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T A B L E  5 . 6

LONG-TERM SYSTEM OPTIONS - 

'REDUCED INVESTMENT' SCENARIOS 

USER TRAVEL TIME IMPACTS 
AND REQUIRED VALUE OF TIME____

Option

LYNN

- Road

- Shuttle 

SITKA

- Baranof

- Rodman

- Shuttle 

PRINCE OF WALES

- Tolstoi Bay

- Red Bay

- Shuttle

- Loop

Requi red 

Change in ^  Total Tin^'

Travel Time Value
(mi 11 ion hours) (T>im I lions)

- 1 0 . 2  

+ 0 . 2

+ 3.1 

+ 3.5 

- 0.7

+ 2.7 

+ 1.3 

+ 0.4 

+ 2.0

45.7

(62.1)

(10 . 6 )
(24.7) 

(72.3)

(90.8)

(46.8) 

(99.1) 

(98.5)

Requi red 

Hourly Time 

Val ue

W T H

> 4.48

• 310.50

< 3.42

< 7.06

0

V 33.63

< 36.00 

<247.75

< 49.25

IT Relative to 'June 1980 Plan' option.
2) Net total of use-- and government cost increases - brackets denote net 

cost savings.



requiring only that travel time be valued at less than $30 to $50 per hour 

in order for cost savings to outweigh travel time increases. The Sitka road 

options are less attractive since they involve both greater increases in 

travel time and lower savings in monetary costs. Travel time value must be 

less than $7.06 per hour in the Rodman Bay case and less than $3.42 per hour 

in the Baranof option.

The remaining option, the Lynn road, is more difficult to rank tjainst the 

other options because it involves travel time savings (as opposed to 

increases) offset by monetary costs. In this instance, the road option 

would prove viable as long as the value of travel time savings exceeded 

$4.48 per hour.

5.3.3 - Summary

The assessment of long-term surface systen options indicates a number of 

pertinent points. These may be highlighted as follows.

• If the system goal is to meet all projected demand for surface

transportation, substantial investment will be required in new 

facilities, and increased costs will be incurred by the Marine Highway 

and by the state.

• The least costly methods (in monetary terms) of meeting this demand can 

be achieved by making changes in service to Prince of Wales Island

(either by building a new terminal at Tolstoi Bay at a total Regional 

System cost of $574 million or by introducing high-speed ferry service 

out of Hollis at a cost of approximately $571 million). These options 

are followed (in order of increasing cost) by the base case June 1980 

Plan option ($584 million), the Sitka shuttle option ($600 million), the 

Red Bay terminal ($618 million) and the Lynn shuttle ($619 million). The 

Petersburg road option, although costing only $607 million, does not

really rank with the preceding cases as it does not meet Seattle demand

to the same extent.
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• If a lower capacity to meet demand can be accepted within the system 

(specifically by treating combined Seattle and Prince Rupert vehicle 

demand as a single unit and requiring that both ports be at capacity 

before new vessels are acquired), the Marine Highway and state can 

achieve significant cost savings. Total state costs under these 'reduced 

investment' scenarios range from $485 million for cases involving high­

speed ferry service to Hollis to $570 million for the Sitka-Baranof road 

option. Only the Lynn road, at $701 million, remains more costly than 

the 'June 1980 Plan - meet demand' scenario.

o In terms of service-cost effectiveness, where each new system option is 

compared with the June 1980 Plan in terms of user cost, travel time and 

cost to the government, several 'meet demand' options appear to be 

potentially more attractive than the June 1980 Plan, primarily as a 

result of improved service quality which offsets the increased costs (or, 

in the Prince of Wales cases, enhances the cost savings). In declining 

order of preference, these would be Prince of Wales high-speed ferries, 

Tolstoi Bay terminal, Sitka shuttle, Lynn shuttle, and Lynn road.

o Service-cost effectiveness evaluations for the 'reduced investment' 

scenarios indicate even more significant advantages from several of the 

options relative to the June 1980 Plan case since the negative impacts of 

these scenarios (in terms of costs of unmet demand and increases in 

travel time) are sufficiently small that they are unlikely to outweigh 

the significant government cost savings. Rankings of the 'reduced 

investment' options were somewhat different than the 'meet demand' cases, 

with the Sitka shuttle achieving the highest ranking followed by the Lynn 

shuttle, the Prince of Wales shuttle, and the other Prince of Wales 

system options.
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6 -  C O N C L U S I O N S

6.1 - Summary of Findings

One of the main objectives of the definition and assessment of surface 

system alternatives was to provide a quantitative basis for selecting from 

among a number of technical and operational alternates those options which 

of/ered the greatest improvement iri 'service' relative to cost. A second 

objective, however, was to provide information with regard to the trade-offs 

associated with the conflicting pressure^ . 0  maximize service and to keep 

costs at a reasonable level.

With these considerations in mind, the more significant findings from the 

analysis may be summarized as follows.

Short-Term

« Of the options available to improve system capacity and service in the

near future, the most attractive overall involve maximizing use of 

existing vessels. At existing fare levels, the Marine Highway cannot 

generate sufficient revenues to offset the capital cost of new mainline 

vessels. Therefore, options involving new vessel acquisition generally 

result in higher system deficits.

0 Increasing service to Seattle improves the financial picture from the

viewpoint of the AMHS and, to a point, offers a better matching of 

capacity and demand. Marine Highway ratios of revenue to operating cost

are highest on the Seattle route due to the high load factors, the

relatively high fare levels, and tne berth revenue.

• Too heavy a focus on Seattle service, however, leads to lower service 

levels within Southeast Alaska and potentially to capacity problems on 

some links in the system (in particular Ketchikan-Petersburg and 

Juneau-Kaines).
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« The most attractive of the options considered involves operating both the

Matanuska and Columbia out of Seattle during the peak season. However,

this leads to vehicle capacity problems in the Prince Rupert to

Petersburg corridor.

These problems could be mitigated by operating the Aurora between Prince 

Rupert and Petersburg where she would run full-time at near-capacity load 

factors.

• Moving the Aurora creates a gap in terms of service to Hollis and, under

current plans, in service to Hyder and Metlakatla. This problem could be

alleviated by purchasing one or two small high-speed catamarans to serve 

the Hoi 1is-Ketchikan-Metlakatla routes.

Long-Term

a In the long-term, a wider variety of options are open in terms of

impro/ing capacity and service.

• The most costly long-term options are those which attempt to meet 

projected demand since all involve substantial investment in roads and/or 

new mainline ferries.

e Substantial savings can be generated by accepting a reduction in the 

service of demand out of Seattle, particularly with regard to vehicle 

traffic which could, presumably, transfer to Prince Rupert.

« If full demand is to be met, the most attractive options involve changes

in service to Prince of Wales Island either by building a terminal at

Tolstoi Bay or by instituting high-speed ferry service to Hollis. While 

this option still requires two new mainline vessels over the 20-year 

planning period, it allows deferral of a tnird mainline vessel by freeing 

the Aurora to operate more frequently in the Prince Kupert-Petersburg 

corridor.



• If a reduced level of service is accepted in terms of meeting Seattle 

demand, the government can obtain substantial cost savings under certain 

options without creating undue impacts on users either in terms of unmet 

demand or service quality. The most attractive option under these 

'reduced investment' scenarios is to terminate mainline service to Sitka 

and provide high-speed ferry service as a substitute. Next in attrac­

tiveness is to substitute a high-speed ferry for mainline service up the 

Lynn Canal. These two options are followed in attractiveness by the 

'reduced investment' versions of the Prince of Wales options relating to 

Tolstoi Bay and to high-speed ferries.

6.2 - Conclusions

The preceeding summary highlights two issues from the viewpoint of 

establishing a Regional Transportation Plan. First, there are technical and 

operational options available in both the short and long term which 

represent more service-cost effective solutions than the existing system and 

the June 1980 Mainline Service system respectively.

Secondly, in terms of balancing between service-related (meet demand) and 

cost-related goals, an attempt to meet all future demand (i.e., fully 

satisfy the service related goals) results in substantial penalties in terms 

of keeping government expenditures under control. However, a relatively 

small compromise in terms of meeting demand, particularly out of the 

southern termini, results in substantial cost savings to the government 

without causing major penalties in terms of user service levels.

With these factors in mind, the following proposals are put forward as a 

plan of action for the provision of surface transportation services. It 

will be noted that the proposed systems represent a hybrid of several 

systems alternatives, drawing, where possible, on the best aspects of the 

preferred systems and using aspects of other systems to offset perceived 

problems.
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• Additional service should be provided to Seattle. This improves the 

Marine Highway's financial position and directs more capacity towards the 

higher demand routes.

• To make up for the lost services of a mainline vessel within the region, 

the Aurora should be drawn into a truncated mainline service out of 

Prince Rupert.

9 The Aurora's current routes in the Prince of Wales-Clarence Straits 

region should be served by two new high-speed catamaran-type vessels. 

These involve a minimum capital cost (in the range of $3 million each) 

and could provide a higher service level on these routes.

Long-Term

• The best results in terms of 'focus' options arise under the 'reduced 

investment' scenarios, in particular those which involve using two 

high-speed craft to serve either Sitka or the Lynn Canal and those which 

involve changes in Prince of Wales service.

• The Prince of Wales high-speed service proposed in the short-term 

therefore appears to have long-term viability and should be maintained.

o Some of the scheduling and service benefits of high-speed service to 

Sitka and the Lynn could be retained if only a single high-speed ferry 

were assigned to each in combination with a reduced level of mainline 

service. This is particularly true in the Sitka case where a 

Sitka-Petersburg high-speed service would not attract sufficient traffic 

to be viable on its own merits.

• It is therefore recommended that two large SES-type high-speed ferries be 

acquired, one to provide daily round trip service between Sitka and 

Juneau, calling at Angoon, Hoonah and Tenakee Springs, and the second to



provide twice-daily round trip service from Juneau to Haines and 

Skagway.

The open jaw routes which were proposed out of Seattle under the Sitka 

and Lynn Focus options could be split between two mainline vessels with 

the Matanuska serving Sitka but not the Lynn and the Columbia serving the 

Lynn but not Sitka.

The LeConte could provide increased service in the Sitka-Petersburg 

corridor and into Pelican as well as supplemental and heavy-freight 

service into the Juneau-Sitka corridor.

"he remaining vessels could provide increased service between Prince 

Rupert and Skagway to increase the system's total vehicle-carrying 

capacity as well as service frequency in the mainline corridor.

Under this option, the decision on acquiring a new mainline ferry could 

be deferred until the mid to late 1990s. This reduces the Marine 

Highway's cash flow requirements and also reduces the risks that a new 

vessel will be underutilized if demand does not materialize or if private 

operators achieve substantial market penetration.





The general method used to assess corridor alternatives consisted of five 

main steps

• Forecast expected travel demand in the corridor over the next 20 years;

i» Define a range of possible methods of meeting this demand, and the equip­

ment and/or infrastructure necessary to serve the traffic under each 

method;

• Determine the associated capital and ooerating costs end revenues;

• Calculate the financial impacts of each alternative from the viewpoint of

the operator, the government and the user;

o Calculate the service/cost effectiveness of each alternative and select 

the preferred option(s).

Each of these steps is described in greater detail in the following

sections.

A2 - TRAVEL DEMAND

I

The forecasting of travel demand both witnin the Southeast Region as a whole 

and within particular corridors of the Region involved first analyzing the

I



existing patterns of traffic for both surface (marine, road) and air modes 

and identifying the factors which would cause this traffic to grow and 

change in the future.

Since the data regarding existing travel patterns was limited, this analysis 

was kept at a relatively simple level. Three factors were identified as the 

key issues impacting future travel demand. These were: regional population 

growth, growth in tourism, and changes in transportation service. The first 

two factors were deemed to cause general growth within the existing patterns 

of travel demand (or growth in 'base traffic') while the third was deemed to 

either increase or decrease the 'base traffic' demand within particular 

corridors.

To forecast 'base traffic' demand (i.e., demand in the absence of service 

changes) existing travel was separated, on the basis of survey data, into 

tourist and nontourist traffic. This separation was done on a seasonal 

basis (in order to reflect the higher summer peaking in tourist travel) for 

both marine highway and air services. Tourist and nontourist components of 

existing traffic were then forecast, the former on the basis of expected 

growth in tourism travel to Alaska and the latter on the basis of expected 

population growth in the Southeast Region.

The growth rates assumed for tourism travel and for regional population were 

based on historic growth rates, tempered by concerns that with declining 

revenues and potential declines in government spending, these growth rates 

could not be maintained over the long-term. Consequently, tourism was 

assumed to grow at 4.5% annually to 1990 and at 2.5% annually thereafter. 

Regional population was assumed to grow at 2.8% per year to 1990, tapering 

off to 1% thereafter.

Over and above these population and tourism based growth rates, there was a 

special additional growth applied to air traffic, amounting to 1.4% per 

year. This additional growth reflected the long-term increase in the 

propensity of travelers to use the air mode--an increase which has generated 

growth in air traffic above and beyond that which can be explained by 

population and tourism growth alone.



The origin-destination patterns of this future 'base traffic' demand were 

assumed to follow the existing pattern of movements to, from and within the 

region. Therefore a growth in marine highway tourist demand, for example, 

would cause a corresponding percentage growth in traffic on all marine 

highway tourist-serving routes.

Once this 'base traffic' load had been calculated for the system and for the 

various corridors, adjustments were made to corridor demand to reflect the 

different service levels associated with corridor alternatives. These 

adjustments included diversion of traffic to a different port, loss of 

traffic, transfer between modes, and increases in traffic due to improved 

access depending on the service scenario. The particular adjustments 

associated with each corridor option are outlined in detail as part of the 

description of alternatives (Section A3).

A3 - DEFINITION AND DESCRIPTION 

OF CORRIDOR ALTERNATIVES

Having established the potential traffic demand within a corridor, the 

existing surface transportation service was reviewed and alternative road 

and marine options proposed which would increase capacity and or reduce 

operations costs. These alternative options were drawn from community 

suggestions, proposals put forward by the Department of Transportation, and 

new proposals put forward by the consultant.

An effort was made to develop a wide variety of corridor options in order to 

provide a range of costs and impacts for comparison purposes. Both capital 

(new roads, new ferries) and operational (new schedules) options were 

included when appropriate. In all cases the alternatives included a 

base-case 'no change' option against which new options could be assessed.

Once the corridor options had been denned, a detailed operating and 

investment schedule was laid out for each alternative specifying the traffic



to be served, the way in which it would be served, the timing of new road 

and new vessel requirements, and the operating schedules and procedures 

within the corridor. Traffic and operating procedures were both specified 

on a seasonal basis.

A4 - DEVELOPMENT OF COST DATA 

Capital Costs - Roads

Capital costs for new road links were based on the Department of 

Transportation's per-mile costs of construction over various types of 

terr n. Routes were specified through detailed analysis of relief maps, 

through discussion with DOT/PF engineers and, where possible, through 

inspectior of the area. Road links were then broken down into segments 

based on the severity of terrain and degree of construction difficulty, 

and the appropriate per-mile costs were applied.

Special structures such as bridges, tunnels, snowsheds, etc, were costed 

independently and included in total cost where required.

Capital Costs - Marine

Capital costs for marine facilities and equipment included costs of new 

terminal facilities, capital costs associated with the existing ships, and 

capital costs associated with new shuttle ferries, mainline ferries and 

high-speed craft. In the first two cases capital costs were based on 

Marine Highway data regarding terminal construction costs and expected 

replacement value of the existing fleet. In the case of new vessels, 

typical current construction costs for the type of vessel required were 

developed through discussions with shipyards, brokers, and manufacturers.



O p e r a t i n g  C o s t s  -  Road

Operating costs for the road links included regular maintenance and winter 

snow removal. They were based on the actual costs per mile incurred by 

the DOT/PF.

Operating Costs - Marine

The operating costs for existing vessels and terminal facilities were 

based on the actual experience of the Marine Highway. Vessel costs were 

segregated into annual costs (major maintenance, overheads) seasonal costs 

(crew, stores and supplies) and daily costs (primarily fuel).

Operating costs for new vessels were based on Marine Highway experience in 

the case of mainline ferries, and on discussions with builders and other 

operators in the case of shuttle ferries and high-speed craft.

User Costs

Costs to users fall into three main categories: fares on existing

ferries, fares on new ferries or new ferry routes, and vehicle operating 

costs on road links.

Fares on the existing ferry system were based on the current summer and

winter rates for the Marine Highway. For new routes on existing vessels, 

fares were assumed to be the same per-mile as on current routes.

For new types of equipment (shuttle ferries, high-speed craft) it was

initially assumed that fares would be set on the same basis as current

ferry charges; that is, that fares would have to cover at least half of

the total operating costs (excluding capital) of the new vessels. 

However, later analysis indicated that new vessels serving as a substitute 

for existing vessels generated sufficient savings elsewhere in the system 

that their fares could be maintained at existing fare levels and still 

lead to an overall improvement in the system operating cost recovery.



Accordingly current fare levels were used for traffic on these new 

vessel s.

Vehicle operating costs on road links were based on the variable portion 

of average per-mile operating costs for mid-size automobiles. This was 

felt to be a fair representation of the mix of vehicles likely to be using 

the road. In actual fact, owners of vans and campers would pay more 

while owners of small cars would pay less.

In cases where corridor options required vehicles to divert from one port 

to another, vehicle operating costs were increased to include overnight 

accommodation if the diversion involved more than 12 hours driving time.

A5 * FINANCIAL ANALYSIS

The traffic, operating and cost data bases described above were then drawn 

together into a year-by-year financial analysis of each corridor 

alternative. Capital costs for roads, vessels and terminal facilities were

assigned to the years in which they would be incurred. Road operating costs

were based on miles of road in service, while marine operating costs were 

derived from the proposed Marine Highway schedules under each option.

User costs for each year were determined by first calculating the number of 

vehicles using the road links (either as a result of being diverted to 

another port and/or as a result of a new road link being available), and 

multiplying this number by the cost per vehicle over the relevant distance. 

A revised ferry demand matrix was then calculated (taking into account 

diverted and/or lost ferry traffic) and multiplied by the fares matrix to

determine total fares paid to the Marine Highway.

The annual financial flows were then discounted at an interest rate of 5% to 

determine the net present value of capital, operating and user costs under 

each scenario.



A6 - EVALUATION OF SERVICE/COST 

EFFECTIVENESS

The financial evaluations provided an indication of the total costs to 

operators and users associated with the various corridor alternatives. They 

did not, however, reflect the differences among alternatives in terms of 

ability to serve demand and the quality of service provided.

In order to account for these differences, each corridor alternative was 

compared with the corridor 'base case1 (which represented continuation of 

existing service) with respect to the number of passengers and vehicles 

served, the cost per user served, and the average travel time (including 

delays related to frequency of service). Appropriate values were assigned 

to the 'service' differences between the alternatives and the base case to 

represent the incremental benefit (cost) to the user. These user benefits 

(or costs) were then compared with the incremental cost (or cost saving) to 

the government to form a basis for evaluating service/cost effectiveness.

The approach to assigning values to 'service' differences varied somewhat 

between corridors due to the different focuses of the corridor alternatives. 

In the Lynn corridor, for example, the focus was on improving service 

through new modes and on generating traffic over and above existing demand. 

Measures were therefore required for the value of time and cost savings to 

existing and to new traffic. In the Ketchikan corridor, the focus was on 

the existing ferry system and on trying to adjust schedules so as to meet a 

higher portion of current demand in a cost-effective manner, and measures 

were primarily required for the costs of not meeting traffic needs or of 

meeting needs by diverting traffic to other ports.

In general, the following principles were used in assigning values to 

service differences.

• Cost savings to existing traffic - include the full dollar value of 

saving.
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• Cost savings to new traffic - include half of the difference between the 

fare (or travel cost) under the new option and the fare applicable under 

the base case (this presumes that traffic attracted as a result of less 

expensive service assigns a lower value to the trip).

• Cost of failing to meeting demand - include the average surplus which the 

user would have enjoyed if space had been available. Surplus was 

calculated by postulating the shape of the demand curve for service and 

calculating the average difference between the maximum which users would 

have been willing to pay for the trip and the fares which would normally 

have been charged. (This is discussed in greater detail in Appendix B.)

• Costs to diverted traffic - assume that users diverted to another port 

attribute a cost to the diversion equivalent to any out-of-pocket savings 

associated with using the new port. Thus users moved from one port to 

another were assumed to incur neither benefits nor costs. This assumption 

was necessary because the total trip cost from Seattle was lower via road

to Prince Rupert than via direct ferry, yet demand continues to be strong

out of Seattle. There is, therefore, some nonmonetary advantage to the 

direct fe'ry trip which offsets cost savings associated with diverting to 

Prince Rupert. This nonmonetary advantage could best be accounted for by 

assuming that diverted passengers assigned equal cost to trips out of 

either port.

• Time savings to existing traffic - include the full number of hours saved 

in total travel time (sailing time, port time and delays related to 

schedule frequency).

• Time savings to new traffic - include one half of the difference between 

total travel time under the new option and total travel time under the 

base case.

The user cost impacts (whether positive or negative) were calculated for 

each corridor option relative to the corridor base case. Total savings (or 

increases in user costs were then compared with the total additional cost

(or saving) to the government associated with the new service.



If an option showed both lower user costs and lower government costs than 

the corridor base case, it was clearly preferable to both parties. If it 

showed higher costs to both users and the state, it would not be attractive 

to either party. If one group's costs increased while the other group's 

cost declined, then the preferred options were deemed to be those which 

yielded the highest user benefits (or lowest user costs) per dollar of 

government expenditure (or government cost saving).

Where time savings were a major factor in the benefits, an imputed value of 

time saved was calculated by comparing the number of hours saved with the 

net cost of providing the saving. This provided a measure of the value 

which must be assigned to time savings in order for project benefits to 

equal costs. The options which required the lowest hourly values to be 

assigned to time savings were chosen as the preferred options. (Additional 

discussion of the calculation of time savings is provided in Appendix B.)
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A P P E N D I X  B

EVALUATION OF USER IMPACTS - 
CORRIDOR AND SYSTEM ALTERNATIVES

B1 - COSTS OF UNMET DEMAND

In analyzing both short-run and long-run system options we are faced with a 

situation where the predicted level of demand for ferry service is not being 

met to the same degree in the various cases.

To assess the impact of system options on users and potential users in terms 

of the costs and/or benefits they incur under the various alternatives, it 

was therefore necessary to find some means of assigning a value to these 

differences in ability to meet demand. The method used was to derive an

economic measure of the costs incurred by users (where users are define.! as 

the total numbers requesting ferry service) as a result of changes in the 

ferry system. To assess these impacts, users were divided into three 

categories for the purpose of calculating costs: those served as requested,

those served by diversion to alternate ports, and those not served under the 

particular option.

Those passengers who are served under all systems are indifferent between 

the options. Because the fare structure remains constant, they incur 

neither costs nor savings as a result of system changes and hence do not 

figure in the analysis.

Those passengers who are served by diversion to another port (normally from 

Seattle to Prince Rupert) are in a somewhat different category. If their 

costs were higher out of Prince Rupert they would be said to incur a cost as 

a result of the diversion— presumably a disbenefit of the system which 

forced them to divert. In actual fact, however, it was found that their 

out-of-pocket costs were lower as a result of the diversion— that in fact



incurs as a result of having to accept alternative transport. A third 

possibility would be that the user would decide not to make the trip in 

which case the cost he incurs is the loss of utility which he associated 

with the ferry trip.

Determining which definition of opportunity cost is most applicable to the 

unserved marine highway demand is a difficult task, and generalizations must 

be applied. Our choice for this study was to calculate opportunity cost 

based on the third concept; i.e. that the trip would not be made and the 

loss was therefore equivalent to the utility the user would have enjoyed had 

he been able to get on the ferry. A major factor in selecting this concept, 

particularly as opposed to the 'cost of alternatives' method, was the 

absence of a clearly comparable alternative means of transport. The 

alternatives available (cruise ship, air, road) differ from the marine 

highway service in so many nonquantifiable aspects that an assessment of 

cost differences would entail substantial subjective judgments which could 

be difficult to establish and to defend.

The calculation of opportunity cost based on lost utility required an 

estimation of the value which potential users would assign to the trip. A 

base approximation of this utility is the price they would have been willing 

to pay--in this case the marine highway fare for passenger and vehicle 

trips. Accordingly, the opportunity cost associated with unserved traffic 

consists in part of the fares they would have paid had they been able to get 

on the ferry. Offsetting this opportunity cost, however, is the fact that 

the potential user can retain the monies he would otherwise have spent. (In 

our analytical process the loss associated with unpaid fares is borne by the 

marine highway.)

The fare level, however, represents only a part of the customer's lost 

utility. Assuming an elastic demand for ferry services (i.e. a sloping 

demand curve) some of the traffic demand would have been willing to pay more 

for the trip than the price set by the marine highway. In other words, they 

would assign a utility to the trip which exceeds the fare they would have to 

pay. This 'surplus' utility is also lost when a potential user cannot be 

served.



To calculate this surplus, it is necessary to know the shape of the demand 

curve, or the relationship between the price of the service and the number 

of users willing to purchase it. Since no data was available on this 

subject, we adopted a conservative hypothesis that demand for marine n.ighway 

services would fall to zero at the point where the price was equal to the 

cheapest cruise package over the same route. The average surplus per user 

is, therefore, one half the difference between the cruise price and the 

marine highway fare.

The lost surplus was calculated by multiplying average surplus by the number 

of unserved passengers under each system option, to give the net opportunity 

cost of unsatisified demand. (Annual figures were discounted to net present 

value so that they could be compared with AMH costs on a consistent basis.)

The above calculations account for the surplus associated with foregone 

passenger trips, but do not cover the surplus associated with vehicles which 

cannot be accommodated in the system. In order to estimate this lost 

vehicle-related surplus, it was assumed tnat the demand curve for vehicle 

trips has tne same slope as that of passenger trips--in otner words, that a 

proportionate increase in the price of each would lead to a proportionate 

decrease in demand. This assumption was used to calculate the average 

surplus associated with vehicle trips and hence the lost surplus as a result 

of unmet vehicle demand.

In summary, user costs under the various system alternatives were calculated

only for those potential users who could not be accommodated by the system.

Users who were either served as requested or served via diversion were

assumed to incur neither benefits nor disbenefits from a cost viewpoint.

The cost assigned to the unsatisfied demand was calculated on the basis of 

net foregone utility which was in turn approximated by the total addi:ional 

surplus utility which would have been enjoyed had demand been met by the 

system.
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To calculate this surplus, it is necessary to know the shape of the demand 

curve, or the relationship between the price of the service and the number 

of users willing to purchase it. Since no data was available on this 

subject, we adopted a conservative hypothesis that demand for marine highway 

services would fall to zero at the point where the price was equal to the 

cheapest cruise package over the same route. The average surplus per user 

is, therefore, one half the difference between the cruise price and the 

marine highway fare.

The lost surplus was calculated oy multiplying average surplus by the number 

of unserved passengers under each system option, to give tne net opportunity 

cost of unsatisified demand. (Annual figures were discounted to net present 

value so that they could be compared with AMH costs on a consistent basis.)

The above calculations account for the surplus associated with foregone 

passenger trips, but do not cover the surplus associated with vehicles which

cannot be accommodated in the system. In order to estimate this lost

vehicle-related surplus, it was assumed that the demand curve for vehicle

trips has the same slope as that of passenger trips--in other words, that a

proportionate increase in the price of each would lead to a proportionate 

decrease in demand. This assumption was used to calculate the average 

surplus associated with vehicle trips and hence the lost surplus as a result 

of unmet vehicle demand.

In summary, user costs under the various system alternatives were calculated

only for those potential users who could not be accommodated by the system.

Users who were either served as requested or served via diversion were

assumed to incur neither benefits nor disbenefits from a cost viewpoint.

The cost assigned to the unsatisfied demand was calculated on the basis of 

net foregone utility which was in turn approximated by the total additional 

surplus utility which would have been enjoyed had demand been met by the 

system.



B2 -  T R A V E L  T I M E  D I F F E R E N C E S

A second aspect of user impacts which had to be dealt with in the evaluation 

of alternatives was the level of service provided. The ma.ior significant 

differences among alternatives in terms of service quality related to travel 

time and frequency of service out of various ports.

In order to measure these differences we developed a travel time model which 

converted ferry schedules into a travel time matrix for all 0/D combinations 

in the system. The model calculated the sum of sailing time (based on a 

weighted average speed for ships operating on the route), port time, and 

waiting times. Waiting times were related to frequency of service over a 

given link and transfer requirements

The frequency-related delay time was set at one-quarter of the average 

interval between ship calls, while the delay associated with transferring 

from one vessel to another was set at 12 hours (with the exception of the 

Columbia shuttle where passengers transferring at Ketchikan were assumed to 

be delayed an average of 36 hours due to shortage of capacity on vessels out 

of Prince Rupert).

Because of differences in traffic levels, it was not possible to merely 

compute the differences in total travel time among the system options. We 

therefore segregated travel times for those routes where traffic levels 

varied and calculated the average time per passenger on those routes and 

within the balance of the system. Peak, shoulder and low travel times were 

computed separately.

The average travel times under each alternative were compared with the base 

case times to determine time saved or lost per passenger served as a result 

of the new system.

To calculate total travel time impacts of a scenario, transferred passengers 

were eliminated since they are presumed to be indifferent to the combined 

time and cost effects of transferring. The remaining passengers carried



over the various routes were multiplied by the appropriate travel time

changes to give gross time impacts (provided these passengers constituted 

part of the base demand for the system and did not represent induced

traffic), while the passengers whose demand was not met by the system were

multiplied by the change in travel time and the result deducted from gross 

impacts. This latter adjustment reflected the impact of the changed service 

level on the overall attractiveness of the voyage which the potential user 

could not take.

Finally, where new passenger traffic was induced on a particular link

because of system changes (e.g. as in the long-run Lynn alternatives), the 

total time savings accruing to the induced passengers were divided in half 

on the principle that savings to marginal users represented a lower benefit 

than those accruing to 'base demand1 users.

The annual streams of net time impacts were discounted to present value at a 

5% rate in order that they would be comparable with discounted cost figures.



B E LL IN G H A M  A S  S O U T H E R N  T ERMINUS

OF

THE A L A S K A  M A R I N E  HIGHWAY

T h e  cit y of Bellingham, t h e  Port of Be l li n g h a m  a nd the 
W h a t c o m  County Cha mb er  of C o m m er ce  are v e r y  e n t hu si as ti c in 
t h e i r  attempt to establish B e l l i n g h a m  as the southern 
t e r m in us  of the A l as ka  M a r i n e  H i g h w a y  (AMH). To this end, 
t he Port of Bellingham has a l l o t t e d  $2 m i l l i o n  of its 
c a l e n d a r  year 1988 b udget fo r te rminal in fr astructure 
construction. City staff h a s  p ro d u c e d  t w o  v i d eo s suppor ti n g 
t h e  m o v e  w hi ch  have a l r e a d y  b e e n  shown p u b l i c l y  in bot h 
A l a s k a  and Washington, and ci v ic  a nd c o m m un it y  leaders 
c o n t in ue  to be in contact w i t h  A l a s k a n  transportation, 
b usi ne ss  and govern m en t leaders.

W h e n  the current lease, h e l d  b y  the Port of Seattle, expires 
in S ep tember of 1989, B e l l i n g h a m  intends to submi t a b i d  for 
t he contract. During interim, Rep. Bette Cato and staff 
v i s i t e d  Belling ha m and spoke w i t h  i n te re s te d part ie s from 
t h e  city, port and c o m m u n i t y  of Be ll i n g h a m  re ga r d i n g  t he 
f e as ib il it y  of such a move. As a re sult of tha t trip, the 
f ol lo wi ng  report was prepared. '

1. L o c a ti on  of Terminal

B e l l i n g h a m  is pr op o si ng  t h a t  one of two sites nea r its 
d o w nt ow n  area be chos en  as t h e  future site of the southern 
t er mi n u s  of the Al aska M a r i n e  Highway. Both sites are 
l ocat ed  in ’./hatcom In te rn at io na l  S h i p p i n g  Te rminal w h i c h  is 
a d j a ce nt  to the p r e se nt  Po rt  of B e l l i n g h a m  ad mi n is tr at io n 
building. Some of the a p p r o p r i a t e  in fr as t ru ct ur e alrea d y 
exists. O th er  infrastructure such as a term in a l facility 
b u i l t  to state of A l aska specifications, w o u l d  h a v e  to be 
added. T'here is ample sp ac e a v a i l ab le  at e i th e r of these 
l oc ations for parking, storage, loading and off-loading, 
and m a ne uv e ri ng  of freight a n d  vehicles. The Port of 
B e l l i n g h a m  is a deep w a t e r  p o r t  th at  w o u l d  req ui re  no 
dredging. Port s ecurity inc lu de s t h e  c i t y  of Belli ng ha m 
police, and Port of B e l l i n g h a m  and G e o r g i a  Pac if ic  p u l p  mill 
securities.

T h e  Seattle terminus is l o c at ed  n e a r  the h e a r t  of do wn to wn  
S e at tl e w h i c h  can be a v e r y  c o n g e s t e d  area. T h e  space 
availctble for parking, storage, loading an d off-loading, and 
m a n e u v e r i n g  of freight and v e h i c l e s  is q u it e limited.
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2. T e r m i n a l  Access

N o r t h w e s t  travelers c ur re nt l y access t he A l a s k a  ferry 
t e r m i n a l  in Seattle either b y  t a x i  fr om  Sea- Ta c Inter n a­
tional Airport, or they dr iv e t h e i r  own v e h i cl es  to the 
t e r m in al  bec au se  they pla n to t a k e  t h e m  north. Cab fare for 
t he tr ip  from the airport to the S e a t t l e  ferry ranges 
b e t w e e n  $15.00 and $24.00, and t r a v e l i n g  time is 30 - 60 
minutes. Travelers p l a n ni ng  to b r i n g  t h e i r  own vehicles 
onto the ferry face limited, p a r k i n g  opportu ni ti es  and a lack 
of n e a r b y  R V  (recreational vehicle) facilities.

If t h e  t e r m i n u s  wer e to be l o c a te d in Bellingham, travelers 
f l yi ng  into Sea-Tac airport w o u l d  be ab le  to catch any one 
of 30 t w e n t y - m i n u t e  flights p er d a y  to B ellingham 
In te rn a t i o n a l  Airport at a cost of $19 o r  $44. They w o u l d  
t h e n  t a k e  a 15 minu te  cab o r  bus ride from t he Bellingham 
a i r po rt  to the Bellingham ferry terminus. Or, travelers 
flyi n g into Sea-Tac airport c o u l d  t a k e  a commercial bus from 
the a i r p o r t  to the downtown S e at tl e  b us terminal and then 
t r a n s f e r  to a another bus h e a d e d  for Bellingham. Gr ey hound 
has t h r e e  connections to B el li n g h a m  daily. One  w ay fare is 
$12.45.

T r a v e l e r s  planning to take t he i r v e h i c l e s  w i t h  them onto the 
f er ry  w o u l d  drive to Bellingham. B e l l i n g h a m  is located 86 
m i l e s  n o r t h  of Seattle and 54 m i l e s  s o u t h  of Vancouver, B.C. 
It is a c c e s s e d  by Interstate 5, and t h e  p r o p o s e d  terminal is 
a five m i n u t e  turn off of t h e  interstate. Because B e l l i n g­
ha m  h a s  h a d  mo re  of an o p p o r t u n i t y  to p l a n  for its d e v e l o p­
ment, acces s to the city is m u c h  less c o n g e s t e d  than in the 
S e a t t l e  area. City traffic is minimal, a nd par ki ng  o p p o r­
tuni t i e s  n e a r  the p roposed site a r e  abundant. Nearby R V  
f ac il i t i e s  already exist, a n d  on site R V  facilities have 
b e e n  i ncluded in the d ev el o p m e n t  plan.

F or t r a v e l e r s  concluding t h e i r  t r i p  at the southern t e r m i­
nus,
the p r o c e d u r e  w ould be reversed.

3. C o s t  Comparison.

B e l l i n g h a m  is located 80 nau ti ca l  m i l e s  n or th  of Seattle. 
Th i s t ra ns l a t e s  into a savings of r o u g h l y  4-6 hours of 
t r a v e l i n g  time in o ne direction. As P u g e t  So un d becomes 
m o r e  congested, the time savings m a y  b e c o m e  even greater. 
Less d i s t a n c e  traveled means less fuel consumed, and at an 
a v e r a g e  of 21 gallons of fuel b u r n e d  p e r  nautical mile, over
3,000 gal lo ns  of fuel per t r i p  c o u l d  b e  saved if the 
t e r m i n a l  w a s  located in Bellingham. Less distance tr av el ed  
w o u l d  al so  m e a n  less wea r a n d  t e a r  on equipment.

S a l a r y  savings w o ul d be r e a l iz ed  o n l y  if the shorter d i s­
tan c e  to Be l li ng ha m resulted in t h e  s hip's completing its
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overall tri p in less time, and onl y if l a b o r  contracts could 
be n e g o t i a t e d  to include a shorter w o r k  week. No salary 
savings w o u l d  be realized if the  over a ll  tr ip  t o o k  the same 
amou nt  o f  t i m e  b e c a u s e  the crew is p a i d  t h e  same regardless 
of w h e t h e r  t h e  ship is in por t o r  on t h e  water. Since 
J u n e a u  a nd K e t c h i k a n  are the only p o i n t s  at w h i c h  cr ew  can 
b e g i n  a n d  end their w o r k  weeks, th ey  w o u l d  still be c o n­
sidered  to b e  at w o r k  when the ship w a s  d o c k e d  in 
Bellingham.

The s ta te  of A l a s k a  currently pays t h e  Por t of Seattle $6.00 
for e v e r y  p a s s e n g e r  up to 40,000 p a s s e n g e r s  th at  e i t h e r  gets 
on o r  o ff the  ferry p e r  year in Seattle. Th is  agreement 
resu lt s in a m a x i m u m  amount paya bl e p e r  y e a r  to t he Port of 
S e a t t l e  of $240,000. In FY'87, 34,374 p a s s e n g e r s  were 
b i l l e d  t o  the state b y  the Port of S e a t t l e  at a cost to the 
state of $206,244.

R a t h e r  t h a n  b i d  a fixed fee per p a s s e n g e r  up to a m a x i m u m  
cap, the Port of Bellingham is p l a n n i n g  t o  prop os e a sliding 
fee s c a l e  w h i c h  w o u l d  be tied into m e e t i n g  cert ai n goals of 
p a s s e n g e r  and freight. In other words, t h e  m o r e  passengers 
and freight t h at  m o v e d  through Bellingham, t he h ig h er  the 
fee r e c e i v e d  b y  Bellingham, but b e c a u s e  t he re  w o u l d  be no 
cap on t h e  n u m b e r  of passengers for w h i c h  Belli ng ha m would 
be paid, the incentive wo ul d be t h e r e  f or Belli ng ha m  to draw 
as m a n y  p a s s e n g e r s  as possible. S in c e t h e r e  w o u l d  be no 
cap, the incentive for Belling ha m to d r a w  additional 
p a s s e n g e r s  c ou l d u l ti ma t el y result in additi on al  reve nu e for 
the s ta te  of Alaska. As it c u r r e n t l y  stands, t here is no 
i n c e nt iv e  for the Port of Sea tt le  to s e r vi ce  more than
40,000 passengers.

A t  this point, it is n ot clear w h e t h e r  o r  not there w o u l d  be 
a cost s a v i ng s in freight if the  t e r m i n u s  w er e to be located 
in Bellingham. A l t h ou g h freight c o u l d  b e  t r a ns po rt ed  to and 
from S e a t t l e  in less time on I nt e rs t a t e  5 th an  it co u ld  be 
t r a n s p o r t e d  b y  ferry, the time s a vi ng s  m a y  b e  o ve rr id de n  by 
the i n c r e as e d transpo rt a ti on  costs of t r u c k i n g  freight to a 
cent ra l c on s ol i d a t i o n  area w h i c h  is d o n e  in order to 
c o n s o l i d a t e  ferry freight w i t h  o t h e r  f r ei gh t in t!ie area for 
the p u r p o s e  o f  long distance tr ansporting. For instance, 
L y nd en  Transport, Incorporated, a m a j o r  s h i p p e r  to Al aska 
v i a  t h e  A l a s k a  M a ri ne  Highway System, c u r r e n t l y  transports 
its f r e ig ht  from t he Seat tl e ferry t e r m i n a l  to Kent, a 
s uburb of Seattle, where it is t h e n  c o n s o l i d a t e d  w i t h  other 
LTI freight. Since the distance fr om  B e l l i n g h a m  t o  Kent is 
g r e a t e r  t h a n  the distance from S e a t t l e  t o  Kent, it may at 
first a p p e a r  t here w o ul d be no cost s a v i n g s  a ssociated with 
the m o v e  and, in fact, it m a y  a p p e a r  t h a t  the shipping costs 
w o u l d  be h i g h e r  because of the a d d i t i o n a l  tru ck in g costs. 
However, t h e r e  are man y var ia bl es  i n h e r e n t  in this issue 
i n c l ud in g  b ut not limited to w h a t e v e r  o f f e r  is m a d e  to 
s hippers b y  t h e  Port of Be ll in g h a m  s h o u l d  Bellin gh a m be 
su cc es s f u l  in its bid for t h e  s o u t h e r n  terminus. It is also
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not cl e ar  if the A M H  would lower its s h i p p i n g  r at es  in 
r e sponse to t h e  fact that the trip t o  a n d  f r o m  B e l l i n g h a m  is 
shorter. However, Lynden Transport, Inc., in a l e tt er  sent 
to the  C o m m i s s i o n e r  Hickey of the A l a s k a  Dept, of T r a n s p o r­
tation and P ublic Facilities, has stat ed  t h a t  it w o u l d  
support any m o v e  b y  the ferry that w o u l d  impr ov e  services 
and reduce costs t o  its customers in s o u t h e a s t e r n  Alaska.

4. Special A t t r ac ti on s

Seattle a nd Belli ng ha m  both have m u c h  to o f f e r  t h e  Nor t hw es t 
traveler.

Belli n gh am  is a grow in g community of 50,000 p e o p l e  located 
on the Insid e Passage. Bellingham Bay is to t h e  w e s t  and 
the be a ut if ul  Nor th er n Cascade Mo un ta in s are t o  t h e  east. 
M a j o r  ind u st ry  in the area includes agriculture, commercial 
fishing, forestry, manufacturing and recreation. It is home 
of the famous "From Ski to Sea in 60 M i n u t e s "  race, as v/ell 
as sport fishing, scuba diving, beach combing, sailing, 
camping and hiking. It is home of W e s t e r n  W a s h i n g t o n  
University. Temperatures range from 3 0 - 7 4  d e g re es  
F a hr en he it  w i t h  an average of 49 degrees, and rainfall 
averages 34 inches. A  world trade c e n t e r  and a regional 
s hopping c e n t e r  are currently in the p r o c e s s  of b e i n g  built.

In add it io n t o  its many tourist attractions, W h a t c o m  County 
is h o s t  to four foreign trade zones. Beca us e  of t h e  special 
t ax e xe mp ti on s  afforded these areas, m u c h  n e w  b u s i n e s s  has 
be en  a t t r ac te d to the area. The trade zones s h o u l d  provide 
a p o s i t iv e p o s i t i o n  within the international m a r k e t  place 
for W h a t c o m  County. Bellingham is an i m p o r t a n t  re g io na l and 
t r an sp o r t a t i o n  hub without the co ng es t i o n  of P u g e t  Sound.

S eattle is als o an attractive d es ti na ti on  for n o r t h w e s t  
travelers. Its m a n y  well-known attrib ut es  i n c lu de  Pike 
Place Market, the Seattle Aquarium, n u m e r o u s  fine 
restaurants, the theater, the Kingdome, the U n i v e r s i t y  of 
W a s h i n g t o n  and o th er  respected u ni ve r s i t i e s  a n d  colleges, 
excellent saili n g opportunities, etc.

Th e p oi nt  is, both locations have m u c h  to o f f e r  t h e  t r aveler 
interested in extending his or h e r  v a c a t i o n  b e y o n d  the ferry 
ride. T h e  di ff er e n c e  is, the Port of B e l l i n g h a m  p la ns  to 
m a r k e t  t h e s e  at tractions to potential p a s s e n g e r s  should it 
b ecom e t h e  southern terminus of the ferry system.

5. M a r ke t Develo pm e nt

W h a t c o m  C o u n t y  already hosts more v i s i t o r s  from outside the 
state th an  a ny o th e r county in Washington. U s i n g  the theme 
"The Last G r e a t  M ar in e Adventure" and e x p a n d i n g  the services
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a va il ab le  to passengers, civic leaders p l a n  to d r a w  even 
m o r e  v isitors to t he ir  c ou n ty  b y  a c t i ve ly  r e c r u i t i n g  
passen ge rs  to the A laska M a r i n e  Highway. Plans are to 
t arget Canada as well as t h e  U n i t e d  States. Ideas for 
e x pa nd in g and improving service to A M H  p a s s e n g e r s  vi a the 
Port of B el li n gh am  include allowing p a s s e n g e r s  t o  b o o k  on 
shore reservations b y  computer w h il e still o n  b o a r d  t he 
ferry, u s i n g  c om puters to suggest trips and m a p  r o u te s  for 
p asseng er s to u se once they h i t  the shore, a n d  the 
convenient, on shore a v a il a bi li ty  of t ax e x e m p t  cards for 
r es idents of the state of Alaska.

6. Summary

Intent language inserted in Alaska's FY'88 o p e r a t i n g  b u dg et  
stated: "It is the l egislature's intent that t h e  Department
[of Tr an s po rt at io n a nd Public Facilities] s t ud y  the 
potential cost savings of u s i n g  Be l li n g h a m  as t he southern 
terminus of the A la s ka  M ar in e H i g h w a y  System. T h e  study 
should examine fuel savings, more e f f i ci en t  u s e  of vessels, 
labor savings, lease savings, and t he r e l a t i v e  q u a l i t y  of 
p a s s en g er  facilities w h i c h  m ig h t be o f f e re d  in B e l l i n g h a m  as 
com pa re d co Seattle. The s tudy should b e  s u b m i t t e d  to the 
legislature no later tha n De c em be r 1, 1987."

The Department of T r a n s p or t at io n and P ub li c F a c i l i t i e s  is 
c ur re nt ly  in the proc e ss  of co mp i li ng  its i n t e r i m  study. 
W hi le  cost saving factors ha v e y e t  t o  b e  determined, 
locating the southern te rminus of t h e  A l a s k a  fe rr y sy stem in 
Belli ng ha m will gi ve  the A l a sk a  M a r i n e  H i g h w a y  a m u c h  more 
visi bl e profile. Because it w o u l d  b e  one of t h e  b i g g e s t  
fishes in a little pond, t he city a nd Po rt  of B e l l i n g h a m  and 
the W h a t c o m  C ounty Chamber of Com me rc e are w i l l i n g  to 
develop the terminus t o  the fullest m a r k e t i n g  e xt e nt  
possible. T he ir  c o op er at io n  is impressive. T h e y  are eager 
to w o r k  w i t h  the state of A l a s k a  in or de r to f u r t h e r  their 
goals. The y are w i l l i n g  to address w h a t e v e r  q u e s t i o n s  and 
concerns m ay a ri se  re garding the re lo c a t i o n  a n d  t h e y  are 
d et er mi ne d to m a k e  t h e i r  d r e a m  a reality. T h e y  w a n t  to work 
w i t h  the state of A la sk a  in order to e x pa nd  r e cr e a t i o n a l  
opportunities, e s pe ci al ly  for the R V  traveler. T h e  c o m m u­
nity of B el li n g h a m  w o u l d  like to d e v e l o p  a p a r t n e r s h i p  with 
the state of A l a s k a  that extends b e y o n d  t h e  A l a s k a  Marin e 
Highway.
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Assumptions

• No change in traffic level
• No change in tariffs
• Present labor agreements
• Quality of facilities at Bellingham and Seattle are equivalent
• Continuing public mandate for Puget Sound Service





Comparison of Fuel Savings

FUEL SAVINGS AT BELLINGHAM
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Impact on Labor cost of non-7-day route cycles
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Lease savings & relative quality of passenger facilities offered by BEL vs. SEA

• Advantages to Bellingham
• Shorter trip distance

• Potential travel time savings
• Potential fuel savings
• Potential additional service capability
• Minimizes risk of premium pay on existing schedules
• Permits increased time at Alaskan ports

• Bellingham has allocated $2,000,000 to terminal site improvements
• Dockside fueling permissible
• Aggressive port marketing effort

• Disadvantages to Bellingham
• Lower stewards revenue
• No existing terminal at Bellingham
• Use conflicts at Bellingham

• Dockface use



Lease savings & relative quality of passenger facilities offered by BEL vs. SEA (cont'd)

• Parking & staging area use
• Warehousing space would have to be acquired
• All operational requirements would have to be established
• Additional travel required to reach Seattle area
• Initial pilotage costs
• Cost of ro-establishing goodwill at new location
• Cost and timeliness of supplies delivered to new location
• Relocation expense
• Employee impacts

• Other issues related to Bellingham not yet resolved
• Fueling time and cost
• Longshoring cost
• Bellingham head taxes
• Bellingham facility lease costs
• Impacts to commercial users



   ■    ■   — . ...   - - -

Lease savings & relative quality of passenger facilities offered by BEL vs. SEA (cont’d)

• Impacts to "walk-on" traffic
• Advantages to Seattle

• Presently functional facility
• Immediate access to Seattle area
• Established location with "good will" developed

• Disadvantages to Seattle
• Structural deficiencies (some being corrected)
• Aging facility is becoming less attractive
• Terminal location is in a congested traffic area
• Parking & staging area expansion limited
• No dockside fueling capability

• Other issues related to Seattle not yet resolved
• Head taxes under a new lease
• Facility lease costs under a new lease



Conclusions

• Both Seattle and Bellingham appear to be acceptable southern terminus locations
• Methods of resolving outstanding issues:

• Requests for proposals
• Direct negotiations

• Public input will be solicited through the AMHS Advisory Board
• Key factors in the port selection decision:

• The quality and cost of the facilities to be provided
• Users preferences
• Reasonable resolution of issues relating to commercial users and "walk-ons"
• Decision to be made by late summer or early fall 1988



THE FOLLOWING PAGES WERE TREATED AS 

A UNIT IN THE ORIGINAL FILE.



O V E R V I E W  O F  H O U S E  BILL 62

T h e  p u r p o s e  of the A c t  is to e s t a b l i s h  an a u t h o r i t y  for the 
o peration, management, p l a n n i n g  a n d  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  w i t h  a legal e x i s t e n c e  
i n d e p e n d e n t  of and separate from the s t a t e  government.

T h e  a u t h o r i t y  consists of a seven m e m b e r  b o a r d  a p p o i n t e d  by 
the Governor. T h e  A u t h o r i t y  is a p u b l i c  c o r p o r a t i o n  of the 
s tate a nd is an i n strumentali ty of the s t a t e  D.O.T. BUT has a 
legal e x i s t e n c e  independent of a n d  s e p a r a t e  from the state.

The d i r e c t o r s  serve at the p l e a s u r e  of t h e  G o v e r n o r  for four 
y e a r  terms. The dir ectors receive no c o m p e n s a t i o n  b u t  are 
e n t i t l e d  to travel and p e r  d i e m  e x p e n s e s  a u t h o r i z e d  b y  law for 
s t a t e  b o a r d s  and commissions.

T he A u t h o r i t y  shall empl oy an e x e c u t i v e  d i r e c t o r  w h o  is
r e s p o n s i b l e  for selecting and e m p l o y i n g  a d d i t i o n a l  staff as
n ecessary.

T h e  A u t h o r i t y  m a y  adopt and enforce b y - l a w s  a n d  r e gulatio ns 
for the c o n d u c t  of its business a n d  for t h e  u s e  of its 
s e r v i c e s  and facilities.

It is a s s u m e d  the A u t h o r i t y  w o u l d  u t i l i z e  t h e  S t a t e  A c c o u n t i n g  
S y s t e m  w h e r e  possible.

T h e  f o l l o w i n g  a ss umptions are made:

1. T h e  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 ' s  t i m e  a n d  attendance,
p e r s o n n e l  and ac coun t i n g  syst ems w o u l d  i n t e r f a c e  the 
e x i s t i n g  S t a t e  systems a nd be compatible.

2. T h e r e  w o u l d  b e  an annual a p p r o p r i a t i o n  for, full o p e r a t i n g  
c o s t s  of the a u t h o r i t y  e a c h  y e a r  t h a t  w o u l d  b e  m a d e  up of 
e x p e c t e d  revenue, i.e. p r o g r a m  r e c e i p t s  a n d  a g e n e r a l  fund 
s u b s i d y  to c o v e r  t h e  remainder.

3. T h e  a u t h o r i t y  w o u l d  c o n tin ue to use:

a. S t a t e  owned offic e b u i l d i n g s
b. T h e  S t a t e  Mail  S y s t e m
c. T h e  state equ ipment fleet
d. The stat ewide p u r c h a s i n g  c o n t r a c t s
e. S h a r e  c o m m u ni cations lines
f. Insurance, bonding, etc. as n o w  s u p p l i e d
g. Legal service from t h e  A t t o r n e y  G e n e r a l ' s  o ffice

4. T h e  D i r e c t o r s  of t h e  A u t h o r i t y  w o u l d  m e e t  a n  a v e r a g e  of 
L i ix a t s  u a y s  u e c  ja o n id i  u c  t i i i r L y  S x a  d a y s  uts-C y « a z .

5. A d m i n i s t r a t i v e  support w o u l d  b e  p r o v i d e d  to t h e  3 o a r d  of 
D i r e c t o r s  from t h e i r  e x i s t i n g  staff
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IN T H E  H O U S E  BY C A T O

H O U S E  3 I L L  NO. 62 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A S K A  

F I F 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  

A  3 I L L

F o r  an A ct e n t i tled: " An A c t  r e l a t i n g  to f e rries a n d  f e r r y  t e r m i n a l s  and

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 . "

3E IT E N A C T E D  3Y  T H E  L E G I S L A T U R E  OF  T HE S T A T E  O F  A L A SKA:

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

a u t h o r i t y  for the op e r a t i o n ,  m a n a g e m e n t ,  pl a n n i n g ,  a n d  c o n s t r u c t i o n  of 

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  w i t h  a l e gal e x i s t e n c e  i n d e p e n d e n t  

of a nd s e p a r a t e  from the s t a t e  g o v 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  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 ,  a nd c o n s t r u c t i o n  of 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.

* 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 G H W A Y  A U T H O R I T Y .

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 S A T I O N .

Sec. 19.70.010. 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 .  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 .  T he a u t h o r i t y  is a p u b l i c  

c o r p o r a t i o n  of the state. T he c o r p o r a t i o n  is an i n s t r u m e n t a l i t y  of 

the s t a t e  m  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  F a c i l i t i e s  

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 a n d  s e p a r a t e  f r o m  she s t a t e  

a nd 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. 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  

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

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  i n d u s t r y ,  a 

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 u s t r y , and four m e m b e r s  of the p u b l i c  

- o n r o 5o . v ;:.t, regitr.t t a r r e d  by the m a r i n e  h i 6h w a y  as follows: one
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THE A L A S K A  M ARINE H I GHW AY S YS TEM

It is g e n e r a l l y  a c k n o w l e d g e d  that chan ges are r e q u i r e d  in the 
A l ask a M a r i n e  H i g h w a y  System.

In order to m a k e  these changes we need to i d e ntify  w h a t  the 
areas of c o n c e r n  tire:

ARE THEY:

1. R e v e n u e  s hortf a l l s  - A r e  revenues g e n e r a t e d  adequate?
Does AMHS c o n t i n u e  to h o l d  it's 
share of the m a rket?
A r e  m a n a g e m e n t  d e c i s i o n s  d r a m a t i c a l l y  
a f f e cting the r e v n e u e  pictu r e ?
W h a t  can be done to i n c rea se r e v e n u e s  
O R  d e c rease expe nses?

2. Services? a. P r o posed cuts in services
b. lack of ade quate serv ices to

a c c o m m o d a t e  i n-state t r a n s p o r t a t i o n  needs

Is the schedu l i n g  of ferries c o n v e n i e n t  
and a d e qu ate to m e e t  the ne eds of the 
r e s i d e n t s  of the c o m m u n i t i e s  it serves?

Is th e M a r i n e  H i g h w a y  b e i n g  m a r k e t e d  
properl y?

i s  the d e p a r t m e n t  t op h e a v y / b o t t o m  h eavy? 
W h e n  cuts to AMHS b u d g e t  are made, are 
these cuts a b s o rbed in p e r s o n n e l  and 
in services?

A r e  m a n a g e m e n t  d e c i s i o n s  for AMH S m a d e  
af t e r  extensi ve c o n s i d e r a t i o n  of the 
alternatives?
Is a d e quate time spent w o r k i n g  t o w a r d  
improving AMHS?
Does m a n a g e m e n t  have  r e p r e s e n t a t i o n  from 
the v a rio us aspects of the i n d u s t r y  to 
enable  well r e s e a r c h e d  d e c i s i o n s  to be 
made?
What could help improve and e x p a n d  the 
d e c i s i o n  m a k i n g  process?
S hould de cisions for A M H S  be m a d e  by 
by DOT m anagement?

3. S c h e d u l i n g  -

4. M a r k e t i n g

5. Personnel

6. M a n a g e m e n t  -
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S U M M E R  S C H E D U L I N G  - AMHS

V e s s e l s  s e r v i c i n g  the North and Southb ound runs

M a l a s p i n a

Taku

M a t a n u s k a  -

M onday and T h u rsday services from Prince 
Rupert to Skagway via Ketchikan, Wrangell 
Petersbury, Juneau, Haines

Sunday and T u e s day services from Prince 
R upert to Skag way vai Ketchikan, Wrangell 
Petersbury, Juneau, Haines

Tu esday service Seattle to S k a g w a y  via 
Ketchikan, Wrangell, Petersbury, Juneau 
Haines

C o l u m b i a Friday service from Seattle to Skagway via 
Ketchikan, Wrangell, Petersburg, Juneau  
Haines

************************************** * *

Le C o n t e  - M o n d a y  service leaves Peters b u r g  to S k agway via 
Kake, Sitka, Angoon, Tenekee, Hoonah, Juneau, 
Haines

T h u r s d a y  service Pelican to H aines via Hoonah 
and J u neau

Au r o r a  - Monday, Tuesday, Thursday, S a t u r d a y  and Sunday 
services from Ketchikan to Hollis

Friday service from H yd er to H ollis via 
Ketchikan

T u s t u m e n a  - Provides continual service b e t w e e n  Seward,
Kodiak, Seldovia, H o m e r  and Port Lions. 
Provides summer service b e t w e e n  Valdez and 
Cordova

B a r t l e t t  - Sails on a dail y basis to p r o vide services 
between the ports of Valdez, W h i t t i e r  and 
Cordova in summer.



T h e  n e w  FY 88 b u d g e t  for AMHS pro poses the f o l l o wing cuts:

a. R e d u c e  M a l a s p i n a  service b y  four m o n t h s

b. R e d u c e  T a k u  service by six m onth s

c. C o l u m b i a  lay up p l anned  for 6 m onths

d. S c h e d u l e d  service lay up of all v e ssels

T h i s  w i l l  m e a n  only the M a t a nuska will o p e rate y e a r  round 
on t h i s  n o r t h  and so uthbound run. As a resul t of these 
r e d u c t i o n s  in service and layups 164 crew m e m b e r s  will be 
impacted

********************************

S e r v i c e  to P ri nce of W a l e s  Island and S o u t heast commu n i t i e s

a. R e d u c e  the A u r o r a  serv ice by four m o n t h s  r e s u l t i n g  in a
s i n g l e  feeder vessel service in S o u t heast for eight m o n ths 
of the y e a r  v ersus  the current four m o n t h  period.
The Le C o n t e  w o u l d  b e  the single feeder vessel.
The C h i l k a t  w o u l d  increase service by four m o n t h s  to 
s u p p l e m e n t  service b e t w e e n  K e t c hikan and Prince of Wales 
Island.

*******************************•>*

S e r v i c e  to S o u t h w e s t  s y stem

a. R e d u c e  t h e  Bartlett  service b y  six months. T h e  Tu stu m e n a  
will p r o v i d e  service for the entire S o u t h w e s t  system. 
S e r v i c e s  b e t w e e n  Cord ova and Valdez in w i n t e r  w o u l d  not 
be a v a i l a b l e  for 2 m o nths b e cause the B a r tlett w o u l d  be 
in lay up and the T u s t um ena w o u l d  be in for s ervincing

*************************************



O V E R V I E W  O F  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

U n d e r the d i r e c t i o n  and s u p e r v i si o n  of H o u s e  T r a n s p o r t a t i o n  

Chairman, R e p r e s e n t a t i v e  Bette Cato, H o u se  T r a n s p o r t a t i o n  C o m m i t t e e  

staff, R h o n d a  C a r g i l l  and W e n d y  C h a m b e r l a i n  a t t e n d e d  the A l a s k a  

M a r i n e  H i g h w a y  A d v i s o r y  Board Meeting. A  m e e t i n g  was als o  held 

w i t h  D e p u t y  C o m m i s s i o n e r  Joe Camp w h o  p r o v i d e d  a great d eal of 

i n f o r m a t i o n  to the Chairman. T h i s  is an o v e r v i e w  of those 

m eetings. D u e  to the C h ai r m a n ' s  strong in t erest in the M a r i n e  

H i g h w a y  S y s t e m  this report also includes i n f o r m a t i o n  on areas 

researched, and answers to que s t io n s  asked by the Chairman.

On F r i d a y  August 12th, 1985 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  

A d v i s o r y  Board had its' first m e e t i n g  w i t h  A l a s k a  M a r i n e  Highway. 

A p p r o x i m a t e l y  2 y ears ago the G o v e r n o r  a p p o i n t e d  m e m b e r s  to a 

M a r i n e  H i g h w a y  T a s k  Force. The T a s k  force w o r k  e n d e d  a f t e r  

c o m p l e t i o n  of the T a s k  Force Re p o r t  w h i c h  i n c luded 139 

r e c o mm endations.

The S o u t h e a s t  C o n f e r e n c e  Board of D irectors, c o m p r i s e d of sou t h e a s t 

d i s t r i c t  r e pr e s e n t a t iv e s ,  s o u theast l e gi s lators, and s o u t h e a s t  

c o m m u n i t y  ma y o r s  w r o t e  to the G o v e r n o r  and 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  r e q u e s t i n g  the task force be c o n t i n u e d  as an ac t i v e  

b o a r d  and be expanded to include r e p r e s e n t a t i o n  fro m e a c h  m a r i n e  

h i g h w a y  "user" community. This w o u l d  insure o n g o i n g  c o m m u n i c a t i o n  

b e t w e e n  the S tate a d m i n i s t r a t i o n  and the pe op l e  of A l a s k a  s e r viced 

by the ferry system.

A l t h o u g h  the task force wa s  disbanded, C o m m i s s i o n e r  K n a p p  felt that 

the S o u t h e a st  C o n f e r e n c e  p r o vided a m e c h a n i s m  for input and 

r e c o m m e n d a t i o n s  from m a n y  of the s o u t h e as t  c o m m u nities, and h e n c e  

the S o u t h e a s t  C o n f e r e n c e  app o i n t e d  r e p r e s e n t a t i v e s  f rom e ach of the 

c o m m u n i t i e s  to serve on the A l a s k a  M a r i n e  H i g h w a y  A d v i s o r y  Board.

The A d v i s o r y  Board p lans to meet w i t h  M a r i n e  H i g h w a y  on a q u a r t e r l y  

basis. As this was the first m e e t i n g  an o v e r v i e w  of M a r i n e  H i g h w a y  

was g i v e n  by C o m m i s s i o n e r  K napp and D e p u t y  C o m m i s s i o n e r  Camp.

As this o v e r v i e w  of M a r i n e  H i g h w a y  is b e i n g  done in Augu st ,  1985

it m a y  be n e c e s s a r y  to u pd a t e  this report to reflect any

u n a n t i c i p a t e d  changes mad e  by Ma r i n e H i g h w a y  d u r i n g  the next few 

months. I n f o r m a t i o n g a th e r e d  from m o n i t o r i n g  and o v e r s i g h t  of AMHS  

by the C h a i r m a n  and staff w i l l  also be updated.

A L A S K A  M A R I N E  H I G H W A Y  REP O R T  

P e r s o n n e l

C o m m i s s i o n e r  of DO T  - Rich a r d  Knapp 

Dep ut y  C o m m i s s i o n e r  - Joe Camp

Th e r e  are 725 p e r s o n s  w i t h  M ar i n e  H ig h w a y  w h o  w o r k  afloat.

155 p e r s o n s  w o r k  ashore

Du r i n g  the past s u m m e r  there w e r e  850 v e s s e l  e m p lo y e e s  r e q u i r e d  to 

fill 331 job s  per w e e k  on all vessels. C o n s i d e r i n g  two c r e w s  that 

totals 662 perm a n e n t  jobs  w i t h  188 relief pers o n s  to fill in. 

D e s p i t e  this there wer e  times whe n  there w e r e  not e n o u g h  p e r s o n n e l  

to d i s p a t c h  to cover all p o s i t i o n s  on vessels. S ick leave and 

v a c a t i o n  leave taken by emp l oy e e s  a c c o u n t e d  for a large p o r t i o n  of 
the p e r s o n n e l  shortage.



Mos t  of the p e r s o n n e l  for M a r i n e  H i g h w a y  are u nder u n i o n  agreement. 

N e w  c o n t r a c t s  w e r e  r ec e n t l y  agreed upon, t hese c o n t r a c t s  are in 

ef f e c t  u n t i l  1988.

O v e r  90% of u n l i c e n s e d  p er s o n n e l  are A l a s k a n  res i d e n t s

Ove r  50% of the masters, m at e s  and pi l ot s  are Al a s k a n  r e s i d e n t s

U n d e r  50% of the e n g i n e e r s are Al a s k a n  r e s i d e n t s

64% of the M a r i n e  H i g h w a y ' s  total o p e r a t i n g  budget is for p e r s o n n e l  

s e r v i c e s  costs and b en e f i t s  for employees.

D u r i n g  the past s e v e r a l  m o n t h s  v a r i o u s  " l e t t e rs  to the e d i t o r "  have 

a p p e a r e d  in local n e w s p a p e r s  d r a w i n g  a t t e n t i o n  to the h i g h  s a l a r ie s  

earned by M a ri n e  H i g h w a y  m anagement. T h e  figures p r e s e n t e d  by 

D e p u t y  C o m m i s s i o n e r  Joe Camp and those o u t l i n e d  in the 

A l a s k a  M a r i n e  H i g h w a y  bu dg e t  indicate the following:

21% of as h o r e  M a r i n e  H i g h w a y  p e r s o n n e l  ear n  o v e r  $ 4 0 , 00 0 / y e a r  

32% of afloat M a r i n e  H i g h w a y  p e r s o n n e l  ear n  ove r  $ 4 0 , 0 0 0 / y e a r

A l a s k a  M a r i n e  H i g h w a y  has r e c e n t l y  reached an a c c e p t a b l e  a g r e e m e n t  

w i t h  the M a r i n e  E n g i n e e r s  B e n e f i c i a l  A s s o c i a t i o n  on the local hire 

of e n g i n e er s ,  t h e refore the p e r c e n t a g e  of A l a s k a  hire of e n g i n e e r s  

sh o u l d  increase.

V e s s e l  I n f o rm a t i o n

Th e  A l a s k a  M a r i n e  H i g h w a y  c u r r e n t l y  has nine v e s s e l s  in o peration. 

T h e s e  include:

M / V  C h i lk a t  - the o r i g i n a l  ship of the A l a s k a  M a r i n e  H i g h w a y  

She wa s  a c q ui r e d  in 1959 and services the S o u t he a s t  Panhandle.

M / V  M a l a s p i n a  - b uilt in 1963, r e novated in 1972 she s e r v i c e s 

N o r t h b o u n d  and S o u t h b o u n d  areas

M / V  M a t a n u s k a  - built in 1963, r e n o v a t e d  in 1978 she s er vices 

N o r t h b o u n d  and S o u t h b o u n d  areas

M / V  T a k  - b uilt in 1963, r e n ovated in 1981, s e r v ic e s  n o r t h b o u n d  

and s o u t h b o u n d  ports.

M / V  T u s t u m e n a  - b u i l t  in 1964, ren o v a te d  m  1969, s e r vices 

Seldovia, Homer, Port L ions and Kodiak.

M / V  B a r tlett - la u n c h e d  in 1968 she s e r v i c es  Cordova, Val de z  and 

Whittier.

M / V  C o l u m b i a  - She is the largest of A l a s k a ' s  ferries and was 

la u n c h e d  in 1973.

M / V  L e C o n t e  - La u n c h e d  in 1973 se r v i c i n g  the N o r t h e r n  Panhandle.



P l a n s  f o r  t h e  f u t u r e  f o r  v e s s e l s

As the M / V  Chilkat is the ol d e s t  vessel, the M a r i n e  H i g h w a y  plans 

to retire the M / V  C h i l k a t  in the su m m er  of 1986. She w i l l  stay  in 

r eser v e  for emergencies.

T h e r e  is c u r r e n t l y  a m a s t e r p l a n  b e i n g  d e v e l o p e d  for the A l a s k a  

Ma r i n e  H i g h w a y  a draft of w h i c h  sh o u ld  be a v a i l a b l e  for the next 

l e g i s l a t i v e session. T h i s  pla n w i l l  incl u d e  a report on fast 

ferries.

H o p e f u l l y  these fast ferries w i l l  p r o v id e  a c o m f ortable, cost 

ef f e c t i v e and ef f i c i en t  a l t e r n a t i v e  for v a r i o u s  s o utheast 

communities.

The M a r i n e  H i g h w a y  plans to request funds for the p u r c h a s e  of fast 

ferries in their FY 87 budget. (Federal and State)

P r e l i m i n a r y  est i m a t es  sho w the cost of the fast ferry to be b e t w e e n  

2-3 m i l l i o n  dollars.

F u r t h e r  i n f o r m a t io n  on these ferries w i l l  be a v a i l a b l e  w h e n  the 

m a s t e r p l a n  is completed.

The T u s t a m e n a  r e q u i r e s m a j o r  p a s s e n g e r  r e f u rbishing. A recent 

survey showed a lot of lif e  left in the hull of the T u s t a m e n a  and 

t h e refore the A l a s k a  M a r i n e  H i g h w a y s  plans to r e q u e s t  r e f u r b i s h i n g  

funds for the T u s t a m e n a  in the F Y  1988 budget. (Fed. & State)

Currently, each v e s s e l  is laid up for repa ir s  annually. T h e s e  

routine repairs and m a i n t a n e n c e  can u s u a l l y  be c o m p l e t e d  in 30 

days. A l a s k a  M ar i n e  H i g h w a y  has r e c e i v e d a g reat d eal of p u b l i c i t y  

over the recent la y i n g  up of the Colombia. It is a n t i c i p a t e d  that 

the C o l o m b i a  w i l l  be in dead ship lay up in Seat t l e  until at least 

M a r c h 1, 1986. The m a i n t a n e n c e  w o r k  on the C o l o m o i a  is b e i n g  done 

in Seattle, this in itself has crea te d  a g reat deal of c o nt r oversy, 

p a r t i c u l a r l y  a m o n g  M a r i n e  H i g h w a y  employees.

The d e c i s i o n  to p l a c e  the C o l o m b i a  in dead ship lay up w a s  mad e  

beca u s e  of reve n u e shortfalls. It costs a p p r o x i m a t e l y  $ 9 0 , 0 0 0  m o r e  

per run to sail the C o l o m b i a  as c o m p a r e d  to the o ther v e s s e l s  that 

compl e t e  the same run. Th e  m a i n t e n a n c e  c o n tract was a w a r d e d  to a 

S eattle firm beca u se  it w a s  c o n s i d e r a b l y  less e x p e n s i v e  and b e c a u s e  

no f a c i li t i e s  are c u r r e n t l y  a v a i l a b l e  in A l a s k a  to a l l o w  for ships 

to be laid up for a long pe r i o d of time. It is a n t i c i p a t ' d  that 

next yea r  the K e t c h i k a n  f ac ility w i l l  be c o m p l e t e d  and ship lay up 

w il l  then be done in Ketch i k a n ,  however, at the prese n t  time the 

a d d i t i o n a l cost of lay i n g  a ship up in the st a t e  of A l a s k a  m a k e s  

this unfeasible.

The plan for b r i n g i n g  the C o l o m b i a  out of lay up and the e x p e n s es  

and c o n s i d e r a t i o n s  for the lay up are e x p l a in e d  f ully in the b u d g e t  

section.

M a r i ne  H i g h w a y  w o u ld  also like to i n c r ea s e  the n u m b e r  of ocean 

g oing v e s s e l s  they have available. C u r r e n t l y  o n l y  the T u s t a m e n a  is 

able to m a k e  runs to the A l e u t i a n  chain or an y  o th e r  "oce a n "  areas.



F u t u r e  p l a n s  f o r  t e r m i n a l s  a n d  f a c i l i t i e s

A l a s k a  M a r i n e  H i g h w a y  r e c e n t l y  reached an agr e e me n t  w i t h  C a n a d a  on 

the use of the Trince Rupert facility. In the near future a 5 year  

l ease w i l l  be signed for the f a c i l i t y  w i t h  o p t i o n s  to r e n e w  every 

five y e ar s  for the next 20 years.

In June this year M a r i n e  H i g h w a y  b e g a n  p r o v i d i n g  se r vices to the 

c o m m u n i t y  of Hyder. Thi s  c o m m u n i t y  w i l l  be s er v i c e d  once a w e e k  by 

the M ar i n e  Highway. T h er e  are no p l a n s  to m o v e  the t e r m i na l  from 

P r i n c e  R u p e r t  to H y d e r  at this time, however, m o n i e s  w ill be 

r e q u e s t e d  in the FY 87 budget to b uild a f a c i l i t y  in Hyder. If 

a p p r o v e d  this terminal m a y  be c o n s id e r e d  for u s e  in c o n j u c t i o n  w i t h  

the P r i n c e  Rupert t e r m in a l  for n o r t h  and s o u t h b o u n d  services.

As F e d e r a l  funds ca n  only be u s e d  for c a p i t a l  p r o j e c t s  such as 

p u r c h a s i n g  and r e f u r b i s h i n g  of vessels, r e b u i l d i n g  an d  r e p a r in g  

f a c i l i t i e s  etc. it is li k el y  that the m u c h  of the fund i n g  re q u i r e d  

to b uild the f a c i l i t y  in H y d e r  w il l  be r e q u e s t e d  from the T e d e r a l  

G o v e r n m e n t .

The $38 m i l l i o n  K e t c h i k a n  v e s s e l  m a i n t a i n e n c e  f a c i l i t y  is u n d e r w a y  

and is s c h e d u l e d  for c o m p l e t i o n  in D e c e m b e r ,  1986. T h e  m a i n t e n a n c e  

w o r k  is c u r r e n t l y  being d o n e  in Seattle, t h e r e f o r e  this sh o ul d  be a 

d e f i n i t e  a sset to the c o m m u n i t y  of K e t c h i k a n  and the State.

F unds h a v e  bee n  a l l o c at e d  for c o n s t r u c t i o n  of shore f a c i l i t ie s  at 

Kodiak, Homer, S e l do v i a  a n d  Wh ittier. Muc h  of this f u n d i n g  is 

r e c e iv e d  fro m  the F e d e r a l  Government. For Example:

K o d i a k  (Federal) $ 2 , 79 0 , 0 0 0

(State) 210,000

This fa c i l i t y  w i l l  be an im p o r ta n t  step towa r ds  i n c r e a s i n g  the 

q u a l i t y  and e f f i c i e n c y  of the servit i  pr o v i d e d  b y  the M / V  T u s t u m e n a  

and/or the T u s t u m e n a  r e p l a c e m e n t  vessel.

H o m e r  (Federal) $ 3 , 2 5 5 , 0 0 0

(State) 245,000

This p r o j e c t  is b eing c o o r d i n a t e d  w i t h  the C ity of H o m e r' s  revised 

Port D e v e l o p m e n t / S m a l l  Boat H a r b o r  project.

S e l d o v i a  F e r r y  T e r m i n a l  (Federal) $ 3 , 2 5 5 , 0 0 0

(State) 2 4 5 , 0 00

A d d i t i o n a l  site r e c o n na i s s a n c e  and p r e l i m i n a r y  e n g i n e e r i n g  is b e i n g  

done on this p r o j e c t  to en a b le  s h ut t l e  f e r r y  serv i ce  for 

Home r / S e l d o vi a .



W h i t t i e r  Ferry T e r m i n a l  (Federal) $ 2 , 1 8 0 , 0 0 0

(State) 140,000

F unds w e r e  a l l o c a t e d  for this p r o je c t  in FY 86. Due to the poor 

c o n d i t i o n  of the current s t r u c t u r e  i m m e d i a t e  r e c o n s t r u c t i o n  will be 

n ecessary.

Current M a r i n e  H i g h w a y  P r e l i m i n a r y  E n g i n e e r i n g  Projects.

Valdez F e r r y  T e r m i n a l  - $ 5 0 , 0 00

A f t e r  the p r e l i m i n a r y  e n g i n e e r i n g  is done funds for c o n s t r u c t i o n  of 

this p r o j e c t  w i l l  be req ue s t e d  in future y e a r s  b u dg e t s

S eward F e r r y  T e r m i n a l  _  $ 7 5 , 0 0 0

This f a ci l i t y  is in ver y  poor condition. A l a s k a  M a r i n e  H i g h w a y  

m ade an e m e r g e n c y  a p p r o p r i a t i o n  of $ 1 5 0 , 0 0 0  in August, 1985 to 

assist w i t h  rep a i r  of p i l i n gs  and  b u m p e r s  at this terminal. A fter 

the p r e l i m i n a r y  e n g i n e e r i n g  and l o c a t i o n  s t u d y  is comp l e t e d  A l a s k a  

Mar in e  H i g h w a y  plans to r e q u e s t  c a p i t a l  c o n s t r u c t i o n  funds for this 

p r o j e c t ,

Plans are in p r o g r e s s  to b u i ld  n e w  i m m i gr a t i o n  o f f i c e s  and 

t i cketing o f f i c e s  in the Pri n ce  R u p e r t  facility.

A  n e w  t er minal in M e t l a k a t l a  sho u l d  be c o m p l e t e d  in M a y  of 1986. 

M e t l a k a t l a  w i l l  then be s e r v i c e d  by the A u r o r a  v i a  Prince of Wales 

Island, this w i l l  a l l o w  the C h i l k a t  to retire.

T e r m i n a l  w o r k  is n o w  b e i n g  done at bot h  the W r a n g e l l  and P e t e r s b u r g  

f a cilities



M A R I N E  H I G H W A Y  FY 86 B U D G E T  

FY 86 Bu d g e t  for M a r i n e  H i g h w a y

T h e  nex t  s e c t i o n  re v i e w e d  is the budget. Under the d i r e c t i o n  of the 

Chairman, this s e c t i o n  wa s  m o n i t o r e d  an d  r e v i e we d  continually.

T h i s  i n f o r m a t i o n  is b e i n g  p r e s e n t e d  n o w  beca u s e m u c h  of the 

d e c i s i o n  m a k i n g  and q u e s t i o n s  a sked r e g a r d i n g  such m a t t e r s  as ferry 

s chedu l i n g ,  a r e a s  serviced, fares and o v e r a l l  o p e r a t i o n s  are made 

b a s e d on their o v e r a l l  impact on the budget.

In FY 8b the total bud g et  for A l a s k a  M a r i n e  H i g h w a y  is $68 m i l l i o n  

This is a $3 m i l l i o n  or 4% in c r e a s e  ov e r  FY 85.

The total bu d g e t  b r e a k s  dow n  as follows:

$32 m i l l i o n  s ta t e  funds 

$36 m i l l i o n  p r o j e c t  reve n u e

In FY 86 the L e g i s l a t u r e  chan g e d  s l i g h t l y  the w a y  in w h i c h  funds 

are a p p r o p r i a t e d  for A l a s k a  M a r i n e  Highway. P r e v i o us l y ,  all 

re v e n u e s  f r o m  M a r i n e  H i g h w a y  wen t  into the g e n e r a l  funds and an 

amount was a p p r o p r i a t e d  f r o m  the L e g i s l a t u r e  for o p e r a t i o n  and 

m a i n t e n a n c e  of A l a s k a  M a r i n e  Highway.

In FY 86 A l a s k a  M a r i n e  H i g h w a y  r e q u e s t e d  a $68 m i l l i o n  dollar 

budget. The L e g i s l a t u r e  a p p r o v e d  this amount and a p p r o p r i a t e d  $32 

m i l l i o n  from the g e n e r a l  fund. The r e m a i n i n g  $36 m i l l i o n  is to 

come from r e v e n u e  g e n e r a t e d  by A l a s k a  M a r i n e  Highway. If they do 

not g e n e r a t e  this amount, they w i l l  h a v e  to m a k e  cuts to balance 

their budget. T h i s  a l l o w e d  A l a s k a  M a r i n e  H i g h w a y  to receive 

L e g i s l a t i v e  a p p r o v a l  for the budget amount requested, and yet 

p r o v i d e s  m a n a g e m e n t  w i t h  the c h a llenge of m a k i n g  de c i s i o n s  that 

w i l l  d i r e c t l y  af f e c t  t heir r ev e n u e s  and in turn t heir o v er a l l  

o p e r a t i n g  budget.

A l t h o u g h  it is e a r l y  in the fiscal year, in f o r m at i o n  p r o v i d e d  to 

the C h a i r m a n  i n d i c a te  that the $36 m i l l i o n  in p r o j e c t e d  revenues 

for the y e a r  m a y  have bee n  s om ewhat optomistic.

T h e  p r o j e c te d  r e v e n u e s  w e r e  a p p r o x i m a t e l y  a $3 m i l l i o n  increase 

ove r  FY 85. It is r e a l i s t i c to ex p e c t  that M a r i n e  H i g h w a y  w i l l  

i n c rease r e v e n u e s  s l i g h t l y  over FY 85. T a k i n g  this into 

c o n s i d e r a t i o n  M a r i n e  H i g h w a y  an t i c i p a t e  that the "magic number" for 

" a d d i t i o n a l "  r e v e n u e s  that they w i l l  nee d  tc g e n e r a t e to be 

a p p r o x i m a t e l y  $ 1.8 million.

Wi t h  o v e r a l l  r e v e n u e  figu r e s  a v a i l ab l e  as of September, 1985 it 

has bec o m e  a p p a r e n t  that M a r i n e  H i g h w a y  m a n a g e m e n t  wil l  have to 

m a k e  o p e r a t i n g  cuts if they are to b a l a n c e  their budget for FY86.

To d ate p r e l i m i n a r y  e s t i m a t e s  sho w  that cuts up to $1.8 m i l l i o n  

w i l l  h a v e  to be m a d e  b y  m an a g ement. In an attempt to m e e t  this 

short f al l ,  M a r i n e  H i g h w a y  has i m p l e m e n t e d  the fol l o w i n g  cost saving 

m e a sures:



1. La y  up the M / V  C o l o m b i a  in S e a tt l e  u n t i l  at least M a r c h  1,

1986. As s t a t e d  earlier, each y e a r  the v e s s e l s  go into lay up

for a p p r o x m i n a t e l y  30 days for r o u n t i n e  m a i n t anence. Beca us e  

the C o l o m b i a  is the mos t  e x p e n s i v r  v e s s e l  r u n  on the Seat t l e  

run, and, the w i n t e r  o p e r a t i n g  costs exceed the r e v e nu e s  

g e n e r a t e d  m a n a g e m e n t  d e c i d e d  to lay h e r  up.

A  c o n tr a c t  for the m a i n t a n e n c e  and repairs to the C ol ombia 

w a s  a w a r d e d  to a S e a t t l e b a s e d  firm. W he n  c o n s i d e r a t i o n  

w a s  g i v e n  in an a t t em p t  to lay u p  the C o l o m b i a  in K e t c h i k a n  the

a d d i t i o n a l  cost made  this unfeasible.

T h e  cost c o m p a r i s o n  don e  by M a r i n e  H i g h w a y  w a s  as follows: 

C o n t r a c t  w o r k  in S e a tt l e  $143, 0 0 0

C o n t r a c t  w o r k  in K e t c h i k a n  $528, 0 00

S e v e r a l  fact o r s  a c c o u n t  for the h i g h e r  costs to lay up the 

v e s s e l  in Ketch ik a n .

a. C o s t  to s t e a m  the ship w o u l d  be v e r y  expensive, 

as the K e t c h i k a n  f a c i l i t y  is not completed there 

is not a d e q u a t e  p o we r  a v a i l a b l e  l o  s t e a m  the ship.

60 0  amps is r e q uired

280 amps p o w e r a v a i l a b l e  f rom ship

b. Cost fo r  122 days of c r e w  sa l a r y  for 10 cre w  

m e m b e r s .  T h i s  wa s  e s t i m a te d  to amount to 

a p p r o x i m a t e l y  $297,000.

c. G a r b a g e  c o l l e c t i o n  w o u l d  h ave to be arranged

d. S e w e r  d i s p o s a l  (estimated to be $13,000)

e. T e l e p h o n e

It is h o p e d  that the C o l o m b i a  w i l l  be b r ou g h t  out of lay up and 

c rewed M a r c h  1st, h o w ever, M a r i n e  H i g h w a y  m a n a g e m e n t  m a y  find it 

n e c e s s a r y  to leave the C o l o m b i a  in lay up status until April. This 

d e c i s i o n  w i l l  be m a d e  late D e c e m b e r  w h e n  the revenue p i c t u r e  

b e c o m e s  clearer.

2. D i s c u s s i o n s  b e t w e e n  R e p r e s e n t a t i v e  Cato and Ma r i n e  H i gh w a y  

m a n a g e m e n t  in e a r l y  D e c e m b e r  p r ov i d e d  no o ther de f i n i t e  

i n f o r m a t i o n  o n  p r o p o s e d  cuts or changes in serv i c e  to balan c e  

the budget. A r e a s  m a n a g e m e n t  stated m a y  need to 

be c o n s i d e r e d  i n c l u d e d  a s s e s s i n g  the toll free lines 

and e v a l u a t i n g  the cost of m a i n t a i n i n g  this service.

M a r i n e  H i g h w a y  m a n a g e m e n t  state that the cost of 

p r o v i d i n g  these toll free lines is v e r y  expensive, 

p a r t i c u l a r l y  the i n t r a s t a t e  lines. T h e r e f o r e  careful 

c o n s i d e r a t i o n  m a y  n e e d  to be g iven to the actual benefit 

v e r s e s  the cost of this s e r v i c e  in the u p c o m i n g  months.

W HY T H E  S H O R T F A L L  IN R E V E N U E  P R O J E C T I O N S?

A l a s k a  M a r i n e  H i g h w a y  is co n c e r n e d  about the s h o r t f a ll  in revenue 

p r o j e c t i o n  for FY 86. A f t e r  m a n y  d i sc u s s i o n s , m e e t i n g s  and 

e v a l u a t i o n  of i n f o r m a t i o n  avail ab l e ,  m a n a g e m e n t  feel the following 
a r e a s  c o n t r i b u t e  to this shortfall:



A i r l i n e  fares

W i t h  the re c e n t  u l t r a  s u p e r  s a v e r  fare r e d u c t i o n  by b oth 

A l a s k a  and W e s t e r n  a i r l i n e s  m a n y  p e o p l e  ar e  u s i n g  air as 

a m e a n s  of t r a n s p o r t a t i o n  b e c a u s e  w i t h  the current p r i ce  

s t r u c t u r e  it is c o n s i d e r a b l y  faster and less e x p e n s i v e  to fly. 

A  d e c l i n e  in r e s e r v a t i o n s  is also b e i n g  v o i c e d  by  a n u m b e r  

of local h ot e l s  w h o  state that r e se r v a t i o n s  are down as 

m u c h  as 30% u n d e r  p r e v i o u s  years. I n e x p e n s i v e  fares to 

Eu r op e  and o t h e r  o v e r s e a s  cou n t ri e s  are c o n s i d e r e d  to be 

o ne rea s on  for this as pe o p l e are taking a d v a n t a g e  of these 

low fares to tr a v e l  overseas.

C r u i s e s h i p  lines m o r e  competitive.

M / V  S tardancer, o w n e d  by an o v e r s e a s  c o m p a n y  loads in V a n c o u v e r  

and sails o n  a 3 day trip to Hai n e s  w i t h  a 4 day re tu r n  trip. 

The S t a r d a n c e  m a k e s  s tops in Juneau, M i s t y  Fjords and T r a c y  

Arm. This v e s s e l  has the c a p a c i t y  to c a r r y  a p p r o x i m a t e l y  300 

vehicles. T h e  f ares for this trip are l ower than fares 

c h a r g e d  by A l a s k a  M a r i n e  Highway.

Example:

S t a n d a r d  A u t o m o b i l e  s h i p p i n g  cost 

Se a t t l e  to Ha i n es  on A l a s k a  M a r i n e  H i g h w a y  

V a n c o u v e r  to H a i n e s  on M / V  S t a r d a n c e r

25 to 26 foot m o t o r  h o m e

S e a t t l e  to H a i n e s  on A l a s k a  M a r i n e  H i g h w a y  

V a n c o u v e r  to H a i n e s  o n  M / V  S t a r d a n c e r

Cab in s

Cabin pr ic e s  on the M / V  S t a r d a n c e r  v a r y  d e p e nd i n g  

on the luxury of the cabin, h o w ever, a p e r s o n  ma y  

t ravel on the S t a r d a n c e r  in an inside cabin, w i t h  

h i s / h e r  m e a l s  i n c ul d e d  for the same p r i c e  as a 

s t a n d a r d  c a bi n  on A l a s k a  M a r i n e  H i g hw a y  e x c l u d i n g  meals.

P a s s e n g e r  load d o w n

A l t h o u g h  r e s e r v a t i o n s  for this sum m e r  w e r e  as projected, 

the a c t u a l  r e v e n u e  g e n e r a t e d  as a result of this travel is 

down. A l a s k a  M a r i n e  H i g h w a y  m a n a g e m e n t  feel that w h i l e  

n u m b e r s  are up, the a c t u a l  d i s t a n c e  that i n di v i d u a l  p a s s e n g e r s  

tr a v e l l e d  is down and h e n c e  r e v e n u e s  are down.

T h e  S e a t t l e  run is the m ost p r o f i t a b l e  run.

F r o m  i n f o r m a t i o n  a v a i l a b l e  it appea r s  that the n u m b e r  of 

p e r s o n s  t r a v e l l i n g  on this r u n  is down AND, the n u m b e r  of 

l arge v e h i c l e s  t r a n s p o r t e d  on this run is also down.

In summary, this s u m m e r  the A l a s k a  M a r i n e  H i g h w a y  sy s t e m  

t r a n s p o r t e d  a g r e a t e r  n u m b e r  of p a s s e n g e r s  and vehicles, 

h o w e v e r ,  p a s s e n g e r s  t r a ve l l e d  s h o r t e r  d i stances. Also, 

w h i l e  there w a s  a n  i n c r ea s e  in the n u m b e r  of v e h i c l e s  

tr a n s p o r t e d  by A l a s k a  M a r i n e  H i g hway, the n u m b e r  of ove r s i z ed  

v e h i c l e s  t r a v e l l i n g  w a s  down considerably.

$500 . 0 0

$250 . 0 0

$ 1 , 0 0 0 . 0 0
$350 . 0 0



B oth long d i s t a n c e  travel and large v e h i c l e  t r a n s p o r t a t i o n  are 

two a reas that are v e r y  p r o f i t a b l e  for M a r i n e  Highway.

R e p r e s e n t a t i v e  C a t o  w a s  assu r e d  the p r o b l e m  of "no shows" 

w o u l d  be o v e r c o m e  this y e a r  as n e w  r e g u l at i o n s  (attached), 

r e q u i r i n g  a d v a n c e  payment of tickets and p e n a l t i e s  for 

c a n c e l l a t i o n  w ent into effe c t  O c t o b e r  1st, 1985. P reviously, 

p e r s o ns  who  mad e  r e s e r v a t i o n s  c ould pick  up and p a y for their 

t icket on the day of sailing. This, a l t h o u g h  ve r y  conve n i e nt  

for the t r a v e l le r  ma d e  the p r o b l e m  of "no shows" v e r y  

f r u s t r a t i n g  and expensive.

Th e  t h r e a t e n e d  s tr i k e  by the m a s ters, m a t e s and pilots also 

ha d  an ef f e c t as pe o p l e  e i t h e r  c a n c e l l e d  their r e s e r v a t io n s  

or u sed a l t e r n a t i v e  m e a n s  of travel.

WHA T A R E  T H E  S O LUTIONS?

P r o p o s e d  sol u t i on s  to these c o n c e r n s  are c u r r e nt l y  b eing 

d i s c u s s e d . As seve r al  of these s o l u t i o n s  go h a n d  in hand 

w i t h  p r o po s e d  c h an g e s  in ferry s c h e d u l i n g  and s e rv i c e s  this 

s e c t i o n  w i l l  be o u t l i n e d  nex t  a l o n g  w i t h  the p r o p o s e d  changes.

F erry S c h e d u l i n g

A l o n g  w i t h  b e i n g  one of the m o s t  d i f f i c u l t  tasks for A l a s k a  

M a r i n e  H ig h w a y ,  s c h e d u l i n g  is als o  o n e  of the a reas that 

m a n y  of the c o m p l a i n t s  a rise over.

In o rd e r  for p e rs o n s  to be able to p l a n  for their vacat i o n s ,  

f e r r y  s c h e d u l e s  are p r i n t e d  m o n t h s  in advance.

The d e c i s i o n s  on next summ e r s  s c h e d u l e  w e r e  m a d e  S e p t e m b e r  1st 

1985. Thi s  s c h e d ul e  ha s  a l r e a d y  b e e n  sent to the printers.

O nce s c h e d u l e s  are p r i n t e d  the d e p a r t m e n t  

is locked in as far as the n u m b e r  of v e s s e l s  ser v i c i n g  

an area, the n u m b e r  of runs b e i n g  m a d e  per w e e k  and the 

p r i c i n g  s t r u c t u r e  for fares, t h e r e f o r e  long range d e c is i o n s  

have to be m a d e  as a c c u r a t e l y  as p o s s i b l e  w e l l  in advance.

P o s s i b l e  S o l u t i o n s

In d i s c u s s i o n s  w i t h  R e p r e s e n t a t i v e  Cato, D e p u t y  

C o m m i s s i o n e r  Joe Camp o u t l i n e d  the man-" a l t e r n a t i v e s  that have 

b een explored.

1. A g r e s s i v e l y  c o m pe t e  w i t h  the cr u i s e  lines.

2. In c r e a s e  s e r v i c e s  on the m o s t  h e a v i l y  b o o k e d  runs 

to try a nd  i n c r e a s e  revenues.

3. In c r e a s e  s e r v i c e s  on the m o s t  p r o f i t a b l e  runs.

The r e v e n u e  and d i r e c t  e x p e n s e s  g r a p h s  included 

in the a p p e n d i c e s  p r o v i d e s  a c l ea r  b r e a k d o w n  on 
e ach runs r e v e n u e  v e r s e s  dir e c t  expenses.



4. Cut s e r vi c e s

5. E v a l u a t e  all the runs and h ave fares s t r u c t u r e d  to

a t t e m p t  to m a k e  e ac h  run, w h e r e  p o s sible, cover 

e x penses. (See a t t a c h e d  graph in a ppendices)

6. L o o k  at a l t e r n a t i v e s  - f a s t  f e r r i e s  - as a m o r e

c o s t  e f f e c t i v e  m e t h o d  o f  t r a v e l  to a r e a s  w i t h i n  

t h e  s t a t e .

It is the intent of D O T  and A l a s k a  M a r i n e  H i g h w a y  to c o n t i nu e  

all a r e a s c u r r e n t l y  serviced. R u n s  m a d e  w i t h i n  A la s k a  to the 

s m a l l e r  r ural c o m m u n i t i e s  ar e  not p r o f i t a b l e ,  and, in m a n y  cases 

these runs only re t ur n  r e v e n ue s  to c o v e r  a p p r o x i m a t e l y  20-30% of 

the e x p enses. B o t h  C o m m i s s i o n e r  K n a p p  and the C h a i r m a n  feel 

that s e r v i c e s  m u s t  be c o n t i n u e d  to these areas, t h e y  a r e  remote 

p a r t s of A l a s k a  that h a v e  v e r y  f e w  a l t e r n a t i v e s  available. One 

of the m a i n  r e a s o n s  A l a s k a  M a r i n e  H i g h w a y  w a s  put into service 

wa s  to p r o v i d e  a m e a n s  of t r a n s p o r t a t i o n  w i t h i n  Alaska.

S e v e r a l  of the a b o v e  a l t e r n a t i v e s  are b e i n g  c o n s i d e r e d  at this 

time.

1. In c r e a s e  services.

The m o s t  h e a v i l y  b o o k e d  runs  are the n o r t h  and s o u t h b o u n d  

r uns from S e a t t l e  and P r i n c e  Ru p e r t  to H a i n e s  and Skagway. 

A  g r e a t  d i f f e r e n c e  is a p pa r e n t  w h e n  the p r o f i t a b i l i t y  of 

these two runs is compared:

C u r r e n t  s e r v i c e  and r e v enues

S e a t t l e  to S k a g w a y  - 1 trip p e r  w e e k

1000 p a s s e n g e r s  (total) 165 v e h i c l e s

200 s tate rooms

R e v e n u e  for this run $ 3 2 5 , 0 0 0 . 0 0

P r i n c e  R u p e r t  to S k a g w a y  - 2 trips per w e e k

1400 p a s s e n g e r s  330 v e h ic l e s

400 s t a t e rooms

R e v e n u e  f r o m  this run $ 2 1 8 , 0 0 0 . 0 0

T h e  a b o v e  b r e a k d o w n  s hows that by c a rr y i n g  f e w e r  pe o p l e  and fewer 

v e h i c l e s  pe r  w e e k  the S e a t t l e  run retu r ns  $ 1 07 , 0 0 0  mor e  than the 

Pr i nc e  R u p e r t  run.

C o n s i d e r a t i o n  has bee n  g iven to r a i s i n g  the fares on the Prince 

Ru p e r t  run to m a k e  the same p r o f i t  as the S e a t t le  run, h o w e v e r  

this w o u l d  m e a n  a 60% i n c r e a s e  in fares. M a r i n e  H i g h w a y  has 

t h e r e f o r e  i n c r e a s e d  the f ares on the S e a t t l e  run 4% and i n creased 

f ares on the Pri n c e  Ru p er t  run 8%.



In an attem p t  to take adv an t a g e  of the m o r e  p r o f i t a b l e  Seat t l e run, 

M a r i n e  H i g h w a y  has d e c i d e d  to m a k e  an a d d i t i o n a l  w e e k l y  run from 

S e a t t l e  d u r i n g  the su m m e r  inst e a d  of P r i n c e  Rupert. Thi s  change 

is r e f l e c t e d  in the n e w  f erry schedules.

Th e  g r a p h s  that f o l l o w  and also those i n c l u d ed  in the a ppendices 

g i v e n an a c t u a l  b r e a k d o w n  of each run and s h o w  r e v e nu e s  g e nerated 

v e r s e s  e xp e n s e s  incurred.

O t h e r  a r e as  d i s c u s s e d  or r e v i e w

T h e  r e s e r v a t i o n s  s e c t i o n  of the M a r i n e  H i g h w a y  is an a r e a  that is 

v e r y  busy. W h i l e  on tour of the f a c i l i t y  w i t h  Mr. Camp the 

t e l e p h o n e s  w e r e  r i n g i n g  constantly. T hi s  is a n o t h e r  a r e a  that m a n y  

pe o p l e  c o m p l a i n  about, - n o t  b e i n g  able to r e a c h  the M a r i n e  H i g h w a y  

for r es e r v a t i o ns .

T h e r e  are c u r r e n t l y  9 lines a v a i l a b l e  to M a r i n e  Highway:

T h e s e c al l s  are a n s w e r e d  in p r i o r i t y  f r o m  G r o u p 1 to 3.

G r o u p 1 - 2  to l l  fre e  lines for use w i t h i n  A l a s k a  

G r o u p 2 - 3  lines a v a i l a b l e  for l o c a l callers 

G r o u p 3 - 4  to l l  free numb e r s  for out of state use.

As you  w i l l  see fr o m  the a t ta c h e d  summary, 5163 calls w e r e  m a d e  to 

M a r i n e  H i g h w a y  on A u gu s t  5th, 1985. Of this 1389 calls wer e 

a n s w e r e d  f r o m  the 2 toll fre e  in s tate lines c o m p a r e d  to 2400 from 

the 4 toll free out of state lines. T h i s  p o s s i b l y  e x p lains the 

d i f f i c u l t y  g e t t i n g  t hr o u g h  to M a r i n e  H i g h w a y  w i t h i n  Alaska.

The d e p a r t m e n t  is c o n s i d e r i n g  d e l e t i n g  one of the toll free out of 

state l ines and p o s s i b l y  a dd i n g  an o t h e r  toll free in s tate line for 

use by A laskans. Thi s a d d i t i o n  m a y  not be p o s s i b l e  if r e v en u e s  for 

the y e a r  c o n t i n u e  to b e  d own f rom those projected.

T h e  cost of m a i n t a i n i n g  a t oll free in s t a t e  line is c o n si d e r a b l y  

m o r e  e x p e n s e s  b e c a u s e  of in state t e l e p h on e  rates.

A l t h o u g h  the 4 tol l  free out of s tate lines are con :antly in use 

the time t aken w i t h  eac h  of the out of s tate c alls m u c h  longer 

than the local and in state calls. Thi s  is due to the fact that 

m a n y  p e o p l e  call f r o m  o t h er  states to m a k e  i n q u i r i e s  on e v e r y t h i n g  

from s c h e d u l i n g  to the w e a t h e r  and are u s u a l l y  u n f a m i l i a r  w i t h  the 

a r e a  and r e q u e s t  a d e s c r i p t i o n  on eac h  port of call, w h i c h  in turn 

ties up the staff and the lines for a c o n s i d e r a b l e  length of time. 

T h e r e f o r e ,  d e l e t i o n  of one or m ore of the out of state toll free 

lines w o u l d  be b o t h  cost sav i n g  and time saving.

O t h e r  o f f i c e  pr o c e d u r e s

On e  of the b i g g e s t  obs t a c l e s  facing the M a r i n e  H i g h w a y  should be 

o v e r c o m e  in this f i s c a l  year. At the p r e s e n t  time m uch of the 

h a r d w a r e  n e e d e d  to m a k e  the c o m p u t e r  s y s t e m  t ruly e f f e c t i v e  is not 

on line. T h e r e f o r e  in o rder to c o m p a re  r e v e n u e s  fro m  ticket sales 

m o n t h  to m o n t h  e a c h  ticket has to be i n d i v i d u a l l y  punched into che



c o m p ut e r  b e f o r e  a m o n t h l y  figure Is available. C u r r e n t l y  the 

in f o r m a t i o n  a v a i l a b l e  in f r o m  sales 2 to 3 m o n t h s  p r evious. The 

n e c e s s a r y  h a r d w a r e  ha s  b e e n  p u r c h a s ed  and is c u r r e n t l y  b e in g  

installed. T h i s  w i l l  p r o v i d e  accurate, up to dat e  i n f o r m a t i o n  on 

r e v e n u e s  g e n e r a t e d  for the p r e v i ou s  months. T h i s  w i l l  help w i t h  

m a n a g e m e n t  d e c i s i o n s  such as fare s t r u c t u r e s  etc.

All time s h e e t s  for all m a r i n e  h i g h w a y  o n s ho r e  an o ff s h o r e  

p e r s o n ne l  are c o m p u t e d  by hand. R e q u e s t s for funds for c om puters 

w i l l  be in tbe FY 87 budgets.

In summary, 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  ha s  s e v e ra l  short time 

p r i o r i t i e s :

a. To m a k e  the n e c e s s a r y  a d j u s t m e n t s  or cut s to b a l a n c e  

the FY 86 o p e r a t i n g  budget. It is h o p e d  that any 

a d j u s t m e n t s  or n e c e s s a r y  cuts w i l l  h ave the least 

a m o u n t  of impact on servi c es  or personnel.

b. To as se s s  and i m p lement m e t h o d s  to a tt a i n  pr o j e c t e d  

revenues. To w o r k  toward o v e r c o m i n g  any o b s t a c l e s

a n d  a g r e s s i v e l y  comp e t e  in the t r a n s p o r t a t i o n  business.

c. To au t o m a t e  the offic e s  to p r o v id e  the m o s t  current 

a n d  ac c u r a t e  in f o r m a t i o n  on p a s s e n g e r s  travelled, 

re v e n u e s  g e n e r a t e d  and e x p e n s e s  incurred and the r e f or e  

a l l o w  m a n a g e m e n t  to react m ore a g r e s s i v e l y  to i n d u st r y  

d e m a n d s  and swings, and to imp l em e n t  any c h a n g e s  that m a y  

be n e c e s s a r y  for the m to meet or ex c e e d  their projections.

T h e  L o n g  ter m  p lans for M a r i n e  H i g h w a y  incl u d e  looki n g  into the 

fast f e r r i e s  as an al t e r native. C o n s t r u c t in g ,  u p g r a d i n g  and 

r e b u i l d i n g  f ac i l i t i e s  and v e s s e l s  and p r o v i d i n g  m o r e  cost 

effec t i v e ,  e f f i c i e n t  s e r v i c e s  both onsh o re  and offshore.

R h o n d a  C a r g i l l

W e n d y  C h a m b e r l a i n

H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e
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M U L  i  5  t985
NOTICE OF PROPOSED CHANGES IN THE 

REGULATIONS OF DEPART M E N T  OF T R A N S P O R T A T I O N  AND
PUBLIC FACILITIES

Notice is given that the Department of T r a n s porta tion and Public 
Facilities, under a u t h ority v e sted by AS 44.42.030, proposes to 
adopt regulations in Title 17 of the A l a s k a  A d m i nistr ative Code, 
dealing with Alaska M a r i n e  Highway tickets, to implement 
AS 44.42.020 as follows:

(1) 17 A A C  70.220(a) and (b) are proposed to be amended to 
incorporate the provisions of 17 AAC 70.221, and

(2) 17 A A C  70.221 is proposed to be adopted to establish 
procedures for refunds on A iska M arine  Highway tickets 
with the amount refunded, -educed depending upon when 
in relation to sailing the cancellation of the 
reservations occurs, the time of the year the space is 
reserved, and the particu lar route.

Notice is also given that any person interested may present w r i t­
ten statements or arguments relevant to the pr oposed action by 
w r i t i n g  to Deputy Commissioner, A laska  M arine Highway System, 
Pouch R, Juneau, A l a s k a  99811, so that they are received no 
later than A ugust 9, 1985.

This action is not expected to require an increased 
appropriation.

Copies of the proposed regulations may be obtained by writing to: 

M e r v  Criggs
Alaska M a rine H i g h w a y  System 
Pouch P.
Juneau, Alaska 998.11

The Department of T r a n s p o r t a t i o n  and Public Facilities, upon its 
own m o t i o n  or at the instance of any interested person, may, 
after the deadline stated above, adopt proposals w ithin the scope 
of this notice w i t h o u t  further notice or m a y  decide to take no 
action on them.

D A T E :

Joe b. Camp 
Deputy Commissioner 
Alaska M arine Highway  System 
Departme nt of Tr ansportatio n 
and Public Facilities
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17 AAC 70.220 
17 AAC 70.221

17 AAC 70.220(a) and (b) are amended as follows:

17 A A C  70.220. REFUND OF FARES, RATES OR CHARGES. (a) 
Passage tickets for passeng ers or vehicle deck space when 
presented by the legal owner, within one year of valid date, may 
be redeemed, subject to the provisions of 17 AAC 70.221, under 
the following conditions:

(1) u n u s e d  passage tickets whe n travel was not p e r­
formed. or w h e n  t r a n s porta tion was not provided will be refunded 
at full value upon application;

(2) changes in destination, number of persons 
ticketed, size of v e h i c l e  or other details that result in the 
transport ation p rovided being of lesser value than the purchase 
price cf the passage ticket, must be adjusted on the basis of the 
true p u b l ished value  of the transportation provided; the adjusted 
d ifference will be refunded upon application;

(3) lost tickets m ay be refunded upon application and 
c ertif i c a t i o n  of loss.

(b) Tickets issued for sta teroom or b erth accommodations, 
w h e n  presented by the legal owner, may be redeemed, subject to 
the provisions 17 A A C  70.221, under to the following conditions:

(1) if c a n celed prior to sailing full refund may be 
made upon application,

(2) w h e n  travel distance is shorter than originally 
ticketed, or when all berths originally ticketed are not used, no 
adjustment in charges for the berth or state room service will be 
allowed. (Eff. 7/8/72, Reg 42; a m  / / , Reg. )

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

(1) if ca nce l l e d  thirty days prior to sailing, 100 
percent  is refunded;

(2) if ca nce l l e d  more than twenty days, but less than 
thirty days before sailing, 80 percent is refunded;

(3) if ca ncelled more than ten, but less than twenty 
days before sailing, 60 percent is refunded;

-1-
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17 AAC 70.221

(4) if cancelled less than ten days before sailing 40 
percent is refunded; and

(5) if the vessel sails without cancellation of the 
tickets, n o th ing is refunded;

(b) The p rovisions  of this section apply to the following 
r o u t e s ;

(1) all .ickets for sailings using Seattle as a point 
of or igin or as a destination;

(2) all tickets for sailings northb ound from Prince
Rupert during June and July of each year;

(3) all tickets for sailings southbound to Prince
Rupert from July 15 throu gh September 15 of each year;

(4) all tickets for any sailing b e tween  Whittier and 
Valdez; and

(5) all tickets for individual sailings specified in
the Alaska Marine Highways' schedule. Schedules are issued for 
the periods O c tobe r 1 through April 30 and May 1 through 
September of 30 each year. Copies of the schedules may be 
o btained from The A l a s k a  Marine Highway System, Pouch R, Juneau, 
Alaska  99811. (Eff. / / / , Reg. )
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s IF MASKA
DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES

DEPUTY COMMISSIONER— A LA S K A  MARINE H IG H W AY  SYSTEM

BILL SHEFFIELD, GOVERNOR

P O U C H R

J U N E A U . A L A S K A  9 9 8 1 1  

( T E L E X  4 5 - 3 1 2 )

P H O N E  ( 9 0 / )  4 6 5 - 3 9 5 0

November 4, 1985

All Employees
Alaska Marine Highway System

I am writing this letter to all employees in response to a letter 
(copy attached) published on Thursday, October 31 in the Juneau 
E m p i r e . That letter got my attention for three reasons:

1) It contained persistent false rumors and accusations;

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

3) it m e n t ione d one event that occurred after his death.

On Friday morning, November 1, while pondering how Mr. Clark 
could have written a letter about something that occurred after 
his death, I received a call from Mr. Carl Sampson, M anaging 
Editor of the E m p i r e . He had just received a call from Mr. 
Clark's daughter who had informed him that Mr. Clark could not 
have written or had anything to do with that letter since Mr. 
Clark had been gravely ill in a Portland hospital for some time 
before his death. The Friday Empire carried an editorial (copy 
attached) that states the Editor's position much better than I 
c a n .

Even though some individual or group of individuals has taken 
advantage of Mr. Clark and his family and possibly the letter to 
the editor should be ignored, I believe I owe it to all of you to 
answer with facts the false charges that letter implied. My 
comments respond paragraph by paragraph to the letter to the 
editor.

Our labor costs are high. Over 53.5 percent of our total 
operating budget is in personal services costs and benefits for 
our vessel employees. Shore employee personal services and 
benefits are less than 9.5 percent of our total o perating budget. 
No other major vessel operator faces those types of labor costs 
to my knowledge and experience. Most of the wages are hard 
earned and well deserved, but manage ment must ensure that we do 
not pay for services not needed.
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Office persornel have not tripled. m  fact, there have been a 
total of only 15 personnel added to the authorized Alaska Marine 
Highway System (AMHS) perconnel count since July 1980 and seven 
of these were approved this year and are Capital funded positions 
to manage construction projects for Marine Facilities 
Engineering. It may seem to the unknowning as if many positions 
have been added to headquarters staff since AMHS has consolidated 
under one Deputy Commissioner. With the exception of the 15 n e w  

personnel, all other positions have long been employed i n  

Department of Transportation and Public Facilities (DOT&PF ), 
doing AMHS work. Many were simply located elsewhere where they 
reported to different supervisors but they were performing AMHS 
tasks. The DOT&PF reorganization in 1983/84 simply located them 
centrally in the same organization which, incidentally has made 
us more responsive and efficient. There are 7 persons or 4.7 
percent in the shore staff of AMHS earning $60,000 or more. 
There are 69 or over 8.1% of all vessel personnel earning that 
much or more. In addition, there are 205 or 24% of all vessel 
personnel earning between $40,000 and $60,000. Ashore there are 
24 or 16.3% earning those wages. Shoreside supervisors and 
manager s are not eligible for overtime even though ma ny extra 
hours of work are required. The shore staff to vessel employee 
ratio of AMHS compares very favorably with the Washington State 
Ferries. Washington  State Ferries have one person ashore for 
every four afloat while AMHS has one person ashore for every 5.8 
persons afloat.

In the winter our administrative staff must still order the 
supplies, account for revenues and expenses, pay the bills, 
dispatc h personnel, handle payroll, prepare budgets, manage
capital construction projects and make reservations. There is no 
slack period ashore as there is on the routes.

We are implementing a limited number of training programs for our
shoreside staff just as we are for our vessel personnel. Both
programs will increase as our budget will allow. Non-performers, 
both afloat and ashore are being appropriately dealt with within 
the bounds of union contracts.

Manage m e n t  philos ophy is not intended to be antagonistic toward 
vessel personnel. When I was at sea I made a v o w  that if ever I 
was in a management position ashore, I would ensure that the
shore staff always remembered that their only reason for being 
was to support the ships. We are dedicated to m a king AMHS a more 
efficient orga nization that better serves the needs of all 
Alaskans. We are antagonistic to any personnel who seem only to 
think of how they can get more for doing less or those w h o  fail 
to remember that our sole reason for operating is to serve the 
p u b l i c .
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M/V C OLUMBIA will be in a dead ship lay up status until at least 
March 1. Todd Shipyard will also complete the industrial
overhaul during that period. To lay COLUMBIA up in Ketchikan
this year would have cost AMHS a minimum of $528,000 in auditable 
costs. The Todd Shipyard contract is for $143,000, or a savings 
of $385,000. That savings equates to two extra weeks sailing for 
a mainline vessel, providing service to the public.

S horeside employees travel on passes only when they are on 
official business, therefore reservations for cabins are in order 
and meals are included in lieu of per diem. Occasionally, I take 
my vehicle when I travel on official business on the ferry. It 
is a cost savings measure as I then do not need to rent a car at 
d e stinatio n and I only do this if there is adequate space
available. Shoreside personnel do not receive passes for
vacati on travel. Shoreside employees' family members never 
receive passes for passage or meals. Mr. Black's daughter was, 
traveling on a purchased ticket, erroneously not charged .or an 
evening meal on M/V COLUMBIA this summer. Mr. Black brought it 
to the attention of the Port Steward and thought it was resolved 
before he left the ship. After debarking, he discovered the meal 
had not been paid for and he paid the bill the next COLUMBIA trip 
through Juneau.

I firmly believe that we have the finest system and that we have 
more dedicated, hard working employees than any organization of 
comparable size anywhere in the world. We must all work together 
to improve our system so that it can function to its fullest to 
provide service to the public. To the m a j o r i t y  of you who work 
so hard for our system, I say thanks, keep up the good work and 
help us realize the real potential this system has.

Sincerely

E nclosures
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Mr. Black and I were recruited from outside the state. We both 
had extensive experience in managing and workin g with civilian 
crewed vessels. Many successful businesses recruit ex-military 
personnel for their proven track record as cost effective 
managers. We both hope to remain in Alaska fcr a long time. 
Incidentally, we have given all vessel employees who collect COLA 
but w h o  are "P. 0. Box Alaska residents" the opportunity to
correct past errors without penalty. Those who we now identify 
as having filed false claims in order to collect COLA will be 
dealt with to the limits of the law including termination and 
c ollection actions to recover COLA paid non-residents. Only the 
cheaters should be bothered by this. Alaska residents and those 
honest outsiders who don't collect COLA should be happy to see it 
h a p p e n .

Some m a r k e t i n g  surveys have been conducted for specific purposes. 
Where appropriate and where funding is available the 
recommen dations are implemented.

I made the statement that I thought airline super saver fares 
were the principle cause of falling revenue this year. There are 
many other factors involved and we are taking whatever action we 
can co counter those losses. One will be to sail two vessels out 
of Seattle next summer. Our service to Hyder was the result of 
legislation that required it. DOT&PF argued against it in all 
c ommittee hearings because of the anticipated losses. The 
$47,000 loss was for the entire summer, not each week. We will 
again serve Hy der/Stewart next summer, but since we will be 
c arrying vehicles we should not have a loss.

Last summer we had over 850 vessel employees to fill 331 jobs per 
week on all vessels. Considering two crews that totals 662 
p e r m a n e n t  jobs with 188 relief personnel to fill in. In spite of 
that number of extra personnel we sometimes did not have enough 
p e r s o n n e l  to dispatch to cover all positions on all vessels. We 
did not sail below Coast Guard certificate. AMHS is the only 
seasonal business I know of that has allowed almost unlimited 
leave during the peak season. Too liberal a leave policy and a 
higher than usual "not fit" situation during  a portion of this 
summer left us short. With the funding shortages we have, hiring 
additional personnel was not the answer, but better manag ing the 
p ersonnel we have may be. We are seriously considering limiting 
all personnel to no more than one work week leave and then only 
for a limited number on leave each week between M a y  15 and 
S eptember 15 next year. I dislike having to limit leave but we 
are in a seasonal business whether v e  like it or not.
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Ferries need help 
from top down
Dear Sin,

This letter is a response to the 
growing antipathy being created In 
the Alaska Marine Highway Systems 
(A.M.H.S.) between shipboard per­
sonnel and the management in the 
Juneau office. Management seems 
oblivious to its contribution to waste 
in state government and prefers to 
put the blame on ‘ ‘high”  labor costs. 
Examples of mismanagement are 
rife, but we will explore only a few in 
this document.

Office personnel and mid-level 
managers have about tripled in the 
past Five year, with officer’s wages 
averaging $60,000 a year. One might 
compare ferry management (in 
terms of the ratio of office to line 
workers) with private shipping com­
panies or the Washington State Fer­
ries. They operate with a fraction of 
the personnel and have bigger budg­
ets, more ships, and larger payrolls.

Each winter half the ships are 
laid up in the shipyard for mainten­
ance, but there is never a reduction 
in force in office personnel. Actual 
ships and compliment crews are 
static, while office workers multiply 
exponentially.

There is no policy of continuing 
(or even initial) management train­
ing. Poor personnel are never re­
moved, just shifted to a different title 
-  usually a position of more respon­
sibility.

Management philosophy is antag­
onistic to shipboard workers and is 
heavily infiltrated by ex-military 
personnel. Since when is the military 
a good place to recruit people to be 
cost effective?

Top management has been im­
ported from outside the State of Alas­
ka, even though Governor Sheffield 
in a recent press interview still gives 
lip service to local hire on state fi­
nanced projects.

There have been approximately 
11 marketing surveys done for the 
state in as many years (at what 
cost?) that have NEVER been uti­
lized. Evidently no one in Juneau 
knows how to analyze and implement 
the data gathered by the firms con­
tracted for the surveys.

A D.O.T. official in a recent pub­
lic statement blamed less of ferry 
revenue on super saver air fares, but 
said the A.M.H.S. is taking steps to 
save money at the operational level. 
So far this has translated intr less 
sailors and stewards to work ship­
board during peak summer months, 
and inaugurating weekly trips to Hy­
der, Alaska, at $17,000 per trip.

Lay up on “ dead ships" (those 
vessels with no maintenance being 
done and no workers aboard) are be­
ing tied up to sit in ports outside of 
Alaska. These docking fees could 
just as easily go to Alaskan cities 
with docking facilities.

Ethical standards for any opera­
tion, be it public service, the private 
sector or the military, are set by the 
leadership and filter down to subor- 
lnates. At the A.M.H.S. we are giv­

en the examples of “ do as I say, not 
as I do." Memorandums are issued 
denying employees traveling on 
passes from (1) reserving state­
rooms or (2) having free meals 
aboard the ship, yet an official’s 
daughter travels with her father 
while he is ostensibly on official busi­
ness, all meals provided to them at 
state expense. On a recent “ special" 
voyage to Sitka, officials traveling on 
passes reserved their stateroom ac­
commodations, even after their own 
memos (dated two weeks previous­
ly ) state quite clearly there would be 
no exceptions to the pass-reservation 
rule.

The old adage "Physician, heal 
thyself’ might be well applied to a 
bloated, inefficient bureaucracy 
whose typical response to declining 
state revenues and calls for a more 
cost effective program is to blame

the workers who set no policy, have 
little or no control of day-to-day oper­
ations and who struggle to interpret 
variable and often capricious office 
politics.

Please sign us, 
Frustrated Public Servants 

Larry Gark 
P.O. Box 3515 
Juneau, 99893
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An apology for an abuse of a privilege
A newspaper has many jobs: to inform, to enter­

tain and to provide a forum for the expression of 
opinions. Each of those functions is important, be­
cause together they provide a well-rounded view of 
the world around us. I f  one o f those functions had to 
be chosen as most important, the free expression of 
opinion would probably be it. That’s because in a de­
mocracy, the free expression of opinion is not re­
served for the few, it is a privilege enjoyed by all.

Most o f the time, people express their opinions in a 
responsible manner. Once in a great while, however, 
that privilege is abused. It doesn’ t happen when an 
individual speaks deeply held beliefs, and it doesn’t 
happen when an honest error in fact is stated.

It happens when an individual, or group of individ­
uals, purposely seeks to deceive.

By a ll indications, that’s what happened in a letter 
to the editor published in Thursday’s Empire. In it, 
someone apparently forged another person’s signa­
ture. While that is bad enough, the person whose 
name had been forged had passed away nine days af­
ter the letter was dated. The family says he had been 
severely ill in Oregon and there is no way he could 
have written the letter or had anything to do with it.

Maybe the person who forged that letter has a just 
cause. Or maybe he though^ ne was being real smart 
by taking another man’s name. But no matter how 
you look at it, nothing can justify this sort of flagrant 
and willfUl abuse? o f a privilege. Whoever did it r.ot 
only destroyed his credibility and perpetrated the 
most irresponsible o f deceptions, he needlessly hurt 
the man’s family, friends and former co-workers.

What can justify that sort of action? Nothing. 
What can make up for the hurt? Nothing.

We offer our apologies to the members of Larry 
C lark’s family and the many other people who we 
hurt by publishing that letter, and you can bet we 
will make every effort to make sure this never hap­
pens again.

I f  the person responsible for this deception had 
any courage or sense o f right, he or she would also 
apologize to the family and to the public.



DIVISIO N OF ADMINISTRA TIVE SUPPORT 
ALASKA  MARINE HIGHWAY SYSTEM

M a rti n J. Nusbaum, Director

With its staff of 51 the Division of Administrative Support 
was able to meet its objective of providing the necessary 
supply, personne l and finance functions for the Alaska 
Marine Highway S ystem by m e e t i n g  the following objectives.

Payroll and d i s p a t c h i n g  errors decreased by 25%.

Decrease in crew travel pay due to dispatch errors by 28%.

Decrease in time on recording crew seniority points by 28%.

Decreased pr ocessing time w h e reby vendor payments were 
accompli shed under thirty days from time of invoice to 
payment.

Further progress is anticipated in FY 86 in that objectives 
toward improving systems with  the help of computers is 
expected to be made in the following areas:

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

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

Es t ab lishment of cost centers including managemen t and 
accounting requirements to identify profit/loss for services 
p e r f o r m e d .



Josephine Emery, Director

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
D I V I S I O N  O F  M A R K E T I N G  A N D  S E R V I C E S

A major change took place w ithin the Division of Marketing 
and Services in FY 85 when reservations' functions were 
centralized in Juneau. A staff of 65 includes reservations 
positions which were shifted from both the Seattle and 
Anchorage offices, which  had previousl y shared the 
reservations load, to the Junea u office. Toll free lines, 
two A l ask an and four o u t-of- state were installed along with 
appropriate e lectro nic call distribution, monitoring and 
reporting. This has proven effective with the number of 
unanswered telephone calls being reducted significantly.

M o s t  of the objec t i v e s  of the Division were reached as the 
response to telephone and letter inquiries improved as 
planned and the number of vehicles transported increased 
from 94,000 to 99,000 as projected. However, two o bjectives 
were not reached. Passen ger traffic did not reach projected 
levels as ri dership a c t u a l l y  declined one percent compared 
to the proje c t e d  rise of three percent.

With passenger traffic declining, revenue also fell short of 
projections by nearly six percent at $32.6 million.



Harold Moeser, Director

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

D I V I S I O N  O F  M A R I N E  F A C I L I T I E S  E N G I N E E R I N G

With the FY 85 funding level Marine Facilities Engineering 
was able to meet its objectives in the development and 
obligati on of $10,700,000 in capital construction. Projects 
included the rehabilitat ion of the M / V  M A T A N U S K A  and 
Petersbu rg Ferry Terminal ($7,500,000), and new or major 
improvements at Tenakee, Hoonah and Ketchikan ($3,200,000).

The staff total of 20 includes a Naval Architect and five 
register ed professi onal engineers. Beginning in FY 85 a 
full time Shore Mai nte n a n c e  Manage r function was established 
to schedule and contract for shore maintena nce as needed.

The legislature authorized 7 additional positions for FY 86 
w h i c h  will allow this Division to target for an FY 86 
capital con struction output of $26,000,000. The p r i mary 
emphasi s will be in completing the Ket chikan Ship Repair 
Yard ($18,000,000), improvements to vessels M / V  C O L U M B I A  
(Bow Thruster), M / V  BARTLETT and M / V  MATANUSKA ($2,600,000), 
and new or improved terminal facilities at Wrangell, 
M e t l a k a t l a  and Seward ($5,200,000). Mainte nance of all 
Alaska Marine Highway Terminals is ongoing and estimate d to 
be $200,000 per year.



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
D I V I S I O N  O F  M A R I N E  O P E R A T I O N S

Eugene H. Black, Director

Objectives of FY 85

Full utilization of our capital assets, our ships, and shore 
f a c i l i t i e s .

Provide additional service the private sector could not 
offer. This deals wi th new Alaskan ports and frequency of 
service.

Increase ship operating days and pas senger boardings.

Reduce overhaul costs

a. Increasing productivi ty per labor hour
b. Improved scheduling
c. Shorter layup period

Improve passenger service by upgrad ing facilities and 
e xpanding passenger food service options.

Re-eng ine the M / V  MATANUSKA.

Upgrade safety equipment to state of the art on all Alaska 
M arin e Highway System vessels.

The number of employees under Alaska Marine Highwa y System
supervision

Nine shoreside management positions to supervise 725 vessel 
p o s i t i o n s .

Accomplishments

The ships were better utilized with an increase in ships 
o p e r ating d a y s .

Service to A l a skan communities was e x p a n d e d  by scheduled 
trips to Hyder, Alaska. Service across the Gulf of Alaska 
was expanded and studies are being done to analyze this 
a r e a .

O v e r haul costs were reduced by several changes in management 
p r a c t i c e .



a. Executed second year of a five (5) year service
contract with main engine manu fa c t u r e r  for the
m aintenance  of the main engines on the M/V COLUMBIA  
with an estimated annual cost savings of 500,000
dollars, which has resulted in improved operational 
reliability of the M / V  COLUMBIA.

b. Better scheduling of layup personnel  resulted in more 
p r odu ctivity w i t h  smaller crew levels.

c. Less days were spent in layup status resulting in more 
use of Alaska M a r i n e  Highway S ys tem vessels.

E xtensive upgr ading of Alaska Marine H i ghway System vessels 
occurred in FY 85. The m a j o r  ones that affected Passenger 
Services are:

a. R e instit uted year-r o u n d  table service for dinner meal 
on board Seattle run ships.

b. Installed A m t r a k  style recliners on M/V's LeCONTE, 
A U R O R A  and COLUMBIA.

c. Installed toddler play area on M/V's TAKU and 
MALASPINA.

d. Maj or carpet u p g r ading on M/V's MALASPINA, LeCONTE and 
T A K U .

e. Remodel of Cockta il Loung e and Dinin g Room on the M/V 
MALASPINA.

f. Installed public showers on the M / V  A U R O R A  and M/V 
LeCONTE.

The M / V  M A T A N U S K A  was re-engined. The life cycle cost
savings justified this project. The fuel consumption 
comparisons are very favorable after the first four months 
of operations.

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

a. U p g rade d all radar systems in the fleet with state of 
the art capability.

b. Installed new extended skeg on the M / V  COLUMBIA to 
improve her handl ing characteristics.



c. C o n d u c t e d  firefighting and CPR training programs for
employees in Deck, Engine and Stewards Departments.

d. C o n t inued upgrading  the plumbing, electrical and
ventil a t i o n  systems aboard the ships.

e. Increased emphasis on the upgrading of all navigational 
e q u i p m e n t .

The change in direction from FY 8 4 to FY 8 5 was more a
consoli dation than a change. More effici ent use of Alaska 
Marine H i ghw ay S ystem Facilities, better scheduling of work 
and personnel, and expande d frequency of service.

FY 86 is a year where due to budgetary  restraints, major 
cost cutt ing measures are being put in place. It is our 
intention to not retreat in regard to increasing our 
passenger boardings comparison. We are planning to 
accomplish more but with less. The p r o posed changes are:

a. By b etter scheduling, the M / V  C O L U M B I A  will be layed up
during the least profitabl e period. Even with the 
layup, p a s s enger bo ardings should show a reasonable 
increase. The savings from this measure will result in 
a cost savings of appro ximately $431,952.16 due to her 
being in cold ship status void of crew.

b. The average time the ships will remain in 
m a i n t e n a n c e / o v e r h a u l  status will be cut, allowing 
a dditional time on the run to o ffset  the M / V  COL UMBIA 
layup.

c. Size of overhaul crew levels will be cut by 11%. Due 
to improved procedures and scheduling, the wor k will be 
c o m p l e t e d  in less days.

d. The food service d uring overhaul period will be 
replaced with meal per diem, which will result in a 
cost savings of $241,915.46.

e. There will be a change to two mainline ships calling on 
Seattle d u r i n g  the summer season, whic h will result in 
savings from less expensive supply costs and should 
increase revenues due to more p a s s enger miles being 
l o g g e d .



WEEKS OF SHIPS OPERATIONS - By Calendar Year

1981 1982 1983 1984 1985
PLANNED

1986

Four Mainline Vessels - Southeast 128.9 135.4 133.8 150.7 146.0 155.6

Two Feeder Vessels - Southeast 82.4 84.5 81.2 83.5 87.2 90.2

M/V CHILKAT - Southeast 44.9 48.5 47.3 47.3 46.9 47.6

Feeder Vessels includinq 

M/V CHILKAT 127.3 133.0 128.5 130.8 134.1 137.8

Total Southeast System 256.2 268.4 262.3 281.5 280.1 293.4

M/V TUSTUMENA 43.4 45.0 43.8 43.0 43.9 43.8

M/V BARTLETT 52.2 44.5 44.6 44.8 44.5 44.8

Total Southwest System 95.6 89.5 88.4 87.8 88.4 88.6

Total AMHS 351.8 357.9 350.7 369.3 368.5 382.0



&
ALASKA MARINE HIGHWAY SYSTEM 

WEEKS OF SHIPS OPERATIONS - By Fiscal Year

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86
FY 87 

BASE

FY 87 

REQUESTE1

Four Mainline Vessels - Southeast 120.4 141.9 132.0 145.2 14C.0 155.8 153.1 160.1

Two Feeder Vessels - Southeast 87.0 85.9 79.7 86.0 86.2 90.8 90.9 90.9

M/V CHILKAT - Southeast 45.2 4°.2 47.5 47.3 47.0 47.5 30.8* 30.8*

Feeder Vessels including 

M/V CHILKAT 132.2 134.1 127.2 133.3 133.2 138.3 121.7* 121.7*

Total Southeast System 252.6 276.0 259.2 278.5 275.2 294.1 274.8* 281.8*

M/V TUSTUMENA 43.7 44.7 44.0 43.0 44.0 43.7 43.6 43.6

M/V BARTLETT 42.2 44.2 44.8 44.8 44.6 44.7 43.3 43.3

Total Southwest System 85.9 88.9 88.8 87.8 88.6 88.4 86.9 86.9

Total AMHS 338.5 364.9 348.0 366.3 363.8 382.5 361.7* 368.7*

*The M/V CHILKAT is 

removed from service 

February 1, 1987.
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DEPARTMLNT OF TRANSPORTATION AND PUBL IC FACIL ITIES

OFFICE OF THF COMWSSIOOEfi

BILL SHEFFIELD. GOVEKNUK

fOUCH S
JUNEAU. A LA SK A  995 ' ’ 
PHONE: 190 ? I Jo5 .'900

F e b r u a r y  2 3 ,  1 9 8 3

Ms, S a l l y  S m i t h  
P r e s i d e n t
S o u t h e a s t  C o n f e r e n c e  

P. 0. Be x  29 
D o u g l a s ,  A K  9 9 8 2 4

D e a r  P r e s i d e n t  S m i t h :

Th i s  is in r e s o o n s e  to y o u r  r e c e n t  l e t t e r s  to D e p u t y  C o m m i s s i o n e r  

J o e  C a m p  a n d  m e  r e g a r d i n g  r e a c t i v a t i o n  a n d  e x p a n s i o n  of the 
M a r i n e  H i g h w a y  T a s k  F o r c e .  T h e  Tc.sk F o r c e  w a s  a p p o i n t e d  by 
G o v e r n o r  S h e f f i e l d ,  and its w o r k  e n d e d  w i t h  c o m p l e t i o n  or the 
T a s k  F o r c e  R e p o r t .  I d o  n ot b e l i e v e  it w o u l d  be b e n e f i c i a l  to ; 
r e a c t i v a t e  and e x p a n d  tne T a s k  F o r c e  at this  time.

I can,  h o w e v e r ,  s e e  s o m e  b e n e f i t s  f r o m  h a v i n g  an a d v i s o r y  g r o u c  

to w o r k  w i t h  t he 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 .  [ b t i i e v e  s u c h  a 
m e c h a n i s m  c u r r e n t l y  e x i s t s  "within the S o u t h e a s t  C o n f e r e n c e .  1 

w o u l d  l i k e  to s u g g e s t  tha t y o u r  T r a n s p o r t a t i o n  C o m m i t t e e  o r  s o m e  
o t h e r  g r o u p  t r : m  y o u r  o r g a n i s a t i o n  a s s u m e  s u c h  a role . I c m  see­
the n e e d  f or  r e g u l a r  m e e t i n g s  a n d  s u g g e s t  fo r y o u r  c o n s i d e r a t i o n ,  

q u a t c u r l y  m e e t i n g s  to be s c h e d u l e d  b y  the A d v i s o r y  G r o u p  at t h e i r  
c o n v e n i e n c e  w i t h  tne c o n c u r r e n c e  of t he  D e p u t y  C o m m i s s i o n e r  of 

the A l a s k a  N a r i n e  H i g h w a y .

S i n c e r e l y

R • J i K nuiwp*. 
..-^armrTss L o hv r

c z: J o e  C a m p ,  D e p u t y  C o m m i s s i o n e r
k 1 a s k a M n r j. n e ri i g hw av S y s t e m



(907) 586-6846

P.O. Box 29 • Douglas, Ak. 99824

F e b r u a r y  5, 198 5

T h e  H o n o r a b l e  B i l l  S h e f f i e l d

G o v e r n o r
S t a t e  o f  A l a s k a
P o u c h  A
J u n e a u ,  A K  9 9 8 1 1

D e a r  G o v e r n o r  S h e f f i e l d :  ;

T h e  S o u t h e a s t  C o n f e r e n c e  b o a r d  o f  d i r e c t o r s ,  c o m p r i s e d  o f  S o u t h e a s t  
d i s t r i c t  r e p r e s e n t a t i v e s ,  S o u t h e a s t  l e g i s l a t o r s ,  a n d  S o u t h e a s t  
c o m m u n i t y  m a y o r s ,  h a s  r e v i e w e d  t h e  M a r i n e  H i g h w a y  T a s k  F o r c e  r e p o r t  
t o  t h e  S t a t e  a n d  i s  f o l l o w i n g  t h e  i m p l e m e n t a t i o n  o f  t h o s e  r e c o m m e n d a ­

t i o n s  w e  s u p p o r t .

T h e  S o u t h e a s t  C o n f e r e n c e  b o a r d  r e q u e s t s  t h e  M a r i n e  H i g h w a y  T a s k  F o r c e  
b e  c o n t i n u e d  a s  a n  a c t i v e  b o a r d  a n d  b e  e x p a n d e d  t o  i n c l u d e  a r e p r e ­
s e n t a t i v e  f r o m  e a c h  m a r i n e  h i g h w a y  " us er " c o m m u n i t y .  T h i s  w o u l d  
e n s u r e  o n g o i n g  c o m m u n i c a t i o n  b e t w e e n  t h e  S t a t e  a d m i n i s t r a t i o n  a n d  t h e  
p e o p l e  of  A l a s k a  s e r v i c e d  b y  t h e  f e r r y  s y s t e m .

W e  s h a l l  a p p r e c i a t e  y o u r  c o m m e n t s  r e g a r d i n g  t h i s  r e q u e s t  w h i c h  t h e  
b o a r d  b e l i e v e s  w i l l  a c h i e v e  a b a l a n c e d  d i r e c t i o n  f o r  t h e  f u t u r e  o f  

th e m a r i n e  h i g h w a y  s y s t e m .
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