

analysis of the routes between Seattle and S.E. and within Southeast Seattle

- Have vital spare parts in both Ketchikan and Juneau
- B.C. Vancouver to Ketchikan in conjunction with one AMHS ship
- Opposed to the New Management Structure - he feel it' s top heavy and won' t worl:
- 2'j million a year - Insurance
- A/B's and ordinary's at one time - 3 - need 8 to tie up ship
- Selling Season Passes to Alaskans

- Explore all possible incentives to increase ridership

- Personnel taking leave durino Suirmer
- Layup of Columbia - 12 people (crew)

Piped in steam from dock

- 84 hours is ridiculous
- Consider a separate state department to run the railroad and ferry system
- Building of road parallel to AMHS -

- Passenger mile AMHS - 1.09
Highways - 2.10

Ginger - Marine Highway Authorities (dating back years)
Ted - give Frank information received from B.C. ferries
8:00 Breakfast with Glenzer - Sheffield House - Wednesday - Anchorage - Mark 

Hickey

- Other utilization besides as a ferry
- Facilities
- McDonald Proposal
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M E M O R A N D U M  A p r i l  9, 1986

SUBJECT: C o m p a r a t i v e  S e c t i o n - b y - S e c t i o n  analysi s of
HB 23 and draft CSHB 2 3 (Transportation)

TO: R e p r e s e n t a t i v e  A n d r e  M a r r o u

FROM: H eorge  UteiTnohlev'
. igislati’ Co u n s e l

I’ O U C H V  STATS CAP1 
JUNEAU ALASKA A-JR 

307-AO5-3S00

As p e r  y o u r  r e q u e s t  the f o l l o w i n g  is a c o m p a r a t i v e  section- 
b r - s e c t i o n  analys is of HB 23 and draft CSHB 23(Tr:' rporta- 
t i o n ) .

S e c t i o n  1

HB 23
The p u r p o s e  of this bi ll is to e s t a b l i s h  an a u t h o r i t y  

that is the e x c l u s i v e  state a g e n c y  for the m a n a g e m e n t  of the 
m a r i n e  h i g h w a y  system.

CSHB 2 3 (Trsp)
The p u r p o s e  of this b i l l  is to e s t a b l i s h  an a u t h o r i t y  

for the m a n a g e m e n t  of the m a r i n e  h i g h w a y  s y s t e m  that w i l l  
a l l o w  the m a r i n e  h i g h w a y  s y s t e m  to b e c o m e  self-sup porting.
The a u t h o r i t y  T s  a p u b l i c  c o r p o r a t i o n  that has e x c l u s i v e  
r e s p o n s i b i l i t y  for o p e r a t i o n  of the m a r i n e  h i g h w a y  system.

S e c t i o n  2

S e c . 19.70.010 The language of this s e c t i o n  is s l i ghtl y 
d i f f e r e n t  in fhe two v e r s i o n s  but the e f f e c t  is the same.
The A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  is e s t a b l i s h e d  as a 
p u b l i c  c o r p o r a t i o n  and i n s t r u m e n t a l i t y  of the D e p a r t m e n t  of 
T r a n s p o r t a t i o n  a n d  P u b l i c  Facilities.

Sec. 19.70.020(a)
h b ~ 2 T ----------------
T he b o a r d  of directors of the a u t h o r i t y  consists of 

s even m e m b e r s - t h r e e  m e m b e r s  fr om v a r i o u s  i n d u s t r y  groups and 
four f r o m  d i f f e r e n t  regions of the state. The four regions 
r e p r e s e n t e d  on the b o a r d  are: S o u t h e a s t  Alaska, K o d i a k  
Island, P r i n c e  W i l l i a m s  Sound, and I n t e r i o r  Alaska.
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CSHB 2 3 (Trsp)
The b o a r d  of direct ors of the a u t h o r i t y  c o n sists  of 

s e v e n  m e m b e r s - t h r e e  m e m b e r s  f r o m  v a r i o u s  i n d u s t r y  groups and 
four from d i f f e r e n t  r e gions of the state. The four r e g ions 
r e p r e s e n t e d  on the b o a r d  are: S o u t h e a s t  A l a s k a  i n c l u d i n g  
Yakutat, S o u t h c e n t r a l  A l a s k a  i n c l u d i n g  P r i n c e  W i l l i a m  So und 
and Cook  Inlet, S o u t h w e s t  A l a s k a  i n c l u d i n g  K o d i a k  Island, 
A l a s k a  Peninsula, and the A l e u t i a n  Islands, and the remainde: 
of the state that is n o t  i n c l u d e d  in the o t h e r  regions._______

Sec. 1 9 . 7 0 . 020(b)-(d)
T h e s e  sub sec t i o n s  are i d e n t i c a l  in b o t h  v e r s i o n s  of the

bill.

Sec. 19.70.030 - 19.70.040
T h e s e  sectio ns are i d e n t i c a l  in b o t h  v e r s i o n s  of the

b i l l .

Sec. 19.70.050
This s e c t i o n  is a l m o s t  i d e n t i c a l  in b o t h  v e r s i o n s  

e xcep t that CSHB 2 3 (Trsp) d e l ete s the r e q u i r e m e n t  that the 
fu n d i n g  of the a u t h o r i t y  is s u b j e c t  to a p p r o p r i a t i o n  by the 
'leg islaturib

Sec. 19.70.055
This s e c t i o n  is a l m o s t  i d e n t i c a l  in b o t h  v e r s i o n s  of

the bill, except that CSHB 23(Trso) gives the a u t h o r i t y  the
p o w e r  to c o n trol its "own n n a n c i a l  and legal m a t t e r s .
— ■

Sec. 19.70.060 - 1 9 . 7 0 . H O
T h e s e  s e c tions are i d e n t i c a l  in b o t h  v e r s i o n s  of the

bill.

Sec. 19.70.150
S u b s e c t i o n  (a) is c o n t a i n e d  in b o t h  v e r s i o n s  of the 

bill. H o w e v e r  CSHB 2 3 (Trsp) also con tains s u b s e c t i o n  (b) 
r e q u i r i n g  the a u t h o r i t y  to r e p o r t  e v e r v  five years o n " i t s 
e f f o rts to t r a n s f e r  itself to p r i v a t e  o w n e r s h i p 7 ~~

Sec. 19.70.160
This s e c tion is i d e n t i c a l  in b o t h  v e r s i o n s  of the bill.

Sec. 19.70.170 
HB 23
This s e cti on makes the a u t h o r i t y  s u bject  to the E x e c u­

tive B u d g e t  A ct (AS 37.07)
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CSHB 2 3 (Trsp)
R e f e r e n c e  to the E x e c u t i v e  B udget Act is d e l e t e d  from 

this section.

This s e c t i o n  n o w  contains p r o v i s i o n s  r e l a t i n g  to the 
n a m i n g  of m a r i n e  h i g h w a y  v e s s e l s  and f a c i l i t i e s  and is i d e n­
tical to the p r o v i s i o n  c o n t a i n e d  in Sec. 19.70.180 of HB 23.

Sec. 19.70.180
HB 23
This p r o v i s i o n  is i d e n t i c a l  w i t h  19.70.170 in CSHB 

2 3 ( T r s p ) .

CSHB 2 3 (Trsp)
This s e c t i o n exempts the a u t h o r i t y  from c o m p l i a n c e  with, 

s e v eral c h a pters oi: AS 37 r e l a t i n g  to p u b l i c  finance" The 
a u t h o r i t y  is e x e m p t e d  rrom:

37.05 the F i s c a l  P r o c e d u r e s  Act;
37.07 the E x e c u t i v e  B u d g e t  Act;
3 7 . 1 0 . 0 1 0  - 3 7 . 1 0.0 60 and AS 3 7 . 1 0 .085 r e l a t i n g  to 

the h a n d l i n g  of p u b l i c  funds;
37..20 r e l a t i n g  to the a c c e p t a n c e  of f e d eral  funds; 

and
37.25 r e l a t i n g  to a p p r o p r i a t i o n  balances.

T h e r e  is no c o m p a r a b l e  s e ctio n in HB 23.

Sec. 19.70.185 - 19.70.190
These sectio ns are c o n t a i n e d  only in CSHB 23(Trsp);  ___

_there are no c o m p a r a b l e  s ections in HB 23. T h e s e  sections 
f p r o v i d e  for the sale or lease of the a u t h o r i t y  if the state 
' is a s s u r e d  that the m a r i n e  h i g h w a y  s y s t e m  w i l l  c o n t i n u e  to 
1 o p e r a t e  a fter Che sale or lease and if the state is able to 
r e c o v e r  the a mo unt of m o n e y  w h i c h  it has spent o» in 

I c o n n e c t i o n  w i t h  the authority. The sale of the a u t h o r i t y  is 
1 s u bjec t to l e g i s l a t i v e  approval.

If the a u t h o r i t y  ever ceases to exist e x c e p t  b y  the sale 
the authority, all assets of the a u t h o r i t y  r e v e r t  to the 
s t a t e .

Sec. 1 9.70.199 and Sec. 19.70.900
Th e s e  sectio s are i d e n tical d e f i n i t i o n  sections. Sec. 

19.70.199 c o n t a i n e d  in HB 23 has b e e n  r e n u m b e r e d  to Sec. 
19.70.900 in CSHB 23(Trsp).
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Sec. 1 9.70.200 and Sec. 19.70 990 
T h e s e  sections are i d e n t i c a l  short title sections. 

Sec. 19.70.200 c o n t a i n e d  in HB 23 has b e e n  r e n u m b e r e d  to 
Sec. 19.70.990 in CSHB 23(Trsp).

S e c t i o n  3.

This s e c t i o n  is i d e n t i c a l  in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  4.

This s e c t i o n  is i d e n ti cal in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  5 .

This s e c t i o n  is ident ical in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  6.

This s e c t i o n  is i d e n t i c a l  in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  7.

This s e c t i o n  is i d e n tical in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  8.

This s e c t i o n  is i d e n t i c a l  in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  9.

This s e c t i o n  is i d e n t i c a l  in b o t h  v e r s i o n s  of the bill. 

S e c t i o n  10.

This s e c t i o n  is i d e n tical in b o t h  v e r s i o n s  of the bill.

G U :mkr 
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O r i g i n a l  sponsor: Cano

IN THE H O U S E  BY THE T R A N S P O R T A T I O N  COMMITTEE

CS F O R  H O U S E  BILL NO. 23 (Transporta tion)

IN THE L E G I S L A T U R E  OF THE STATE O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A BILL
I

For an Act entitled: "An A c t  r e l a t i n g  to ferries and ferrv terminals and
I

e s t a b l i s h i n g  the A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y . "

I! BE IT E N A C T E D  BY THE  L E G I S L A T U R E  O F  T H E  STATE OF ALASKA:

* S e c t i o n  1. PURPOSE. The p u r p o s e  of this Act is to e s t a b l i s h  an

a u t h o r i t y  as a p u b l i c  c o r p o r a t i o n  for the operati on, m a n a g e m e n t ,  planning, 

and c o n s t r u c t i o n  of -facilities for the m a r i n e  h i g h w a y  s y s t e m  

will"a-l-losi— therfcAttthority to b e c o m e  a v i a b l e  s e l f - s u p p o r t i n g  e c o nomic * 

i; e ntity I The a u t h o r i t y  shall be e x c l u s i v e l y  r e s p o n s i b l e  for the operation,
I

|J m a n a g e m e n t ,  planning, an d c o n s t r u c t i o n  of r a c i l i t i e s  for the m a r i n e  h i g h w a y  

l! svstem.
n’1

* Sec. 2. AS 19 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

C H A P T E R  70. A L A S K A  M A R I N E  H I GHWAY A UTHORITY.

A R T I C L E  1. C R E A T I O N  A N D  ORG ANI Z A T I O N .
II

|J
Sec. 19.70.010. A L A S K A  M A R I N E  H I G H W A Y  AUTHORITY. T h e  A l a s k a

|j
M a r i n e  H ' g h w a v  A u t h o r i t y  is establi shed. The a u t h o r i t y  is a public 

c o r p o r a t i o n  and is an i n s t r u m e n t a l i t y  of the state w i t h i n  the D e p a r t­

men t  of T r a n s p o r t a t i o n  and P u b l i c  F acilitie s. The a u t h o r i t y  has a 

legal e x i s tence i n d e p e n d e n t  of a n d  s e p arat e f r o m  the state and has 

c o n t i n u i n g  s u c c e s s i o n  u n t i l  its e x i s t e n c e  is t e r m i n a t e d  by law.

Sec. 19.70.020. DIRECTORS.  (a) The a u t h o r i t y  consists of seven 

d i r e ctors a p p o i n t e d  b y  the g o v e r n o r  as follows: a r e p r e s e n t a t i v e  of

c o m m e r c i a l  carriers, a r e p r e s e n t a t i v e  of the m a r i t i m e  industry, a 

r e p r e s e n t a t i v e  of the t o u r i s m  industry, and four m e m b e r s  of the public 

r e p r e s e n t i n g  regio ns s e r v e d  b y  the m a r i n e  h i g h w a y  as follows: (1) one

U t e r m o h l e '' 
4 /9/8 6
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m e m b e r  f r o m  S o u t h e a s t e r n  (ext en d i n g  f r o m  D i x o n  E n t r a n c e  to Icy C a p e ) ;

(2) one m e m b e r  f r o m  S o u t h c e n t r a l  ( e x t e n d i n g  f r o m  Icy Cape to Barren, 

- Islands- a n d  including-- Cook Inlet) jr (3) one m e m b e r  f r o m  Southwestern^ 

(extending: .jcr.om- B a r r e n  I s l a n d s  to Attur*.Island?)?; a nd (4) one m e m b e r  

from I n t e r i o r  A l a s k a - ( i n c l u d i n g  a l L  ar eas not i n c luded in othear 

 ̂regions-). T h e  a p p o i n t m e n t  of each d i r e c t o r  is s u bject to c o n f i r m a t i o n  

by the leg islature.

(b) T h e  d i r e c t o r s  serve at the p l e a s u r e  of the g o v e r n o r  for 

f o u r - y e a r  terms. E a c h  d i r e c t o r  shall h o l d  office for the term of the 

di r e c t o r ' s  a p p o i n t m e n t  and u n t i l  a s u c c e s s o r  is a p p o i n t e d  and q u a l­

ified. A d i r e c t o r  is q u a l i f i e d  for r e a p p o i n t m e n t .  A v a c a n c y  in a 

d i r e c t o r s h i p  o c c u r r i n g  o t h e r  than by e x p i r a t i o n  of term shall be 

filled  in the same m a n n e r  as the o r i g i n a l  a p p o i n t m e n t  but only for the 

u n e x p i r e d  term.

(c) T h e  d i r e c t o r s  must be r e s i d e n t s  of the state and q u a l i f i e d  

voters an d shall c o m p l y  w i t h  the r e q u i r e m e n t s  of AS 39.50 (conflict of 

interest). E a c h  d i r e c t o r  b e f o r e  e n t e r i n g  upon the d i r e c t o r ' s  duties 

shall take a n d  s u b s c r i b e  to an oath to p e r f o r m  the duties of office 

faithfully, impa rt i a l l y ,  and j u s t l y  to the best of the director's 

ability. A r e c o r d  of the oath  shall b e  filed w i t h  the O f f i c e  of the 

G o v e r n o r .

(d) T h e  d i r e c t o r s  of the a u t h o r i t y  serve w i t h o u t  compensation, 

bu t  are e n t i t l e d  to travel and p e r  d i e m  e xpenses as p r o v i d e d  in 

A S  3 y . 2 U . I S U .

Sec. 19.70.030. O F F I C E R S  A N D  QUORUM. The d i r e ctors shall elect 

one of their n u m b e r  as chairman. The  d i r e c t o r s  shall elect a s e c r e­

tary and a t r e a s u r e r  who n e e d  n o t  be directors, and the same p e r s o n  

m a y  be e l e c t e d  to serve b o t h  as s e c r e t a r y  and treasurer. The powers 

of the a u t h o r i t y  are v e s t e d  in the directors, and four v o t i n g
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d i r e c t o r s  of the a u t h o r i t y  c o n s t i t u t e  a quorum. A c t i o n  m a y  be taken 

and m o t i o n s  and r e s o l u t i o n s  a d o p t e d  by the a u t h o r i t y  at a ny m e e t i n g  by 

the a f f i r m a t i v e  v o t e  of at least four directors. A v a c a n c y  in the 

d i r e c t o r s h i p  of the a u t h o r i t y  does not impair the right of a q u o r u m  to 

e x e r c i s e  all the p owe rs and p e r f o r m  all the duties of the authority.

Sec. 19.70.040. STAFF. The a u t h o r i t y  shall e m p l o y  an e x e c ut ive 

d i r e c t o r  who serves at the p l e a s u r e  of the a u t h o r i t y  as its chief 

a d m i n i s t r a t i v e  officer. T h e  e x e c u t i v e  d i r e c t o r  m a y  w i t h  the approval 

of the a u t h o r i t y  select and e mplo y a d d i t i o n a l  s t a f f  as necessary. 

E m p l o y e e s  of the a u t h o r i t y  o t h e r  than legal c o u n s e l  and the executive 

d i r e c t o r  are in the c l a s s i f i e d  s e rvice u n d e r  AS 39.25. In a d d i t i o n  to 

its staff of r e g u l a r  employees, the a u t h o r i t y  m a y  c o n t r a c t  for and 

e ngag e the ser vi c e s  of c o nsultants, and p r o f e s s i o n a l ,  technical, and 

f i n a n c i a l  a d v i s o r s  the a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  for the purpose 

of d e v e l o p i n g  i n f ormation , c o n d u c t i n g  hearings , studies, i n v e s t i g a­

tions, or o t h e r  p r o c e e d i n g s ,  or o t h e r w i s e  e x e r c i s i n g  its powers.

A R T I C L E  2. P O W E R S  AND DUTIES.

Sec. 19.70.050. P OW ERS OF AUTHORI TY. In a d d i t i o n  to other 

powers g r a n t e d  in this chapter, the a u t h o r i t y  m a y

(1)' sue and be sued;

(2) adop t and a l t e r  an o f f i c i a l  seal;

(3) m a k e  and e n f o r c e  b ylaws and r e g u l a t i o n s  for the conduct 

of its b u s iness and for the use of its services a n d  facilities;

(4) m a i n t a i n  o f f i c e s  at any p lace m  tne state and at 

places out of the state that are s e rved by the m a r i n e  h i g h w a y  system;

(5) acquire, hold, use, lease, rent, construct,  and dispose 

of real and p e r s o n a l  p r o p e r t y  for its purposes;

(6) operate, m aintain, improve, and e x t e n d  a s y s t e m  of 

ferries c o n n e c t i n g  w i t h  the p ublic roads and h i g h w a y s  of the state and



l •
W O R K  DRAFT WORK DRAFT WORK DRAFT

1
I

2

3

4

5

6

7

8 |j
I)
I

9 ;f!
11 ll

12
II

1 3

14
ll

1 5 ii

1 6
'i
ii

1 7
nII

1 8

1 9 ■j

20 :
i !

21

«
il

2 3  "

25 ;i
2 6  1

2 7

2 8

i n c l u d i n g  the boats, vessels, wharves, docks, a p p r o a c h e s ,  landings, 

and a p p u r t e n a n c e s  the a u t h o r i t y  d e t e r m i n e s  to be n e c e s s a r y  or d e s i r­

able for safe and e f f i c i e n t  o p e r a t i o n  of the f e r r y  s y s t e m  so as to 

b e s t  serve the public;

(7) e s t a b l i s h  rates and tariffs, after p u b l i c  h e a r ings;

(8) m o d i f y  routes, a f t e r  public hearings;

(9) do all acts and things necessary, c o n v e n i e n t ,  or d e s i r­

able to carry out the powe rs e x p r e s s l y  g r anted or n e c e s s a r i l y  implied 

in this chapter.

Sec. 19.70,055. D U T I E S  OF AUTHORITY. The a u t h o r i t y  shall

(1) b e  r e s p o n s i b l e  f o r  the m a n a g e m e n t  of the f i n a n c i a l  a m v  

legal o b l i g a t i o n s  of'Fthe authority*, i

(2) a s s i s t  the residents, businesses, a n d  c o m m u n i t i e s  of 

the state in o b t a i n i n g  the best and most  f r e q u e n t  p o s s i b l e  m a r i n e  

p a s s e n g e r  and freight service;

(3) s c h e d u l e  v essel sailings to m a x i m i z e  the f r e q u e n c y  of 

s e r vice to all ports;

(4) e n c o u r a g e  a nd i n t e g r a t e  w i t h  other p u b l i c  and private 

carriers to the g r e a t e s t  exten t p o s s i b l e  to p r o v i d e  f e r r y  service 

w i t h i n  the state and b e t w e e n  A l a s k a n  ports and ports o u t s i d e  the state 

in o r d e r  to p r o v i d e  m a x i m u m  servi ce w i t h i n  the state;

(5) r e q uire p r e - p a y m e n t  for reservations;

(6) p r o v i d e  r e s e r v a t i o n  access and m a r k e t i n g  i n f o r m a t i o n

24 ij . . . . .  1. V - I . . . . . .
U t l i U U g L i U U L  U i l c  S L d L t J ;

(7) e n c o u r a g e  v esse l construction, m a i n t e n a n c e ,  and service 

in the state to the g r e a t e s t  e x t e n t  possible;

(8) e m ploy r e s i d e n t s  of the state to the g r e a t e s t  extent 

l e g a l l y  possible;

(9) r e c o g n i z e  A l a s k a - b a s e d  unions and e m p l o y e e  a s s o c i a t i o n s
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to the g r e a t e s t  extent l e g a l l y  possible.

Sec. 19.70.060. " A L A S K A  M A R I N E  H I G H W A Y  SYSTEM": N A M E  A U T H O­

RIZED. The a u t h o r i t y  is a u t h o r i z e d  to o p e r a t e  its f e r r y  s y s t e m  und er 

the n a m e  " A l a s k a  m a r i n e  h i g h w a y  system".

Sec. 19.70.070. C O M P R E H E N S I V E  L O N G - R A N G E  PLAN. The authority, 

w i t h  the c o o p e r a t i o n  of the D e p a r t m e n t  of T r a n s p o r t a t i o n  and Public 

Facili ties, shall p r e p a r e  a c o m p r e h e n s i v e  l o n g - r a n g e  p l a n  for the 

d e v e l o p m e n t  and i m p r o v e m e n t  of the m a r i n e  h i g h w a y  s y s t e m  and revise 

and u p d a t e  the plan, s u b j e c t  to l e g i s l a t i v e  approval, at least every 

five years.

A R T I C L E  3. A C Q U I S I T I O N  OF PROPERTY.

Sec. 19.70.080. A C Q U I S I T I O N  OF L A N D  A N D  EASE ME N T S .  The a u t h o r i­

ty, as part of the cost of c o n st ructing, m a i n t a i n i n g ,  or i m p r o v i n g  a 

ferry system, m a y  a c q u i r e  b y  purchase, gift, or e x c h a n g e  land in fee 

simple or e a s e m e n t s  that it consi d e r s  n e c e s s a r y  for p r e s e n t  c o r p o r a­

tion use, e i t h e r  t e m p o r a r y  or permanent, or that it c o n s i d e r s  n e c e s­

sary and r e a s o n a b l e  for the p ublic use. By the same means, the

1 8  j'
a u t h o r i t y  m a y  o b t a i n  m a t e r i a l ,  i n c l u d i n g  clay, gravel, sand, or rock,
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or the land n e c e s s a r y  to o b t a i n  the m a t e rial,  i n c l u d i n g  access to it. 

The a u t h o r i t y  m a y  so a c q u i r e  the land or m a t e r i a l s  n o t w i t h s t a n d i n g  the 

fact that title to it is v e s t e d  in the state or a depart m e n t ,  agency, 

commission, or i n s t i t u t i o n  of the state.

Sec. 19.70.J90. A U T H O R I T Y  TO P U R C H A S E  P R O P E R T Y  F O R  THE P U R P O S E  

OF EXC HANGE. when a m a j o r i t y  of che d i r e c t o r s  of the a u t h o r i t y  d e­

clares that it is in the b e s t  public i n t e r e s t  o f  the state to do so, 

the a u t h o r i t y  m a y  a c qu ire b y  purchase, gift, or e x c h a n g e  p r i v a t e l y  or 

p u b l i c l y  o w n e d  land or an i n t erest in it for the p u r p o s e  of e x c h a n g i n g  

it for p r i v a t e l y  or p u b l i c l y  o w n e d  land that the a u t h o r i t y  is a u t h o r­

ized by law to acquire.
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Sec. 19.70.100. V A C A T I N G  OF L A N D  O R  RIGHTS IN LAND. The a u t h o r­

ity n a y  v a c a t e  land, or part  of it, or rights in land a c q u i r e d  for use 

in the m a r i n e  h i g h w a y  s y s t e m  by e x e c u t i n g  and f i l i n g  a deed in the 

a p p r o p r i a t e  r e c o r d i n g  d i s t rict . U p o n  vacating, title reve rts to the 

persons, heirs, successors, or a s signs in w h o m  it was v e s t e d  at the 

time of the taking. The a u t h o r i t y  m a y  t r a n s f e r  lan d no lo nger c o n­

sid e r e d  n e c e s s a r y  for use in the m a r i n e  h i g h w a y  s y s t e m  to the D e p a r t­

men t  of N a t u r a l  R e s o u r c e s  for disposal. The p r o c e e d s  of d i s p o s a l  by 

the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  shall be c r e d i t e d  to the funds 

from w h i c h  the p u r c h a s e  w a s  o r i g i n a l l y  made.

A R T I C L E  4. F E R R Y  T E R M I N A L  F A C I L I T I E S .

Sec. 19.70.110. A C Q U I S I T I O N  A N D  M A I N T E N A N C E  OF F E R R Y  T E R M I N A L

F ACILITIES. The a u t h o r i t y  m a y  construct, purchas e, or lease ferry 

t e r m i n a l  f acil i t i e s  at l o c a t i o n s  it selects for the l o a d i n g  and u n­

loading of p a s s e n g e r s  a n d  v e h i c l e s  u n d e r  their own power, on and off 

ferries. The a u t h o r i t y  shall r e p a i r  a n d  m a i n t a i n  these facilities.

Sec. 19.70.120. C O N N E C T I O N  OF F A C I L I T I E S  TO H IGHWAYS. The 

a u t h o r i t y  m a y  connect  f e r r y  t e r m i n a l  fa cili t i e s  w i t h  local h i g h w a y  

s y s t e m s .

Sec. 19.70.130. R E G U L A T I O N S .  The a u t h o r i t y  m a y  adopt r e g u l a­

tions g o v e r n i n g  the use of f e r r y  terminal f a c i l i t i e s  by the public

that it considers n e c e s s a r y  a n d  p r o p e r  in the p u b l i c  interest.

Sec. 19.70.140. E X I S T I N G  F A C I L I T I E S  N O T  A F F E CTED . A ferry 

termi n a l  f a c i l i t y  in e x i s t e n c e  and s e r v i n g  the p u b l i c  on J a n u a r y  1, 

1959, is n o t  a f f e c t e d  by AS 19.70.110 - 19.70.140.

A R T I C L E  5. G E N E R A L  PR OVISIONS.

Sec. 19.70.150. A N N U A L  REPORT. (a) By J a n u a r y  15 of each year,

the a u t h o r i t y  shall s ubmit  to the g o v e r n o r  and the l e g i s l a t u r e  a

c o m p r e h e n s i v e  report d e s c r i b i n g  the o p erations,  income, and
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e x p e n d i t u r e s  for the p r e c e d i n g  fiscal year.

(b) rhg_annna 1 .jrapMftteK-Rhflll i n c l u d e  an analysis

of p o t e n t i a l  s a l e  a r r a n g e m e n t s  w h e r e b y  t h e  c o r p o r a t i o n  m a y  be- trans-f 

f  erred- into, private- ownershipr: T h e  analysis-’shall  ̂ i n c l u d e’ d o c u m e n t a­

tion o f  at least t h r e e  o ffers to sell the c o r p o r a t i o n  i n i t i a t e d  b y  the 

c o r p o r a t i o n  d u r i n g  the last, f i v e  y e a r £ .

Sec. 19.70.160. A N N U A L  AUDIT. The a u t h o r i t y  shall have its 

f i n a n c i a l  r e cord s a u d i t e d  a n n u a l l y  by a c e r t i f i e d  p u b l i c  accountant. 

The l e g i s l a t i v e  a u d i t o r  m a y  p r e s c r i b e  the f o r m  a n d  c o n t e n t  of the 

f i n a n c i a l  r e c o r d s  of the a u t h o r i t y  and shall h a v e  access to those 

records  at a n y  time.

Sec. 19.70.170. N A M I N G  OF V E S S E L  O R  FACILITY. (a) A v esse l or 

f a c i l i t y  of the A l a s k a  m a r i n e  h i g h w a y  s y s t e m  c o n s t r u c t e d  or acquired 

by the a u t h o r i t y  u n d e r  this c h a p t e r  or A S  19.60 m a y  be given a name 

only b y  law.

(b) A m a r i t i m e  v e s s e l  shall b e a r  the name of an A l a s k a  glacier.

(c) A v e s s e l  u s e d  p r i n c i p a l l y  on the i n l a n d  w a t e r w a y s  of the 

state shall b e a r  the name of an h i s t o r i c a l  v e s s e l  that u s e d  the rivers 

of the state.

Sec. 1 9.70.180. ^.T. -  -  f^l- 7 - specif-

iLca-lly. p r o v i d e d  otherwise^Th~T:hirs-''c'hapter, t h e ‘ f o l l o w i n g  laws do not 

apprl^ t o-the”o p e r a t i o n s " o f  the a u t h o r i t y  : f

(1) AS 37.05;

(2) AS 37.07;

(3) AS 3 7 . 1 0 . 0 1 0  - 37.10.060;

(4) AS 37.10.085;

(5) AS 37.20;

(6) AS 37.25.

Sec. 19.70.185. S A L E  O R  LEASE. O F  T H E  A U T H O R I T Y .  (a)- The*,
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governor. may.. p r o v i d e  for the sale or .lease., of-..the a u t h o r i t y  and dis-* 

i s ol ve the corporatJ.on— if

(ii) it. ca n  h e  a s s u r e d  that the m a r i n e  h i g h w a y  s y s t e m  will t 
' c o n t i n u e  tg..operate a f t e r  the s a l e  or leeset-.and''

(2) u n d e r  the terns of the sale o r  lease, the s t a t e  will 

receive, the /amount o f  . m o n e y  it. has spent in c o n n e c t i o n  w i t h  - the-' 

authority*, f

(b) A  s a l e  u n d e r  t h i s . s e c t i o n  is s u b j e c t  t o . a p p r o v a l  b y  l#wj

Sec. 19.70.190. REVERSION- O F  • ASSETS.. ' Jtortreptr -as'- . p r o v i d e d  in» 

A S  T9.7Ct^]85^': if. the a u t h o r i t y  .ceases, to. e x i s t  i t s  assets, reveftr-tp 

t5=e- state'J*

Sec. 19.70.900. D E F I N I T I O N S .  In this chapter, unless the c o n­

text r e q u i r e s  otherwise,

(1) " a u t h o r i t y "  m e a n s  the A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  

e s t a b l i s h e d  b y  this chapter;

(2) " c a p i t a l  i m p r o v e m e n t "  means a p r o j e c t  for the c o n s t r u c­

tion, r e h a b i l i t a t i o n ,  reb uil d i n g ,  enlarging, or i m p r o v i n g  of all or 

any part of the m a r i n e  h i g h w a y  system, including, w i t h o u t  limitation, 

boats, vessels, wharve s, docks, approaches, landings, offices, and 

a p p u r t e n a n c e s  as d e t e r m i n e d  by the a u t h o r i t y  to be n e c e s s a r y  or d e s i r­

able for e f f i c i e n t  o p e r a t i o n  of the m a r i n e  h i g h w a y  s y s t e m  and to best 

serve the public;

(3) " f e r r y "  m e a n s  a v e s s e l  use d in the c o m m o n  c a r riage of 

p a s s e n g e r s  and s e l f - p r o p e l l e d  v e h i c l e s  in i n t r a s t a t e  commerce.

Sec. 19.70.990. S H O R T  TITLE. This c h a p t e r  m a y  be c i t e d  as the

A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  Act.

* Sec. 3. AS 35.27 is a m e n d e d  by a dd ing a n e w  sectio n to read:

Sec. 35.27. 0 2 5 .  A P P L I C A T I O N  TO A L A S K A  M A R I N E  H I G H W A Y  AUTHORITY.

The r e q u i r e m e n t s  of this c h a p t e r  apply to the A l a s k a  M a r i n e  Highway

P C U T 3  O  Q  t T ’.-------- \
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Author ity. C o m p l i a n c e  w i t h  this c h a p t e r  is the sole r e s p o n s i b i l i t y  of 

the a u t h o r i t y  w i t h  r e s p e c t  to the p u b l i c  b u i l d i n g s  a n d  f a c i l i t i e s  of 

the authority.

* Sec. 4. AS 3 5 . 27.030(2) is a m e n d e d  to read:

(2) " b u i l d i n g "  or " f a c i l i t y "  means a p e r m a n e n t  i m p r o v e m e n t

c o n s t r u c t e d  by the d e p a r t m e n t  or a u t h o r i t y ; the term

(A) includes, but is not limited to,

(i) schools, o f f i c e  b uildings, a n d  cou rt b u i l d­

ings ;

(ii) o t h e r  b u i l d i n g s  w h i c h  the c o m m i s s i o n e r  d e t e r­

mines are d e s i g n e d  for s u b s t a n t i a l  p u b l i c  use;

(iii) boats and v e s s e l s  of the m a r i n e  h i g h w a y

I j  system;

(iv) t r a n s p o r t a t i o n  fac ilities w h i c h  a c c o m m o d a t e  

tr a v e l i n g  p assengers;

(B) e x c l u d e s  other  t r a n s p o r t a t i o n  facilitiesj_ [.]

* Sec. 5. AS 3 5 . 2 7.03 0 is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

(5) " a u t h o r i t y "  means the A l a s k a  M a r i n e  H i g h w a y  Authority.

* Sec. 6. AS 3 9 . 50.200(b)  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

(48) A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  (AS 19.70.010).

* Sec. 7. AS 4 4 . 4 2 . 0 2 0 ( a ) ( 1 )  is a m e n d e d  to read:

(1) plan, design, c o n s t r u c t ^  and m a i n t a i n  all state modes

of t r a n s p o r t a t i o n  and t r a n s p o r t a t i o n  f acilit ies and all docks, floats, 

b r e a k w a c e r s ,  b u i l d i n g s ^  and s i m i l a r  f a c i l i t i e s , e x c e p t  that the 

d e p a r t m e n t  is not r e s p o n s i b l e  for plannin g, design, c o n s t r u c t i o n ,  or 

m a i n t e n a n c e  of t r a n s p o r t a t i o n  m o d e s  or facil i t i e s  u n d e r  the j u r i s d i c­

tion of the A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y ;

” Sec. 8. AS 4 4 . 4 2 . 0 2 0 ( a ) ( 7 )  is a m e n d e d  to read:

(7) manage, operate, a n d  m a i n t a i n  state t r a n s p o r t a t i o n

-9- CSHB 23 ( T ran) _____
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f a c i l i t i e s  a n d  all docks, floats, b r e a k w a t e r s ^  a n d  b u i l d i n g s ,  i n c l u d­

ing all state highways , vessels, railroads,  p i p e l i n e s ,  airports, and 

a v i a t i o n  f a c i l i t i e s , e x c e p t  that the d e p a r t m e n t  is n o t  r e s p o n s i b l e  for 

m a n a g e m e n t ,  operation, or m a i n t e n a n c e  of t r a n s p o r t a t i o n  facilities, 

vessels, or e q u i p m e n t  u n d e r  the j u r i s d i c t i o n  o f  the A l a s k a  M arine 

H i g h w a y  A u t h o r i t y ;

* Sec. 9. A S  19.60.010 - 19.60.070, a n d  AS 19.65 a r e  rep ealed.

* Sec. 10. A P P O I N T M E N T  OF F I R S T  D I R E C T O R S  O F  A L A S K A  M A R I N E  H I G H W A Y  

AUTHORITY. T h e  g o v e r n o r  shall d e s i g n a t e  the terms of the d i r e c t o r s  of the 

A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  first a p p o i n t e d  u n d e r  A S  19.70.020. Of the 

seven d i r e c t o r s  f irst a p p o i n t e d

(1) two shall serve a term of two years;

(2) two shall s erve a term of t hree years;

(3) three shall se rve a teirn of f o u r  years.



Squeezing revenues from a shrinking budget
Alaska Marine Highway chief Joe Camp must boost revenues by $1.8 million this 
year or cut expenses by a like amount.

B y  Ch u ck  K l e e s c h u l t e ... 'I >. • I '  '-.,-
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I
F IT WERE IN PRIVATE hands, its 
revenues would make it the 11th 
largest Alaskan-owned business. It 
would rank fourth in the number of 

employees.
If it were a private transportation 

company, it would be the largest Alas­
kan-owned firm in the category.

If it were a chain of hotels, its 1,000- 
plus bed capacity would make it Alas­
ka’s largest hotelier.

And if it were a restaurant, it would 
be among the state's 10 largest fast food 
chains.

The state-owned and operated Alas­
ka Marine Highway System, which 
links 14 Panhandle, seven Southcentral 
and five Aleutian Chain communities, is 
all of these. Yet none.

“Running the ferry system isn’t easy," 
says Joe Camp, head of the system and 
deputy commissioner of the Alaska De­
partment of Transportation and Public 
Facilities. "Unlike an airline, we don’t 
just sell seats. Unlike a hotel, wc don't 
just sell beds. And unlike a barge com­
pany, we don’t just sell cargo space. We 
do all of that and more.”

Camp heads more than 1,000 em­
ployees, roughly 800 of whom man nine 
state ferries that ply Alaska’s southern 
shores from Seattle to Dutch Harbor. 
He's responsible- for wringing as much 
revenue as possible from a system that 
during summer rivals the busiest of 
Alaska tourism firms, but in winter 
provides an essential but less than 
lucrative transportation service for resi­
dents of 15 towns with no highway link 
to the rest of the state.

Heading into the ferries' busy 1986 
summer season, Camp is caught in a



squeeze of trying to hike revenues by 
attracting more passengers while trim­
ming costs. He faces increasing compe- 
tit ion from commercial airlines and 
their "ultimate super saver" fares and 
private cruise lines. He can’t trim fares 
or engage in rate competition to spur 
passenger or freight volumes.

He's competing for business at a time 
when it’s crucial that he succeed-just 
as oil-fueled state revenues are sailing 
into increasingly stormy seas.

C a m p  last year was told by law­
makers he must increase revenues or 
cut costs S1.8 million or be prohibited 
from spending a like amount of his 
proposed StiS million budget for the 
year that ends July 1. At the same time, 
competition from a new private cruise 
line-ferry operation, the Star Dancer. 
helped to trim passenger counts in the 
lucrative Southeast trade and, more im­
portantly, cut the bookings of campers 
and mobile homes aboard the system's 
car decks. Camp isn’t expecting to fulfill 
the revenue mandate and has been trim­
ming expenditures accordingly.

It traditionally has been from trans­
porting oversized vehicles that the fer­
ries have made their greatest revenues.

So even though the ferries carried 
99,1(14 vehicles last year-nearly 6,000 
more than in 1984 - the system suffered 
a revenue setback. It made S46.000 less 
in vehicle tariffs last August than in 
August 1984, for example.

L
a s t  y e a r  t h e  f e r r y  system 
also suffered a rare decline in the 
number of passengers. Just 
366,910 passengers rode the fleet last 
year-a slight drop of some 1,700 from 

1984, but a drop just the same.

C a m p  has been forced to cut operat­
ing costs to the bone, changing long­
time maintenance and manning policies 
and implementing more imaginative 
sailing schedules to keep the system 
within a shrinking budget. Still the 
storm clouds over the system aren't 
fading.

Gov. Bill Sheffield in his proposed 
budget for 1987 granted the system 
little additional money. It's likely the 
system will have to get by on less one 
more year.

The ferry system, set up in 1962 and 
fully operational in 1963, is a collection 
of nine vessels-the first, the tiny car

ferry Cliilkat. was taken over by the 
state after Alaska's admission to the 
union in 1959. Just 9S feet long, it can 
hold 15 vehicles. 75 passengers and can 
cruise at a leisurely 10-knot speed, lim­
iting it to service in the southern Pan­
handle between Ketchikan and Hollis 
with a stop at Metlakatla.

The largest ship in the fleet is the 13- 
vear-old motor vessel Columbia, which 
at 41S feet can hold 1.000 passengers 
and ISO cars and makes the run from 
Seattle to Skagwav during summer 
months in about 3-1/2 days. There are 
three other mainline ferries: the Mains- 
pina. the Matanuska and the Taku-n\\ 
of which have been extensively reno­
vated over the past eight years.

Two smaller ferries operate in South­
east: the A m v m  and h'contc. The Bart- 
lelt provides service fr_ n Cordova to 
Prince William Sound towns, and the 
open-, ocean-going Tuslumcna provides 
service to Seldovia, Homer, Port Lions 
and Kodiak and through the stormy 
Gulf of Alaska to the tip of the Aleutian 
chain.

For years, the ferry system, with 
roughly half of its budget (S33 million



this year) subsidized from the state's 
General Fund, lias been criticized by 
Interior legislators, sometimes for inef­
ficiencies. sometimes for personnel 
costs. Some say the criticism is unfair.

“It's been recognized for over 100 
years that sailing in Southeast - 
through the Wrangell Narrows and 
Peril Strait past the rocks and logs-is 
one of the most challenging places on 
earth. The weather is usually lousy, and 
maintaining a consistent schedule 3b5 
days a year requires incredible dedica­
tion. It’s not like running a bus system 
from Portland to Seattle." says Capt. 
Herbert Storey, whose 2b years make 
him senior mate aboard the ferry fleet.

S
'  \N D IN G  ON T H E  BR ID G E of the 
362-foot Taku, Storey says few 
understand the complexities of 
maintaining a schedule when fog can 

close down to the waterline in Southeast 
in minutes. A  key section of the trip 
from S k a g w a y  to Seattle passes 
through the Wrangell Narrows, where 
the channel closes to 350 feet for most of 
its 21 miles and course changes come as 
often as every quarter mile.

“Very few people with good sense 
would enter the narrows in fog, but if we 
can’t stay on schedule it produces costs 
for the system," says the skipper, who 
normally handles Columbia, the flag­
ship of the fleet.

C a m p  says running the ferries is 
further complicated by the relation­
ships among the system's money-mak­
ing functions. Three years ago, for 
example, the state decided it had out­
grown its former ticket reservations 
computer system, one that worked 
great for airlines but not for ferries. The 
state had to spend 52 million to design 
•its own system from the ground up-a 
reservations and bookkeeping system 
that went on line just this winter.

“Until now I’ve had a group of people 
with green eye shades hand-counting 
every ticket at the end of the month to 
find out our revenues. The new com­
puter system will allow us to keep track 
of our revenues and our expenses in a 
timely manner," says Camp. "Standard 
computer systems counted seats, but 
we needed something that would sell 
seats, book vehicles, keep track of state­
rooms and print and refund tickets. No 
one had a system that did all those 
things."

The ferries also have been difficult to 
operate since unlike a hotel that can 
tailor staffing to reservations, they have 
extensive walk-on traffic-no reserva­
tions are needed for two-thirds of the 
year. That causes a host of problems. 
Just ask Ponce Agahona.

The chief chef of the Taku, who’s 
been with the ferries for 17 years, Aga­
hona says it’s impossible to know how 
much food to order and how much to

prepare for meals. "Sometimes you have 
300 show up for meals. Other times you 
have 400 without notice. You end up 
being really creative in salvaging left­
overs for the next special," says the a 
former Juneau hotel chef.

In the ferries' hotel business, state­
rooms often are booked for short 
stays-stays that end not at an 11 a.m. 
check-out time, but at 2 a.m. with check­
in at 2:30 a.m. or at 5 a.m. with check-in 
at 5:15.

“During the summer we have to keep 
people wording around the clock since 
the bunks aren’t cold before the next 
passengers want the staterooms. It 
keeps you constantly in motion,” says

lid Markshcffel, chief purser aboard 
the Taku.

Employee costs always have been 
one of the prime targets of lawmakers. 
Ferry workers, represented by three 
bargaining units, the largest of which is 
the Inland Boatmen's Union of the 
Pacific (IBU-P) representing more than 
600 of the vessels’ crews, are among the 
best-paid state workers. Members of 
the Master, Mates and Pilots bargain­
ing unit, the nearly 100 licensed crew 
members who operate the fleet, average 
more than $51,000 a year.

Employees respond they work 12- 
hour davs for a week; their 84-hour 
work weeks are nine hours more than

D is c o v e r  t h e
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most statd workers log in twice the 
time.

To cut costs, Com p  has changed long 
standing maintenance procedures, dry 
docking Columbia in Seattle without its 
crew during the winter. The change has 
saved about $500,000 in employee 
costs.

He also has shortened the mainte­
nance period for the other mainline 
ferries, pushing to get 13.S additional 
weeks of sailings from his ships in hopes 
of increasing revenues without hiking 
costs.

He's attempting to cut employee 
replacement costs by barring workers 
from taking more than three weeks of

11 'ringing nri'niics fntm a sin it:kin,!; 
budget.

leave (one work period of vacation) dur­
ing the ferry's busy season from mid- 
M a y  to mid-September. H e  hopes the 
change-unpopular with employees- 
will save more than $100,000 a year.

Starting this month, two ferries will 
provide weekly service north from 
Seattle in hopes of competing more ef­
fectively with the Star Dancer. The 
change, which will decrease by two the 
number of weekly sailings from Prince

- . v
Rupert, British Columbia, to Panhandle 
towns, could generate another $75,000 
a week in revenue-provided the Mata- 
nusku sailings prove popular with north­
bound tourists.

T^o CUT THE COST of no-shows, 
who book car or cabin space and 
then don't appear for sailings. 

C a m p  has imposed a 45-day advance 
payment policy for placing vehicles on 

the ferries' busier routes. Those who 
cancel reservations less than 30 days 
before sailing no longer will receive full 
refunds.

In recent years the system also has 
done ever-thing from adding computer 
and videogames lor children to upgrad­
ing gift shops and bars to hike revenues. 
It’s also added television rooms. Until a 
recent attorney general's opinion on 
copyright law, movies where shown. Of­
ficials hope to resolve that dispute so 
they can reopen video rooms this 
spring.

In response to Alaskans who've c o m­
plained staterooms are "block-booked" 
by travel agents for Outside tourists, a 
limit of a quarter of all staterooms was 
placed on the number that could be 
booked by groups. To curb complaints 
among Panhandle residents that vessels 
have become "less romantic," C a m p  
reinstituted waiter meal service aboard 
the Columbia and was considering it for 
the Matanuska. Under the administra­
tion of former Gov. Jay Hammond, all 
ferries were converted to cafeteria-stvle 
food service to cut costs. C a m p  says he's 
making the change without hiking 
costs.

To the biggest complaint, the inabil­
ity of passengers to get through on the 
telephone to make reservations, Camp 
has grouped reservationists in Juneau, 
expanded their hours from 6 a.m. to 9
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p.m. daily  and se t tip toll-free calling 
from A laska and th e  Low er 18 and 
added operators.

“We feel these  changes b e tte r  posi­
tion us to m arket the ferries." Camp 
explains.

O
N E  C O M P L A IN T  L IN G E R S : the 
system  is com peting  too aggres­
sively with p rivate  en terp rise. 
W hile the  s ta te  has halted  sightseeing 
cru ises to G lacier Bay and  M isty Fjords 

in Southeast, it still provides service 
betw een Valdez and W hittie r that often 
com petes against private cru ise opera­
tors providing Columbia G lacier sigh t­
seeing trips.

Taku l im i  chef A nalw m  lives with unccr- 
lilililv.

Cam p says the s ta te  has no plans to 
curta il Prince W illiam Sound service, 
but also has no in te rest in escalating  
com petition w ith tour operators. He 
adds his vessels are so overscheduled he 
doesn't have the  vessels to clim b back 
into sigh tsee ing  runs to G lacier Bay, 
even if he w anted to.

T h ese  changes are im proving both 
revenues and public reaction  to ferry  
service, but th e  fleet is facing o ther

Now W h e n  Yo u  Travel O n  Bu sin ess , You Wo n T  H ave To G o It  Al o n e .
N ot ifvou stay at the charming new Camlin Hotel in 

the heart o f  Downtown Seattle, because now through 
May 15, 1986, business travelers who request our special 
corporate rate are invited to bring spouses along free. And 
when you have dinner together in me Cloud Room, your 
spouse will dine free, too. That’s just part o f  the Cham­
pagne ServiceSM you can expect at the new Camlin. And a 
great way to make business a pleasure.

Corjrorate rates from S47.00.

For reservations and information 
In Washington State: 1-800-552-7122 

Other 49 States: 1-S00-426-0670 
1619 9th Avenue Seattle, WA 98101
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Satellite Com m unication System s for Your Business 
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or the  rest of the world.

FOR YOUR IN FO RM ATIO N  
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For more details on how  our com m unications system s can 
help your com pany cu t costs, call (907) 349-7232

longcr-range problem s. A new system  
plan indicates a need for higher-speed 
v e sse ls  -  p o ten tia lly  c a ta m a r a n s -  to 
increase frequency in southern  S ou th ­
east. A high-speed jetfoil was tested  two 
sum m ers ago, but it was judged too 
expensive and had too little freight- 
vehicle capacity.

T h e  ferry  system  four years ago did 
prelim inary w ork to replace the 22- 
vear-old Tustinneim, which has been 
jostled  repeatedly  because of its Gulf of 
A laska serv ice. But since then the sta te  
has lost federal highway money to fund 
a rep lacem ent. Camp says a new study 
of the vessel's hull shows it still has a 
num ber of years of service in it. T he 
sta te  has pared  replacem ent plans to a 
cabin expansion and renovation effort; 
som e $4.5 million is being sought this 
year to s ta rt on the work.

Still, Camp says the sta te needs to 
plan on p u rch asin g  a second  open- 
ocean-certified ferry to serve as a back­
up for the Titstuniciw  while it is laid up 
for annual m ain tenance. T h a t could 
cost m ore than $50 million. He says the 
s ta te  needs at least $3 million apiece for 
two sm aller ca tam arans for southern  
S ou theast service, plus a third larger, 
faster boat for northern  Southeast se r­
vice. Eventually the system  will face at 
least an $80 million pricetag to replace 
Columbia-provided the vessel is built 
solely in U.S. shipyards.

W here the millions will com e from in 
a clim ate of g rea ter dem and for fewer 
sta te  capital im provem ent dollars, how­
ever, is a m a tte r of no small concern for 
ferry officials as  they chart the fu ture A 
the A laska M arine H ighw ay System , a



October 23, 1562

MEMORANDUM

TO: William A- Egan
Governor

FROM: John E. Havelock
Deputy Attorney General

RE: Passenger and Vehicle Tariff—
Prince Rupert, B. C. to Skagway, Alaska

C

Tariffs established for the Southeastern Alaska Perry 
System include as representative rates $118 for car and $30 for 
the driver and each passenger from Haines to Prince Rupert. The 
rates from Juneau are $58 and $23*50 respectively. It is ny 
view that certain important factors were either ignored or given 
insufficient weight in the determination of this rate structure, 
and as a result, the rates are much higher than the state in­
terest requires.

1. General Rate Levels

One of the basic aims of the first year's operation 
of the system is traffic generation. No one expects that the 
ferry system will show in the black for at least three years.
The greatest management disaster of the first year's operations 
would be insufficient traffic. If the ferry is going to be 
called the administration's folly it will be so nominated as 
caption to a picture of the H. S. Malasplna discharging only 
three passengers and a truck at one of its main terminals. The 
system is designed to carry a hugh volume of traffic right from 
the beginning as the ferries are launched in close succession.
The first measure of success of the ferry is whether that capa­
city is utilized, not whether the system pays for itself in 
tariff revenues. It is obvious that the real return to the state 
will be derived from the ferry's effect in stimulating the state's 
economy, rather than profits from the ferry Bystem itself.

The Gilman report and the tariff schedules of the 
Division of Marine Transportation are predicated on the assump­
tion that the important consideration on which to base tariff
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William A. Egan
Governor
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rates is long term feasibility and fiscal "soundness” as a 
business enterprise. The Gilman report and tariff recommenda­
tion is based on the following analysis:

a. The ferry may be expected to divert 14$ of 
existing passenger traffic movement in and out of Alaska from 
existing modes of travel and 6.7$ of intra-Alaska air travel.
The ferry operation itself will induce a 5 $  Increase in deck 
passengers and 22.7$ increase in automobile passengers over 
present total Alaska traffic. Therefore a  total traffic of 
"x” passengers and cars can be expected.

b. Operating and debt service charges of ”y" 
can be expected.

c. With x  traffic and y  expenses a  tariff of 2 will produce revenues A, B, C and D  for 1962, 1963* 1964, 
and 1965* so that in the fourth year the ferries will be paying 
propositions as traffic increases.. Presumably as the projections 
are extended the ferry will become a  better and better business 
investment for the state starting with half a  million profit in 
the fourth year. 1/

The only reference that I can find to the effect of 
tariff on traffic is at p. VI-1 of the report proposing rates, 
where it is stated:

"The tariffs recommended for automobiles 
(including driver) 2/ are based on about 45 
cents per mile and are shown in Table 4. While 
these rates are somewhat higher than those for

1/ The break even point has been determined as 40$ of capacity 
i n  summer, 10$ in winter. Therefore the $1,326,650 deficit 
predicted by Gilman for the first year posits a n  extremely low 
traffic volume. Probably there is a peak month in July-August 
so that volume is well below 40$ for the rest of the year even 
at the break even point three years hence.

2/ This rate is broken up so that the driver Is charged 
separately as a passenger and the automobile tariff reduced 
slightly. The report recommended Prince Rupert to Haines $196.50. 
This is now $148 ($118 plus $30). However, this reduction still 
leaves the rates too high, particularly considering the fact that 
the passenger rate was raised from $25.50 to $30. Consider the ;• 
husband, wife and two children: $238 present schedule; $273, '
Gilman.
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ferry systems in the Northwest area, we believe 
them to be reasonable and attractive to both 
tourist3 and residents."
The belief that the rates are "reasonable and attrac­

tive" is nowhere substantiated, nor is any indication given 
that the "reasonableness" and "attractiveness" can have a sub­
stantial bearing on traffic. B y  supplementary memorandum of 
February 13# 15*>1» the Gilman Company analyzed the effect of 
certain reductions in the original proposed tariff. As far as 
X a m  able to determine without benefit of an adding machine, 
n o  consideration (or no more than 1^) was given, in reassessing 
revenues, to any probable Increase in volume engendered by the 
tariff cut. In other words, traffic is supposed to be a  fixed 
quantity not correlative to revenue. I  believe this supposition 
is erroneous,

A project such as the Alaska ferry contains so many un­
certainties in terms of traffic and revenue that the management 
murt he highly flexible. During the first year, even day by day 
experience will be of the utmost importance since it will furnish 
tie first concrete information on actual traffic behavior for 
future prediction. Passengers should be heavily polled to deter­
mine why they are on the system, how they heard of it, who they 
are, style of travel, effect of rates, etc., so that appropriate 
adjustments can be made to further induce traffic development, 
and revenue advantages. Since traffic 13 originally more impor­
tant to the system than revenue, I would suggest that original 
tariff schedules be low. If the traffic volume Justifies an 
increase, tariffs can always be adjusted upwards to beef up 
revenue. If tariffs start high, the state has lost forever the 
advantage of an early traffic boom in terms of psychological 
success of the ferry. In addit; *vi, the state will have lost the 
substantial factor of the effect; ve publicity travelers may give 
to the system when they return home, together with the economic 
boost such travelers can give tli© state through subsidiary 
Alas lean private spending. The travelers who w o n’t travel if the 
ferry gets off to a Blow start represent dollars Irretrievably 
lost to Alaska.

2. Internal Rate Structure

In view of the overall economic purpose of the ferry 
system, the tariff scales should contain internal flexibility, 
that is, variability according to the types of traffic to be 
induced. The only mention of this aspect of rates thus far made 
publlo is a plan for reduced rates for package tours. This 
variation Is an overly modest beginning considering what we 
already know about types of traffic and state policy towards
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various kinds of traffic.

Xn assessing rates, management must be careful not to 
fall into private enterprise habits of thinking which are In­
applicable to a state operated enterprise. A private enterprise 
must stand or fall on its own success as a  financial venture. A 
state enterprise must be examined with different criteria. The 
ferry system can be looked at as one critical corporation in an 
interlocking chain of enterprises consisting of the rest of the 
private enterprises of the state. By way of illustration, in 
Los Angeles a number of La3 Vegas and Lake Tahoe vacation hotel 
operators offer ‘'free", or near free, air charter champagne flight 
transportation to their Nevada operations. The hotels take a n  
enormous loss on their air charter operations but they calculate 
that they make it up on their take through the hotel accommoda­
tions, gambling, entertainment, etc. As to the tourist-segment 
of the traffic, the state ferry system operation can be looked 
at the same way on a much larger scale since every drug stare, 
motel, grocery store, ga3 station is, from the state's point of 
view, part of the same interlocking economic establishment— the 
business of the state.

Not all traffic can be given the same tariff treatment*
For the reasons suggested by the example, the most desirable 
traffic is the tourist trade. Business passenger traffic has 
almost no priority standing since we are there talking about 
travel that comes to Alaska anyway, which has no special induce­
ment to use the ferry for Its own rake, and which is likely to 
hurt existing carriers to the detriment of the state'b economy. 
Tourist, travel can be self-generating, arises from untapped 
sources, and is not likely to be diversionary except to some 
extent in the first year or two. 3/

The ferry's basic appeal will be to the automobile
family.

For a large body of Americans,- to whom the cost of 
ferry transportation would be a vital factor in calculation, the 
annual vacation consists of packing the kids in the car and driving 
somewhere with no more definite plans than that they must be back -•

2 /  Not-j that the private tour lines are planning to build more 
tour ships in the face of the state’s operation. Tour ship 
operations also cater more to the retired couple type of traffic—  
people who need accommodations of comparative luxury and - • •
personalized care. s
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ln two weeks. The car is as important psychologically as a sym­
bol of mobility as it is as a method of getting from one place 
to another. The traveling family will want to take the car with 
them and they will be more likely to debark at ports along the 
way if they can ta'ce the car with them cheaply, despite the few 
miles of road available. Many auto tourists will be looking 
for a circuitous trip. The "up the highway and down the ferry" 
route or vice versa, may well become a great tourist route. Until 
the ferry is operating at full auto capacity, everything Is to be 
gained and little lost by encouraging such people to take their 
car with them. Present ferry rates, however, are hardly encourag­
ing. $238 ($476 round trip) ia a sum that the va3t proportion of 
auto tourists will be unwilling to spend on ferry transportation 
alone. 4/

How can this type of traffic be distinguished from a 
tariff point of view? They will almost always travel by auto—  
more often station wagon than compact.

Trailer travel Is almost entirely by this group. There­
fore vehicle fares geared arithmetically to length will outprlce 
them. The tourist auto family always contains a wife and almost 
always children. Therefore a tariff structure which provides 
special rates or even a subsidy on the automobile tariff for a 
spouse and pre-working children (under 15 or 16) will be parti­
cularly beneficial to it. There are many ways preferences can be 
effected. The tariff should be so planned that an upward revision 
should be necessary within one or two years to control over­
capacity loadings. In the meantime the ferry will be maximizing 
utilization of idle ferry space while generating recurrent travel 
and publicity.

At some point there is clearly a point of diminishing 
returns in terras of direct revenue. However, the side effects of 
ferry travel on tourism are so Important that direct revenues 
should be given a back seat in tariff management of the operation 
in the pre-capacity years.

Eesides auto family tourism, the ferry operation should

4 /  One consideration is that for travel, the family manager will 
oe noting that he la spending this sum to travel 600 miles which 
could take him 47,000 miles translated Into straight gas mileage. 
While considering oil, depreciation, repairs, etc., hl3 co3ts will 
be higher, (living costs will be higher on the ferry) Alaska Is 
still put in competition with all the United States from Maine to ' 
Florida for the west coast tourist family.
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have distinctive tariffs for several other varieties of traffic. 
During winter months when the ferry system is likely to be 
operating at minimum capacity, tourists should receive lower 
rates. Marginal season tourism may also be encouraged through 
the rate structure. May is a  beautiful month in Southeastern 
Alaska and may offer skiing opportunities to the restless souls 
who went to Sun Valley laot year. For sld. traffic, winter and 
spring, the ferry would have to consider its competitive situation 
with air carriers. The skierTs ferry should be priced to cater 
to carloads of two couples who will drive to Prince Rupert. The 
ferry can afford a cheaper rate for the aider because of the sub­
stantial gain from expensive ski sports in Alaska. The state can 
also consider the priority it must give to development of the off 
season economy i n  Southeastern Alaska. The airline, calculating 
privately, cannot consider this an advantage.

Another group that might be considered for selective 
treatment is the Alaskan tourist. Air travel encourages out of 
3tate Jaunts. Bard winters encourage winter vacations. Possibly 
the system should consider making itself financially attractive 
to these tourists. The prospect of a cheap way in and out for 
the car is one of these. If I am going to Yuma for a winter 
vacation from Anchorage, the ferry could be attractive to me as 
a method of getting my car to the contiguous states so I can save 
on air fare from Seattle south. Possibly an intra-Alaskan vacation 
in Southeastern Alaska will be attractive if the ferry offers a 
goad rate.

While discussing possible rate variations. It might be 
noted that the existing rate structure, whether accidentally or 
not, contains a  substantial rate discrimination by basing vehicle 
tariffs purely on an arithmetic length calculation. The rate is , 
calculated roughly on a per foot length basis. By this method 
of calculation trucking la placed In an extremely favored position. 
While superficially an arithmetic length calculator appears simply 
to render the quid pro quo according to the commodity, (transporta­
tion) rendered, in fact this is an over-balanced way of calculating 
prices both from a  market and policy standpoint. Market calcula­
tions are based on the competitive situation, and how badly the 
customer needs the product, not Just how much it cost the seller. 
Competitively the trucker Is getting a very good deal indeed.
For intra-southeastern traffic, the competing tariffs are the cost 
of special charter, for traffic lnto-southeaot the much higher 
rates of Alaskan Steam, A  length calculus Instead of weight is 
extremely advantageous to the trucker and disadvantageous to the 
tourist whose car a fraction of the height of a  truck and 
contains many feet of unuseful length. Even on trucking traffic 
to Alaska Westward I cun informed that truckers expect an average 
saving of $800 per trip. D o  we need to offer an $800 saving? If
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space becomes premium how do we gauge the desirability of three 
families of tcurist3 and the truck in tevms of balancing the 
tariff? A good size truck will carry a 7 cad of 40,000 pounds or 
more* A 60-foot trailer truck under the proposed tariff will 
C03t $244.90 from Prince Rupert to Juneav; > This comes out to 
approximately 6/10th of a cent per pounds A raise of $100 on 
this truck rate cost3 5/20ths of a cent per pound of cargo. The 
ferry operation is conducted by the state to subsidize the economy. 
But in comparative subsidization do we want to subsidize truck 
travel this much and tourist travel so much less?

What distinct calculation of "fair and reasonable" wa3 
made in the case of truck traffic? Obviously none, since it is 
calculated on an identical basis with auto traffic.

1 do not want to be understood .̂s contending that truck 
tariff a are necessarily too low. I use the truck tariff only to 
show the inconsistency of the tariff planning.

3. Conclusion

The legislation establish! the ferry system does not 
Indicate that it was intended to be operated as a business enter­
prise. T o  the contrary, all evidence indicates that the ferries — ^ 
were intended as links in the highway system. There is nothing v 
improper in running the ferries at a  "loss" any more than there i 
is in building roads not paid for in tolls. If travelers on the \ 
Alaska Highway were asked to pay for even the cost of maintenance,^ 
without regard to the cost of construction, the tolls would assure 
that no one ever used the highway. The fe;Ty Bystem is another 
key artery looming large in the future growth of all Alaska, and 
the same logic should govern its management. Throughout the 
state the average annual maintenance cost for highways is $1500 
p e r  mile, higher for gravel* Considering travel over water by the 
system as highway (a fraction of the mileage if a road were 
actually built), maintenance costs alone would amount to $900,000 
per year. This figure could be taken as one guide to the average 
annual subsidy over the life of the ferries that might reasonably 
be allowed. The tariff planners actually have constructed a 
tariff that will, if conservative traffic estimates hold true, put 
the whole system, including debt service (i.e., construction costs) 
in the black already by the third year still running well below 
capacity J

As all agree, traffic is a great unknown, though there 
is cause for optimism in the innate attractiveness of the enter­
prise. Actual traffic compared to capacity will be much lower, 
spectacularly so in the off season, than the general public prob­
ably appreciates. Lack of traffic is the only real disaster
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(short of casualty) which could hurt the ferries and the adminis­
tration badly. 4/ For three years the books of the ferry system 
will show a loss anyway. The public is not likely to be more dis­
turbed, with proper assurances, by the difference between a  
$1,326,650 operating deficit (Gilman prediction fox' first year) 
and a $2,326,650 deficit. They will be more likely to be dis­
turbed if the former figure is pointed out to them with a picture 
of an empty ferry boat. They will be much less likely to be 
disturbed by the latter figure if the streets ar? full of auto­
mobiles with California, Idaho and Washington license plates, 
bearing ferry system bumper stickers, or if their own plans can 
include taking the family out the easy ferry way for a vacation.
If no traffic would be the great disaster for t.'.e ferry, what 
greater tribute to the foresight of the system’s supporters than 
if a new ferry goes to the drawing boards in 1966 to contain the 
growing volume— even if the system costing the state half a 
million a year.

4/ This discussion rest3 on the assumption that wheeled traffic 
loadings will be invariably below system capacity, with possible 
exception only in one or two days of the summer. At such time 
as the ferries are full, length and system revenues become 
important considerations.

Respectfully submitted,

GEORGE U. HAYES
ATTORNEY GENERAL

By
John E. Havelock 

Deputy Attorney General
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APPEIBIX

As a basis for discussion, I would recommend the 
following changes in the tariff:

1. A standard price for passenger vehicles eliminating 
the distinction between contact and standard autos,

2, A cut in auto tariff (using 15* as base) of up 
to 50/$ graduated according to how far the traveler is going on 
the ferry,

3« A special rate for camp caravans under 20* of 
approximately 1/2 an auto.

4, No charge for wife or children under 16 traveling 
with husband and auto,

5, 10# cut for return ticket on end to end travel,
good for auto with same license plate.

6, 10# rate reduction for autos for months of October,
November, March, April and May.

7- 20 increase in truck rates, 30#  for vehicles
over 40*.

GEORGE N. HAYES 
ATTORNEY GENERAL

E y
John E. Havelock 

Deputy Attorney General

JEH:lb



Institute of Public 
Administration

E S T A B L I S H I N G  P U B L I C  C O R P O R A T I O N S  IN A L A S K A  

A  G U I D E  FOR L E G I S L A T I V E  D E C I S I O N  M A K I N G

A R E P O R T  TO 

THE L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E

BY A N N M A R I E  W A L S H  AND D A V I D  M A M M E N

D E C E M B E R  15, 1982

r

5 5  W E S T  4 4  S T R E E T  
N E W  Y O R K ,  N .  Y .  1 0 0 3 6

1 7 1 7  M A S S A C H U S E T T S  A V E N U E ,  N . W .  
W A S H I N G T O N .  O . C .  2 0 0 3 6



■j

ESTABLISHING PUBLIC CORPORATIONS IN ALASKA 

A GUIDE FOR LEGISLATIVE DECISION MAKING

T a b l e  o f  C o n t e n t s

Introduction .......................................................  1

Selecting the Corporate Form ..................................... 3

The Design of the Corporation .................................... 8

Implications of the Guide for the Alaska Railroad ............. 18



E S T A B L I S H I N G  PUBLIC C O R P O R A T I O N S  IN A L A S K A  

A G U I DE  FOR L E G I S L A T I V E  D E C IS I O N  M A K I N G

1. I nt r o duction

C o n t i n u i n g  dema nd s  for g r e at e r  and m o r e  va r ie d  g o v e r n m e n t  

se r v i c e s  have r e s u lt e d  in rapid growth in the use o f  public c o r p o r a t i o n s  

for loa n  programs, l arge scale c o n s t r u c t i o n  projects and e n t e r p r i s e - t y p e  

public services. Every s e s s i o n of the Alaska L e g i s l a t u re  f.:ces several 

p r o p o sa l s  to create, to c h a n g e  and to s u bsidize i n d e p e n d e n t  public 

c o r p o r a t i o n s  of the state.

In J a n u a r y  1982 the Institute of Public A d m i n i s t r a t i o n  (IPA) 

pr e p a r e d  a r e p o r t  (A l a s k a ' s  Public C o r p orations: a fra m e wo r k  for 

a s s e s s m e n t ) for the L e g i s l a t i v e  Bu d g e t  and A u d it  C o m m i t t e e  of the Al a s k a  

L e g i s l a t u r e  w h i c h  d e s c r i b e d  the state's m a j o r  c o r p o r a t i o n s  and d e v e l o p e d  

a f r amework for a s s e s s i n g  and o v e r s e e i n g  them. This guide is d e s i gn e d  to 

s u m m a r i z e  IPA's e a r l i e r  r e p o r t  by p r o v i d i ng  a c h e c k l i s t  o f  que st i o n s  and 

issues tha t should be c o n s i d e r e d  du r i n g  the process of l e g i s l a t i v e  

de c i s i o n  m a k i n g  w ith r e sp e c t  to public corporations.

Wha t are the c h a r a c t e r i s t i c s  o f  public c o r p o r a ti o n s  or a u t h o r i t i e s ?

Public c o r p o r a t i o n s  are g o v e r n m e n t  i n s t r u m e n t a l i t i e s  e s t a b l i s h e d  

by l e g i s l a t i v e  statu t e  to o p e r a t e  to some e x t e n t  outside the r e g u l a r  

str u c t u re  of e x e c u t i v e  dep a r tm e n t s ,  u s u a l l y  to finance, c o n s t r u c t  or 

oper a t e  reve n u e  p r o d u c i n g  enterprises. As corporations, t hey have 

s e p a r a t e  legal e x i s te n c e  (to sue, to be sued, and to assume c r e d i t  

o b l i g a t i o n s  in t h e i r  own name). They  are v ar iously c a l l e d  c o r p o ra t i o n s ,
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public a u t h o r i t i e s ,  c o mm i s s i o n s , banks, servi c e s or agencies.

H o w  do public c o r p o r a t i o n s  d i f f e r  f rom r e g u l a r  g o v e r n m e n t ?

P ublic c o r p o r a t i o n s  d if f e r  f rom g ov e r n m e n t  i t s e l f  in these ways: 

♦Public c o r p o r a t i o n s  do not have general g o v e r n m e n t  police 

or reserve powers or  powers to tax;

♦ P u b l ic  c o r p o r a t i o n s  ca n  e xe r c i s e  only t hose powers and 

c o n d u c t  only those a c t i v i t i es  s p e c i f i c a l l y  a u t h o r i z e d  in t h ei r  c h a r t e r  or 

statute.

P ublic c o r p o r a t i o n s  d i f f e r  fro m  tr.e line a g e n c i e s  of the 

e x e c u t i v e  branch of g o v e r n m e n t  in the f o l l o w i n g  ways:

♦ T h e y have separ a t e  legal i d entity (corporate p e r so n a l i t y ) ; 

♦ T h e y  m a y  be e x e m p t  fro m  m a n y  of the a d m i n i s t r a t i v e  

p r o c e d u r e s  and r e g u l a t i o n s  tha t  a p p l y  to line age n ci e s ,  such as civil 

s e r v i ce  and o t h e r  personnel regu la t i o n s ,  p r o c u r e m e n t  and o ther 

a d m i n i s t r a t i v e  p r o c e d u r e s ,  rules and c o n t r o l s  by central e x e c u t i v e  staff 

agencies;

♦ T h e i r  powers and s t r u c t u r e  can usua l l y  be c h a n g e d  only by 

s t a t u t o r y  a m e n d m e n t  (not by ex e c u t i v e  order), and such c h a n g e s m a y  be 

l i m i t e d  by legal c o v e n a n t s  e n t e r e d  into by the c o r p o r a t i o n  for b o r r o w in g  

and o t h e r  contr a c t s ;  ' " ' is4

♦ T h e y  can be p e r m i t te d  b u s i n e s s - t y p e  budg et s  w i t h o u t  line 

item or e x p e n d i t u r e  period l i m i t a t i o n s ,  and m ay  be p e r m i t t e d  to retain

t h e i r  own ear n i n gs ,  s u b j e c t  to d e d i c a t e d  fund prohi b it i o‘rfe,;J J ’

* •*!
♦ P u b l i c  c o r p o r a t i o n s  u s u a l l y  hav e i n d e p e n d e n t  b o r r o w i n g  

c a p a c i t i e s  and c r e d i t  ratings. "" J 1-r!u'>'r :vl

i ? ' \ S r  ■



2. S e l e c t i n g  the C o r p o r a t e  F o r m

None of the a d v a n t a g e s  d e s c r i b e d  b e l o w  can be a c h i e v e d  only 

t h r o u g h  use of pu b l i c  c o r p o r a t i o n s ,  and none of th e m  are a u t o m a t i c a l l y  

a c h i e v e d  by use o f  pu b l i c  c o r p o r a t i o n s .  The record of public 

c o r p o r a t i o n s  t h r o u g h o u t  the na t i o n i n c ludes e x a m p l e s  of political 

co r r u p t i on ,  financial deb a c l e s ,  an d  c o n s t r u c t i o n  f ai lures as well as 

n u m e r o u s  success stories. However, in some states l e g i s l a t o r s  have 

s o u g h t  the f o l l o w i n g  thro ug h  the use of the c o r p o r a t e  form.

♦ Managerial and b u d g e t a r y  f l e x i b i l i t y  for e n t e r p r i s e - t y p e  

a c t i v i t i e s  tha t  n e e d  to be c o n t i n u a l l y  a d a p t e d  to chan g e s in c o n s u m e r  

demand, c o n s t r u c t i o n  c o n t i n g e n c i e s ,  and o t h e r  m a r k e t  factors;

♦ S p e e d  and e f f i c i e n c y  of l arge scale c o n s t r u c t i o n  u s i n g  

p l a n n e d  funding schedu l e s ,  f l e x i b l e  c o n t r a c t  a d m i n i s t r a t i o n ,  and 

n o n - c o n t r o l l i n g ,  m u l t i - y e a r  c o n s t r u c t i o n  budgets;

♦ I n c r e a s e d  ac c e s s to bon d ma r k e t s ;

♦ P r o t e c t e d ,  e a r m a r k e d  f u n d i n g  for p r io r i t y  pr o j e c t s  and 

long te r m  d ebt service, s u b j e c t  to d e d i c a t e d  fund p r o h i b it i o n s ;

♦ B u s i n e s s - l i k e  and s e l f  s u p p o r t i n g  ac t i vi t i e s ,  p a r t i c u l a r l y  

w h e r e  the b e n e f i t  p r o d u c e d  goes p r i m a r i l y  to the person or o r g a n a n i z a t i o n  

t hat uses and can pay for the service;

♦ I n s u l a t i o n  fro m  political i n f l u e n c e , f o r  p hi l osophical or

o t h e r  reasons^;

 ___ , a ♦Use o f  an a ge n c y  w i t h  m i x e d  owner s h i p ,  wit h  the potential

for t r a n s f e r  to t h e  p r i v a t e  sector, o r  w i t h  a j u r i s d i c t i o n  t h a t  spans 

several g o v e r n m e n t  units.
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W h a t  are the p i tfalls to be a v o i d e d  in d e c i d i n g  on and d e s i g n i n g  public 

c o r p o r a t i o n s ?

An i n c r e a s i n g  n u m b e r  of pub l i c  c o r p o r a t i o n s  have b een formed, 

p a r t i c u l a r l y  for l o a n  p r ograms, pu bl i c  t r a n s p o r t a t i o n ,  h o u s i n g  fina nc e  

and e n e r g y  d e v e l o pm e n t .  The single p u r p o s e  c o r p o r a t i o n  s eems a simple 

and c l e a r  cu t  a n s w e r  to m a n y  d e m a n d s  for new and c o m p l e x  g o v e r n m e n t  

functions. T h e i r  a d v a n t a g e s  are r e l a t i v e l y  e asy to list. T h e i r  

d i s a d v a n t a g e s  a p p e a r  only o v e r  time and e xperience. It is i m p o r t a n t  

t h e r e f o r e  to k ee p  in m i n d  some of the potential d i s a d v a n t a g e s  w h e n  m a k i n g  

th e  initial d e cision. Potential d i s a d v a n t a g e s  include the following:

♦The a c c u m u l a t i o n  o f  i n d e p e n d e n t  d ebt b u r d e n  and o t h e r  

financial o b l i g a t i o n s  and potential c l a i m s  a g a i n s t  fu t ur e  t a x es  and tax 

pa y e r s  w i t h o u t  c o n t r o l , financial p l a n n i n g  o r  e ar l y  w a r n i n g . Two facts 

a f f e c t  this potential problem. First, high volumes o f  b o r r o w i n g  thro u g h  

c o r p o r a t e  r e v e n u e  bonds do t end to t i g h t e n  the m a r k e t  for general 

o b l i g a t i o n  b o r r o w i n g  by state and local g o v e r n m e n t s  f r o m  the same state. 

Second, even w h e n  the state c l e a r l y  has no legal o b l i g a t i o n  fo r  the debts 

o f  its c o r p o r a t i o n s ,  if t h o s e  c o r p o r a t i o n s  get into financial d i f f i c u l t y  

t h e  state will have to help the m  (by c h a n n e l i n g  a p p r o p r i a t i o n s  into 

rese r v e  funds, by o f f s e t t i n g  o p e r a t i n g  def i c i t s,  by h e l p i n g  to r e f i n a n c e  

d e b t  or o t h e r w i s e  a vo i d  default). The c r e d i t  s t a n d i n g  o f  the state is 

a f f e c t e d  by the c r e d i t  re c o r d of its corpor a t io n s .  U n f o r e s e e n  c h a n g e s  in 

i n t e r e s t  rates, in e c o n o m i c c o n d i t i o n s  o r  in r e v enues have ca u se d  

p r o b l e m s  w i t h  e ven the s e e m i n g l y  s t r o n g e s t  c o r p o r a t i o n s  in some s t a t e s .

♦The se p a r a t i o n  o f  i m p o r t a n t  d e v e l o p m e n t  d e c i s i o n s  (such as

d i s t r i b u t i o n  and p r i c i n g  of t r a n s p o r t a t i o n ,  energy, industrial i n v e s t m e n t
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and housing) from l e g i t i m a t e  political i n s t i t u t i o n s  based upo n  v o t e r  

s u p p o rt  and e x e c u t i v e  l e a d e r s h i p . C o n f l i c t s  o v e r  social, e n v i ronmental 

and e c o n o m i c  impacts m a y  arise too late, a f t e r  the c o r p o r a t i o n  has m ade 

d e c i s i o n s  to w h i c h  t h e  p e o p l e ' s  r e p r e s e n t a t i v e s  did not h ave access, even 

w h e n  there are public h e a r i n g  requi r e m e nt s .  Similarly, lack of 

c o n s i s t e n c y  b e t w e e n  c o r p o r a t e  p r o g ra m s  and departmental p r o g r a m s  and 

plans can i n c r e a s e  the costs and red u c e the e f f e c t i v e n e s s  of g o v e r n m e n t  

as a whole.

♦ U n d e r m i n i n g  g o v e r n m e n t  p r o c e d u r e s  e s t a b l i s h e d  for 

d e s i r a b l e  p u rp o s e s  of a c c o u n t a b i l i t y  and l e g i t i m ac y ,  inc l u d in g  

a p p r o p r i a t i o n s  and budge t i n g ,  e q u i t a b l e  job c l a s s i f i c a t i o n  and salary 

scales, m e r i t  r e c r u i t m e n t  and promo t io n ,  s t a n d a r d i z e d  a c c o u n t i n g  and 

a u d i t i n g  p r o c ed u r e s ,  and c o n t r a c t i n g  and p r o c u r e m e n t  controls. There is 

o f t e n  a t e m p t a t i o n  to b y - p a s s  r e g u l a r  g o v e r n m e n t  a ge n c i e s  w h e n  these 

p r o c e d u r e s  s e e m  too r ig i d  and c u m b e r s o m e  for good m a n a g e m en t .  However, 

r e f o r m  of p r o c e d u r e s  is p r e fe r a b l e  to p r o g r e s s i v e l y  c u t t i n g  ch u nk s  of 

g o v e r n m e n t  a c t i v i t y  ou t  o f  t h e m  altogether.

♦ C r e a t i n g  pock e t s  o f  pu b l i c  a c t i v i t y  s u s c e p t i b l e  to narrow 

special in t e r e s t  control.

♦Th e  potential for "creaming", or r e m oving reve n u e  

pr o d u c i n g  a c t i v i t i e s  f rom g o v e r n m e n t  budge t s , l e a v in g  d e f i c i t  o p e r a t i on s  

to fall m o r e  h e a v i l y  on t a x p a y e rs  o r  a p p r o p r i a t i o n s . Man y  states have 

t r i e d  u n s u c c e s s f u l l y ,  for e x a mple, to tap the revenues from  successful 

c o r p o r a t i o n  toll f a c i l i t i e s  to h elp finan c e  public roads or transit.

W h a t  are the a l t e r n a t i v e s ?

Not all o f  th e d i f f e r e n c e s  b e t w e e n  pub l i c  c o r p o r a t i o n s  and line
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agenc i e s  are necessary. Indeed, some o f  the c h a r a c t e r i s t i c s  of public 

c o r p o r a t i o n s  ca n  be g iven to line ag e n c i e s  in o r d e r  to a l l o w  the m  to 

u n d e r t a k e  e n t e r p r i s e - t y p e  a c t i v i t i e s  e f f i c i e n t l y  w i t h o u t  gi v i n g  up 

e x e c u t i v e  and l e g i s l a t i v e  controls. Fo r  ex a m p l e ,  some of the le g i s l a t i v e  

a l t e r n a t i v e s  to the full b lown c o r p o r a t i o n  are the following:

* A  s e p arate e x e c u t i v e  age n c y  o r  a d m i n i s t r a t i o n ,  he a d e d  by 

an a d m i n i s t r a t o r  r e p o r t i n g to the g o vernor, w i t h  special powers 

d e s i g n a t e d  by stat u t e  but w i t h o u t  i n d e p e n d e n t  c o r p o r a t e  s t a t u s . This

a r r a n g e m e n t  is o f t e n  use d  for e n t e r p r i s e s  t h a t  will be f un d e d  by 

a p p r o p r i a t i o n s  and state b o n d  issues (eg., t r a n p o r t a t i o n  b o n d  issues).

In C a l i f o r n i a,  for examp l e ,  a S t a t e  D e p a r t m e n t  o f  W a t e r  R e s o u r c e s  issues 

special general o b l i g a t i o n  bonds, w i t h  p r o j e c t  r e venues to c o v e r  debt 

s ervi c e  c h a n n e l e d  into a t r us t  fund. The D e p a r t m e n t  als o  issues revenue 

bonds in the name of the D e p a r t m e nt ;  they are o b l i g a t i o n s  of the 

D e p a r t m e n t  only.

* A  r e v o l v i n g  fund or c o r p o r a t e  loan fund w i t h i n  an 

e x e c u t i v e  de p a r t m e n t.  This is use d  for l oan and subs i dy  p r o g r a ms  that 

requ i r e  p r o t e c t e d  financial integ r i t y ,  r e v en u e  b o n d i n g  powers and 

s e p a r a t e  c r e d i t  o b l i g a t i o n s ,  but w h i c h  do not requ i r e  s ep a r a t e  

a d m i n i s t r a t i v e  b u r e a u c r a c i e s  and w h i c h  b e n e f i t  by policy c o o r d i n a t i o n  

w i t h  r e la t e d  programs. Such a r r a n g e m e n t s  in o t h e r  states hav e  p ro vided 

reve n u e  streams w h i c h  are i d e n t i f i a b l e ,  a l l o w i n g  for a c c o u n t i n g  separate 

f ro m  the general a g e n c y  b u d g e t  in o r d e r  to m a i n t a i n  c r e d i t  r a t i n gs  for 

r even u e  bonds. E x a m p l e s  include the A i r p o r t s  D i v is i o n  of the Hawaii 

D e p a r t m e n t  of T r a n s p o r t a t i o n ,  w h i c h  is a u t h o r i z e d  to i s s u e  r e v e n u e  bonds 

to c o n s t r u c t  and o p e r a t e  airports. A s e p a r a t e  Harb o r s  D i v i s i o n  w i t h i n
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the T r a n s p o r t a t i o n  D e p a r t m e n t  c o n s t r u c t s  and op e r a t e s  harbors. In the 

State o f  W a s h i n g t o n ,  a m o t o r  v e h ic l e  r e v o l v i n g  fund is used by the 

D e p a r t m e n t  of T r a n s p o r t a t i o n  w h i c h  issues reve n u e  bonds backed by m o t o r  

v e h i c l e  fuel t a xe s  to c o n s t r u c t  toll road and br i d g e  facilities. In 

Mar yl a n d ,  a s e p a r a t e  p ort a u t h o r i t y  w a s  a b o l i s h e d  in 1971; port 

a d m i n i s t r a t i o n  w a s  m a d e  part o f  a r e o r g a n i z e d  D e p a r t m e n t  of 

T r a n s p o r t a ti o n .

Regional/local e n t e r p r i s e s  run by r e p r e s e n t a t i v e  

c o m m i s s i o n s  o r  intergo v e rn m e n t a l  boards. E x am p l e s  incl u d e  public util i t y 

distr i c t s ,  such as t hose in the State of Washington. The M e t r o p o l i t a n  

Council in the M i n n e a p o l i s  - St. Paul re g i o n  is a regional e n t e r p r i s e  

g o v e r n e d  by an i n t e r governmental board.

In summary, the se l e c t i on  of the c o r p o r a t e  for m  should be based 

upon fou r  k inds o f  information:

* W h a t  c h a r a c t e r i s t i c s  for f i n a n c i n g  and m a n a g e m e n t  are 

i mplied by the m i s s i o n  of the p r o p o s e d  a g e n c y?

* W h a t  a l t e r n a t i v e  forms o f  o r g a n i z a t i o n  can provi d e  these 

c h a r a c t e r i s t i c s  w ith minimal l oss of d e m o c r a t i c  c o n t r o l ?

* H o w  imp o r t a n t  is it to relate t h e s e  a c t i v i t i e s  to 

political r e p r e s e n t a t i o n ?  to c o m m u n i t y  p r e f e r e n c e s ?  to departmental 

p o l i c i e s ?

* H o w  can a c o r p o r a t i o n  be e f f e c t i v e l y  m o n i t o r e d  in terms of 

financial and a d m i n i s t r a t i v e  impacts on state and local g o v e r n m e n t ?
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Careful des i g n  of each public c o r p o r a t i o n  to m e e t  the needs of 

the p a r t i c u l a r  m i s s i o n ,  f i n a nc i n g  situ a t i o n,  and d e s i r e d  p a t t e r ns  of 

l e a d e r s h i p  and o v e r s i g h t  is crucial if the a g e n c y  is to live up to the 

ex p e c t a t i o n s  for it, and not prove to be a source of f u t u r e  problems. 

There are m a n y  d i f f e r e n t  ways to o r ga n i z e  a public c o r p o r a t i o n ,  and the 

form a p p r o p r i a t e  for a loan fund m a y  not be a p p r o p r i a t e  for a r a i l ro a d  or 

a local port. This sect i o n  of the G u i d e  p r o v i d e s  a c heck l i s t  of 

q u e s t io n s  and l e g i s l a t i v e  a l t e r n a t i v e s  to be consid er e d .  These are 

grou p e d  u n d e r  recoimiendations s u m m a r i z e d  f rom the e a r l i e r  IPA report. 

Le g i s l a t i v e  i n t e n t  and o v e r s i g h t

The c o r p o r a t e  m i s s i o n  sh ou l d  be s ta t e d  c l e a r l y  e n o u g h  to provide 

pol ic y  g u i d e l i n e s  to the c o r p o r a t i o n  and to p r o v i d e  s t a n d a r d s  for 

s u b s e q u e n t  l e g i s l a t i v e  oversight. Goals, p r io r i t i e s  and p e r f o r m a n c e  

targets s h o u l d  be e x p r e s s e d  c l e a r l y  so t h a t  p e r f o r m a n c e  can be j u d g e d  

a g a i n s t  them. (For ex a mple, are s e r v i c e s to be self s u p p o r t i n g  from 

re v e n u e s ? Is the a i m  to i n c r e a s e p r o d u c t i o n  o f  some uni t  such as ship 

m a i n t e n a n c e ,  p a s s e n g e r  trips, or k i l o w a t t  c a p a c i t y ?  To aid or sub s id i z e  

c e r t a i n  g r oups?) .

The m o s t  e f f e c t i v e  w a y  to ho l d  an e n t e r p r i s e  a c c o u n t a b l e  is to 

m e a s u r e  its p e r f o r m a n c e  a g a i n s t  t a r g e t s  for t h a t  p er f o rmance. W i t h o u t  

targets or p ri o r i t i e s , o v e r s i g h t  tends to c o n s i s t  of r a n d o m  in t e r changes 

b etwe e n  l e g i s l a t o r s  and c o r p o r a t e  m a n a g e r s  tha t  are f r u s t r a t i n g  to both 

sides. If l e g i s l a t i v e  s t a t e m e n t s  of c o r p o r a t e  m i s s i o n  are a m b i g u o u s  or 

shift fro m  y e a r  to y e a r ,  t here is l i t t l e  t h a t  the s u p e r v i s i n g  e x e c u t i v e

3. The Design of the Corporation
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o f f i c i a l s  can do e x c e p t  try to assu r e  tha t  the c o r p o r a t i o n  is a ct i n g  

prudently. It is a l w a y s  d i f f i c u l t  to e x p r e s s  c l e a r  goals and p riorities 

for public p r o g r a m s  beca us e  the nat u re  of the d e m o c r at i c  process is such 

that the y  are o f t e n  the p r od u c t  of sh i f t i n g  compromise. N e v e r t he l e s s ,  

the e x e r c i s e  of t r y i n g  to d e v e l o p  c o h e r e n t  state m e n t s  o f  m i s s i o n  fo r each 

c o r p o r a t i o n  and r e l a t e d  departmental p r og r a m s  - h o w e v e r  i m p e r f e c t  - can 

c l a r i f y  the issues t h a t  are r e l e v a n t  to a u d i t  a* bu d g e t  review, and 

can p r o v i d e  a f r a m e w o r k  w i t h i n  w h i c h  s u c c e s s i v e  r e q u e s t s for s t a t u t o r y  

a m e n d m e n t  ca n  be judged.

* W h a t  are the g oals and the policy g u i d e l i n e s  tha t  the 

l e g i s l a t u r e  i n t e n d s  for the c o r p o r a t i o n ?

* Ar e  goals and g u i d e l i n e s  s u f f i c i e n t l y  c l e a r  and c o n s i s t e n t  

to j u d g e  the p e r f o r m a n c e  of the c o r p o r a t i o n  in the futu r e ?

♦ S h o u l d  l e g i s l a t i v e  a u t h o r i z a t i o n  be r e q u i r e d  for each 

m a j o r  capital p r o j e c t  or new p r o g r a m  e x p a n s i o n ?

The r e l a t i o n s h i p  o f  the c o r p o r a t i o n  to the state g o v e r n m e n t

C o o r d i n a t i o n  calls for c l a r i f i c a t i o n  of the r e l a t i o n s h i p  betw e e n  

c o r p o r a t i o n s  and the d e p a r t m e n t s  of s tate government. The two linkages 

p r e s e n t l y  used in A l a s k a  are to spec i f y  in statute t h a t  a c o r p o r a t i o n  is 

a t t a c h e d  to a sp e c i f i c  d e p a r t m en t ,  and to put one or m o r e  state 

c o m m i s s i o n e r s  on the co r p o r a t e  board. C u rr e n t l y ,  p r o v i s i o n s  tha t  a 

public c o r p o r a t i o n  be "within" or " a t t a c h e d to" a d e p a r t m e n t  are pro 

forma c o m p l i a n c e  w i t h  state l a w  c o n c e r n i n g  d e p a r t me n t a l i z a t i o n .

♦ W h a t  role should the r e l a t e d  d e p a r t m e n t  play?

♦ H o w  sh o u l d  departmental p r og r a m s  and p o l i c y  plans relate 

to c o r p o r a t e  a c t i v i t i e s ?
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The use o f  a g o v e r n i n g  bo a r d  for public c o p o r a t i o n s  is derived 

from the s t r u c t u r e  d e v e l o p e d  to r e p r e s e n t  s t o c k h o l d e r s  in i n v e s t o r  owned 

c o mpanies. Bu t e x p e r i e n c e  in federal and state g o v e r n m e n t  g e n e r a l l y  has 

shown tha t  the a b i l i t y  of p a r t - t i m e b o a r d s  to p r o v i d e  p o l i c y  l e a d e r s h i p  

to pu b l i c c o r p o r a t i o n s  is limited, and e x - o f f i c i o  a p p o i n t m e n t  o f  busy 

g o v e r n m e n t  o f f i c i a l s  does l i t t l e  to o v e r c o m e  those l i m i t at i o n s .

E x p e r i e n c e  has shown t h a t  it is d i f f i c u l t  for c a b i n e t  m e m b e r s  to serve 

both as s u p e r v i s o r s  of the c o r p o r a t i o n  fro m  general p e r s p e c t i v e s  and be 

p art of c o r p o r a t e  m a n a g e m e n t  on the b o a r d  o f  d irectors. P r o b l e m s  are 

c o m p o u n d e d  if b o a r d  m e e t i n g s  m u s t  cop e  w i t h  m a nagerial d e t a i l ,  or if 

board m e m b e r s  lack ti m e l y  i n f o r m a t i o n  on pol i c y  and pe r f o rmance.

O t h e r  a l t e r n a t i v e s  sh o u l d  be examined. One is to hav e  the 

c o r p o r a t i o n  h e a d e d  by a single a d m i n i s t r a t o r  w h o  repo r t s  to a 

departmental c o m m i s s i o n e r  and w h o  is aided, not by a g o v e r n i n g  b oard but 

by an a d v i s o r y  b o a r d  t ha t  d raws p r i m a r i l y  f rom the p r i v a t e  sector. This 

is p a r t i c u l a r l y  a p p r o p r i a t e  fo r  e n t e r p r i s e s  c l o s e l y  l i n k e d  to o t h e r  state 

services (transit a g e nc i e s ,  e q u i p m e n t  m a i n t e n a n c e  a g e n c i e s ,  r e v o l v i n g  

loan funds r e l a t e d  to s p e c i f i c e c o n o m i c  p r ograms). A d v i s o r y  boards 

w i t h o u t  d i r e c t  r e s p o n s i b i l i t y  for m a n a g e m e n t  can be l a r g e r  and d r a w  on a 

b r o a d e r  range o f  e x p e r t i s e  and o b j e c t i v e  opinion. By r e p o r t i n g  t he i r  

a s s e s s m e n t  of the c o r p o r a t i o n  to the r e l a t e d  state d e p a r t m e n t  and to the 

l e g i s l a t u r e,  t h e y  can often prov i d e  for b e t t e r  a c c o u n t a b i l i t y  t h a n  can 

g o v e r n i n g  boards t h a t  get bo g g ed  down in details.

A n o t h e r  a l t e rn a t i v e ,  one s u i t a b l e  for regional e n t e r p r i s e s ,  uses 

a pol i cy  council r e p r e s e n t i n g  local gr o u p s  or e l e c t e d  o f f i c i a l s  t o g e t h e r  

wit h a s tr o n g  e x e c u t i v e  d i r e c t o r  (see, fo r  example, the pu bl i c  u t i li t y
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dis t r i c ts  of the P a c i f i c  Northwest).

* I f  a g o v e r n i n g  board is to be used, w h o  shall a p p o i n t  the 

m e m b e r s ?  The g o v e r n o r ?  The head o f  an e x e c u t i v e  d e p a r t m e n t  w h e n  the 

c o r p o r a t i o n  is s u b s i d i a r y  to one d e p a r t m e n t ?  Local r e p r e s e n t a t i v e s ?  

Should the board be r e p r e s e n t a t i v e ?  Should it be l arge en o u g h  to use 

special c o m m i t t e e s  (eg., a udit and fina n c e  c o m m i t t e e s  typical of the 

priv a t e  s e c t o r )?  If it is large, will it h ave p r o b l e m s  s c h e d u l i n g  

m e e t i n g s  or a s s e m b l i n g  a qu o r um  to c o n d u c t  bu s i n e s s ?

♦ S h o u l d  terms of m e m b e r s  be s t a g g e r e d  (giving the board 

a dded s t a b i l i t y  and some political insula t i o n ,  but m a k i n g  it s o mewhat 

less r e s p o n s i ve  to e l e c t e d  l e a d e r s  in the s h o r t  r un)? Or sho u l d  t h e i r  

t erms c o i n c i d e  w i t h  those of the a p p o i n t i n g  a u t h o r it i e s ,  m a k i n g  t hem 

political e x e c u t i v e s  like d e p a r t m e n t  heads?

♦Has p r o v i s i o n  been m a d e  for removal o f  board m e m b e r s  for 

c o n f l i c t  o f  i n t e r e s t  v iolations, for non attend e n c e,  o r  for m a l f e a s a n c e ?

♦ W h o  shall a p p o i n t  the e x e c u t i v e  d i r e c t o r ?  The board? The 

gov er n o r ?  The d e p a r t m e n t  head (co r p o r a t io n  s u b s i d i a r y  of one 

d e p a r t m e n t ) ?  Will the e x e c u t i v e  d i r e c t o r  s erve by c o ntract, or at the 

p l e a su r e  of the a p p o i n t i n g  a u t h o r i t i e s ?  W h a t  p r o v i s i o n  has been m a d e  for 

r e m o v a l ?

♦ Have m e a n s  of i m p r o v i n g  the e f f e c t i v e n e s s  of boards been 

e x p l o r e d ?  (e.g., use of w o r k i n g  and a d v i s o r y  c o m m i t t e e s  or s t a f f  to the 

b oard ) ?

In a d d i t i o n  to careful d e s i g n  of the c o r p o r a t e  g o v e r n i n g  

structure, t h r e e  o t h e r  c o n s i d e r a t i o n s  are i m p o r t a n t  to p r o d u ce  good 

c o r p o r a t e  m a n a g e m e n t  w i t h  state g o v e r n m e n t  leadership.
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First, the powe r s  and r e s p o n s i b i l i t i e s  of the general m a n a g er ,  

the board or council (if t h e r e  is one) and of the a p p r o p r i a t e  g o v e r n m e n t  

o f f i c i a l s  m u s t  be s o r t e d  o ut  c l e a r l y  an d  sensibly. The m a n a g e r  should 

h ave full r e s p o n s i b i l i t y  to m a na g e ,  a n d  can t hen be hel d  r e s p o n s i b l e  for 

c o r p o r a t e  p er f o rmance. (See below). The b o a r d  sh o u l d  not be b u r d e n e d  

w i t h  de t a i l e d  d e c i s i o n s  and personnel c h o i c e s  b e l o w  t h a t  of th e  manager. 

The b oard sh o u l d  focus on c o n t i n u i n g  e v a l u a t i o n  of w h a t  is g o i n g  on in 

the c o r p o ration. An d  state o f f i c i a l s  s h o u l d  h a v e  a c l e a r  r ole in 

d e c i s i o n s  th a t  h a v e  substantial im p a c t  on the public interest.

Second, s tate o f f i c i a l s  ( i nc l u d i n g  the l e g i s l a t u r e )  nee d  timely 

i n f o r m at i o n  c o n c e r n i n g  the c o r p o r a t i o n ' s  p r o g r a m s  and plans. M u l t i - y e a r  

p r o g r a m  and financial plans should be required. So s h o u l d  annual reports 

show i n g  actual results. St a t u t e s  sh o u l d  s p e c i f y  the k i n d s  of in f o r m a t io n  

and factors that s h o u l d  be i n c lu d e d  in plans and reports. T h e y  should 

a lso specify wh o  is to r e v i e w  t h o s e  d o c u m e n t s  and a p p r o v e  them.

Third, s t a t u t e s  sho u l d s p e c i f y  ke y  policy d e c i s i o n s  by the 

c o r p o r a t i o n  that will a f f e c t  public w e l f a r e  and costs. Shall the 

g o v e r n o r  or a c o m m i s s i o n e r  h ave c e r t a i n  v e t o  powers, p r i o r  approval 

powers or r t o  give the c o r p o r a t i o n  c e r t a i n  d i r e c t i o n s ?

Impact on state b u d g e t s

There s h o u l d  be p r ov i d e d  o n g o i n g  m e a n s  o f  a s s e s s i n g  and 

c o n t r o l l i n g  the e x t e n t  to w h i c h  the c o r p o r a t i o n  m a y  b u r d e n  the state with 

d i r e c t  or i n d i r e c t  financial costs.

♦ Ar e  the c o r p o r a t i o n ' s  s e r v i c e s  l i k e l y  to be s e l f  

s u p p o r t i n g  o u t  of o p e r a t i n g  r e v e n u e s ?  A t  w h a t  price l e v e l s ?  Are 

s e r v i c e s  to be p r o v i d e d  at b e l o w  m a r k e t  p r i c es ?  What i n t e r e s t s  will be 

served?



*If o p e r a t i n g  su b s id i e s  are to be p r ov i d e d  by 

a p p r o p r i a t i o n s ,  should there be a c e i l i n g  impos e d  in s t a t u t e ?  Ab s o l u t e  

or p e r c e n t a g e  c e i l i n g ?  W h a t  factors will e f f e c t  the level of subsidies: 

i n t e r e s t  rates, u s e r  charges, vol um e  o f  use, c o s t s ?  S h o u l d  prices be 

r e g u l a t e d ?  By w h o m ?  By w h a t  formula?

♦S h o u l d  specific c o s t  c o n t r o l s  be i m p o se d  (eg., salary 

c ei l i n g s ; e x e c u t i v e  scale; a d m i n i s t r a t i v e  e x p e n s e  l i m i t a t i o n s ;  i n terest 

rate c e i l i n g s ) ?  H o w  can c ost control an d  e f f i c i e n c y  i nc e n t i v e s  by 

m a n a g e m e n t  be e n c o u r a g e d  if d ef i c i t s  are to be a b s o r b e d  by a p p r o p r i a t i o n s ?  

Impacts on capital f i n a n ce  and debt

C o r p o r a t e  financial plans, d e b t  burden, s e c u r i t y  a r r a n g e m e n t s  

and b o r r o w i n g  vo lu m e  should be c o n t i n u o u s l y  m o n i t o r e d  t o g e t h e r  w it h  those 

of o t h e r  state c o r o o r a t i o n s  and state and local g overnment. Some o r d e r ly  

process sh o ul d  be e s t a b l i s h e d  to a n a l y s e  i n f o r m a t i o n  on c u r r e n t  and 

p l a n n e d  borro w i n g , lending, inv e s t m e n ts ,  and potential d e m a n d s  on capital 

a p p r o p r i a t i o ns ,  i n c l u d i n g  impacts on the e c o n o m y  and on state cr e d i t  

given v a r y i n g  m a r k e t  trends.

♦ W h a t  secur i ty  will u n d e r l i e  c o r p o r a t e  b o r r o w i n g ?  Is the 

e s t i m a t e d  revenue s t r e a m  a d eq u a t e  to secure the b o r r o w i n g  n e c e s s a r y  to 

c o m p l e t e  plan n e d  pro j e c ts ?

♦ W h e t  will b o r r o w i n g  c o s t s  do to reve n u e  r e q u i r e m e n t s  (for 

example, costs o f  retail or w h o l e s a l e  e l e c t r i c i t y ,  f r e i g h t  and p a s se n g e r  

fares, costs o f  ship m a i n t e n a n c e ,  home m o r t g a g e  rates, e t c . ) ?  W h a t  are 

the fall back r e s o u r c e s  for d ebt r e p a y m e n t  if the reve n u e s t r e a m  

d i m i n i s h e s ?

- 13 -
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♦ Does the state h ave a moral o b l i g a t i o n  (le g i s l at i v e  op t i o n  

to keep c o r p o r a t e  r e s e r ve s  up to s p e c i fi e d  l e v e l s ) ?  Can the 

c o r p o r a t i o n ' s  f i n ances be l e v e r a g e d  by federal grants, by state loans or 

grants, or by o t h e r  s o u r c e s ?  Are l ease p a y m e n t s  by state or local 

g o v e r n m e n t  ag e n c i e s  p l e d ge d  to back up debt?

♦ W h e re  will the l i a b i l i t y  o r  risk fall in case of 

e x t r a o r d i n a r y  c i r c u m s t a n c e s  (eg., impacts of power p la n t  failure, of 

e a r t h q u a k e  or b a n k r u p t c i e s  on m o r t g a g e  and loan o b l i g a t i o n s ,  etc.?)

♦ H o w  will the a u t h o r i z e d  d e b t  and d ebt s e cu r i t y  a f f e c t  the 

ratios o f  d ebt of and in the state, and the ratings and indices used  by 

the financial c o m m u n i t y  to assess and cost  out state and local g o v e r n m e n t  

b o r r o w i n g s ?

♦ W h a t  a r r a n g e m e n t s  have been m a d e  for payback of state 

capital a p p r o p r i a t i o n s  or loans (interest, time period, e n f o r c e m e n t  and 

f o r g iv e n e s s  p r o v i s i o n s ) ?

♦ R e g a r d i n g  n o n g u a r a n t e e d  b o r r o w i n g  a u t h o r i t y ,  w h a t  c e i l i n g  

shall be e s t a b l i s h e d  by s t a tute? W h a t  agency o f  state g o v e r n m e n t  shall 

approve issues a f t e r  r e v i e wi n g  timing, volume, i n t e r e s t  costs, a n d  terms 

of bond r e s o l u t i o n s  or offical s t a t e m e n t s ?

Wha t will be the m a n a g e m e n t  c a p a b i l i t i e s  o f  the c o r p o r a t i o n ?

To do its jo b  well the c o r p o r a t i o n  needs st ab l e  finan c i n g ,  

c o n c e n t r a t e d  m a n a g e m e n t  autho r it y ,  m a r k e t i n g  expe r t i s e ,  high q u a l i t y  

l a b o r  force, and fl e x i b l e  p r o c u r e m e n t  and c o n t r a c t i n g  c a p ab i l i t i e s . 

Som e t i m es  these r e q u i r e  e x e m p t i o n  from some of the p ro v i s i o n s  of state 

a d m i n i s t r a t i v e  law. If such e x e m p t i o n s  are applied w h e n  the y  are not 

needed, however, the public p u r poses for w h i c h  the c o r p o r a t i o n s  w e r e
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e s t a b l i s h e d  are undermined.

♦ S h o u ld  the a g e ncy's personnel be part of the civil 

s e r v ic e ?  Should it have its own m e r i t - b a s e d  personnel s y s t e m ?  Should it 

have salary c o m p a r a b i l i t y ?  Should it o f fe r  no j o b  s e cu r i t y  but provide 

full m a n a g e m e n t  p r e r o g a t i v e s  to hire and fire? If so, w h a t  p r o t e ct i o n  

from abuses should be p r o v i d e d ?  Will the a g e n c y  as s u me  l a b o r  agree m e n t s  

from p r e d e c e s s o r  o r g a n i z a t i o n s ?  Do c o l l e c t i v e  b a r g a i n i n g  p r o v i s i o n s  make 

civil service r e g u l a t i o n  u n n e c c e s s a r y ?

♦S h o u l d  r e gu l a r  provi s i o n s  for public p a r t i c i p a t i o n  and 

public i n f o r m a t i o n  ap p l y ?  (Freedom o f  i n f o r mation, s u n s h i n e  laws, equal 

e m p l o y m e n t  o p p o r t u n i t y ,  c o m m u n i t y  reviews, e n v ironmental imp a c t  

statem en t s ,  z o n i n g  appro v a l s ,  and public notice and h e a r i ng s ,  e t c . ) ? '  In 

general these should not be w a i v e d  w i t h o u t  strong j u s t i f i c a t io n s .

♦S h o u l d  r e g u la r  p r o c u r e m e n t  and c o n t r a c t i n g  p r o c e d u r e s  be 

w a i v e d  for the a g e n c y ?  R i gi d  c o m p e t i t i v e  b i d d i n g  r e q u i r e m e n t s  m a y  slow 

down and raise the costs of large scale or r e p e t i ti v e  c o n s t r u c t i o n  

projects, and slow p r o c u r e m e n t  p r o c e du r e s  are a p r o b l e m  in high 

t e c h n o l o g y  activities.

♦ S h o u ld  the c o r p o r a t i o n  be p e r m i t t e d  to p r o m u l g a t e  

r e g u l a t i o n s ?  If so, should all aspe ct s  of the A d m i n i s t r a t i v e  Proce d u r e s  

Ac t  apply?

♦Does the str u ct u r e  of top l e a d e r s h i p  for the ag e n c y  assure 

str on g  m a n a g e m e n t  t o g e t h e r  w i t h  c o o r d i n a t i o n  with the e x e c u t i v e  branch? 

The full time e x e c u t i v e  d i r e c t o r  is the key to c o r p o r a t e  m a n a ge m e n t .

Will that po s i t i o n  be c l e a r l y  r e s p o n s i b l e  (eg., a p p o i n t  o t h e r  personnel, 

have dut i e s  c l e a r l y  d i s t i n g u i s h e d  from the c ha i r m a n  of the board, be
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should the b o r r o w i n g  r e q u i r e m e nt s  g e n e r a t e d  by short t erm debt be 

reported and m o n i t o r e d ?  Are there a d eq u a t e  p r o vi s i o n s  for c o o r di n a t i o n  

w i t h  o t h e r  capital p r o g r a m s ?

Ho w  should l e g i s l a t i v e  o v e r s i g h t  be e x e r c i s e d ?

♦ W h a t proc e d u r e s  should the le g i s l a t u r e  use to m o n i t o r  the 

a g e n c y ' s  p e r f o r m a n c e  wit h  resp e ct  to g o a l s ?  L e g i s l a t i v e  p e r f o r m an c e  

au d it ?  P e r i o d ic  public h e a r i n g s  or c o m m i t t e e  i n v e s t i g a t i o n s  (special 

c i r c u m s t a n c e s  on l y ) ?  L e g i s l a t i v e  veto of financial plans or budgets 

w h i c h  will ex c e e d s p e n d i n g  cei l in g s ?

L e g i s l a t i v e  o v e r s i g h t  should not invo l v e  i n t e r v e n t i o n  in 

specific m a n a g e m e n t  a p p l i c a t i o n s  of policy (e.g., approval of specific 

loan a p pl i c a t i o n s,  personnel actions, c o n t r a c t o r  s elections, d et ailed 

b u d g e t  lines.) If l e g i s l a t i v e  j u d g m e n t  d o m i n a t e s  t h e s e t ypes of 

a d m i n i s t r a t i v e  action, the a d v a n t a g e s s o u g h t  from u s i n g  the cor p o r at e  

form in the f i rs t  place are lost.

In o r d e r  for le g i s la t i v e  o v e r s i g h t  to be effe ct i v e ,  l e gi s lative

staff rev i e w in g  and d e a l i n g  w ith the c o r p o r a t i o n s  m u s t  be a d e q u a t e  to 

keep up w i t h  the material co m i n g  to it, to analyse, to summarize, and to

help distil! ou t  the pol i c y  implications. Investment in the c a pa c i t y  to

co n t i n u e  to e v a l u a t e  the public c o r p o r a t i o n s  w o u l d be small in comp a r i s o n 

to the state a p p r o p r i a t i o n s  s u p po r t i n g  them.

L e g i s l a t i v e  o v e r s i g h t  tools t hat hav e  been used O u t s i d e  include 

public a u t h o r i t y  control boards, special inve s ti g a t i o n s , a s s i g n m e n t  of a 

ful l- t i m e  p e r f o r m a n c e  a u d i t o r  to individual corpor a t i o n s ,  a n d  c o d ified 

c o r p o r a t i o n  control acts. In o t h e r  states, recent i n i t i a t i ve s  c o n c e r ni n g  

public c o r p o r a t i o n s  have been part of b r o a d e r  efforts to s t r e n g t h e n  debt 

m a n a g e m e n t  polic i e s  generally.
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4. I m p l i c a t i o n s  of the G u i d e  for the Al a s ka  R a i l r o a d

The f r a m e w or k  d e s c r i b e d  in this G uide has i m p l i c a t i o n s  for 

p r o p o s a l s  b e f o r e  the L e g i s l a t u re .  This G u i d e  s u g g e s t s  t h a t  no public 

c o r p o r a t i o n  sh o ul d  be c r e a t e d  w i t h o u t  t h o r o u g h  c o n s i d e r a t i o n  o f  the 

r a t i o n a l e  for s e l e c t i n g  the c o r p o r a t e  form and c o n s i d e r a t i o n  of 

g o v e r n m e n t  a l t e r na t i v e s .  For ex a m p l e ,  an a s s e s s m e n t  of organiz a t i on a l  

a l t e r n a t i v e s  f o r  s t a t e  o w n e r s h i p  of the A l a s k a  R a i l r o a d  w a s  u n d e r t a k e n  in 

J u l y  1981 for the State D e p a r t m e n t  o f  T r a n s p o r t a t i o n  and Public 

F a c i l i t i e s  (An A s s e s s m e n t  of the A l a s k a  Railroad: O w n e r s h i p  and 

Operational A l t e r n a t i v e s , by J o h n  T. Gray and J o h n  A. Bivens), and 

c o n c l u d e d  tha t  the c o r p o r a t e  f orm w o u l d  be best. The a n a l y s i s  noted 

these 'disadvantages' to the r a i l r o a d  as a state line agency:

- lack of a b i l i t y  to o b t a i n  essential capital i n v e s t m e n t  

f unds e x c e p t  by s tate a p p r o p r i a t i on s ;

- c o m p e t i t i v e  issues r e l at e d  to m a r k e t i n g ,  m a n a g e m e n t  

f l e x ib i l i t y ,  s t a t e  ag e n c y  r e g u l a t i o n s  and proced u r e s ;

- potential for eve n  m o r e  d i r e c t  political i n f l u e n c e  on 

operational d e c i s i o n s ;

- the p u b l i c  serv i ce  ver s u s  b us i n e s s  o r i e n t a t i o n  questions. 

The r e p o r t  w e n t  on to note "[The state agency a l t e r n a t i v e ]

c l e a r l y  does n o t  m e e t  m o s t  of the c r i t e r i a  e s t a b l i s h e d  for a viable 

ra i l r o a d  o r g a n i z a t i o n .  A state ag e nc y  o r g anizational s t r u c t u r e  is the 

l e a s t  d e s i r a b l e  of the t h r e e  a l t e r n a t i v e s  di s c u s s e d . "

T h a t  c o n c l u s i o n  m a y  be c or rect, but it sh o u l d  be n o t e d  th t 

access to the bond m a r k e t  is po s s i b l e  t h r o u g h  a l t e r n a t i v e s  such as state 

t r a n s p o r t a t i o n  bond is s u e s  or departmental reven u e  bonds. In any case
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the e x p e r i e n c e  of the A l a s k a  R a i lroad as a federal a g e n c y  indi c a t e s  that 

two a t t r i b u t e s  should be sought above all others: 1 ) flexible, 

c o n c e n t ra t e d ,  b u s i n e s s - l i k e  m a n a g e m e n t  and 2 ) po l ic y  control by state 

govern m e n t , e x e r c i s e d  in the i n t erests o f  Alaska.

Re g a r d i n g  the c o r p o r a t e  form, the s tudy of o r g a n i z at i o n a l  

a l t e r n a t i v e s  noted:

The principal a d va n t a g e s  o f  the a u t h o r i t y  or public 

c o r p o r a t i o n  a l t e r n a t i v e  are an a b i l i t y  to o b t a i n  a c c e s s  to 

r e q u ir e d  capital funds and f r e e d o m  to m a n a g e  and o p e r a t e  the 

ra i l r o a d  w i t h i n  policies e s t a b l i s h e d  by a board. M a n a g e m e n t  

c ould be given flexib i l i t y  and r e s p o n s i b i l i t y  for its d e c i s i o ns  

and c o u l d  also be held a c c o u n t a b l e  for its d e c i s i o n s . P a s s e n g e r  

service c o u l d  be a c c o u nt e d  for s e p a r a t e l y  and not s u b s i d i z e d  by 

frei g h t  service. The A l a s k a  governmental l e a d e r s h i p  could 

d e t e r m i n e  the a p p r o pr i a t e  levels, locations, and o t h e r  

p a r a m e t e r s  of p a s s e n g e r  t rain service. Thus, u n d e r  this scheme, 

it m i g h t  be p o s s i b l e  to reach a c o m p r o m i s e  b e t w e e n  the public 

serv i c e  and b u s i n e s s  p u r poses of the railroad.

T h a t  d i s c u s s i o n  raises two issues t h a t  are not r e s o l v e d  in the

bill to e s t a b l i s h  the A l a s k a  R a i l r o a d  A u t h o r i t y  (CS SB 212

[ T r a n s p o r t a t i o n ] ). First, w h a t  d e c i s i o n s  should be m a d e  or r e vi e w e d  by

state o f f i c i a l s  to a s s u r e  the public serv i c e p u rposes, an d  w h a t  d e c is i o n s

and pr e r o g a t i v e s  sho u l d  be lef t  to m a n a g e m e n t  to as s u r e  e f f i c i e n t  and

e f f e c t i v e  r u n n i n g  of the railroad e n t e r p r i s e ?  Second, w h a t  v o l u m e  and

p u r p o s e s  of s u b s i d y  s h o u l d  be plan n e d  for the rai l r o a d?

This Guide s u g g e s ts  t hat l e g i s l a t i v e  a u t h o r i z a t i o n s  and

m e c h a n i s m s  for s u p e r v i s i n g  the c o r p o r a t i o n s  should be b a s e d cl e a r l y  on

the premise that th e  c o r p o r a t i o n s  are w h o l l y  o w n ed  s u b s i d i a r i e s  of

government. CS SB 212 [ T r a n s p o r t a t i o n ]  m a k e s  th e  status of the

c o r p o r a t i o n  as a state ag e n c y  clear:

S e c . 4 2 . 4 0 . 3 3 0 ( e ) : "the a u t h o r it y  is an c q e n c y  of the State of
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A l a s k a  for p u r p o s es  of j u r i s d i c t io n a l  d e t e r m i n a t i o n s  and

judicial r e v i e w  " S e c . 4 2 . 4 0 . 100(c)(4): the a u t h o r i t y  shall

a c t  "on b e h a l f  of the State of Alaska". Sec. 42.40 . 2 0 0 : the 

a u t h o r i t y  is an "i n s t r u m e n t a l i t y  of the state w i t h i n  the

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  with  legal e x i s t e n c e  i n d e p e n d e n t

of and s e p a r a t e  f r o m  the state."

This G uide s u g g e s t s  that l e g i s l a t i v e  intent for the goals and 

m i s s i o n  o f  the c o r p o r a t i o n  should be s u f f i c i e n t l y  c l e a r  to p r o v i d e  policy 

guidance, c r i t e r i a  for p e r f o r m a n c e  e v a l u a t i o n  and financial planning.

But fundamental issues are u n r e s o l v e d  in CS SB 212 [ T r a n s p o r t at i o n ] ,  

w h i c h  p r o v i d e s  o n l y  tha t  the A l a s k a  R ai l r o a d  sh o u l d be o p e r a t e d  to:

"carry out its r e s p o n s i b i l i t i e s  or. a self s u s t a i n i n g  basis" and to 

"provide the b est po s s i b l e  c o m b i n a t i o n  of high quality and r e a s o n a b l y  low 

c o s t  t r a n s p o r t a t i o n " ,  bu t  be "s upported w h e r e  nec e s sa r y  by state 

i n v e s t m e n t  in r a i l r o a d  capital i m p r o v e m e n t s. "

Is it or is it not to be self s u p p o r t i n g ?  Are both f r e i g h t  and 

p a s s e n g e r  s er v i c e s  to be self s u p p o r t i n g ?  Or are o p e r a t i n g  e x p e n s e s  to 

be paid for f rom the fare box, w h i l e  capital i nv e s t m e n t  is p u b l i c l y  

p r o v i d e d ?  Is pub l i c  i n v e s t m e n t  to be repaid? On w h a t  s c h e d u l e  and with 

w h a t  in t e r e s t ?  If it is not repaid, does it have i m p l i c a t i o n s  for the 

c o m p e t i t i v e n e s s  o f  o t h e r  c o m p o n e n t s  of the state's t r a n s p o r t a t i o n  system?

If t hese d e c i s i o n s  are not to be m a d e  by the L e g i s l a t u r e  a t  the 

time of the c r e a t i o n  of the autho r i t y,  w h a t  process is e s t a b l i s h e d  by the 

s t a t u t e  to m a k e  t h e s e  b asic public po l i c y  de c i s i o ns  o ver t i m e ? The 

r a i l r o a d ' s  fare struc t u r e ,  m i x  of services, and c o l l e c t i v e  b a r g a i n i n g  

a g r e e m e n t s  will each a f f e c t  the de g r e e  to w h i c h  sub s i d i e s will be 

needed. A c c o r d i n g  to thi s  Guide, a p ro cedure for governmental 

p a r t i c i p a t i o n  in t hese de c i s i o n s  is e s sential, w h e t h e r  it be l e g i s l a t i v e



- 21 -

fiat, re vi e w  by the D e p a r t m e n t  of T r a n s p o r t i o n  and Public F a c i li t i e s ,  

review by the gov e r n o r ,  a n d / o r  regulation.

B e c a u se  of the a m b i g u i t y  in the bill, basic issues of fare 

structure, subs id y  levels, s t a t e  i n v e s t m e n t  and pay back m a y  be l eft to 

the a u t h o r i t y  m a n a g e m e n t  to resolve and b a r ga i n  over, with l i t t l e  c l e a r  

guidance from the L e g is l a t u r e .  Some forms of capital s u b s i d y  will be 

necessary; some form of o p e r a t i n g  subs i d y  m a y  be necessary. A c c o r d i n g  to 

w h a t  criteria; w h a t  limits; w h a t  p r o c e d u r e s ?

The G u i d e  r e c o m m e n d s  t h a t  t h er e  be an o r d e r l y  and timely process 

for a s s es s i n g  and c o n t r o l l i n g  the i m p a c t  of the c o r p o r a t i o n  on state 

b udget and credit. C S  SB 212 [ T r a n s p o r t a t i o n ]  i m p l i c i t ly  p e r m i t s  subsidy 

of the r a i l r o a d  a u t h o r i t y  by s tate capital i n v e s t me n t s  or r e v e n u e s  "from 

w h a t e v e r  source" to secure a u t h o r it y  notes, but it is not c l e a r  about 

state or e x e c u t i v e  p a r t i c i p a t i o n  in, o r  re v i e w  of, rates and fares, 

c o l l e c t i v e b a r g a i n i n g  a g r e e m en t s ,  service e x p a n s i o n s  or c o n t r a c t i o n s  or 

debt ceilin g s  w h i c h  are crucial d e c i s i o n  m a k i n g  po i nt s  that will 

d e termine the v o l u m e  and the e f f e c t  of s u b sidies in the future. These 

decisions, plus the control o v e r  l and (albeit in c o n j u c t i o n  w i t h  the 

D e p a r t m e n t of Natural Re s o u r c e s) ,  place very i m p o r t an t  po l i c y  powers in 

the hands of a council of six c i t i z e n s  wit h sta g g e re d  terms.

A r t i c l e  7 of the bill c o n c e r n i n g  state o v e r s i g h t  p r o v i d e s  

procedures for guberna t o r i a l  veto, a c t i o n  forc i n g  and i n t e r v e n t i o n  w hich 

are thorough. B u t  by the tim e  the specific u n d e r t a k i n g s  d e s c r i b e d  w o u l d  

be f o r mally p r o p o s e d  and s u b j e c t  to t h e s e  procedures, m a n y  o p t i o n s  could 

be closed. T h e r e f o r e  r e v i e w  and approval of long range p r o g r a m  and 

capital plans will be the m o r e  i m p o r t a n t  process for p u r p os e s  of policy
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guidance and o v ersight. P r o p o s e d  serv i c e changes and c r e d i t  t r a n s a c t i o n s  

should be re q u i r e d  to c o n f o r m  to the a p p r o v e d  long range plan. The 

opin i o n  of the C o m m i s s i o n e r  of T r a n s p o r t a t i o n  should be r e q uired for 

state review u n d e r  S e c t i on  7, as well as for annual approval of the long 

range plan. S e rv i c e  i m p r o v e m e n t  and p e r f o r m a n c e  targ e t s  sh o ul d  be 

included in the annual plan and used as c r i t e r i a  for p e r f o r m a n c e  audit by 

the l e g i s l a t i v e  auditor.

One p r o c e d u r e  that m i g h t  be p r o v i d e ^ for w o u l d  call for the 

a u t h o r i t y  to incl u d e  in the requi r e d financial plan a r e c o m m e n d e d  fare 

st r u c t u r e that w o u l d  c o m p l e t e l y  c o ve r  costs and i n v e s t m e n t  payback. 

G o v e r n m e n t  de c i s i o n  not to appr o v e  such a fare st r u c t u r e  w o u l d  then hav e  

to be a c c o m p a n i e d  by e i t h e r  specific c o m m i t m e n t s  to p r o v i d e  c o m p e n s a t i n g  

s u bsidies or s p e c i f i c  c ost c u t t i n g  p roposals. The act i v e  i n v o l v e m e n t  of 

the D e p a r t m e n t of T r a n s p o r t a t i o n  w o u l d  be needed to c a r r y  this out. The 

impo r t a nc e  of some such a r r a n g e m e n t  c a n  be u n d e r s c o r e d  by the 

i n e f f i c i e n cy  of public rail systems e l s e w h e r e  in the c o u n t r y  w h e r e  

di s o r d e r l y  annual n e g o t i a ti o n s  o v e r  fares and s u bsidies hav e  left 

cor p o r a te  m a n a g e m e n t s  w i t h o u t  financial s t a b i l i ty  or th e  c a p a b i l i t y  to 

plan for improvements. M o r eover, if t hese issues are not r e s o l v e d  by 

orderly public d e c i s i o n m a k i n g  p rocesses, they m a y  be r e s o l v e d  

un i l a t e r a l l y  by c o r p o r a t e  m a n a g e m e n t  t h r o u g h  bond r e s o l u t i o n s  that 

gua ra n t e e  c e r t a in  reve n u e  levels be m a i n t a i n e d  and c o l l e c t i v e  b a r g a i n i n g  

pr ocedures that de t e r m i n e  cost  levels.

The G u i d e  su g g e s t s  that r e s p o n s i b l e  e x e c ut i v e  o f f i c i a l s  should 

be able to infl u e n c e  the m a j o r  d e c i s i o n s  of the c o r p o r a t i o n  in o r d e r  to 

prov i d e  c o o r d i n a t e d  and c o h e r e n t  state policy. Vet, as CS SB 212
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[ T r a n s p o r t a ti o n ]  is wr i tten, the C o m m i s s i o n e r  of T r a n s p o r t a t i o n  is in an 

u nc e r t a i n p o s i t i o n  w ith resp e c t  to the authority. The C o m m i s s i o n e r  is 

one of seven b o a r d members; there is no r e q u i r e m e nt  that the C o m m i s s i o n e r  

be chairman. A l t e r n a t i v e s  sh o u l d  be consid e r e d . The m a n a g e r  of the 

ra i lroad c o r p o r a t i o n  m i g h t  r ep o r t  to the C o m m i s s i o ne r ,  m a k i n g  the council 

an a dv i s o r y  and r e v i e w  board r a t h e r  tha n a g o v e r n i n g  board. Or, the 

C o m m i s s i o n e r  c o ul d  be named c h a i r m a n  of the go v e r n i n g  board, w h i c h  mi g h t  

be e x p an d e d  to re p r e s e n t  a w i d e r  range o f  interests.

The G u i d e notes t hat fixed m a n a g e m e n t  r e s p o n s i b i l i t y  and 

c o n c e n t r a t e d  e x e c u t i ve  l e a d e r s h i p  are i m p o r t a n t  parts of the b u s i n es s  

model that public c o r p o r a t i o n s  are set up to take ad v a n t a g e  of. Yet the 

bill divi d e s  m a n a g e m e n t  a u t h o r i t y  (Section 4 2 . 4 0 . 2 5 0)  in w a y s  tha t  m a y  

involve the g o v e r n i n g  council in to o  m u c h  detail ($11,000 real estate 

tr a n s a c t io n s ;  i n c u r r e n c e  of debt, h o w e v e r  small, and all c h a n ge s  of 

services). This m a y  di v e r t  the council from policy issues such as 

program and capital plans and the e s t a b l i s h m e n t  of rates.

In add i t i o n ,  the bi l l ' s  p r o v i s i o n s  for a p p o i n t m e n t  of railroad 

a u t h o ri t y  e x e c u t i v e s  involve the council in a p p o i n t i n g  and removing 

personnel o t h e r  tha n  the general m a n ager. T his may m a k e  it m ore 

d i f f i c u l t  to r e c r u i t  a t o p f l i g h t  r a i l r o a d  c h i e f  o p e r a t i n g  o f f i c e r  w h o  

will w a n t  to b ring in his or h e r  own m a n a g e m e n t  team. A c c o u n t a b i l i t y  may 

be b e t t e r  served by gi v i n g  the m a n a g e r  c l e a r  a u t h o r i t y  to m a n a g e , ^ w i t h i n  

the p a r a m e t e r s  of g o v e r n m e n t  policy, and h o l d i n g  him or he r  directly 

r e s p o n si b l e  for the results. The L e g i s l a t u r e  ma y  t h e r e f o r e  wish to 

c o n s i d e r  w h e t h e r  the general m a n a g e r  sho u l d appoint, and have u n h i n d e r ed  

powers to dismiss, ex e c u t i v e  offi c i a l s.  Council i n v o l v e m e n t  through
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o t h e r  e x e c u t i v e  a p p o i n t m e n t s  and th e  p r o v i s i o n  tha t  e x e c u t i v e s  serve "at 

the p l e a s u re  of the c o u n c i l "  m e r e l y  d i v i d e s  m a n a g e m e n t  responsi b i l it i e s .

The G uide s u g gests that c o r p o r a t i o n s  be e x e m p t e d  from standard 

a d m i n ' s t r a t i v e  p r o ce d u r e s  onl y as required. CS SB 212 [ T r a n sp o r t a t i o n ]

AS 4 2 . 4 0 . 3 3 0  p r o v i d e s b l a n k e t  e x e m p t i o n  from the A d m i n i s t r a t i v e  

P r o c e d u r e s  Act, e x c e p t  fo r  public m e e t i n g s  and l e g i s l a t i v e  review. There 

a p p e a r  to be no c r i t e r i a  or s t a n da r d s  for c o r p o r a t e  p ersonnel, 

accoun t i n g , c o n t r a c t i n g  o r  p r o c u r e m e n t  systems. W h i l e  m a n a g e m e n t  

f l e x i b il i t y  will be served by these ex e m p t i o n s ,  m a n a g e m e n t  qual it y  is not 

a s s u r e d  by them. The c h a r a c t e r i s t i c s  of the personnel s y s t e m  m i g h t  be 

specified. (Will civil servi c e  rig ht s  be s u p e r i m p o s e d  o v e r  c o l l e c t i v e  

b a r g a i n i n g  rules? M u s t  r e c r u i t m e n t  and p r o m o t i o n  be on a m e r i t  basis?)

In addition, the l e g i s l a t u r e  should r e q ui r e  t h a t  the c o r p o r a t i o n ' s  

a c c o u n t i n g  s y s t e m  be a p p r o v e d  by the l e g i s l a t i v e  a u d i t o r  o r  tha t  it 

ac c or d  wit h  G e n e r a l l y  A c c e p t e d  A c c o u n t i n g  P r a c t i c e s  (GAAP).

The G u i d e  recom me n d s  that c o r p o r a t i o n s  d e v e l o p  system a t i c  

pr o c e d u r e s  for de a l i n g  w i t h  public i n t e r e s t s  and o p i n i o n s  c o n c e r n i n g  the 

d i s t r i b u t i o n  of b en e f i t s  a mong gro u p s  and l ocalities. The L e g i s l a t u r e  

ma y  w a n t  to c o n s i d e r  m e c h a n i s m s  for i n v o l v e m e n t  by c i t i z e n  a dv i s o r y  

panels or regional o r g a n i z a t i o n s ,  or by local governments.



The I N S T I T U T E  OF  PU B L I C  A D M I N I S T R A T I O N  (IPA) is a private, 

n o n p r o f i t ,  n o n p a r t i s a n  o r g an i z a t i o n . It c o n d u c t s  r e s earch, a d v i s o r y  and 

ed u c a t i o na l  a c t i v i t i e s  in public a d m i n i s t r a t i o n ,  u rb a n  affairs, and 

m a n a g e m e n t  and f i n a n c e  o f  governments. IPA is c h a r t e r e d  u n d e r  the 

e d u c a t i o n  l aws o f  N e w  York State.

F o u n d e d  in 1906 as t h e  Bu r e a u o f  Municipal Research, the 

a c t i v i t i e s  of th e  Ins t i t u te  o f  Public A d m i n i s t r a t i o n  are d i r e c t e d  to wa r d  

the so l u t i o n  o f  e m e r g i n g  p r o blems at home and abroad, and e mp h a s i z e  

in n o v a t i on ,  d e m o n s t r a t i o n  of n e w  t e c h n i q u e s  a n d  c o m m u n i c a t i o n  among 

g o v e r n m e n t s  a n d  b e t w e e n  the public a n d  p r i v a t e  sectors.

I P A 1s professional s t a f f  i n c l u d e s  s p e c i a l i s t s  in p u b l i c  and 

b u s i n e s s  a d m i n i s t r a t i o n ,  finance, political science, law, planning, 

e n g i n e e r i n g ,  l i b r a r y  science and e c o n o m ic s .  Offi c es  are l o c a t e d  in N e w 

York C i t y  and W a s h i n g t o n ,  D.C.
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§ 35.27.010 P ublic B uildings a n d  W o r k s S 35.27.020
E ffec t o f  a m e n d m e n t .  — T he 1977 "D epartm en t of Public W orks” in 

am endm en t su b s titu ted  "D ep artm en t o f p a rag rap h s (21 and (6i.
T ran sp o rta tio n  and  Public F ac ilities"  for

Chapter 27. A rt W orks in P ub lic  Bu ild ings 
and Fac ilitie s .

S e c tio n  
10. Purpose
20. A rt req u irem en ts  for public  bu ild ings 

an d  facilities 
30. D efinitions

Sec. 35.27.010. Purpose. The state recognizes its responsibility to 
foster culture and the arts and the necessity for the viable development 
of its artists and craftsmen. The legislature declares it to be a state 
policy th a t a portion of appropriations for capital expenditures be set 
aside for the acquisition of works of art to be used for state buildings 
and other public facilities. (S 1 ch 54 SLA 1975)

L e g is la tiv e  h is to ry  r e p o r t .  — For 
report on ch. 54. SLA 1975 (CSHB 133

IFinancel*. see 1975 S en a te  Jo u rn a l, p. 
939.

Sec. 35.27.020. Art requirements for public buildings and 
facilities.

(a) A building or facility constructed after June 30, 1975, or 
remodeled or renovated after June 30,1975, shall include works of art, 
including but not limited to sculptures, paintings, murals or objects 
relating to Native art.

(b) The department, before preparing plans and specifications for 
buildings and facilities, shall consult with the Alaska State Council on 
the Arts regarding the desirability of inclusion of works of art.

(c) At least one percent or, in the case of a rural school facility, at 
least one-half of one percent of the construction cost of a building or 
facility approved for construction by the legislature after September 1, 
1977, will be reserved for the following purposes: the design, 
construction, mounting and administration of works of art in a school, 
office building, court building, vessel of the marine highway system, or 
other building or facility which is subject to substantial public use.

(d) A building or facility with an estimated construction cost of less 
than 8250,000 is exempt from the requirements of this chapter unless 
inclusion of works of a rt in the design and construction of the building 
or facility is specifically authorized by the department.

(e) The artist who executes these works of art shall be selected by the 
architect for the department with the approval of the department, after 
consultation with the Alaska State Council on the Arts and the 
principal user of the public buildings or facilities.

21
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(f) The artist who executes these works of art in the public schools 
shall be selected by the superintendent of a school district in which a 
public school is to be built with the appro' tl of the school board. Should 
the department find in the best interest of the state that the selection 
of the artis t who executes these works of art by the superintendent may 
result in a cost overrun to the state or delay of construction, the 
department shall make the selection of the artist in consultation with 
the superintendent.

(g) The architect, superintendent, department, and the Alaska State 
Council on the Arts shall encourage the use of state cultural resources 
in these art works and the selection of Alaska resident artists for the 
commission of these a rt works. (8 1 ch 54 SLA 1975; am 88 1, 2 ch 96 
SLA 1977; am 88 1 —  4 ch 176 SLA 1980)

C ro s s  r e fe r e n c e .  —  For th e  
responsib ilities of th e  A laska  S ta te  
Council on the  A rts in  the  m an ag em en t of 
th e  A rt in Public Places Fund , see  AS 
44.27.060.

E ffec t o f  a m e n d m e n ts .  — The 1977 
am en d m en t su b s titu ted  "or, in the  case of 
a  ru ra l school facility , u t least o n e-h alf of 
one percen t o f the  construction  cost" for "of 
th e  overall construction  cost" in subsection  
(c) and added subsections If) and  Igl.

The 1980 am en d m en t rew rote

subsections ta> and c d >, su b stitu ted  
"bu ild ings" for "public w orks" in 
subsection ibi, and  in subsection (c>. 
su b s titu te d  "Septem ber 1, 1977" for "the 
en ac tm en t d a te  of th is  ch ap ter."  "a school, 
office bu ild ing , court build ing , vessel of 
th e  m arine  h ighw ay  system , or o ther"  for 
"th e  public," deleted  "public" preceding 
"facility" n e a r th e  end of th e  subsection, 
and  added "w hich is subject to su b stan tia l 
public use" a t  th e  end of th e  subsection.

Sec. 35.27.030. Definitions. In th is chapter
(1) "department" means the Department of Transportation and 

Public Facilities;
(2) "building” or "facility” means a permanent improvement 

constructed by the department; the term
(A) includes, but is not limited to,
(i) schools, office buildings, and court buildings;
(ii) other buildings which the commissioner determines are designed 

for substantial public use;
(iii) boats and vessels of the marine highway system;
(iv> transportation facilities which accommodate traveling 

passengers;
(B) excludes other transportation facilities.
(3) "construction cost” is that cost expended for the actual 

construction of the facility, exclusive of the costs of land acquisition, 
site investigation, design services, adm inistrative costs, equipment 
purchases and any other costs not specifically incurred within the 
construction contract or contracts awarded for the construction of the 
facility.

(4) "commissioner” means the commissioner of transportation and 
public facilities. (Ii 1 ch 54 SLA 1975; am 88 3, 4 ch 96 SLA 1977; am 
Executive Order No. 39, § 11 (1977); am §8 5, 6 ch 176 SLA 1980)
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35.30.010 P i 'B L ic  B uildings a n d  W o r k s 5 35.30.010

E ffe c t o f  a m e n d m e n ts .  — T he first 
1977 am en d m en t in se rted  "schools, office 
buildings, court bu ild in g s an d  o th er 
facilities w hich a re  designed for
su b s tan tia l public  use" in  p a rag rap h  (2> 
and added p a rag rap h  (3».

T he second 1977 am endm en t

su b stitu ted  "D epartm ent of
T ran sp o rta tio n  and Public Facilities" for 
"D epartm ent o f Public W orks" in 
p a rag rap h  111.

T he 1980 am endm ent rew rote 
p a rag rap h  i 2 i , and added pa rag rap h  '41.

« 3 >

Chapter 30. Consistency w ith  Local Government 
P lan s and O rdinances.

S e c tio n  S e c tio n
10. Review and approval by local 30. W aiver

p lan n in g  a u th o rit ie s  40. D efinitions
20. C om pliance w ith  m unicipal 

o rd inances

C ro s s  re fe re n c e .  — As to construction  
procedures, see AS 35.15.010 et seq.

Sec. 35.30.010. Review  and app rova l by local p lanning 
au thorities, (a) Except as provided in (bi of this section, before 
commencing construction of a public project.

(1) if the project is located in a municipality, the department shall 
submit the plans for the project to the planning commission of the 
municipality for review and approval;

(2) if the project is located within two miles of a village, the 
department shall submit the plans to the village council for review and 
comment.

(b) Prior approval by a municipal planning commission may not be 
required before the commencement of construction of a highway or 
local service road if

(1) the Department of Transportation and Public Facilities and the 
municipality have entered into agreement for the planning of the 
project under AS 19.20.060 or 19.20.070 and the plans for the project 
are completed in accordance with the terms of that agreement;

(2) the municipality has adopted a municipal master highway plan 
under AS 19.20.080 and the highway or local service road is consistent 
with the plan adopted; or

(3) the Department of Transportation and Public Facilities has 
entered into agreement with the municipality for the planning of 
transportation corridc under AS 19.10.280 and the plans for the 
project are completed in accordance with the provisions of that 
agreement.

(c) If final disapproval by resolution of the governing body of the 
affected municipality or village is not received within 90 days from the
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privately, or 
roducing, trans­
la tions, power, 
•, steam, waste, 
id other similar 
signal systems

pole, pole line, 
stand or build- 
been placed in, 
i  57 SLA 1961; 
959: am § 1 ch 
(14) a rt I title 

159 SLA 1949; 
i 6 ch 233 SLA 
; am §§ 1, 2 ch 
AS 19.05.130)

lendm en t substi- 
com m issioner of 

c facilities and to 
im p o rta tio n  and 
ences to  th e  com- 
ld  to the  D epart- 
rag rap h s (1) and

-e p o rta . — For 
71 (HB 111 am), 
p. 138.

provision of 
:onviction is 
S500, or by 
•yboth. (§ 7

s to sentences 
2.55.135.
-  25 Am. Ju r .,

Sec. 19.45.015. H ighw ay con stru c tion  n e a r  a irpo rts, (a) No per­
son may construct, reconstruct, relocate, or extend a federal-aid 
highway w ithin two miles of an airport, airstrip, or private air facility 
without first obtaining the w ritten approval of the commissioner, as 
provided by regulation.

(b) The commissioner shall not approve the construction, 
reconstruction, relocation, or extension of a highway under this section 
if the construction would constitute a hazard to the traveling public or 
if the construction would otherwise not be in the public interest.

(c) The commissioner shall promulgate rules and regulations, to 
effectuate the purpose of this section, which are consistent with stan­
dards established by participating federal agencies. (§ 2 ch 90 SLA 
1966; am Executive Order No. 39, § 11 (1977); AS 19.20.090)

R e v is o r ’s  n o te s .  — T h is  section  derives 
from AS 19.20.090 a n d  w as ren u m b ered  by 
the  revisor o f s ta tu te s  p u rsu a n t  to AS 
01.05.031.

P u rs u a n t to A S 01.05.031, th e  rev iso r of 
s ta tu te s  h as de le ted  "of tran sp o rta tio n  and 
public facilities” follow ing "com m issioner”

th ro u g h o u t th e  section.
E f fe c t  o f  a m e n d m e n ts .  — T he 1977 

am en d m en t su b s titu ted  references to the  
com m issioner o f tran sp o rta tio n  an d  public 
facilities for references to the  com m is­
sioner o f h ighw ays th ro ughou t th e  section.

Chapter 60. Ferry Terminal Facilities.
S e c tio n  S e c tio n
10. A cquisition  an d  m ain ten an ce  of fe rry  50. A pproval o f d ep artm en t req u ired  for

te rm in a l fac ilities construction
20. C onnection o f fac ilities to h ighw ays 60. E x is tin g  facilities no t affected
30. R egulations 70. D efin itions
40. P riv a te  e n te rp rise  no t affected

Sec. 19.60.010. A cquisition  an d  m ain tenance of fe rry  te rm inal 
facilities. The department shall construct, purchase or lease ferry te r­
minal facilities a t locations it selects for the loading and unloading of 
passengers and vehicles under their own power, on and off ferries. The 
department shall repair and maintain these facilities. (§ 3 ch 189 SLA 
1959)

C a rr ie r’s certificate  of convenience and 
necessity , franchise, or p e rm it as subject to 
tran s fe r o r encum brance. 15 ALR2d 883.

D uty  and liab ility  a s  regards m otor 
vehicles and occupants thereof. 69 ALR2d 
1008.

Sec. 19.60.020. C onnection o f facilities to highways. The
department may connect ferry term inal facilities with local highway 
systems. (§ 3 ch 189 SLA 1959)

9 )

O p in io n s  o f  a t to r n e y  g e n e r a l .  — For
discussion of police ju risd ic tio n  on the  
A laska S ta te  F e rry  System , see 1964 Op. 
A tt’y G en., No. 5.

C o lla te ra l  r e fe re n c e s .  — 35 Am. Ju r . 
2d, F e rries , §§ 1-5, 24-30.

36A C .J.S ., F e rries , §§ 3-21.
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Sec. 19.60.030. R egulations. The department may adopt rules and 
regulations governing the use of ferry term inal facilities by the public 
which it considers necessary and proper in the public interest. (§ 3 ch 
189 SLA 1959)

Sec. 19.60.040. Private enterprise not affected. Any person may 
construct a ferry terminal facility upon obtaining the approval of the 
department as to its location. A ferry terminal facility constructed by 
a person other than the department is subject to reasonable rules and 
regulations governing its use which the department considers neces­
sary and proper in the public interest. (§ 3 ch 189 SLA 1959)

Sec. 19.60.050. Approval of department required for con­
struction. A ferry terminal facility shall not be constructed without 
the approval of the department. (§ 3 ch 189 SLA 1959)

Sec. 19.60.060. Existing facilities not affected. A ferry terminal 
facility in existence and serving the public on January 1, 1959, is not 
affected by this chapter. (§ 3 ch 189 SLA 1959)

Sec. 19.60.070. Definitions. As used this chapter 19.60.070
(1) "department” means the Department of Transportation and Pub­

lic Facilities;
(2) "ferry” means a vessel used in the common carriage of passengers 

and self-propelled vehicles in in trastate commerce. (§ 2 ch 189 SLA 
1959; am Executive Order No. 39, § 11 (1977))

R e v is o r ’s  n o te s . — T he defin ition  of E ffe c t  o f  a m e n d m e n ts .  — T he 1977
"highw ay" found in  AS 19.45.001 includes a m en d m en t su b s titu te d  a  reference to the
a "ferry  system , w h e th er operated solely  D ep artm en t of T ran sp o rta tio n  and Public
inside th e  s ta te  or to connect w ith  a F ac ilitie s  for a reference to  th e  D epart-
C an ad ian  h ighw ay, and any  such re la te d  m en t of Public  W orks in p a rag rap h  (1).
facility ."

Chapter 65. A laska M arine H ighw ay System .
S e c tio n
10. D uty sta tio n  o r port change for 

em ployees o f th e  A laska m arin e  
h ighw ay  system  

20. N am ing  of vessel or facility

Sec. 19.65.010. Duty station or port change for employees of 
the Alaska marine highway system. No employee of the Alaska 
marine highway system may be relieved at a duty station or port which 
is outside the state. Appropriate state duty stations or ports for relief 
changes shall be designated by the Department of Public Works. (§ 1 
ch 3 SLA 1977)
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N O T E S  T O  D E C IS IO N S

§ 19.65.020

C o n s ti tu t io n a li ty . — A lthough  th is  
section is nondiscrim inatory  on its  face, it 
c learly  has th e  effect o f  d isc rim in a tin g  in 
favor of ferry  em ployees who reside  in 
A laska, and given th e  absence o f som e 
valid  independent re aso n  for th e  d isc rim ­
ination , th is  section is  u n co n stitu tio n a l 
u n d e r the  p riv ileges and im m u n itie s  
clause (U.S. Const., a r t .  4, § 2). D is tr ic t 
No. 1 v. W ard, 505 F. Supp. 98 (W.D. 
W ash. 1981).

W here th e  enforcem ent of th is  section  so 
d isadvan tages W ashing ton  re s id en ts  a s  to  
su b s tan tia lly  burden  th e ir  accep ting  or 
re ta in in g  em ploym ent, no reason  w as 
given for changing th e  p rev ious custom  by 
w hich ferry em ployees w ere p e rm itted  to

change  sh ifts  in  S ea ttle , and no im p o rtan t 
s ta te  in te re s t to be served by the  s ta tu te  
w as advanced, th is  section w as found to 
im pose an  u n reasonab le  b u rden  on in te r ­
s ta te  com m erce and m ust fall un d er th e  
com m erce c lause  (U.S. C onst., a r t. 1, § 8). 
D is tr ic t No. 1 v. W ard, 505 F. Suop. 98 
(W.D. W ash. 1981).

E n fo rc e m e n t  o f  s e c tio n  e n jo in e d . — 
Federal d is tr ic t court p e rm an en tly
enjoined s ta te  officials from enforcing th is  
section to th e  ex te n t th a t  such
enforcem ent would b a r  em ployees o f the  
A lask a  m arin e  h ighw ay from  chang ing  
d u ty  s ta tio n s  a t  re g u la r  ferry  ports in th e  
S ta te  o f W ashing ton . D istric t No. 1 v. 
W ard , 505 F . Supp. 98 (W.D. W ash. 1981).

C o lla te ra l  r e fe re n c e s .  — 35 Am. J u r .  
2d Ferries , §§ 10-16, 51-53.

36A C.J.S. Ferries, §§ 1(2), 22-25.

1. —  T he 1977 
reference to the  
tion and  Public 
to the  Depart- 
a rag ra p h  (1).

Sec. 19.65.020. N am ing of vessel o r facility, (a) A vessel or facil­
ity of the Alaska marine highway system constructed or acquired by 
the Department of Transportation and Public Facilities under AS 19.60 
—  19.65 may be given a name only by law.

(b) A maritime vessel shall bear the name of an Alaska glacier.
(c) A vessel used principally on the inland waterways of the state 

shall bear the name of a historical vessel which used the rivers of the 
state. (§ 2 ch 4 SLA 1981)

stem.

ployees of 
the Alaska 
•port which 
ts for relief 
•Vorks. (§ 1

0

dopt rules and 
> by the public 
terest. (§ 3 ch

§ 19.65.010

?rry terminal 
, 1959, is not

60.070 
ion and Pub-

)f passengers 
ch 189 SLA

iv person may 
pproval of the 
onstructed by 
ible rules and 
isiders neces- 
1959)

sd fo r con-
icted without

2323
57



§ 19.-̂ 0.110 A l a s k a St a t u t e s S u p p l e m e n t § 19.60.070
(b) "Industrial or commercial traffic’’ means
(1) travel necessary and related to resource exploration and 

development or to support of those activities, if the individual engaged 
in those activities has all necessary permits;

(2) travel necessary and related to access by local residents to their 
property; or

(3) motor carriers engaged in commerce which are common carriers 
or contract carriers regulated by the Alaska Transportation Commis­
sion under AS 42.10. (§ 3 ch 177 SLA 1980; am § 51 ch 59 SLA 1982)

E ffe c t o f  a m e n d m e n ts .  —  T he 1982 subsection  tb>. an d  dele ted  "or” a t  the  end
am endm en t su b s titu te d  "traffic” for o f p a rag rap h  (1) o f th a t  sam e subsection,
" trav e l” in th e  in troducto ry  language of

N O T E S  T O  D E C IS IO N S

N e g lig e n ce  a c t io n  a g a in s t  s t a te  for its  alleged negligence in m ain ta in in g
p re c lu d e d .  — O w ner of sem i-trac to r w as th e  D alton  H ighw ay. K uhn  v. S ta le . Sup.
precluded by an  indem nity  and  Ct. Op. No. 2710 tF ile  Nos. 6833, 7080),
hold-harm less provision requ ired  by regu- P.2d (1983). 
lation  from  b rin g in g  su it  a g a in s t th e  s ta te

Sec. 19.40.110. Pub lic  use o f a  po rtion  of the highway.

N O T E S  T O  D E C IS IO N S

Q u o te d  in K u h n  v. S ta te , Sup. Ct. Op.
No. 2710 (File Nos. 6833. 7080), P.2d 

(1983).

Chapter 45. M isce llaneous P rov is ions.
Sec. 19.45.001. Definitions.

N O T E S  TO  D E C IS IO N S

M a in te n a n c e . — M ain tenance  a s  th e  u tility  facility. Johnson  v. S ta te , Sup.
defined in  p a rag rap h  (9) re fe rs  to som e Ct. Op. No. 2434 (F Nos. 4866, 4871,
type of active  w ork u n d e rtak en  to preserve 4894), 636 P.2d 47 ,-981).

Chapter 60. F e rry  Term ina l Fac ilitie s .
S e c tio n  
70. D efinitions

Sec. 19.60.070. Definitions. As used in this chapter
(1' "department” means the Department of Transportation and Pub­

lic Facilities;

210



.exploration and 
lividual engaged

esidents to th«..»

:ommon carriers 
•tation Commis- 
:h 59 SLA 1982)

e ted  "or" a t  th e  end 
a t sam e subsection.

§ 19.60.070

nee in m ain ta in in g  
Kuhn v. S la te , Sup. 
e Nos. 6833, 7080>,

ghway.

(2) 'Terry” means a vessel used in the common carriage of passengers 
and self-propelled vehicles in intrastate commerce. (.§ 2 ch 189 SLA 
1959: am Executive Order No. 39, § 11 (1977))

E d i to r ’s n o te s . — T his section  is se t out 
above to correct an  e rro r in th e  m ain  pam ­
phlet.

Chapter 65. A la ska  M arine H ighway System.
S e c tio n  
10. | R epealed |

Sec. 19.65.010. Duty station or port change or employees of the 
Alaska marine highway system. [Repealed by $ 52 ch 59 SLA 19S2.]

§ 19.65.010 H ig h w a y s  a n d  F e r r i e s  § 19.65.010

ons.
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C o lla te ra l  r e f e re n c e s .  — 39 Am. J u r . 
2d. H ighw ays. S tree ts , and  B ridges. $ 1 e t
seq.

39A C .J.S ., H ighw ays, § 1 e t seq.

Sec. 44.42.010. Com m issioner o f tra n sp o rta tio n  and public 
facilities. The principal executive officer of the Department of Trans­
portation and Public Facilities is the commissioner of transportation 
and public facilities. lE.O. No. 39, § 2 (1977)1

Sec. 44.42.020. P ow ers and  duties, (a) The department shall
(1) plan, design, construct and maintain all state modes of transpor­

tation and Transportation facilities and all docks, floats, breakwaters, 
buildings and sim ilar facilities;

(2) study existing transportation modes and facilities in tne state to 
determine how they m ight be improved or whether they should con­
tinue to be maintained;

(3) study alternative means of improving transportation in the state 
with regard to the economic costs of each alternative and its environ­
mental and social effects;

(4) develop a comprehensive, long-range intermodal transportation 
plan for the state;

(5) study alternatives to existing modes of transportation in urban 
areas and develop plans to improve urban transportation;

(6) cooperate and coordinate with and enter into agreements with 
federal, state and local government agencies and private organizations 
and persons in exercising its powers and duties;

(7) manage, operate, and maintain state transportation facilities 
and all docks, floats breakwaters and buildings, including all state 
highway's, vessels, railroads, pipelines, airports, and aviation facilities;

(8) study alternative means of transportation in the state, con­
sidering the economic, social, and environmental impacts of each alter­
native;

(9) coordinate and develop state and regional transportation sys­
tems, considering deletions, additions, and the absence of alterations;

(10) develop facility program plans for transportation and state 
buildings, docks and breakwaters required to implement the duties set 
out in this section, including but not limited to (A) functional per­
formance criteria; and (B) schedules for completion;

(11) supervise and maintain all state automotive and mechanical 
equipment, aircraft, and vessels, except vessels and aircraft used by the 
Department of Fish and Game or the Department of Public Safety;

(12) supervise aeronautics inside the state, under AS 02.10;
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113) complete and maintain a current inventory of public facilities, 
including a projection of the serviceability of the facilities and projec­
tions of replacements and additions to facilities needed to provide the 
level of services programmed by the various user agencies, for munic­
ipalities with populations of less than 12,000 and for unincorporated 
communities, and perform those duties on a cooperative basis with 
larger municipalities;

(14) adopt energy performance standards for public facilities of the 
state, the construction of which begins after Ju ly  1,1980; the standards 
shall be based on thermal and lighting energy standards established by 
the American Society of Heating, Refrigeration and Air Conditioning 
Engineers as adapted for application in high latitude, cold climate 
environs;

(15) provide planning assistance, including but not limited to energy 
audits and related technical services, to school districts and regional 
educational attendance areas to develop and implement

(A) standards for the design, construction and operation of rural 
educational facilities; and

(B) energy conservation measures for rural educational facilities.
(b) The department may
(1) engage in experimental projects relating to available or future 

modes of transportation and any means of improving existing transpor­
tation facilities and service;

(2) exercise the power of eminent domain, including the declaration 
of taking as provided in AS 09.55. (E.O. No. 39, S 2 (1977); am § 13 ch 
16S SLA 1978; am § 12 ch 83 SLA 1980; am E.O. No. 50, § 10 (1981))

C ro s s  r e fe re n c e s .  — For th e  respon­
sib ility  and a u th o rity  of th e  sup rem e court 
over s ta te  court facilities, see AS 
22.05.025.

E ffe c t o f  a m e n d m e n ts .  — T he 1980 
am en d m en t added p a rag rap h s  (14) and 
(15) to subsection  la).

The 1981 am endm en t, in subsection  (a), 
deleted "com m unication  facilities" 
following " tran sp o rta tio n  facilities" in 
p a rag rap h  ( l l ,  dele ted  "and com m unica­
tion facilities" following "m odes and 
facilities" in p a rag rap h  (2), dele ted  "and 
com m unication" following "im proving

tran sp o rta tio n ” in p a rag rap h  (3), deleted  
"com m unication  facilities" following 
" tran sp o rta tio n  facilities" in p a rag rap h  
(7), deleted  "and  com m unication facilities" 
following "p lan s for tran sp o rta tio n ” in 
p a rag rap h  110), deleted  "and" a t  the  end of 
p a rag rap h  i l l ) ,  deleted "and  com m unica­
tions” following "aero n au 'ics"  and  su b s ti­
tu ted  a sem icolon for a  pen ,id  n e a r the  end 
of p a rag ra p h s  (12) and 113). T he am end­
m en t also dele ted  "ar.d com m unication" 
following "facilities and service" in p a ra ­
graph  i l l  o f subsection  (b».

Sec. 44.42.030. Regulations. The department may adopt regu­
lations under the Administrative Frocedure Act (AS 44.62) to imple­
ment, interpret, or make more specific its powers and duties. (E.O, No. 
39, 8 2 (1977))

Sec. 44.42.040. D epartm en ta l organization. The commissioner 
shall establish regions within the state. The functions of the depart­
ment within each region shall be performed, to the maximum extent
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feasible, through a regional office. Each regional office shall be directed 
by a regional transportation and public facilities director appointed by 
the commissioner. (E.O. No. 39, § 2 (1977))

Sec. 44.42.050. S ta te  tra n sp o rta tio n  plan, (a) The commissioner 
shall develop annually a comprehensive, intermodal, long-range trans­
portation plan for the state. In developing and revising the state plan, 
the commissioner shall consider means and costs of improving existing 
modes and facilities, state and federal subsidies, and the costs and 
benefits of new transportation modes and facilities. The commissioner 
shall also consider the recommendation of the Alaska Transportation 
Planning Council. The plan shall be submitted to the governor for 
review and approval and submitted by the governor to the legislature.

(b) In developing and revising the plan, the commissioner shall seek 
public review and evaluation by any reasonable means and may

(1) consult and cooperate with officials and representatives of the 
federal government, other governments, interstate commissions and 
authorities, local agencies and authorities, interested corporations and 
other organizations concerning problems affecting transportation in 
the state; and

(2) request from an agency or other un it of the state government or 
of a political subdivision of it. or from a public authority, the assistance 
and data that may be necessary to enable the commissioner to carry out 
responsibilities under this section; every such entity shall provide the 
assistance and data requested.

(c) Copies of the plan, as revised, shall be kept on file as a public 
document in the office of the commissioner and a t each regional office 
of the department.

(d) The plan shall include a description of projects planned for design 
and construction for the following two years. The description is in 
addition to the long-range plan required by (a) of this section and by 
AS 19.10.140. The description shall include an itemization of the esti­
mated cost for each project and the total cost of all projects. The com­
missioner shall propose and forward to the governor for review and 
approval and inclusion, as approved, in the capital budget a con­
struction program which includes the projects to be undertaken during 
the following two years, including recommended project priorities. 
Funds for transportation construction projects and necessary 
contingencies shall be itemized as allocations within the bill for the 
General Appropriations Act. (E.O. No. 39, § 2 (19770

Sec. 44.42.055. S ta te  pub lic  facilities plan, (a) The commissioner 
shall develop and annually revise a statewide comprehensive facility 
procurement plan for public facilities of the state and its munic­
ipalities.

(b) In developing and annually revising the facility procurement 
plan, the commissioner shall
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R e f e r r e d :  R u l e s

O r i g i n a l  s p o n so r s :  Cato, G r u s s e n d o r f
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1 IN T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 68 (Finance) am

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 For an A c t  e n t i t l e d :  " A n  A ct  r e l a t i n g  to f e r r i e s  an d  f e r r y  t e r m i n a l s  a n d

7 e s t a b l i s h i n g  the A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y . "

8 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. P U R P O S E .  Th e  p u r p o s e  of this A ct  is to e s t a b l i s h  an

10 a u t h o r i t y  for the o p e r a t i o n ,  m a n a g e m e n t ,  and p l a n n i n g  and  c o n s t r u c t i o n  of

11 f a c i l i t i e s  for the m a r i n e  h i g h w a y  s y s t e m  that is i n d e p e n d e n t  of the s t a t e

12 g ov e r n m e n t .  T h e  a u t h o r i t y  s h a l l  be the e x c l u s i v e  s t a t e  a g e n c y  d i r e c t l y

13 a s s o c i a t e d  w i t h  the o p e r a t i o n ,  m a n a g e m e n t ,  p l a n n i n g  and c o n s t r u c t i o n  of

14 f a c i l i t i e s  fo r  the m a r i n e  h i g h w a y  system.

15 * Sec. 2. A S  19 is a m e n d e d  by a d d i n g  a n e w  c h a p t e r  to read:

16 C H A P T E R  70. A L A S K A  M A R I N E  H I G H W A Y  A U T H O R I TY .

17 A R T I C L E  1. C R E A T I O N  A N D  O R G A N I Z A T I O N .

18 Sec. 19.70 . 0 10 .  A L A S K A  M A R I N E  H I G H W A Y  A U T H O R I T Y .  T h e  A l a s k a

19 M a r i n e  H i g h w a y  A u t h o r i t y  is e s t a b l i s h e d .  The a u t h o r i t y  is a p u b l i c

20 c o r p o r a t i o n  of the state. Th e  c o r p o r a t i o n  is a n  i n s t r u m e n t a l i t y  of

21 the state in the D e p a r t m e n t  of T r a n s p o r t a t i o n  a nd  P u b l i c  F a c i l i t i e s

22 but has a legal e x i s t e n c e  i n d e p e n d e n t  of and s e p a r a t e  f r o m  the s t a t e

23 an d has c o n t i n u i n g  s u c c e s s i o n  u n t i l  its e x i s t e n c e  is t e r m i n a t e d  by

24 law.

25 Sec. 1 9 . 7 0 . 0 2 0 .  D I R E C T O R S .  (a) T h e  a u t h o r i t y  c o n s i s t s  of s e v e n

26 d i r e c t o r s  a p p o i n t e d  by the g o v e r n o r  as follows: a r e p r e s e n t a t i v e  of

27 c o m m e r c i a l  c a r r i e r s ,  a r e p r e s e n t a t i v e  of the m a r i t i m e  industry, a

28 r e p r e s e n t a t i v e  of the t o u r i s m  i n d ustry, a n d  f our m e m b e r s  of the p u b l i c

29 r e p r e s e n t i n g  r e g i o n s  s er v e d  by the m a r i n e  h i g h w a y  as follows: (1) one
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m e m b e r  f r o m  r e g i o n  one ( e x t e n d i n g  f r o m  D i x o n  E n t r a n c e  to S k a g w a y ) ;  (2) 

one m e m b e r  f r o m  r e g i o n  two ( K o d i a k  I s la n d ) ;  (3) one m e m b e r  f r o m  r e g i o n  

t h r e e  (Prince W i l l i a m  Sound); a n d  (4) one m e m b e r  f r o m  r e g i o n  f ou r  

( I n t e r i o r  A l as k a ) .  T h e  a p p o i n t m e n t  of e a c h  d i r e c t o r  is s u b j e c t  to 

c o n f i r m a t i o n  by the l e g i s l a t u r e .

(b) Th e  d i r e c t o r s  se r v e  at the p l e a s u r e  of the g o v e r n o r  for 

fou.. -year terms. E a c h  d i r e c t o r  shall h o l d  o f f i c e  for the t e r m  of the 

d i r e c t o r ' s  a p p o i n t m e n t  an d  u n t i l  a s u c c e s s o r  is a p p o i n t e d  and  q u a l­

ified. A  d i r e c t o r  is q u a l i f i e d  for r e a p p o i n t m e n t .  A  v a c a n c y  in a 

d i r e c t o r s h i p  o c c u r r i n g  o t h e r  t h a n  by e x p i r a t i o n  of t e r m  s h a l l  be 

f i l l e d  in the same m a n n e r  as the o r i g i n a l  a p p o i n t m e n t  but o n l y  for th e  

u n e x p i r e d  term.

(c) T h e d i r e c t o r s  m u s t  be r e s i d e n t s  of the s t a te  a n d  q u a l i f i e d  

v o t e r s  a n d  shall c o m p l y  w i t h  the r e q u i r e m e n t s  of A S  39.50 ( c o n f l i c t  of 

inter e st ) .  E a c h  d i r e c t o r  b e f o r e  e n t e r i n g  u p o n  the d i r e c t o r ' s  d u t i e s  

s h a l l  tak e  and  s u b s c r i b e  to a n  o a t h  to p e r f o r m  the d u t i e s  of o f f i c e  

fa i t h f u l l y ,  i m p a r t i a l l y ,  a n d  j u s t l y  to the bes t  of the d i r e c t o r ' s  

ability. A  r e c o r d  of the o a t h  s hall b e  f i l e d  w i t h  the O f f i c e  of the 

G o vernor.

(d) T h e  d i r e c t o r s  of the a u t h o r i t y  s e r v e  w i t h o u t  c o m p e n s a t i o n ,  

but ar e  e n t i t l e d  to t r a v e l  a n d  p e r  d i e m  e x p e n s e s  as p r o v i d e d  in 

AS 39.2 0 . 1 80 .

Sec. 19.70.030. O F F I C E R S  A N D  QUORUM. T he  d i r e c t o r s  s h a l l  e lect 

one of t h e i r  n u m b e r  as cha i r m a n .  The d i r e c t o r s  s h al l  e lect a s e c r e­

tary and a t r e a s u r e r  w h o  n e e d  not be d i r e c t o r s ,  a n d  the s am e  p e r s o n

m a y  be e l e c t e d  to s erve b o t h  as s e c r e t a r y  a n d  t r easurer. T h e  p o w e r s

of the a u t h o r i t y  are v e s t e d  in the d i r e c t o r s ,  an d  f o u r  v o t i n g  d i r e c­

tors of the a u t h o r i t y  c o n s t i t u t e  a quorum. A c t i o n  m a y  be t a k e n  and 

m o t i o n s  an d r e s o l u t i o n s  a d o p t e d  by the a u t h o r i t y  at any m e e t i n g  by the

CSHB 6 8 ( F i n )  am - 2 -



a f f i r m a t i v e  v o t e  of at least fou r  d i r e c t o r s .  A v a c a n c y  in the d i r e c­

to r s h i p  of the a u t h o r i t y  doe s  not i m p a i r  the right of a q u o r u m  to 

e x e r c i s e  all the p o w e r s  an d  p e r f o r m  all the du t i e s  of the authority.

Sec. 19.70.040. STAFF. T h e  a u t h o r i t y  s hall e m p l o y  an e x e c u t i v e  

d i r e c t o r  w h o  serves at the p l e a s u r e  of the a u t h o r i t y  as its c hief 

a d m i n i s t r a t i v e  officer. T h e  e x e c u t i v e  d i r e c t o r  m a y  w i t h  the a p p r o v a l  

of the a u t h o r i t y  se l e c t  a n d  e m p l o y  a d d i t i o n a l  s t a f f  as neces s ar y .  

E m p l o y e e s  of the a u t h o r i t y  o t h e r  t h a n  legal c o u n s e l  an d  the e x e c u t i v e  

d i r e c t o r  are in the c l a s s i f i e d  s e r v i c e  u n d e r  AS 39.25. I n  a d d i t i o n  to 

its s t a f f  of r e g u l a r  e m p l o y e e s ,  the a u t h o r i t y  m a y  c o n t r a c t  for and 

e n g a g e  the s e r v i c es  of c o n s u l t a n t s ,  and p r o f e s s i o n a l ,  t e c h n i c a l  and 

f i n a n c i a l  a d v i s o r s  the a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  for the p u r p o s e  

of d e v e l o p i n g  i n f o r m a t i on ,  c o n d u c t i n g  hea r in g s ,  s t u dies, i n v e s t i g a­

tions or o t h e r  p r o c e e d i n g s ,  or o t h e r w i s e  e x e r c i s i n g  its powers.

A R T I C L E  2. P U . . R S  A N D  DUTIES.

Sec. 19.70.050. P O W E R S  O F  A U T H O R I T Y .  I n  a d d i t i o n  to o t h e r  

p o w e r s  g r a n t e d  in this chapter, the a u t h o r i t y  may

(1) sue and be sued;

(2) a dopt and a l t e r  an o f f i c i a l  seal;

(3) m a k e  an d  e n f o r c e  b y l a w s  and r e g u l a t i o n s  for the conduct 

of its b u s i n e s s  and for the u s e  of its s e r v ic e s  and fa c i l i t i e s;

(4) m a i n t a i n  o f f i c e s  at any p l a c e  in the s tate and at 

p l a c e s  out of the s t a t e  that are s e r v e d  by the m a r i n e  h i g h w a y  system;

(5) subje c t  to a p p r o p r i a t i o n  by the l e g is l a t u r e ,  acquire, 

hold, use and d i s p o s e  of its income, r e venues, funds and money;

(6) acquire, hold, use, lease, rent, c o n s t r u c t  an d  d i s p o s e  

of real and p e r s o n a l  p r o p e r t y  for its pur p o s e s ;

(7) operate, m a i n t a i n ,  improve, and e x t e n d  a s y s t e m  of 

ferr i e s  c o n n e c t i n g  w i t h  the p u b l i c  roads and h i g h w a y s  of the state and
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i n c l u d i n g  the boats, v e s s e l s ,  w h a r ve s ,  docks, ap p r o a c h e s ,  l a n d i n g s  and 

a p p u r t e n a n c e s  the a u t h o r i t y  d e t e r m i n e s  to be n e c e s s a r y  o r  d e s i r a b l e  

for safe and e f f i c i e n t  o p e r a t i o n  of the f erry s y s t e m  so as to best 

s e r v e the public;

(8) do all acts and things n e c e s s a r y ,  c o n v e n ie n t ,  or d e s i r­

abl e  to c arry out the p o w e r s  e x p r e s s l y  g r a n t e d  or n e c e s s a r i l y  i m p l i e d  

in this chapter;

(9) e s t a b l i s h  rates and tariffs, a f t e r  p u b l i c  h e a r i ng s ;

(10) m o d i f y  routes, a f t e r  p u b l i c  h e arings.

Sec. 19.70.055. D U T I E S  OF  A U T H O R I T Y .  Th e  a u t h o r i t y  shall

(1) as si s t  the resid e n t s , b u s i n e s s e s ,  and c o m m u n i t i e s  of 

the state in o b t a i n i n g  the best a n d  m o s t  f r e q u e n t  p o s s i b l e  m a r i n e  

p a s s e n g e r  and frei gh t  service;

(2) s c h e d u l e  v e s s e l  sa i l i n g s  to m a x i m i z e  the f r e q u e n c y  of 

s e r v i c e  to all ports;

(3) e n c o u r a g e  and i n t e g r a t e  w i t h  o t h e r  p u b l i c  a n ’ p r i v a t e  

c a r r i e r s  to the g r e a t e s t  extent p o s s i b l e  to p r o v i d e  f e r r y  s e r v i c e  

w i t h i n  the s t a t e and b e t w e e n  A l a s k a n  p o r t s  and p o r t s o u t s i d e  the state 

in o r d e r  to p r o v i d e  m a x i m u m  s e r v i ce  w i t h i n  the state;

(4) r e q u i r e  p r e - p a y m e n t  for r e s e r v a t i o n s ;

(5) p r o v i d e  r e s e r v a t i o n  a c c e s s  a n d  m a r k e t i n g  i n f o r m a t i o n  

t h r o u g h o u t  the state;

(6) e n c o u r a g e  v e s s e l  c o n s t r u c t i o n ,  m a i n t e n a n c e ,  and s e r v i c e 

in the s t a t e  to the g r e a t e s t  extent p o s s i b l e;

(7) e m p l o y  r e s i d e n t s  of the st a t e  to the g r e a t e s t  extent 

l e g a l l y  pos s i bl e ;

(8) r e c o g n i z e  A l a s k a - b a s e d  u n i o n s  and e m p l o y e e  a s s o c i a t i o n s  

to the g r e a t e s t  ex t e nt  l e g a l l y  possible.

Sec. 19.70.060. " A L A S K A  M A R I N E  H I G H W A Y  SYSTEM": N A M E
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A U T H O R I Z E D .  The a u t h o r i t y  is a u t h o r i z e d  to o p e r a t e  its f e rr y  s y s t e m  

u n d e r  the n a m e  " A l a s k a  m a r i n e  h i g h w a y  system".

Sec. 19.70.070. C O M P R E H E N S I V E  L O N G - R A N G E  PLAN. T h e  a u t h o r i t y ,  

w i t h  the c o o p e r a t i o n  of the D e p a r t m e n t  of T r a n s p o r t a t i o n  an d  P u b l i c  

F a c i l i t i e s ,  shall p r e p a r e  a c o m p r e h e n s i v e  l o n g - r a n g e  p l a n  for the 

d e v e l o p m e n t  an d i m p r o v e m e n t  of the m a r i n e  h i g h w a y  s y s t e m  an d  r e v i s e  

an d  u p d a t e  the plan, s u b j e c t  to l e g i s l a t i v e  a p p r o v a l ,  at least e v e r y  

f iv e  years.

A R T I C L E  3. A C Q U I S I T I O N  OF PROPERTY.

Sec. 1 9.70.080. A C Q U I S I T I O N  O F  L A N D  A N D  E A S E M E N TS .  T h e  a u t h o r i­

ty, as pa r t  of the cost of c o n s t r u c t i n g , m a i n t a i n i n g ,  or i m p r o v i n g  a 

f e r r y  system, m a y  a c q u i r e  by p u r c h a s e ,  gift, or e x c h a n g e  l and in fee 

s i m p l e  or e a s e m e n t s  that it c o n s i d e r s  n e c e s s a r y  f o r  p r e s e n t  p u b l i c  

use, e i t h e r  t e m p o r a r y  or p e r m a n e n t ,  o r  that it c o n s i d e r s  n e c e s s a r y  a n d  

r e a s o n a b l e  for the p u b l i c  use. B y  the same  means, the a u t h o r i t y  m a y  

o b t a i n  m a t e r i a l , i n c l u d i n g  clay, grav e l ,  sand, or rock, o r  the l a n d  

n e c e s s a r y  to o b t a i n  the m a t e r i a l ,  i n c l u d i n g  a c c e s s  to it. The  a u t h o r­

ity m a y  so a c q u i r e  the lan d  or m a t e r i a l s  n o t w i t h s t a n d i n g  the fact that 

t i t l e  to it is v e s t e d  in the s t a t e  or a d e p a r t m e n t ,  agen c y ,  c o m m i s­

sion, or i n s t i t u t i o n  of the state.

Sec. 19.70.090. A U T H O R I T Y  TO  P U R C H A S E  P R O P E R T Y  F O R  T H E  P U R P O S E  

O F  E X C H A N G E .  W h e n  a m a j o r i t y  of th e  d i r e c t o r s  of the a u t h o r i t y  d e ­

clar e s  that it is in the best p u b l i c  i n t e r e s t  of the s t a t e to do so, 

the a u t h o r i t y  m a y  a c q u i r e  by p u r c h a s e ,  gift, or e x c h a n g e  p r i v a t e l y  or 

p u b l i c l y  o w n e d  land or an i n t e r e s t  in it fo r  the p u r p o s e  of e x c h a n g i n g  

it for  p r i v a t e l y  or p u b l i c l y  o w n e d  land that the a u t h o r i t y  is a u t h o r­

ize d  by law to acquire.

Sec. 19.70.100. V A C A T I N G  O F  L A N D  O R  R I G H T S  IN LAND. Th e  a u t h o r­

ity m a y  v a c a t e  land, or p a r t  of it, or r i g h t s  in land a c q u i r e d  for us e
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1 in the m a r i n e  h i g h w a y  s y s t e m  by e x e c u t i n g  an d  f i l i n g  a d e e d  in the

2 a p p r o p r i a t e  r e c o r d i n g  d i s t r i c t .  U p o n  v a c a t i n g ,  t i t l e  r e v e r t s  to the

3 p e r s o n s ,  h e i r s ,  s u c c e s s o r s ,  or a s s i g n s  in w h o m  it w a s  v e s t e d  at the

4 tim e of th e  taking. The  a u t h o r i t y  m a y  t r a n s f e r  l a n d  no l o n g e r  con-

5 s i d e r e d  n e c e s s a r y  for u s e  in the m a r i n e  h i g h w a y  s y s t e m  to the D e p a r t -

6 m en t  of N a t u r a l  R e s o u r c e s  f o r  d i s p o s a l.  T h e  p r o c e e d s  of d i s p o s a l  by

7 the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  s h a l l  be c r e d i t e d  to the f unds

8 f rom w h i c h  t h e  p u r c h a s e  w a s  o r i g i n a l l y  made.

9 A R T I C L E  4. F E R R Y  T E R M I N A L  F A C I L I T I E S .

10 Sec. 19.7 0 . 1 1 0 . A C Q U I S I T I O N  A N D  M A I N T E N A N C E  O F  F E R R Y  T E R M I N A L

11 F A C I L I T I E S .  T h e  a u t h o r i t y  m a y  const ru c t ,  p u r c h a s e ,  or l e as e  f e r r y

12 t e r m i n a l  f a c i l i t i e s  at l o c a t i o n s  it s e l e c t s  f o r  the l o a d i n g  a n d  un-

13 l o a d i n g  o f  p a s s e n g e r s  and v e h i c l e s  u n d e r  t h e i r  o w n  po w e r ,  o n  an d  o f f

14 ferries. T h e  a u t h o r i t y  s h a l l  r e p a i r  a n d  m a i n t a i n  t h e s e  f a c i l i t i e s.

15 Sec. 1 9 .70.120. C O N N E C T I O N  OF F A C I L I T I E S  T O  H I G H W A Y S .  T h e

16 a u t h o r i t y  m a y  c o n n e c t  f e r r y  t e r m i n a l  f a c i l i t i e s  w i t h  l o c a l h i g h w a y

17 systems.

18 Sec. 19 ~ _ _. R E G U L A T I O N S .  Th e  a u t h o r i t y  m a y  a d o p t  rules an d

19 r e g u l a t i o n s  g o v e r n i n g  the us e  of f e r r y  t e r m i n a l  f a c i l i t i e s  by th e

p u b l i c  tha t  it c o n s i d e r s  n e c e s s a r y  an d  p r o p e r  in the  p u b l i c  i n terest.

21 Sec. 19.7 0 . 1 40 .  E X I S T I N G  F A C I L I T I E S  N O T  A F F E C T E D .  A  f e r r y

22 t e r m i n a l  f a c i l i t y  in e x i s t e n c e  and s e r v i n g  the p u b l i c  o n  J a n u a r y  1,

23 1959, is no t  a f f e c t e d  by A S  1 9 . 7 0 . 1 1 0  - 1 9.70.170.

24 A R T I C L E  5. G E N E R A L  P R O V I S I O N S.

25 Sec. 19.7 0 .1 5 0 .  A N N U A L  REPORT. By J a n u a r y  15 of e a c h  year, the

26 a u t h o r i t y  s h a l l  submit to the g o v e r n o r  and the l e g i s l a t u r e  a compr e -

27 h e n s i v e  r e p o r t  d e s c r i b i n g  the o p e r a t i o n s ,  income, a n d  e x p e n d i t u r e s  for

28 the p r e c e d i n g  fiscal year.

29 Sec. 1 9 .70.160. A N N U A L  AUDIT. Th e  a u t h o r i t y  s h a ll  h a v e  its
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1 f i n a n c i a l  r e c o r d s  a u d i t e d  a n n u a l l y  b y  a c e r t i f i e d  p u b l i c  a c c o u n t a n t .

2 T h e  l e g i s l a t i v e  a u d i t o r  m a y  p r e s c r i b e  th e  f o r m  an d  c o n t e n t  of the

3 f i n a n c i a l  r e c o r d s  of the a u t h o r i t y  a n d  s h a l l  have  a c c e s s  to t h o s e

4 r e c o r d s  at any time.

5 Sec. 1 9 . 7 0. 1 7 0 .  B U D G E T  A N D  A P P R O P R I A T I O N S . T h e  a u t h o r i t y  s hall

6 s u b m i t  its a n n u a l  b u d g e t  to the l e g i s l a t u r e  t h r o u g h  the g o v e r n o r  as

7 p r o v i d e d  f o r  s t a t e  a g e n c i e s  by the E x e c u t i v e  B u d g e t  A c t  (AS 37.07).

8 It m a y  e x p e n d  m o n e y  d i r e c t l y  a p p r o p r i a t e d  by the l e g i s l a t u r e  o n l y  as

9 a u t h o r i z e d  by the l e g i s l a t ur e .

10 Sec. 1 9 . 7 0. 1 8 0 .  N A M I N G  O F  V E S S E L  O R  FAC I L I T Y.  (a) A  v e s s e l  or

11 f a c i l i t y  of the A l a s k a  m a r i n e  h i g h w a y  s y s t e m  c o n s t r u c t e d  or a c q u i r e d

12 by the a u t h o r i t y  u n d e r  this c h a p t e r  or A S  19.60 m a y  be g i v e n  a nam e

13 o n l y  b y  law.

14 (b) A  m a r i t i m e  v e s s e l  s h a ll  b e a r  t h e  n a m e  of a n  A l a s k a  g l a c i e r .

15 (c) A  v e s s e l  u s e d  p r i n c i p a l l y  o n  t h e  i n l a n d  w a t e r w a y s  of the

16 s t a t e  s h a l l  b e a r  the n a m e  of a n  h i s t o r i c a l  v e s s e l  tha t  u s e d  the r iv e r s

17 of the state.

18 Sec. 1 9 . 7 0. 1 9 9 .  D E F I N I T I O N S .  I n  this chapter, u n l e s s  t h e  con-

19 text r e q u i r e s  o t h e r w i s e ,

20 (1) " a u t h o r i t y "  m e a n s  the A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y

21 e s t a b l i s h e d  by this chapter;

22 (2) " c a p i t a l  i m p r o v e m e n t "  m e a n s  a p r o j e c t  for the c o n s t r u c -

23 tion, r e h a b i l i t a t i o n ,  r e b u i l d i n g ,  e n l a r g i n g ,  o r  i m p r o v i n g  of all or

24 any part of the m a r i n e  h i g h w a y  system, i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,

25 boats, v e s s e l s ,  w h a r v e s ,  docks, a p p r o a c h e s ,  l a n dings, o ff i c e s ,  and

26 a p p u r t e n a n c e s  as d e t e r m i n e d  by the a u t h o r i t y  to be n e c e s s a r y  o r  des i r -

27 a b l e  for e f f i c i e n t  o p e r a t i o n  of the m a r i n e  h i g h w a y  s y s t e m  and to best

28 s e r v e  the publ i c ;

29 (3) " f e r r y "  m e a n s  a v e s s e l  u s e d  in the c o m m o n  c a r r i a g e  of
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1 p a s s e n g e r s  a n d  s e l f - p r o p e l l e d  v e h i c l e s  in commerce.

2 Sec. 19.70 . 20 0 .  S H O R T  TITLE. Th i s  c h a p t e r  ma y  be c i t e d  as the

3 A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  Act.

4 * Sec. 3. A S  3 5 . 2 7  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

5 Sec. 3 5. 2 7 . 0 2 5 .  A P P L I C A T I O N  TO A L A S K A  M A R I N E  H I G H W A Y  A U T H O R I T Y .

6 T h e  r e q u i r e m e n t s  of this c h a p t e r  a p p l y  to the A l a s k a  M a r i n e  H i g h w a y

7 A u t h o r i t y .  C o m p l i a n c e  w i t h  this c h a p t e r  is the sole r e s p o n s i b i l i t y  of

8 the a u t h o r i t y  w i t h  r e s p e c t  to the p u b l i c  b u i l d i n g s  an d  f a c i l i t i e s  of

9 the a u t h o r i t y .

10 * Sec. 4. A S  3 5 . 2 7 . 0 3 0 ( 2 )  is a m e n d e d  to read:

11 (2) " b u i l d i n g "  o r  " f a c i l i t y "  m e a n s  a p e r m a n e n t  i m p r o v e m e n t

12 c o n s t r u c t e d  by the department: o r  a u t h o r i t y ; the ter m

13 (A) i n c l u d e s ,  but is not l i m i t e d  to,

14 (i) schoo l s ,  o f f i c e  b u il d i n g s ,  a n d  court b u i l d -

15 i n g s ;

16 (ii) o t h e r  b u i l d i n g s  w h i c h  the c o m m i s s i o n e r  de te r -

17 m i n e s  are d e s i g n e d  fo r  s u b s t a n t i a l  p u b l i c  use;

18 (iii) b o a t s  an d v e s s e l s  of the m a r i n e  h i g h w a y

19 system;

20 (iv) t r a n s p o r t a t i o n  f a c i l i t i e s  w h i c h  a c c o m m o d a t e

21 t r a v e l i n g  p a s s e n g e r s ;

22 (B) e x c l u d e s  o t h e r  t r a n s p o r t a t i o n  f a c i l i t i e s ^  [.]

23 * Sec. 5. A S  3 5 . 2 7 . 0 3 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

24 (5) " a u t h o r i t y "  m e a n s  the A l a s k a  M a r i n e  H i g h w a y  A u t h o ri t y .

25 * Sec. 6. AS 3 9 . 5 0 . 2 0 0 ( b )  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:

26 (46) A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  (AS 1 9 . 7 0 . 0 1 0 ) ,

27 * Sec. 7. A S  4 4 . 4 2 . 0 2 0 ( a ) ( 1 )  is a m e n d e d  to read:

28 (1) plan, desi g n ,  c o n s t r u c t  and m a i n t a i n  all s ta t e  m o d e s  of

29 t r a n s p o r t a t i o n  a n d  t r a n s p o r t a t i o n  f a c i l i t i e s  and all docks, floats,
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b r e a k w a t e r s ,  b u i l d i n g s  and s i m i l a r  f a c i l i t i e s , ex c e p t that the d e p a r t ­

men t  is not r e s p o n s i b l e  for p l a n n i n g ,  design, c o n s t r u c t i o n ,  o r  m a i n t e­

na n c e  of t r a n s p o r t a t i o n  m o d e s  or f a c i l i t i e s  u n d e r  the j u r i s d i c t i o n  of 

the A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y ;

* Sec. 8. A S  4 4 . 4 2 . 0 2 0 ( a ) ( 7 )  is a m e n d e d  to read:

(7) mana g e ,  o p e rate, a n d  m a i n t a i n  s t a t e  t r a n s p o r t a t i o n  

f a c i l i t i e s  a n d  all docks, floats, b r e a k w a t e r s  an d  b u i l d i n g s ,  i n c l u d i n g  

all s t a t e  h i g h w a y s ,  v e s s e l s ,  r a i l r o a d s ,  p i p e l i n e s ,  a i r p o r t s ,  an d

a v i a t i o n  f a c i l i t i e s , ex c ep t  that the d e p a r t m e n t  is no t  r e s p o n s i b l e  for 

m a n a g e m e n t ,  opera t i o n,  o r  m a i n t e n a n c e  of t r a n s p o r t a t i o n  fa c i l i t i e s ,  

v e s s e l s ,  o r  e q u i p m e n t  u n d e r  the j u r i s d i c t i o n  of the A l a s k a  M a r i n e

H i g h w a y  A u t h o r i t y ;

* Sec. 9. AS 1 9 . 6 0 . 0 1 0  - 19.6 0 . 0 70 ,  and AS 19.65 are re p ealed.

* Sec. 10. A P P O I N T M E N T  OF F I R S T  D I R E C T O R S  O F  A L A S K A  M A R I N E  H I G H W A Y

A U T H O R I T Y .  T he  g o v e r n o r  s h a l l  d e s i g n a t e  th e terms of the d i r e c t o r s  of the 

A l a s k a  M a r i n e  H i g h w a y  A u t h o r i t y  first a p p o i n t e d  u n d e r  AS 19.7 0 .0 2 0 .  Of the 

s e v e n  d i r e c t o r s  fir..t a p p o i n t e d

(1) two s hall s erve a te r m  of two years;

(2) two s hall s e r v e  a t e r m  of t h r e e  years;

(3) ree shall s erve a t e r m  of fou r  years.
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Alaska £>tate legislature
House o f  Representatives

Committee on Transportation

Rep. Bette Ca to . Cha irman

L E T T E R  O F  I N T E N T  

F O R

C S  H B  6 8  ( F I N A N C E )

P o u c h  V 
S ta te  C ap ito l 

Ju n e a u , A laska 99811 
(907) 465-4858

It  is t h e  p o l i c y  o f  t h e  s t a t e  to:

1) p r o v i d e  n e c e s s a r y  a n d  d e s i r a b l e  f r e i g h t  a n d  p a s s e n g e r  

t r a n s p o r t a t i o n  s e r v i c e s  t o  r e s i d e n t s ,  b u s i n e s s e s ,  a n d  

v i s i t o r s  in t h e  s t a t e ;

2) d e v e l o p  a n d  i m p l e m e n t  p l a n s  c o n s i s t e n t  w i t h  t h e  g o a l  

o f  d e v e l o p i n g  a t r a n s p o r t a t i o n  n e t w o r k  t h a t  e f f e c t s  

t h e  p o l i c i e s  s e t  o u t  in t h i s  l e g i s l a t i o n ;  a n d

3) p r o v i d e  s a f e ,  e c o n o m i c a l ,  a n d  e f f i c i e n t  

t r a n s p o r t a t i o n  t o  r e s i d e n t s ,  b u s i n e s s e s  a n d  v i s i t o r s  

in t h e  s t a t e .

T h e  L e g i s l a t u r e  f u r t h e r  d e c l a r e s  t h a t :

1) in t h e  i n t e r e s t  o f  t h e  p e o p l e  o f  t h e  s t a t e  it  is 

n e c e s s a r y  t o  e x e r c i s e  t h e  p o w e r s  o f  t h e  s t a t e  t o  

a c c o m p l i s h  t h e  p o l i c y  as  s t a t e d  a b o v e  b y  a u t h o r i z i n g  

t h e  c r e a t i o n  o f  p u b l i c  a u t h o r i t y  w i t h  t h e  p o w e r s ,  

d u t i e s ,  a n d  f u n c t i o n s  a s  p r o v i d e d  in t h i s  A c t  to 

o p e r a t e  t h e  A l a s k a  M a r i n e  H i g h w a y  S y s t e m  a n d  t o  

m a n a g e  i t s  f a c i l i t i e s ;

2) it is in t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  f o r  t h e  

p u b l i c  a u t h o r i t y  t o  o p e r a t e  a n d  m a n a g e ,  in a p r u d e n t  

m a n n e r ,  t h e  A l a s k a  M a r i n e  H i g h w a y  S y s t e m  c r e a t e d  in 

t h i s  A c t ;

3) i t  is in t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  t o  p r o v i d e  

t h e  b e s t  p o s s i b l e  c o m b i n a t i o n  o f  t y p e s  a n d  l e v e l s  o f  

s a f e ,  e f f i c i e n t ,  a n d  e c o n o m i c a l  t r a n s p o r t a t i o n  t h a t  

is n e c e s s a r y  t o  m e e t  t h e  o v e r a l l  n e e d s  o f  t h e  s t a t e ,  

s u p p o r t e d  b y  s t a t e  i n v e s t m e n t s ,  w h e n  n e c e s s a r y ;

4)  it is in t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e  t o  m i n i m i z e  

s t a t e  s u b s i d y  a n d  f o r  t h e  a u t h o r i t y  t o  f u n c t i o n  a s  an  

e n t e r p r i s e  e n t i t y  in a n  a t t e m p t  t o  b e c o m e  

s e l f - s u s t a i n i n g ,  t o  c a r r y  o u t  t h e  A u t h o r i t y ' s  r e s p o n ­

s i b i l i t i e s ;  a c c o r d i n g  t o  s o u n d  b u s i n e s s  m a n a g e m e n t  

p r a c t i c e s  t o  p r o v i d e  t h e  l e v e l  o f  s e r v i c e  t h a t  b e s t  

s a t i s f i e s  t h e  n e e d s  o f  t h e  p e o p l e  o f  t h e  s t a t e  in a 

f i s c a l l y  s o u n d  m a n n e r .


