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September 2S, 1985

MEMORANDUM

TO: Representative Bette Cato

FROM: Mary Jennings
(fG t

Legislative Analyst

RE: Ferry Stystems in Washington State and British Columbia
Research Request 37-025

You requested general information regarding the ferry systems in 
Washington State and British Columbia. Information on fares, traffic, 
emoloyee unions and financial structure is provided below.

Washington State Ferry System

The Wasnington State Ferry (WSF) system began operation in 1351. The 

system was purchased from individuals who had been ooerat;ng ferries on tne 

Puget Sound since the turn of the century. The state ourchased 15 ferries. 
20 terminals and miscellaneous supplies for S4.95 million. Today, tne 

Marine Division of the Washington State Department of Transoortation con­

trols assets valued at over S308 million and operates 22 vessels which 

carry seven million vehicles and 17 million passengers each year.

All of the ferries are capable of carrying cars as well as passengers. The 

largest vessels in the system are two 440-foot "jumbo" ferries, each with a 
caoacity of 206 autos and 2,000 passengers. The smal'est ferry (150 feet) 

is capable of carrying 40 autos and 200 passengers. Tie total car-carrying 

capacity of all the ferries is 2,412. The ferries are not equioDeo with 
sleeping facilities, although food service is available on the majority of 
the vessels.

ferry t.-iDS. Seventy percent of al' passengers are recreat 
travelers.
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The British Columbia Ferry Corporation

The Bntish Columbia Ferry (BCF) Corporation was created in 1960 by the 

provincial government. The system began after two private ferry companies

operating in B.C. went on strike. During 1961, with purchase of the assets 
of one of the striking companies, the corporation operated two ships over 

one route and employed approximately 225 people. In 1985, the BCF was 

consolidated with the coastal fleet of the Provincial Division of the Minis­
try of Transportation and gained 14 vessels and ten routes. Today BCF 

operates 39 vessels over 25 routes and employs approximately 2,700 people. 

The system is a Crown Corporation, which means it is publicaly owned and 

pays no provincial or federal income taxes.

Of the 39 ships operated by the system, 38 have car carrying capabilities. 
The largest vessels are five 457-foot "jumbo" ferries that can each carry 

360 vehicles and 1,500 passengers. The smallest vessel is a 38-foot pass­
enger-only ferry with a capacity of 40 people. Two /essels have sleeping 

facilities and approximately half offer food service.

The shortest route in the system is two nautical miles (IS minutes) and tne 

longest is 274 nautical miles (13 hours). The busiest route is between 

Vancouver and Victoria--the provincial capital. All of the routes are day 

routes except for one, which becomes an overnight trip during the winter 

season. The corporation serves urban commuters, recreational travelers, 

and a great number of business travelers between the mainland and the capi­
tal. Summer is the busiest season; during the winter, traffic drops by 

approximately 50 percent.

Fares. Fares for the most heavily used route between Vancouver and 

Victoria are S19 for a car and driver and S4 for a passenger. Today's
fares represent about a 200 percent increase for vehicles and a 100 percent 
increase for passengers over fares charged when the corporation began 
operation in 1960. Reservations are utilized for vehicles and passengers 

on one route and for vehicles on only two routes. Credit cards are

accepted only on the routes which utilize reservations.

Traffic. Until 1982, the BCF had experienced a steady growth in
traffic. Since that time, volume has decreased slightly each year. The 

system expects 1986 to set all time traffic records due the increase in 
tourism at the World's Exposition in Vancouver. According to th. corpora­
tion. traffic is handled efficiently by the current vessels and there are 

no plans for fleet expansion.

Employees. Of the 2,700 employees, all are unionized except for the 
ship's captains. The 3ritish Columbia Ferry and Marine Workers Union

represents the workers.
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September 29, 1986

MEMORANDUM

TO: Representative Bette Cato

FROM: Mary Jennings

Legislative Analyst

RE: Ferry Stystems in Washington State and British Columbia
Research Request 87-025

You requested general information regarding the ferry systems in 

Washington State and British Columbia. Information on fares, traffic, 
emoloyee unions and financial structure is provided below.

Washington State Ferry System

The Washington State Ferry (WSF) system began operation in 1951. The 
system was purchased from individuals who had been operating ferries on the 

Puget Sound since the turn of the century. The state purchased 15 ferries. 

20 terminals and miscellaneous supplies for S4.S5 million. Today, the 

Marine Division of the Washington State Department of Transportation con­

trols assets valued at over S308 million and operates 22 vessels which 

carry seven million vehicles and 17 million passengers each year.

All of the ferries are capable of carrying cars as well as passengers. The 

largest vessels in the system are two 440-foot "jumbo" ferries, each with a 
capacity of 206 autos and 2,000 passengers. The smallest ferry (150 feet) 

is capable of carrying 40 autos and 200 passengers. The total car-carrying 
capacity of all the ferries is 2,412. The ferries are not equipoea with 

sleeping facilities, although food service is available on the majority of 
the vessels.

The system operates nine routes serving 20 terminal locations throughout 

Puget Sounc. Routes are cevoted to both commuting ana recreations’ 
travel. The shortest route is 1.5 nautical miles (15 minutes) :n tr.e 

Tacoma urban area, anc the longest route is 28 nautical miles 2-1, 2 -sour: 
’n the San Juan Islands. Recreational travel accounts for 22 pe>"'er.* 

all ferry trios. Seventy percent of all passengers are recreational 
travelers.
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Fares. Fares range from SO.95 (passenger) and S3.40 (car and driver) for 

a 15-minute route to S5.50 (passenger) and S23.55 (car and driver) for a 

3-1/2-hour route. Table 1 presents a history of cross sound auto and
driver fares and passenger fares and the consumer price index during the 

last sixteen years. The table indicates that fares have increased at a 

pace comparable to the Seattle area consumer price index. The WSF does not 

utilize reservations, except for cars on the Anacortes, Washington-Sidney, 
B.C. route during the summer months only. The WSF does not accept credit 
cards for payment of fare.

Traffic. Table 2 shows that systemwide traffic grew steadily during the 
1970s but declined in the early 1980s, when Washington experienced a severe 

economic downturn. Since 1982, total traffic volume has been gradually
returning to the 1979 peak. Traffic has already exceeded previous nigns on
many routes. The system makes an average of 323 daily trips, carrying 

47,000 passengers and 19,000 vehicles. The smallest route has 534 average 
daily passengers and 200 vehicles; the largest has 3,554 average daily

passengers and 4,325 vehicles. The summer months are the busiest time; 
traffic drops by 57 percent during the winter.

During the past six years, WSF has acquired six new vessels. Due to
reduced traffic and these new vessels, the system has been able to avoid

increasing service hours. Total system vehicle traffic is projected to 
grow at an average annual rate of 0.4 percent during the next six years.

Traffic on some routes is expected to decline, while other routes are
expected to expand substantially. To accomodate the growth, the system

plans to purchase four passenger-only vessels. These ferries will be

utilized on runs that currently experience traffic overloads during certain 
service periods.

Employees. The WSF employs aporoximately 950 year-rounci employees, with
250 employees added during the summer months. All employees are

unionized. The three unions representing WSF employees are: Captains,

Mates, and Pilots Union; Inland Boatmen's Union; ana Marine Engineers
8eneficiaries Association.

Financial Structure. Fare revenues have covered approximately 70 percent 

of operating expenditures and 40 percent of operating and capital expendi­

tures during the last three fiscal years. In addition to fares, the WSF 

system acquires revenue from taxes and a toll bridge. Table 3 is a flow 
chart depicting how the revenues from fares, car registration fees, gas ana 

vehicle taxes, bond sales, and federal funds are channeled into different 
accounts to cover operating and maintenance, ferry improvement, construc­

tion. and debt service expenses. Table 4 is a history of operating 
expenses and revenue sources of the WSF since 1967. Taole 5 presents anti­

cipated revenues and expenditures in the 1985-i987 biennium.
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The British Columbia Ferry Corporation

The British Columbia Ferry (BCF) Corporation was created in 1960 by the 

provincial government. The system oegan after two private ferry companies 
operating in 3.C. went on strike. During 1961, with purchase of the assets 

of one of the striking companies, the corporation operated two ships over 

one route and employed approximately 225 people. In 1985, the BCF was 

consolidated with the coastal fleet of the Provincial Division of the Minis­
try of Transportation and gained 14 vessels and ten routes. Today BCF 

operates 39 vessels over 25 routes and employs approximately 2,700 people. 

The system is a Crown Corporation, which means it is publicaly owned and 

pays no provincial or federal income taxes.

Of the 39 ships operated by the system, 38 have car carrying capabilities. 
The largest vessels are five 457-foot "jumbo" ferries that can each carry 

360 vehicles and i,500 passengers. The smallest vessel is a 33-foot pass­
enger-only ferry with a capacity of 40 people. Two vessels have sleeping 

facilities and approximately half offer food service.

The shortest route in the system is two nautical miles (18 minutes) and tne 

longest is 274 nautical miles (15 hours). The busiest route is between 

Vancouver and Victoria--the provincial capital. All of the routes are day 

routes except for one, which becomes an overnight trip during the winter 

season. The corporation serves urban commuters, recreational travelers, 

and a great number of business travelers between the mainland and the capi­

tal. Summer is the busiest season; during the winter, traffic drops by 
approximately 50 percent.

Fares. Fares for the most heavily used route between Vancouver and 
Victoria are S19 for a car and driver and S4 for a passenger. Today's 
fares represent about a 200 percent increase for vehicles and a 100 percent 
increase for passengers over fares charged wnen the corporation began 

operation in 1960. Reservations are utilized for vehicles and passengers 
on one route and for vehicles on only two routes. Credit cards are 
accepted only on the routes which utilize reservations.

Traffic. Until 1982, the BCF had experienced a steady growth in 
traffic. Since that time, volume has decreased slightly each year. The 

system expects 1986 to set all time traffic records due the increase in 
tourism at the World's Exposition in Vancouver. According to the corpora­
tion. traffic is handled efficiently by the current vessels and there are 
no plans for fleet expansion.

Employees. Of the 2,700 employees, ail are unionized except for the 
ship's caota.ns. The 3ritish Columbia Ferry and Marine Workers Union 

represents the w^-kers.
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Financial Structure. The BCF operates each year on a S40 million 

(Canadian) subsidy from the provincial government. Due to the large 
increase in traffic from Expo, the corporation hopes to show a profit this 
year.

★ * * *

I hope you find this information useful. I am expecting detailed traffic 
and financial reports from the British Columbia Ferry Corporation and will 

contact you when I receive them. Please contact our office if you have any 
questions.

MJ

Attachments
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R E S E A R C H  A G E N C Y

November 3, 1986

MEMORANDUM

TO: Representative Bette Cato

ATTN: Rhonda Thompson

FROM: Mary Jennings
Legislative Analyst

RE: Washington and British Columbia Ferry System
Research Request 87.025 (Additional Information)

I recently received some additional material from the British Columbia 

Ferry Corporation. Attached is the FY 1984/85 annual report of the corpora­

tion and a report containing aeneral information about the system. I hope 

you find this information useful. Please contact me if you have any ques­

tions.

MJ

P . O .  3 o x  Y .  S u i e  C a p i i o l  

J u n e a u .  A l a s k a  ^ 8 1 1 - 3 1 0 0  

M a i l  S l o p  J 1 0 0  

( 9 0 7 )  A A 5 - 3 9 9 I
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The Honourable
ROBERT G. ROGERS
Lieutenant Governor
of the Province of British Columbia

MAY IT PLEASE YOUR HONOUR:

! 'sspectfuily submit herewith the Annual Report of the British Columbia 
Pern/ Corporation for the fiscal year enced March 3 1 . 19E5 in compliance 
with the provisions of the Pern/ Corporation Act.

djL /■
/

ALEX V. FRASER
Minister of Transportation and Highways 

June 3 , 1S35
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■ 9 Honourable Alex V. Fraser 
'v... lister of Transportation & Highways:
'9=4-25 yielded appreciable reductions in the B.C. Ferry 
Corporation's operating deficit. This was achieved wniie still 
meeting the Corporation's mandate ot ottering the best 
pcssiole service in tne most efficient manner. While 1933-34 
was effectively a year ot stabilization and overall operational 
streamlining, this past fiscal year has been one of significant 
adjustment to the service to high less areas. At the same time, 
the modest traffic gre.vth experienced in 1933-34 over that of 
*352-83 a as once again reversed in 1934-85. The traffic resuits 
a era well below expectations, with vehicles a; 4,450,069 and 
passengers at 11,912.943. This represents a decline of .5% in 
vehicles ano 3.9’ s in passengers over 1983-34.
In leaping with the British Columbia Government's instructions 
to care costs in all possible areas, a major assessment review 
of non ioss areas was completed. The review, which touched 
on ail aspects :f service to the North Coast, Sunsnme Coast 
an: Gulf tslancs, :oc< a tnree-crcnged approach: i) to reduce 
operating costs, particularly during the low revenue off season 
per :c by mere closely matching schedules to traffic demand 
anc :ar.erns; 2} to provide residents of communities dependent 
u:cr, tne ferries as a transportation link with a service that 
wouid meet tr.eir day to day requirements; and. 3) to maximize

^ n e  Corporation's roie in the piovince’s vital tourist industry.
^Fam pleased to report that the success of the Ferr/

■derationsongoing ccst reducing program is due in part to 
. «spirit of cooperation that prevailed between the 
communities concerned and the Corporation in implementing 
cost reducing measures that have already yielded impressive 
results. For example, service to the North Coast was reduced 
between Prince Rupert and Port Harcy during traditionally low 
traffic months. However, the projected savings allowed the 
Corporation to carry out ship renovations necessary to 
implement a day beat operation during the summer tourist 
season. The summer of 1935 will see the launching of this new 
' day cruise service between Prince Rupert and Port Hardy - a 
service that will substantially increase the tourist activity to 
northern communities.
Efficiency measures unaertaken on the Sunshine Coast also 
mvolved a reduction in the number of sailings. However, a 
-amp at Lanccaie terminal was douoledecked with the result 
mat the route can now be luily operated with a doubledecked 
snip. This r.as erfectively increased the lift-off capacity wmle at 
me same ’.'me allowing tne Corporation to operate the service 
n a more ccst eific.eni manner.
.V.-.ife me empnasis m s cast year was directed to cutting costs 

specific -cutes, overall savings *ere achieved in ail facets

1

of the operation. Laoour costs, which account for the major 
part of the operating budget, were substantially reduced by a 
general streamlining of the establishment in line with the 
provisions of the collective agreement.
As mentioned, the anticipated turnaround in traffic levels did 
net materialize during \934-35. Indeed, while in 1933-34 a 
slight increase in vehicles and passengers was experienced, 
this past year has seen a decline of 22,638 vehicles and 
484.962 passengers. Nevertheless, despite the general decline 
.n tratfic. the month of August set an all-time record lor 
passengers and vehicles. Also, a hopeful indication that 
recovery has begun is the performance of commercial vehicle 
traffic. For all routes, commercial traffic was up 2% over 1583- 
54 anc 5°o over 1932-83. For the last quarter of 1984-35, 
commercial traffic on the two Vancouver Island routes was up 
5.53.a. in the past, commercial traffic has often been a 
precursor or leading indicator of overall traffic trends.
'.Vitn this in mind plans are underway to meet the increased 
oemana curing Expo '35. The fleet's excension since 1930 by 
way oi lifting five major vessels, plus the ships presently laid 
up, has put the Corporation in an excellent position to meet 
projected vehicle lift-off demands. In addition, bus passenger 
pick up and drop off zones are being revamped at the major 
terminals to make it a more attractive and convenient means of 
travel.
British Columbia's ferry fleet plays an important role in 
preserving the coastal residents’ way of life by offering a vital 
transportation iink. At the same time the fleet itseif is seen by 
millions of tourists as a major attraction. The B.C. Ferry 
Corporation's employees, management and board of directors 
take pride in meeting the many and varied needs cf their 
travailing public.

Cn behalf of the 3oard,

Stuart M. Hoaoson 
Ch3irman



The Corooration has now experiencea three straight' 
recessionary years with hrtls or no growth in most categories 
c! traffic. The notable exception to this pattern is the 3% 
increase in commercial vehicles - a hopeful sign toward 
economic recovery in Sritisn Columbia.
In spite of soft traffic patterns, the future looks promising. In 
tr.e face of adversity over the pas; three years, costs have 
actually been reduced through careful planning of ship and 
crew schedules. It is encouraging to ncte that these and other 
continuing management efficiencies have resulted in a further 
5% reduction of operating expenses while net revenue 
increased 5% in spite of declines in traffic. The increase in 
revenue was in part, a reflection of the very modest increase in 
fares. Vehicle fares increased by aoroximately 5% in February 
of 1S85.
The Corporation is now leaner, more efficient and well 
positioned to take advantage of the anticipated return to 
healthy traffic growth expected over the next two years.

Gooc progress was made this year in a continuing effort to 
improve overall efficiency of the fleet througn the application ol 
a mere precise match cetween capacity and traffic. Input from 
local residents has become a recuiar feature of the planning 
process. Community meetings were held on the Sunshine 
Coast, the North Coast andlhe Gulf islands to discuss 
proposed schedule changes.
Although service was cut back on some routes, the number of 
sailings lor the entire system increased by 3% in 1984/35. 
There was a total of 70,313 one-way sailings.

Sunsnme Coast service and efficiency were improved with the 
introduction cf the converted "Queen ol Albernf into operation 
on the Langdale-Hcrseshoe 3ay route in conjunction with 
upgraded terminal facilities at Langoale.

On the North Coast substantial cuts were made in winter 
service, with the elimination of the Tsawwassen leg of the 
Prince Ruoert-Port Hardy route from the winter operation. A 
single ship made one trip per week to Pen Hardy and two 
round trips to Skidecate.

in addition, the chartered Prince Rupert-Masset tug and barge 
service for drop trailers was terminateo March 31,1985. 
Commercial crop trailers will be carried on the regular ferry 
route from Prince Rupert to Skicegate. During 1984/85 it was 
decidso that the summer service between Prince Rupert and 
Pen Harcy would be a daylight operation commencing the 
summer of 1985.

The most significant improvements in efficiency have resulted 
Ircm better scneduiing of crews. Overtime costs nave been 
suDStantially reduced. A policy of flexible vessel licences has 
enabled the Corporation to vary the siae of c-ews throughout 
the Cay according to the requirements of traffic.

One of the new management tools introduced in 1934/85 was 
an Executive Network of microcomputers.

The Executive Network provides senior management with 
traffic statistics, revenue information, spreadsheet applications 
and forecasting models. Senior managers are using the system 
to monitor current traffic and demands on scheduies. Historical 
data can be viewed in order to identify trends. 3y combining

■s a;:engsr waiting roam, Harsesnoe 3av
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"s features with a fcrecas*. *g moiel. it is possible to 
: .ly predict capacity ufil-.:at,ons, licence requirements and
probable overloads. 3y using the spreadsheet application, 
senior managers can anatyce various scenarios with regard to 
tariff and revenue iters. Tne system, therefore, is a powerful 
toe; that can aid senior management in Loth short term and 
leng term planning.

Engineering
The Corporation's major construction project this year was the 
i.fting of the "Queen of AlPerni." The contract was piacsd 
February 27.1SS4 and 105 days later, on June ft. 1534, the 
snip was back in service v.«n a new upper car beck coupling 
its original vehicle capacity.
Coinciding witn this p.ro,ect was a major upgrading ot facilities 
a; Langdale Terminal. The vehicle leading ramps were double- 
deckec in order to permit simultaneous icacing ot both vehicle 
decks. New offices and waiting rooms were constructed ana 
the holding compound 'aycut was -eoesignec.
'.'.edifications were commenced o.n tne "Cueen of the North" to 
suit the new "Day Cruise" service. Because of tne cancellation 
of contracted tug and barge service to the Cueen Charlotte 
tstar.es. both tne "Cueen of the Norm" and "Cueen of Prince 
Super." were outfitted to carry refrigerated trucks by 

^nsta'iation of new car beck exhaust systems to enable truck 
flfefticling units to operate Curing the crossing of Hecate Strait. 
^mr,s holding compound at Skidegate Terminal was increased in 

to accommodate drop trailer traffic.
improvements in facilities at major terminals have continued.
At Swartz Say a new passenger pick-up facility -was completed 
abiecem to the docks, thus shortening the walking distance for 
discharging foot passengers end alleviating congestion at the 
departure ticketing area. New toll booths were built in order to 
improve the (low of traffic and expand the holding compound. 
P'anning is underway at Swarz 3ay for dcuble-ianing the 
upper vehicle ramp at Number 1 Serth; for expansion of the

refrigerated and cry stores area; and for construction ol a new 
bus passenger loading facility wmch will include six bus bays 
end a new passenger waiting room.
a: Tsawwassen the upper vencie ramp at Number 2 3enh nas 
been widened to two lares, thus eoeecir.g me loading and 
unloading process, and tne cafeteria was expanded to provide 
additional seating.
At Horseshoe Say the upper vehicle holding area was 
extended and a new passenger waiting room and control tower 
were built.
After a period of extensive testing during 1252-34, fuel metres 
nave been fined to all major vessels. The fuel metres, together 
with better ship scheduling, has resulted in total fuel 
consumoiicn in 1584/35 of 75.258,000 litres, a oTo reduction 
from me previous year.
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New fleet colours are appearing on the vessels as they go .nto 
refit for regular maintenance. Acprcximateiy half the vessels, 
have new seen repainted. The EXPO 35 !ogo is Peine painted 
on lunr.eis m conjunction with the repainting program.

Catering
The past fiscal year was a period of consolidation for the 
Catering and Passenger Services area. Total revenue declined 
as a result of lower passenger traffic, smaller average 
expenditure per passenger ana the closing of marginal cutlets. 
Although within budget, tne Gross P-of: percentage was 
silently” lower than the previous year, l/enu price increases 
were kepi a; a minimum in response to the puolic's resistance 
to hign priced menu items.
General operating expenses were reduced substantially with 
the result that the net operating loss was reduced from 
previous years m spite of declining revenue.
Reductions in Route rf 10 (Pea Hardy-Prince Rupert) 
operations nave produced supstential crops in ootn iiquor ana 
stateroom revenue: nowever. the lest revenue was mere than 
offset cy reduced expenses. Anticipated sales increases on the 
new day run concept snouid more than replace these lost 
marginal sales with very productive revenue dollars.
Cngpmg emphasis on newsstand development has produced 
an increase in Doth sales and newsstand gross profit in spite of 
limited passenger traffic. In support of this trend, the 
Vancouver Class vessels will be featuring new expanded gift 
shops with three vessels ccmcleted prior to the summer of 
1S85.
The new Tsawwsrsen test kitchen and Quality Control 
Supervisor continue to produce basic improvements in food 
qua.ity. Although gradual, these improvements nave proven to

Ij-m.r-r ■ iSLVl" :rbT ‘ i, ’ 1
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Expansed newsstand/gihshcp

be lasting and consistent througnoui the fleet. Revised food 
purchasing procedures have aiso been effective in improving 
qualify consistence and value.

Communications
3.C. Ferries has continued tc expand its rcie in the promotion 
of tourism, in recognition oi the significance of this growing 
industry to Britisn Columbia and the Corporation as a major 
source of revenue. A major activiry this winter has been tne 
promotion of the Day Cruise, which is to oe introduced on the 
Northern route to Prince Rupert in the summer of 1355.
The Corporation has aiso expended its activities in major travel 
snows in key market areas of the U.S. and Canada, wonting in 
close cooperation with Tourism 3.C. and the tourism regions of 
the province. The past year aiso featured mere involvement 
with local tourism communities in areas served by the 
Corporation.

#

get arrivals, Swanr 3ay



$mputerized reservations tor the Gulf Islands and North 
-.st which were completed in ! 953 have teen streamlined,
, now oder 20 even more efficient service to travel agents 

and tne ger eral public. This process will continue as we 
prepare well ar.ead tor tne anticipated volume ot enquiries tnat 
,v:j| "3 C2r2.rct2d by Exc - 55.

Labour Relations
The main Labour Relations activity during 1S34 was trie 
administration ot the collective agreement that was concluded 
In 1933. This included developing a layoff and recall procedure 
with the Union wnicn allowed tne Corporation to downsize its 
work force.
A number of grievances arcs® as a result of the new contract 
language; however, the parties were able to resolve these 
differences of opinion in accordance with procedures 
established under the collective agreement This last fiscal 
year saw no time less cue to cibket action of any kind,
'■■•ciuding third-perry bickering.

Personnel
Tne greater flexibility in manning and improvements in 
scheduling afforded py the Agreement concluded on October 
30,1333. .mcacted most significantly on the personnel function 
in 1934. A new bargaining unit establishment, reflecting the 
prpcraticn's ongoing commitment to reduce overall wage 
sts by means of the rationalization of the Corporation's 
-.an resource requirement to a level commensurate with its 
operational 'equirements, was accepted ana approved. At 

te same time the Corporation's commitment to reduce its

tsR s

outstanding banked overtime liability continued with positive 
results; careful manpower planning reduced the total banked 
overtime by 21%.
The new bargaining unit establishment of 1951 positions 
resulted :n a reduct,on of 221 positions effective October 10. 
',534. '■Vr.ere the reduction :mcacted on an employee it was 
effected in consultation with that employee, his Union 
representative end his Union executive. As a result cf the 
extensive preparatory work completed, and despite the 
inevitable riopling effect cf ''bumping," the overall reduction in 
the number of employees was brought about with a minimum 
cf disruption cf personal inconvenience. Of those employees 
who were laid off and who elected to return to work witn the 
Corporation when worn is available, and after allowing for 
attrition of present regular employees thrcugn retirement, 
death, disabilities, etc. it is considered that the vast majority 
will return to work as full time regular employees within the 
next 1S months, in the interim, they will be offered every 
oobonuniry to work for tne Corporation throughout the busy 
summer months or any other time that their services can be 
used.

A.L Cciiier 
President and 
Chief Executive Officer



NET OPERATING REVENUE + 5%
Eespite :ns lack of significant traffic growth in recant years, 
revenues nave Dean growing as a result of regular, modest, 
annual fare increases.
Net operating revenue has grown at an average rate cf 7.7% 
per year ever tne past five years.

OPERATING EXPENSES -  5%
Anar a pence cf snarply rismc costs in tne late 70's anc early 
30's, operating expenses nave caen crcugnt under control 
ever tne past tnrse years.
This restraint was essential oue to lack cf traffic growth and a 
major reduction in the provincial government subsidy.

INCOME/LOSS 
AFTER SUBSIDY & DEPRECIATION
Eescife tne lack of traffic growtn tnere nas oeen a strong 
financial recovery over tne past three years as a result ol 
operating ccst restraint and modest fare increases.

Fiscal Year Ending March 21

Fiscal Year Ending March 31
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'TAL PASSENGERS -  4%
-her a smaii increase in 1533/84, passencar tragic has fallen 
scam in 1984/35.
Over the pas: 24 years. i£5 million passengers have been 
earned. The 200 miliior.tn passenger is expecte: during the 
summer of 1585.

TOTAL VEHICLES -  0.5%
"otai vehicle traffic nas remained virtually unchanged over tne 
cast three years.
Over 57 million vemctes have seen earned since 1550.

COMMERCIAL VEHICLES + 3%
Commercial vehicles have shown a steady increase over the 
pas: two years after suffering a sharp decline in the early 
f 380 s.
In the past, commercial traffic has usually been a precursor or 
ead.ng indicator of changes in other traffic categories.

I

i

rs rs 50 51 J2 53 54
Fiscal Year Ending March 31

Fiscal Year Ending March 31

ss

"iscai Year Ending March 31
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Ihcrtered Accountants

AUDITORS' REPORT

To che Lieutenant-Governor in Council 

Province of British Columbia

Ve have examined che balance sheet of 3ricish Columbia 

Perry Corporation as ac March 31, 1385 ana che scacemencs of income, 

deficit and changes in financial position for the year chen ended. 

Our examination was cade in accordance with generally accepted 

auditing standards, and accordingly included .such tests and o c h e r 

procedures as we considered necessary in che circumstances.

In our opinion, these financial statements present fairly 

che financial position of che Corporation as ac March 31, 19S5 and 

che results of its operations and the changes in its financial 

position for che year chen ended in accordance with g e n er a l l y  

accepted accounting principles applied on a basis consistent with 

that of che preceding year.

Chartered Accountants

Victoria, Canada 

May 21, 1985

C f is c e s  th ro u g h o u t C a n a d a , In te rn a t io n a l F irm  K ly n v e ld  M a in  G o e rd e le r
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CURRENT ASSETS 
Cash (Note 1)
Accounts receivable (Note 2) 
Inventories (Note 3) 
Prepayments and deposits

1585 1984
(expressed in thousands)

S 11,9*3 S 3,361 
300 505

3,553 9,252
S49  =23

'2.150 14.201

RESERVED FUNDS (Note 4)

FIXED ASSETS (Note 5)
Ships, berths, buildings, 

equipment and land 
Less accumulated depreciation

7.317

477,374
204.709

273.165

465,413 
173.545 
291.773

APPROVED BY THE BOARD

S203.132 S3Q5.97*

I' St 
J t  LA

.rector
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CURRENT LIABILITIES
Accounts payable and accrued 

liabilities 
Oeferred revenue

LONG-TERM CE3T (Note S)
ACCRUED SICK LEAVE LIABILITY (Note 7)

mm m mmt* m m m !“■*» tmm n *  a r*m ■ f " ▼ f
2s re  A  I-' ;  L i re  u  a 7

SHARE CAPITAL 
Authorized 

1.000,000 shares without 
par value with a maximum 
consideration cf $100,000,000 

Issued 
63,512 shares 

CONTRIBUTED SURPLUS (Note 3)
DEFICIT

1S85 1934
(expressed in thousands)

0,wO I

250,401 
' 15.7201 
241.532

$ 13.251 $ 19,455
1.575 1.544

19.235 21,000
35.445 35.535
5.213 5.344

51.600 52.430

5,351 
250,401 
( 13.703) 
243.544

COMMITMENTS (note 13)

5303.132 3305.974
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S t e S e m s s t t  o f  E s t e e m ©
YEAR ENDED MARCH 21. 1285 
(expressed in thousands)

1S35 1234
Operating Revenues

Toils S100,523 S 24.823
Catering 22.225 22,737
Cther income (note 9) i!sos 1.949

125,520 120,514
Less cost of food and goods sold 8.293 9.174

115.537 111.240
Operating Expenses

Salaries, wages and benefits 72.513 52,449
Fuel and lubricants 23,885 25,252
Materials, operating supplies and services 10.156 10,338
Contracted replacements, repairs and

maintenance 5,253 5.250
Marketing, general and administrative 2.530 3,513
Charter fees 2.325 2.946

125.303 122.553
Operating Loss Before Subsidy 3.771 21.213
Province of British Columbia Subsidy

(note 10) •12.000 43.000
Income from operations 2 - , 229 21,737
Interest Expense (note 11) 5^177 5.128
INCOME 3EFCP.E DEPRECIATION 22,052 15,589
Depreciation 31 20.535

S 2.012 3 14 .997
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YEAR ENDED MARCH 31, 1935 
(expressec in thousands)

1925 1934
Deficit (accumulated income reinvested in 

corporation assets) at beginning of year S 13.703 3 (1,222)

Less for the year after depreciation 2.012 14.997

DEFICIT AT END CF YEAR S 15.720 S 13.703

S C a f i © m ® £ t f  o f  © f c s c t g s s  i n
[ ? E n £ K O £ £ : S  P O S S u E O K

YEAR ENDED MARCH 31, 1935 
(expressed in thcusancs)

1235 1934
SOURCES (USES) OF CASH

CASH FROM OPERATIONS (Note 12) S 23.355 3 17.123

FINANCIAL ACTIVITIES 
Proceeds from promissory note issue —  14,729
Repayment of note payable —  (20,GOO)
Cash reserved for funding accrued 

sick leave liability ( 4,172) —
Sinking fund payments < 3.545) < 322)

Casn used in financial activities f 7.317) M5.553)

INVESTMENT ACTIVITIES 
Fixed asset additions (12,455) ( 7,142)
Proceeds on sale of fixed ass^ :s  —   9

Cash used in investment activities d 2.455) ( 7.133)

INCREASE (DECREASE) IN CASH 3.082 ( 5.513)

CASH AT BEGINNING OF YEAR 2 351 9.279

CASH AT END OF YEAR S 11.943 S 3.351

Note: In '.his statement casn .nciudes only casn avanao:e for cay :o cay operations and 
oces not nciude Reserved Funds casn.



YEAR ENDED MARCH 21, 1235

In accordance with Section 3(7) of tne Fern/ Corporation Act the financial statements 
of the Corporation are prepared in accordance with generally accepted accounting 
principles. Significant accounting policies followec in the preparation of these 
financial statements aret

inventories -

Inventories are valued at the lower cf cost and current replacement ccst.

Long-Term Disability -
Amounts paid to the Superannuation Branch of the Public Service Commission 
under the Long-Term Disability Plan are accounted for by the Corporation on the 
basis cf accruing in the financial statements that portion estimated to be payable to 
employees until retirement for individual disability with the balance of the amounts 
paid being included in prepaid expenses.

Fixed Assets -
Acouired from the Province cf British Columbia effective January 1. 1977:
(a) Ships

Ships, which comprise part cf the total assets acquired from the Province 
elective January 1, 1277 by Crcer-ln-Council dated December 16, 1976 and 
transferred at an assigned value of 31, have been revalued by the Corporation 
and are reflected in the accompanying financial statements at their estimated 
depreciated replacement value as at January 1,1977 on the basis of 
construction records for labour and materials valued at 1977 cost exclusive of 
any federal ship building subsidies which may have been available during the 
extended period of years during which the individual ships were built and during 
which such subsidies fluctuated substantially. The estimated depreciated 
replacement value cf the ships at January 1, 1977 is not intended to reflect fair 
market value of the fleet nor can it be considered to approximate fair market 
vaiue because of the specialized nature and limited saieabiiity of the ships 
themselves.
!n addition, three ships presently under charter cy the Province until 1994 are 
subchartered to the Corporation for the same period at an annual cost of S1 
each, with the Corporation being responsible for all operating, repair, and 
maintenance costs. Under the terms of the subcharter agreement with the 
Province, the Corporation may in 1994 request that the Province exercise its 
option to purchase these ships at its own expense in accordance with the terns 
of its charter agreement. In the event that such option is exercised, clear title to 
the ships will be transferred to the Corporation. As a result of these transactions 
and agreements, tnese snips are reflected as cacital assets of the Corporation— 
in the "accompanying financial statements and are simiiarty stated at their 
estimated depreciated replacement vaiue as at January 1, 1977.



(b) Berths, buildings and equipment
Berths, buildings arid equipment also comprise part of the total assets acquired 
from the Province effective January 1, 1977 by Order-ln-Council dated 
December 15, 1975 and transferred at an assigned value of 51.
These assets are reflected in the accompanying financial statements at their 
estimated depreciated replacement value as at January 1, 1977 based upon an 
appraisal made by Universal Appraisal Company Limited as at that date.

Additions and disposals subsequent to Janua r/ 7, 1577:
The costs cf major replacements, additions, extensions and improvements are 
capitalized in the fixed asset accounts. The costs of maintenance, repairs, 
minor renewals or replacements are charged against income. Cn retirement or 
•disposal of fixed assets, the costs thereof and the related accumulated 
depreciation are eliminated from the accounts and any gains or losses are 
reflected in the statement of income.
Cn Octcoer 1, 1983 the remaining puildings and equipment at Dees Dock facility, 
net acquiree from the Province on January 1. 1977 were transferred at an 
assigned value of S1. These assets are reflected in the accompanying financial 
statements at their estimated depreciated replacement value as at October 1 , 
1983 based upcn an appraisal made by Universal Appraisal Company Limited 
as at that date. .

Depreciation -
Fixed assets are depreciated on the straight line method based upcn '.he following 
useful lives:

Snips ...................................................................................................................... 25 years
Berths .........................................................................................................  5- 1 0 years
Buildings and equipment ............................................................................ 4- 25 years

Amortisation of Promissory Koto Discount and Issue Costs -
Promissory note discount is amortized on a compound interest method over the 
term of tne deot. Issue ccsts are amortized on a straight-line basis over the term of 
the cebt.

Provision for Annual Refit Ccsts -
The Corporation provides for ship refit expense by charging against income the 
anticipated ccsts over the period between refits.
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YEAR ENDED MARCH 21, 1235
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Funds, other than these required for immediate settlement of liabilities, are 
invested in short-term commercial sacurit:es authorized pursuant to the terms and 
provisions of the Financial Administration Act of British Columbia. The 
investments are arranged through the Ministry of Finance of the Province.

2. ACCOUNTS RECEIVABLE
Provision has been made for the uncollectibility of a 1230 accounts receivable of 
$1,250,519 due from the British Columbia Steamship Company (1275) Ltd. for the 
iease and mocifications to the Lessee s specifications of the M.V. "Queen of 
Prince Rupert".

3. INVENTORIES

Spare components, parts and supplies 
Fuel and lubricants
Gooes for resale and catering supplies

1235 1934
(expressed in thousands) 
$ 5.237 S 5.332

1,153 1.330
i t  3 — 0

3 3.553 S 2.2=2

4. RESERVED FUNDS
The Corporation has segregated assets that are reouired for specific purposes or as 
required by long-term debt obligations.

1235 1934
(expres-oO m u.cusands)

Sinking funds for long-term debt (note 5) 
Administered by the Province 
Administered by the Corporation

Fund for accrued sick leave liability (note 7)

5 245
3.200 
3,545 
4.172 

S 7.317

DI Tl/xUW I O

Ships owned 
Ships under capital lease 
Ber.hs, buildings and 

equipment 
Land
Construction in progress

Cost o r 
Appraised 

Value 
$ 232,725 

72.597

120,524 
723 

1.205 
$ 477 374

1325
(expressed in thousands)

1934

Accumulated Net Book Net Sook
Depreciation Value Value

5 105,472 $ 177,253 $ 192.581
22.225 50.441 43,771

75,231 50,255 
723 

3.732
S 2C4 709 5 273155 S 291.773

— 1.205



3. LONG-TERM DEBT

Long-term debt issued by the Corporation

3.95% Promissory notes (effective rate 
of 15.75%), are repayable in five equal 
annual instalments of S5.7 million 
commencing March 5, 1233

Less unamortized discount and issue costs

12.03% Promissory note (effective rate 
cf 1 2 .4 .4%) due September 9, 2003 is 
repayable by annual sinking fund 
payments cf S322.492 commencing 
September 9, 1S84

Lass unamortized issue costs

Sinking fund payment required 
within one vear

1SS5 1984
(expressed in thousands)

S 28,500

5.473

22.027

14.753 17
14.7-M
35.753

322 3 35.4.45

S 23.500

7.332
21.163

14,753

 13
14.740

35,903

322 
3 35.535

Principal and sinking fund payments due in each of the next five years:

1985
3322.492

1237
3322.492

1933
35,022,492

1939
S6,022,492

1990
S3.022,492

The Province of British Columbia unconditionally guarantees the payment of principal 
and interest on the Promissory notes.

7. ACCRUED SICK LEAVE LIABILITY
On September 1, 1973 the Corporation introduced short-term illness and injury 
and long-term disability plans and as of that date all employees ceased accruing 
sick leave credits. Under the collective agreement with the employees, in the event 
of illness, the accumulated sick time may be withdrawn prior to retirement and on 
retirement any balance remaining is payable in cash at 50% of accredited time. 
The liability as at March 31, 1985 based upcn a recent actuarial evaluation by 
Peed Stenhouse Associates Limited established the present lump sum value of 
cash payouts on retirement to all employees at 54,172,000 which, with interest wiil 
accumulate an amount required to meet those obligations. The recorded liability 
as actuarially evaluated in 1932 with accrued interest net of withdrawals to 1985 
exceeded the current evaluation by 31,559,391. One third of the excess is 
reflected in current operations and the balance will be reflected in operations of 
the next two fiscal periods. Funds reserved for liquidation of this liaoiiity are 
invested in short-term commercial security (Note 1).



3 . COHTRIBUTED SURPLUS

Excsss of estimated depreciated replacement 
value over assigned value of $1 of assets 
acquired from the Province of British 
Columbia
-  Ships, berths, buildings and equipment 

effective January 1,1977
-  Buildings and equipment effective 

October 1, 1933

1935 1334
(expressed in thousands)

S 249,674

 727
S 25Q.4Q1

S 245,674

727 
S 25Q.4Q1

9. CTKER IKCQKS

F_:king and ancilliary traffic revenue 
Interest earned on funds in bank 

and short-term investments

1955 1934
(expressed in thousands) 
S 947 S 337

1.555 
3 2.506

1.112 
$ 1.349

i w i  r  • • w  v I r> w  a r-x U  w  -5 t U  i H 1 >. »J L  * v —« • I I v)
The Corporation receives a suosidy from the Province cf British Columbia wnich 
is determined annually.
included in fixed assets as "ships under capital lease" are three ships leased 
from the Province at an annual cost of $1 each. The annual ccst of these 
charters to the Province is $4,319,30C. In addition the Corocraticn utilizes 
Crown land for terminals and highway access without rental or property taxes. 
The value of these benefits is indeterminable. The Corporation, as an agent of 
the Crown, is not liable to taxation, including taxation on improvements, except 
insofar as the Crown is liable.
The Corporation utilises Ministries and Agencies of the Provincial Government 
for negotiation and purcnase of fuel, materials, and communications. The 
aggregate of these transactions is $39.3 million (1934 - $45.3 million).

11. INTEREST EXPENSE

Interest expense, amortization of 
promissory note discount and 
amortization of debt issue cost on:

-  long term debt
-  short term borrowings

1935 1934
(expressed in thousands)

S 5,171 
  5

$ 4,292 
1 905

S 5.177 S 6.193



cVI OPERATIONS
»-

the year after depreciation 
i net involving cash 

/epreciation
Amortization of promissory note 

discount and issue ccsts 
Loss on retirement of fixed assets 
Increase (decrease) in accrued sick 

leave liability

Cash generated from continuing operations

Cash generated from (used for) 
operating working capital 

Accounts receivacle 
Inventories
Prepayments anc deposits 
Accounts payable and accrued liabilities 
Deferred revenue

Cash generated from operations

(expressed in thousands)

i< 2,012)

f\GA

550 

1___i£U

29.235

( 295)

( 235)
( 1,155) 
i 130

3 23.355

=(14,257)

30,555

741

248

f 164

15,742

104
259 

1.542 
( 1.245) 
( 1001

S 17,153

• w« v v n i u t i  t I O

Tne Corporation is contractually committed to modify ihe passenger areas on 
the M.V. "Queen cf the North" and to complete terminal compound improve­
ments at Skidegate and Cepartura Bay. Tne total estimated ccst of these capital 
projects is S0.9 million and as at March 31,1555 the estimated remaining cost to 
complete these commitments is SO.4  million.
Not included in the accounts is a lease commitment of 35.4 million for the M.V. 
"Quinsam” which is fully recoverable through a ncn-cancallable sub-lease with 
the Ministry of Transportation and Highways for British Columbia.

14. COMPARATIVE FIGURES
Certain comparative figures for the previous year have been reclassified to 
conform with the March 31,1985 financial statement presentation.
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3. COHTRIEUTED SURPLUS

Excess of estimated depreciated replacement 
value over assigned value of SI of assets 
acquired from the Province of Sritish 
Columoia
-  Ships, berths, buildings and equipment 

effective January 1,1977
-  Buiidings and equipment effective 

Cctober 1, 1SS3

1 ess 1934

(expressed in thousands)

5 2<iS,574

 727

S 250.40,

S 2*9.574 

 ZiZ

9. G7KER IKCOKE

Parking and ancilliary traffic revenue 
Interest earned on funds in bank 

and short-term investments

1955 1934
(expressed in thousands)
S 947

1.555 
S 2.505

5 337

1.112 
S l.sag

PROVINCIAL SUBSIDY AND ESKSrITS
The Corporation receives a suosidy from the Province cf British Columbia wnich 
is determined annually.
included in fixed assets as "ships under capital lease" are three ships leased 
from the Province at an annual cost of 31 each. The annual cost of these 
charters to the Province is 34,319,300. In addition the Corocraticr. utilizes 
Crown land for terminals and highway access without rental or property taxes. 
The value of these benefits is indeterminable. The Corporation, as an agent of 
the Crown, is not liable to taxation, including taxation on improvements, except 
insofar as the Crown is liable.
The Corporation utilizes Ministries and Agencies of the Provincial Government 
for negotiation and purchase of fuel, materials, and communications. The 
aggregate of these transactions is 329.3 million (1934 - 345.3 million).

11. INTEREST EXPENSE

Interest expense, amortization of 
promissory note discount and 
amortization of debt issue ccst on:

-  long term debt
-  short term borrowings

1935 1934
(expressed in thousands)

S 5,171 S 4,292

L90§

m u

#



12. CASK FROM OPERATIONS

L o g s  for the y e a r a f te r depreciation 
Items net involving cash 

Depreciation
Amortization cf promissory note 

discount and issue costs 
Loss on retirement of fixed assets 
Increase (decrease) in accrued sick 

leave liability

Cash generated from continuing operations

Cash generated from (used for) 
operating working capital 

Accounts receivable 
Inventories
Prepayments and deposits 
Accounts payable and accrued liabilities 
Deferred revenue

Cash generated from operations

1985 1 9 3 4
(expressed in thousands)

S( 2.012)
31.034 

350

L-S2B
29.236

( 295)

( 253)
( 1.195) 
( 130

S 23.355

5(14.997)

20,555

741
248

( 164

15,742

104 
259 

1.542 
( 1.243) 
f 1001

S 17,198

■4 0 pnri w t T M B n r eI W « V V / t l l l lM  I m u l l  | V

The Corporation is contractually committed to modify ihe passenger areas on 
the M.V. "Queen of the North" and to complete terminal compound improve­
ments at Skidegate and Departure Bay. The total estimated ccst of these capital 
projects is S0.9 million and as at March 31, 1955 the estimated remaining cost to 
complete these commitments is SO.4 million.
Not included in the accounts is a lease commitment of 35.4 million for the M.V. 
"Quinsam" which is fully recoverable through a non-cancallable sub-lease with 
the Ministry of Transportation and Highways for British Columbia.

14. COMPARATIVE FIGURES
Cer comparative figures for the previous year have been reclassified to
conform with the March 31, 1985 financial statement presentation.



YEAR ENDED MARCH 31

Financial
Operating Revenue 

-  Gross

1525

$125,530

1234 1933 1932 
(expressed in thousands)

S120.514 $110,539 $112,199

1921 

$ 99.552

1930 

S 32,367

Operating Expense 125.303 132,553 139,013 133,355 104,955 38,695

Operating Less 
before Subsidy 3,771 21,213 37,213 31,221 14,251 13.567

Subsidy <13,000 43,000 43,000 53.391 53,105 45,447

Casn Flow from 
Operations oa t = s 17.193 (3.005) 44,311 38,533

Depreciation and 
Amortization 31,064 30,536 34,724 25.037 22,143 20,271

Interest on Debt 5,177 5,153 5,073 353 779 380

Working Capital 
(Deficiency) 2.214 (5,799) (37,505) (11,425) 15,512 21,373

Additions to 
Property 12,456 7,142 25,304 74,375 44,319 39,369

Total Assets 203,132 305,974 335,370 357,317 334,596 312.048

Long-term Debt 36,446 35,535 20,428 31,715 13,754 15,513

Operating
Traffic

-  Passengers
-  Veniclas

11.513
4,450

12,398
4,433

12,275
4.453

12,754
4,713

12,513
4,525

11,423
4.151

Miles
-  Passengers
-  Yenicles

259.703
96.531

233,745
97,559

273,975
97,020

229.395
113,522

224,073
115,313

214.344
10r 5

Utilization
- Passengers 2S3a 23a/a 27°'o 2z*'= 23°':

_  \/ahif-<ac ->“i 55% 50% -fi’o n0%
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KEAD GPFiCE
318 3roughton Street 
Victoria. B.C.
VSW 1E4
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R E S E R V A T I O N

CENTRE
1045 Hcwe Street 
Vancouver, B.C.
V6 Z 2A9

AUDITORS
Thorne Riddell 
707 roa Street 
'Victoria, 3.C.
VSW 3G3

CORPORATE COUNSEL
Ladner Downs 
2100 Pacific Centre South 
700 W. Georgia Street 
Vancouver, 3.C.
V7Y 1A8

B A N N E R S

Bank of Neva Scotia 
Victciia, 3.C.

Canadian Imperial Sank of Commerce 
Victoria, 3.C.
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YEAR ENDED MARCH 31

1=35 1334 1333 1332 1331 1930
(expressed in thousands)

Financial
Operating Revenue

-Gross $125,530 $120,514 $110,659 $112,199 $ 99,552 $ 32,367

Operating Expense 125,303 132,553 139,013 133,355 104,955 33.595

Operating Loss 
before Subsidy 3,771 21,213 .37,213 31,221 14,251 13,667

Subsidy 43,000 45.000 43,000 53,391 53,105 49,447

Cash Ficw from 
Operations 23,355 17,193 (3.005) 35,331 44.311 33,533

Depreciation and 
Amortization 31.054 30,535 34,724 25,087 22,143 20,271

# Interest cn Debt

Working Capital 
(Deficiency)

5,177 5,193 5,073 393 T 530

2,214 (3,739) (37,505) (11,455) 15,512 21,373

Additions to 
Property 12,455 7,142 25,304 74,375 44,919 39,259

Total Assets 303,122 305,974 335,370 357,317 334,535 312,048

Long-term Debt 36,445 35,536 20,-23 31,716 13.7S4 15,513

Operating
Traffic

-  Passengers
-  Vehicles

11,913 12.393 12,275 12,754 12.513 11,423
4.450 4,433 4,463 4,713 4,525 4,161

Miles
-  Passengers
-  Vehicles

259.’ 03 233.745 273.975 329,295 334.073 314,344
95.531 97,569 97,020 113.533 115.213 105,725

L’tiiizaticn 
-  -sssengers
” * c. IIUiC J

05=
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313 Broughton Street 
Victoria. B.C.
V8W 1E4

f K F G E t e & T  I O K /

R E S E R V A T I O N

CENTRE
1045 Howe Street 
Vancouver, B.C.
V52 2A3

AUDeTQRS
Thorne Ricdeil 
707 Port Street 
'/ictoria, B.C. 
VSW 3G3

CORPORATE COUNSEL
Ladner Downs 
21 CO Pacific Centre South 
700 \V. Georgia Street 
Vancouver, 3.C.
V7Y 1 A3

C A N K E R S

Bank cf Nova Scotia 
Victoria, 3.C.

Canadian Imperial Bank cf Commerce 
Victoria, 3.C.



Vancouver 
ISLAND
The two Mainland-Vancouver Island routes 
are among the busiest ferry routes in the 
world, carrying 7.3 million passengers and 
2.3 million vehicles in 1984/85.
A concentrated effort at imcrcvina cost

» V

efficiency over the past 3 years has 
resulted in a tremendous reduction in the 
'css.
For the first time this year the Vancouver 
Island routes are ver/ close to a break-j
even operation.

VANCOUVER ISLAND

’ « :9 50 51 52 £3 «  55
Fiscal Year Ending Marcti 31



SUNSHINE
COAST
The Sunshine Coast includes 
lour routes:
Horseshoe Say - Langdale 
Horseshoe Bay - Bowen
i •: m m  A I £ IU
Ear.s Cove - Saltery Say
aid the passenger-only service from
La-'-gdale-Gambier Island-Keates Island.
These routes carried 2.5 miilion passengers 
i'.p 1 million vehicles in 1S34/85. Although 
t'-lfic has declined in each of the past 
:~ae years, there has been an 
-.prcvemsnt in the financial performance.
The loss in 1984/35 was $11 million, 
v.rtually unchanged from the previous fiscal 
\ ear.
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The two Mainland-Vancouver Island routes 
are among the busiest ferry routes in the 
world, carrying 7.3 million passengers and 
2.3 million vehicles in 1984/85.
A concentrated effort at improving cost 
efficiency over the past 3 years has 
resulted in a tremendous reduction in the 
loss.
For the first time this year the Vancouver 
Island routes are very close to a break­
even operation.

$
VANCOUVER ISLAND 
Lass after Depreciation

Fiscal Year ending Marcn 31
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SUNSHINE 
COAST
The Sunshine Coast includes 
lour routes:
Horseshoe Bay - Langdale 
Horseshoe Bay - Bowen
i -
»• iu

Earls Cove * Saltery Bay
and the passencer-only sen/ice from
La-gdale-Gambier Island-Keates Island.
These routes carried 2.5 miilicn passengers 
a-.d I million vehicles in 1934/85. Although 
•/a-fic has declined in each of the past 
:~ee years, there has been an 
nprcvement in the financial performance.
The loss in 1934/35 was $11 million, 
v.rtuai!y unchanged from the previous fiscal 
year.

SUNSHINE COAST 
Loss after Depreciation 
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ISLANDS
The Guif Islands vessels service the islands 
of Salt Spring, Pencer, Gaiiano, Mayne and 
Saturna. The region also includes the 
Brentwcod-Mill Say route.
In 1984/85 these routes carried 1.5 miilicn 
passengers and 623.000 vehicles.
The operating loss in 1984/85 was $13 
million, which is a 9% reduction from the 
previous year.

#
G U I?  ISLANDS 

Loss after Depreciation
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NORTH 
COAST
The North Coast ser/ices include:
Prince Rupert - Port Hardy 
Prince Rupert - Skicegate.
in addition the Corporation has contract 
ser/ices for passenger routes from Prince 
Rupert to Port Simpson and Kincclith.

Until Marcn 3 1 , 1S85 there was also a 
contract tuc-and-barce ser/ice between 
Prince Rupert and Masset.

For the three years previous to 1384/85 
the less cn these routes averaged about 
S IS  million per year. With the elimination of 
Tsav/wassen-Pcrt Hardy service and ether 
ccst efficiencies the operating loss has 
been reduced bv 19% to $11 million.

NORTH COAST
Lass after Depreciation
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Year End Passengers Vehicles

March 31, 1251 592.000 221,000
March 31, 1962 2,010,000 527,000
March 31. 1253 2,555,000 355,000
March 31, 1254 3,150.000 1.024,000
March 31, 1955 3,300,000 1,195,000
' larch 31, 1255 4,000,000 1,222.000
March 31, 1957 4,477.000 1.516,000
March 31, 1958 4.351,000 1,530,000
March 31,1259 4.774,000 1,733.000
March 31, 1970 5.571,000 2,102.000
March 31. 1971 5,253,511 2,223,412
March 31, 1272 5,771,337 2,552,505
March 31,1973 7.529.385 2,324,954
March 31.1974 3,538,297 3,159,532
March 31,1975 2,512.501 3.553,224
March 31, 1976 9,212,738 3,750,099
March 31. 1277 3,383,502 3.044,157
March 31,1973 9,013,975 2,253,017
March 31, 1979 10,229.203 3,753,523
March 3 1 .19cC 11,423,405 4.161,302
March 31, 1931 12.512.393 4,525,317
March 31.1982 12,753,554 4.712.951
March 31.1933 12.275.465 4,462,731
March 31. 1934 12,297.305 4,432.707
March 31, 1935 11,312,543 4.460.069

Total 13*1,575,231 57,205,235
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Yeai Year Overall Gross Capacity 
Built Converted Length Tons Auto Pass.J u m b o  C l a s s

Cueen of Alfcerni 
Cueen of Cowichan 
Cueen of Coquitlam 
Cueen of Cak Bay 
Cueen of SurreyV  C l a s s
Cueen of Vancouver 
Cueen of Victoria 
Cueen of Esquimslt 
Cueen cf SaanichS t r e t c h e d  C l a s s
Cueen cf Nanaimo 
Cueen of New Westminster 
Cueen of Burnaby

L x a r t h e r n  S h i p s

Cueen of Prince Rupert 
Cueen of the North

M a j o rsi* S h i p s
Cueen of Sidney 
Cueen of Tsawwassen

M i n o r  S h i p s
Bowen Cueen 
Mayne Cueen 
Powell River Queen 
Howe Sound Cueen 
Cueen of the Islands 
Mill 3ay
Saltspring Queen 
Vesuvius Queen 
Cogwocfl Princess II

197 5 c ** 545 5353 310 1415
1975 457 5551 362 1-65
1S75 457 5551 362 1455
1S31 457 5959 352 1465
1531 457 6969 362 K66

1552 70,‘31 425 5420 253 1360
1952 70/31 425 5420 253 1350
1953 '59/32 425 5-30 376 1350
1953 72/32 425 5420 375 1350

1954 73 425 4923 192 987
1554 74 425 4904 192 937
1555 73 425 4902 192 987

1955 332 5354 30 453
1959 '30 410 3507 ' 135 750

1950 335 3123 133 C 3 Q- Ww

1950 336 3127 133 939

1965 79 279 1475 70 390
1955 79 279 1475 70 340
1955 79 279 1436 70 400
1554 241 795 70 330
1953 236 1717 40 433
1955 120 175 15 163
1949 145 275 30 137
1950 150 277 32 177
1979 42 <■»«£ 1 — 38

#
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3RITISH COLUMBIA FERRY CORPORATION

1986 FACT S3EET

Ch a i r m a n  of Che Board - Stuart M. Hodgson 

P r e sident S Chief E x e c u t i v e  Officer - A n d r e w  L. C o l l i e r  

General M a n a g e r  & Chief O p erations O f f i c er  - Ge o r g e  B a l d w i n

Ships and Areas C o v er e d

V a n c o u v e r  - V i c t o r i a  ( T s a w w a s se n  - Swartz Bay)

M.V. "Queen of E s qu i m a l t "

M.V. "Queen of S a a nich"

M.V. "Queen of V a n c o u v e r "

M.V. “Qu e e n  ;? Vic t or i a "

V a n c o uv e r  - N a n a i m o  ( H orseshoe 3ay - De p a r t u re  3ay)

M.V. "Queen of Alber n i "

M.V. "Queen of C o v i c h a n "

M.V. "Queen of O a k  Bay"

M.V. "Queen of Surrey"

Su n shine C oast (Hors e s ho e  Bay - Langdale)

M.V. "Queen of C oquitlam"

V a n c o u v e r  Island - Salt Spring Island

M.V. "Bowen Q u e e n” (Swartz 3ay - rulford H a r b o u r )

M.V. "Salt Spring Q u e e n” (Vesuvius - Crofton)

Van c o u v er  Island - Gulf Islands (Swartz Bay, Mayne, Galiano, Pender, S a t u m a  Is.)

M.V. "Mayne Queen"

M.V. "Vesuvius Queen" (Swartz B a y  - Gulf Is. Su p p l e m e n t a r y )

Sechelt - Powell R i v e r  (Earls Cove - Salt er y  3ay)

M.V. "Powell R iver Queen"

Horseshoe 3 a y  - 3owen Island (Snug Cove)

M.V. "Howe Sound Queen"

V a n c o uv e r  - Gulf Islands (Tsaww a s s en  - Galia n o  - M a y n e  - r'enaer - oalt Cyri;;., la. 

M.V. "Qu e e n  of Tsawwa s s e n"
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Port H a r d y  - 3ella Bella - Prince Ru p e r t  (Summer)

Port H a r d y  - Bella 3ella - Prince Rupert - S k i d e g a c e  (Winter)

M.V. “Queen of Che North" (Year-round)

P r i n c e  Rupert - Skidegate (Summer)

M.V. "Queen of Prince Rupert"

3 r e n t w o o d  - M i l l  Bay

M.V. "Mill Bay"

L a n g d a l e  - G a mb i e r  Island - K eats Island

M.V. "Dogwood Princess II"

P r i n ce  Rupert - Port Simpson - K i n c o l i c h  

P a s s e n g e r  Service only (under contract)

O t h e r  V e s s e l s

M.V. "Queen of 3 u m a b y ”

M.V. "Que en  of the Islands"

M.V. "Queen of Nanaimo"

M.V. "Queen of New W e s t mi n s t e r "

M.V. "Queen of S i d n e y”

Pay Parki n g  Lots Available

D e p a r tu r e  Bay 350 v e h i c l e s

H o r s e s h o e  Bay 180

L a n g d a l e  85

Sw a r t z  3ay 450

T s a w w a s s e n  1250

C a t e r i n g

Pa s s e n g e r s  have the c o n v e n ie n c e  of an enlarged ca f e t e ri a  sy s t e m  on che 

con v e r t ed  ferries. These cafe te r i a s  have seating for up to 224 people ac one 

time. There is also a snack bar on che four vessels o p e rating between 

T s a w w a s s e n  and Swartz 3ay. These snips also provide buffec service dur i n g  the 

peak summer schedule. Catering fa cilities are also on nose o cher vessels 

ser vi c i n g  m e  .a* jo. -r.d at n z j c r  nolc avrenc Hor se s h o e  3 a y .
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There are a p p r o x i m a t e l y  2000 employees in the system, c o mp a r e d  with 200 

when the ferry service b egan in 1960.

Shlp3 Services

Passenger e l evators hav e been installed in all the m a j o r  and 'C* Class 

ships, specifically for those who are unable to ma n a ge  the stairs. The 

M.V.s "Queen of Sidney" and "Queen of Tsawwassen" do not have elevators. All 

major ferries have n u r s i n g  m o t h er s  facilities, n o n - s m o k i n g  sections, and 

restrooms for the disabled.

Employees

Machine Repair Shop

A service unique to the ferry business is the c o m b i n e d  m a c h i n e  repair shop 

established at Deas D o c k  on the Fraser River, w h i c h  a l l o w s  for a planned 

program of c o nt i n u i n g  p r e v e n t a t i v e  maintenance. A n o t h e r  un i q u e  service is cha 

most modern and c o m p l e t e l y  e q u i p pe d  life raft s e r v i c i n g  cen c r e  in Canada, also 

located at Deas Dock. R e f i t t i n g  and lay-up berths are n o w  in o p e r a t i o n  on the 

man-made basin at this location.

Capsule History

The idea of a ferry system germinated when V a n c o u v e r  Island was isolated 

during the Seamen's S t r i k e  in Jul y  1958. Private f erry c o m p a n i e s  were 

approached to provide the s o l u c i o n  w i t h  the P r ov i n c i a l  G o v e r n m e n t  u n d e rt a k i n g  

to build highway and w h a r f  facilities on V a n c o u v e r  Island and the m a i n l a n d  to 

provide the quickest p o s s i b l e  service. W h e n  private i n d u s t r y  turned d o w n  the 

plan, the Gove rn m e n t  d e c i d e d  to go ahead on its own.

In Ma r c h  1959, the P r o v i n c i a l  Government a n n o u n c e d  p lans to e n t e r the 

ferry business. The first contracts were let to V i c t o r i a  M a c h i n e r y  depot and 

3urrard Dry Dock for the M.V. "Sidney" and the M.V. " T s a wwassen".

Landings were built at Sw a r t z  Bay to service V i c t o r i a  and at T s a w w a s s e n  to 

service Vancouver. Ac che l a t t e r  sice, a two-mile c a u s e w a y  was built w hich 

used 2,500,000 cubic y ards of boulder, rock, and gr a v e l  fill.

Inauguration of che t w o -hour service started on J une 15, 1960.

On September 1, 196], che Gulf Island Service was p u r c h a s e d  by che Bricish 

Columbia Ferry A uthority. In O c t o be r  1961, Black 3ali Ferri e s  Ltd., wnich 

operated ferries from H o r s e s h o e  Bay co Nanaimo and to che S u n snine Coast, was 

p u r c h a s e d .

The inaugural run of the M.V. "Queen of Prince Rupert", sailing the Inside 

Passage to Prince Rupert from Kelsey 3ay, was in May 1966.
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In A pril 1967, British Columbia Ferries purchased the "Fere N o u v e l”, w hich 

was renamed the M.V. "Sunshine Coast Queen", to replace the "Langdale Queen" 

and the "Sechelt Queen" on the Howe Sound service. This double-ended ferry 

was che largest in che fleec at chat time, having a capacity of over 180 

cars. This is no longer the case, as the st r e t ch - l i f c e d  ferries now have 

lift-off c a p a bilities of up to 400 vehicles. The "Sunshine Coast Queen" has 

since been sold.

In June 1967, the M.V. "Mill 3ay" was p u rchased from Coast Ferries and 

serves che Saanich Peninsula between 3 r e n t w o o d  Bay, on the Peninsula, to M i l l  

Bay, a p pr o x i m a t e ly  15 miles from Duncan.

The "Howe Sound Queen", w h i ch  has a carry i n g  c a p acity of 70 aut o m o b il e s ,  

was taken over to replace the "3owen Queen" to alleviate the increasing 

traffic on che Horseshoe 3ay/3owen Island route.

The jumbo vessels, Queens of "Cowichan" and "Coquitlam", were added to the 

fleet in 1976. 3oth capable of carry in g  362 automobiles each, they were 

joined by che "Queen of Alberni", built s p e ci f i c a l l y  to carry overheignc, 

commercial, and recreational vehicles. Al l  have elevators and on board 

cafete r i a s .

On J a n u ar y  1, 1977, 3ritish C o l u m bi a  Ferries became 3ritish C o l u m b i a  F e r r y  

Corporation, a Crown Corporation. The C h a i r m a n  of the 3oard is Stuart 

Hodgson, Pre si d e n t  is An d r ew  Collier. G e o r g e  Baldwin is the Gene r a l  M a n a g e r .

T hree m i n o r  vessels, the M.V.s "Mayne Queen", "Powell R iver Queen", a n d 

"3owen Queen", were stretched and r e powered in 1979. Each ship is now c a p a b l e  

of c a r rying 70 vehicles.

In May 1979, the "Dogwood Princess II" replaced the "Dogwood Prin c e s s "  on 

the G a m b l e r  and Keats Islands route. The new passeng er - o n l y  vessel c a r r i e s  38 

people.

O n  M ay  29, 1980, the M.V. "Queen of the North", formerly the "Queen of 

Surrey", commenced service on che Inside Passage run. Port Hardy became the 

new terminus on northern V a n c o u v e r Island on Ma y  31, 1979, replacing K e l s e y  

3ay. During the summer, this vessel d e p a r t s  from Port Hardy e v e r y  o t h er  d a y  

wi t h  an en route scop at Bella 3ella once a week. In che o f f - s e a s o n  serv i c e 

becween the two ports Is on a o n c e - w e e k i y  basis.

The "Queen of Prince Rupert" was c h artered by 3.C. S t eamship C o m p a n y  to 

operate between Seattle, Wash i n g to n  and V i ctoria during Che summer of 1980.

She was recurned to 3.C. Ferries in O c t o b er  of chac year and c o m m i s s i o n e d  to 

tne service becween Prince Rupert and Skidegate, Queen C h arlotte Islands. The 

"Q_£cr. of Prince Ru p e rt” operaces on the S k idegace - Prince Rupert route in 

the summer.

Two mor e jumbo (360-car) ferries, che Queens of ’’Surrey' and "0~~ Bay", 

were built ac Burrard Yarrows C o r p o r a t i o n  in V a n c o u v e r  and Victoria. T h e y  

encered service in May and June of 1981.



(5) #
An innovative new c o n v e r s i o n  program was begun in 1981 with che "lifting" 

of two of che "screeched" vessels, Che Queens of "Vancouver" and "Victoria". 

Eac h ship was cue in half horizontally, just below che pas s en g e r  (promenade) 

deck, raised vertically 10 feet on hydraulic jacks, and an upper car deck was 

added. This same op e r a t i o n has since been effected on the Queens of "Saanich" 

and "E3quimalt" and these four converted ships are now c a r rying record loads 

of vehicles.

O n  June 15, 1985, che B. C. Ferry C o r p o r at i o n  c e l e b r a t e d  its 25th 

A n n i v e r s a r y  of operation, a significant mil e s t o n e  in the h i s t o r y  of British 

Columbia.

On O c t o b e r  6, 1985, the 14 s a l t wa t e r  ferries (fo r m e r l y operated by the 

P r o v i n c i a l  M i n istry of T r a n s p o r t a t i o n  and Highways) w e r e  t ransferred to the 

3.C. Ferry Corpor a t i o n  m a k i n g  the Crown Co r p o ration one of the largest ferry 

o p e r a ti o n s  in the world in ceras of number of ships (39) and num b e r  of 

routes (24). Over 400 em p l o ye e s  joined B.C. Ferries ac the same time, 

i n c r e as i n g  che number of work e r s  in the ferry fleet to a p p r o x i m a t e l y  2600, 

r ising to over 3000 in summer.

A l t e r a ti o n s  and Innovations

O v e r  the years since the inc e pt i o n  of the ferry service, innovations have 

c o n t i n u o u s l y  been u n de r t a k e n  to improve and increase capaci t i e s .  W h e n  the 

first two ships were built, they were modelled on che style of 31ack 3all

ferries. The Queens of "Sidney" and "Tsawwassen" are b oth very similar to

3 1 a c k  3all's "Coho". Then, w h e n  the next seven ships were built, the plans 

d i f f e r e d  and, because of this change, each of these ships have been able to 
u n d e r g o  a lterations chat have g r e a t l y  improved their lift- o f f  potential.

In 1963, ramps were i n stalled on the car decks l e a d in g  to m e z z a n i n e  d e ck s  

a f f i x e d  o che midships bulkhead. This i nn o v a t i o n  i n c r e a s ed  che car carrying 

space from 110 vehicles to 150. Then, starting in 1969, an amaz i ng  (at that 

time) a l t e r a t i o n  cook place. E ach ship was taken to the shipyard, cut In 

half, and aD 34 foot section was built, floated into place, and the ship was 

w e l d e d  together again! Thi s  furt h e r  i n creased che c a p a c i t y  for vehicles to 

200. At the same time, che di n i ng  rooms were ex t e n d e d  an d  s o l a r i u m  seating 

w a s  added in the new s e c ti o n  aft of che bridge on the sun deck.

As time went on, more and m o r e  people were u s i n g  the p o p u l a r  ferries, and

line-ups in che peak travel periods became a problem. M o r e  ferries were 

needed, so three new vessels were commissioned. Two of them were built on the 

lines of W a s h in g t o n  Stace ferries; the third, with b a s ic a l l y  the same lines, 

was c onstructed to carry pr i marily overheight, recreational, and comme r c i a l 

traffic. This was In 19 7 6  buc in 1979, it became evid en t  that anot he r  two 'C ' 

Class (or Super ferries) were r e q u i r e d  and they were built with yec more 

improvements, enabling them to c arry 350 cars.

• . . • t V
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la the spring of 1981, an enormous and e x c i t i n g  conv er s i o n  program was 

commenced. Two of the original seven major vessels, those built between 1961 

and 1964 and w h i c h  had already b e e n " s t r e t c h e d " s were now to be "lifted". The 

ship was cut in half again, this time h or i zontally, the top half raised on 

hydraulic jacks, and a new dec k  inserted. The u p p e r  sun deck solariums als o  

underwent change, they were covered in and mad e  into more useful and 

a ttractive seating areas. The midships lounge on the promenade d e c k  was a l s o  

renovated wit h  a s n a c k  bar added. Since chen, two more of this class ve s s e l 

have been converted, this time adding ramps, b r in g i n g  the car c a r rying 

c a p a b i l i t y  to, believe it or not, 400 cars!

The "Oueen of Albernl", B.C. Ferries' "overh e i g h c  vehicle" ship, was 

lifted in the spring of 1984 increasing her c a r - c a r r y i n g  capacity from 150 to 

300 vehicles and returned to service on the H o r s e s h o e  3 a y / Langdale route 3 

months- later.

At her 1986 refit, the "Queen of A l b e r n i ' s "  p a s s e n g e r  lounges and 

c a feteria were en l arged making this vessel m or e  s u itable for service on the 

H o r s e s h o e  B a y / D e p a r t u r e Bay route.

D u r i n g  the E xpo season (May - October, 1986), five ferries that had bee n  

in lay-up were repainted in the new 3.C. F e r r y  colo u r s  (red, marine blue, and 

white) and came into service to assist wit h  the heavy demand expected d u r i n g  

the Worl d' s  Fair.

Yes, since 1960, there have been many changes, both on and off the ships 

of 3.C. Ferries. Carpeted decks, w here there was once linoleum; c a f e t e r i a s  

w i t h  an e x t e n s i v e menu; elevators (the n e w  ships have two each); restrooms for 

the disabled; and pay phones. And ashore, s p e c i a l  ramps had to be c o n s t r u c t e d  

to c o m p l y  w i t h  the c o nverted vessels' m o d i f i c a t i o n s ;  overhead walkways 

extended, improved, and carpeted for foot pasesengers' comfort; g r e a te r  

parking areas; ne w  and more ticket booths; and extra berths and docking 

facilites. The list just goes onl

M a r k e t i n g  * Public Relations 

36 02 19



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

* .0 . Box Y , Stale Capitol 
Juneau, Alaska 99811-3100 

Mail Stop 3100 
(907)465-3991

January 15, 1987

MEMORANDUM

TO: Representative Bette Cato

FROM: Mary Jennings

Legislative Analyst

RE: Options for the Alaska Marine Highway System to Operate

Similarly to Cruise Ships 

Research Request 87.058

You requested a discussion of options for the Alaska Marine Highway System 

(AMHS) to operate more similarly to cruise ships on the mainline route. 

The mainline is the route from Seattle to Skagway via Prince Rupert; four 

ships operate on the mainline at different times of the year.

Background

The number of cruise ships that operate in 

has grown dramatically during the past few 

Division of Tourism, over 90 percent of all 

way of cruise ships. Although specific data

the waters of Southeast Alaska 

years. According to the State 

tourists in Southeast arrive by 

are not available from cruise

ship companies, one can assume that the expansion that has occurred is an 

indicator of profitabity. The AMHS vessels that operate on the mainline 

generate revenue equal to approximately 80 percent of costs, 

and cruise ships operate basically over the same route, the 

as to why the cruise ships are able to operate at a profit 

are not. The following sections of this memorandum present

Since ferries 

question arises 

and the ferries 

a discussion of
options

ships.
that would allow the AMHS to operate more similarly to cruise

Reducing Labor Costs

Labor costs of onboard personnel of AMHS ferries account for approximately 

60 percent of a vessel's operating costs. According to persons contacted 

in various cruise ship companies, the labor costs of cruise ships are much 

lower than ferries. None of the cruise ship companies were willing to give 

specific data concerning operating costs, but one company official esti­

mated that the labor cost of the AMHS were more than twice as high as the 

labor costs of a cruise ship. The official added that this was not due to 

less on-board personnel but because cruise ships utilized nonunion labor at 

relatively low wages.
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Due to union labor on AMHS vessels, labor costs can be reduced only by 

contract negotiations. Contracts are scheduled for negotiation during 

1988. Potential cost savings may be realized if contracts can be negoti­

ated for lower wages, although it is doubtful that the unions would accept 

wages at the same level as cruise ship workers.

Leasing to Private Industry

According to the Executive Director of the Inland Boatman's Union, the 

current contract does not allow nonunion workers on vessels leased by the 

State. The union does not feel that this is a negotiable issue. There­

fore, even if mainline operation were leased to the private sector it would 

still be difficult to lower labor costs to cruise ship levels. The option 

of selling the vessels to private industry also exists, but because this 

would remove the vessels from control of the State, this option was not 

researched.

Year Round Full Capacity

A cruise ship company representative stated that cruise ship lines are able 

to operate profitably because their vessels operate at full capacity year- 

round. This is achieved by operating in different locations, such as 

Europe and the South Pacific, during the winter in North America Accord­

ing to Joe Camp. Deputy Commissioner of the Alaska Marine Highway System, 

the level of ferry useage drops by approximately half during the period 

from October to May. Mr. Camp did not feel it was feasible for AMHS 

ferries to operate outside Alaska during the winter because this would 

leave many Alaska communities without ferry transportation. He also 

doubted that ferry unions would be amenable to operating outside Alaska for 

half of the year.

Package Tours

Travel agents suggested that AMHS could compete more effectively if trips 

were offered as a package of complete services. Agents stated that the 

majority of cruise ship passengers buy package tours that include all 

aspects of their trip, from meals to airfare. According to travel agents 

with whom I spoke, the AMHS would have to change several areas of service 

in order to accommodate the package tour traveler. One travel agent sug­

gested that the AMHS should redesign staterooms into a uniform two-bed size 

because this is the standard package tour booking size. (Ferries are de­

signed in two, three and four-bed size.) One agent suggested that ferries 

should dock in communities for longer periods of time and only during the 

day. The agent stated that because the ferries tend to dock in the middle 

of the night, it is difficult to coordinate ferry useage with other tourism- 

related activities. The agent also suggested that the ferries should dock 

closer to downtown areas because this is more convenient for tourists.
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Other travel agents suggested that the ferry should offer higher quality 

food and onboard entertainment, such as discos and gaming.

The AMHS representatives felt that many of the changes to allow package 

tours would be costly and would conflict with the system's goal of provid­

ing basic transportation services for Alaskans. One official stated that 

to redesign all staterooms into a two-bed size would require a great deal 

of lay up time and would be expensive. Additionally, AMHS stated it would 

be difficult to schedule mainline vessels for strictly daytime docking 

because this would conflict with the schedules of feeder vessels that also 

use mainline docks. Another AMHS official stated that many downtown deck­

ing facilities that the cruise ships use would not accommodate ferries 

because of the need for vehicle-loading facilities.

Additional Marketing

One cruise ship company stated that a high level of marketing is an 

important factor in determining the level of business of a cruise ship 

company. According to Joe Camp, marketing of the AMHS has suffered in the 

past two fiscal years due to budget cuts. He stated that the system plans 

to spend more nv. ney on marketing this year and will emphasize mainline 

operations. example, Mr. Camp stated that a "weekend getaway" promo­

tional program „ being developed to encourage Seattle area residents to 

ride the ferry during the months of May and September when ferry traffic is 

moderate. The system plans to offer a package tour that will include a 

ferry ride to a port in Alaska and a flight back to Seattle. The AMHS is 

working with the Port of Seattle, Alaska Airlines and Seattle area travel 
agents.

Raising Ticket Prices.

During the summer of 1987, a roundtrip ticket on the AMHS between Seattle 

and Skagway will cost $396. A comparable length trip on a cruise ship will 

cost anywhere from $2,000 to $5,000 dollars. As mentioned earlier, the 

cruise ship package includes many other services besides travel. If the

AMHS were to include additional services with the ticket price, then rates

may be increased to be more comparable with cruise ship rates. It is 

questionable whether it would be feasible for the system to offer different 

levels of service on the mainline route--one level for package tours and 

another level to provide basic transportation needs. According to AMHS, 

the additional administration to provide two levels of service would be 

costly. Additionally, operations of the ship would have to altered

drastically to provide the same services offered on cruise ships.

Independent Travelers

Bob Dindinger, who is a member of the Southeast Tourism Marketing Council, 

felt that the AMHS could best increase tourist useage by targeting the 

independent traveler. He stated that the independent traveler is not as 

convenience-oriented as a tour ship traveler and therefore is more amenable 
to ferry useage.
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A study by the State Division of Tourism indicates that during the 1970s, 

68 percent of independent travelers came through Southeast and today only 

seven percent visit this area. The study indicates that the majority of 

independent travelers now visit the Southcentral area. Mr Dindinger felt 

that this is due to promotional campaigns by Anchorage and Fairbanks 

directed toward the independent traveler. He stated that the council is 

currently working with the State Division of Tourism and tourism-related 

businesses in Southeast, including the AMHS, to develop a promotional 

campaign to attract independent travelers to Southeast.

Mr. Dindinger had other ideas that would allow the ferry system to compete 

more aggressively in the overall tourism market. He suggested that a 

travel agent's commission for booking ferry space should be raised from the 

current seven percent to ten percent. He stated that a ten percent commis­

sion is the standard commission awarded to travel agents. Mr. Dindinger 

felt that the seven percent commission awarded by the AMHS is a disincen­

tive to travel agents who might otherwise promote ferry travel. Mr. 

Dindinger added that a study has shown that over half of all independent 

travelers utilize travel agents.

Mr. Dindinger also suggested that the system should pre-sell only 80 

percent of its space 90 days before departure instead of the current 90 

percent. He felt the remaining 20 percent should be sold full price. He 

felt that this would increase revenues because less space would discounted 

by a travel agent's commissions. He also noted that it might leave more 

space open to Alaskans, who tend to make reservations closer to departure 
dates.

I hope you find this information useful. If you have any questions please 
feel free to contact me.
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You have asked w h e t h e r  c e r tain r ecommendat ions for i m p r o v e­
ments to the Alaska M a r i n e  H i ghway System (AMHS) can be 
implemented through legislation. This m e m o r a n d u m  addresses 
those recommendations.

ONE: A L L O W  AHMS TO OPERATE AS A SEPARATE E NTITY F R O M  THE 
DEPART M E N T  OF TRANSP O R T A T I O N  AND PUBLIC FACILITIES.

Government agencies m a y  be c o n f erred w i t h  a w i d e  range of 
independence. Mos t government  agencies are e s tablish ed as 
subordinate entities w i t h i n  a departmen t and are subject to 
the centralize d administ ration and control of the c o m m i s­
sioner of the department. The divisions w i t h i n  the d e p a r t­
ments fall into this category. Certain other agencies are 
attached to a department only for a d m i nis trative purposes 
and have a legislative m a n d a t e  distinct from that of the 
department. These agencies, such as the A l a s k a  State B u i l d­
ing Authority, the A laska H o usi ng Finance Corporation, and 
the A l a s k a  R a i l r o a d  Corporation, are u s u a l l y  state corporations 
and operate i n d epen dently of any p olic y control by the c o m m i s­
sioner of the department. Even among these independent 
agencies there is considerable v a r i a t i o n  in the amount of 
autonomy conf erred on them. The agency w i t h  the greatest 
degree of independence is the A l a s k a  R a i lro ad Corporation 
( A R R C ) . ARRC m a i n tain s its own a d m i ni strative and budgeting 
functions, as well as p olicy  developmen t functions 
independent of any other state agency, including the l e g i s­
lature. This h i g h  degree of independence is granted by the 
legislature and thus can be r e d u c e d  or e liminated  by the 
l e g i s l a t u r e .
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Generally, the h i g h e s t  degree of independence occurs at the 
department level. A n y  state agency could be raised to the 
level of department. The former Divis i o n  of Corrections was 
m o v e d  from the D epa rtment of H e a l t h  and Social Services and 
was m a d e  into a separate depar tment of its own. The major 
draw backs to this approach are the costs involved and the 
A l a s k a  Constitution. W h e n  a department is created a c o m m i s­
sioner and staff m u s t  be hired, and independent accounting, 
budgeting, purchasing, personnel, and other services must be 
established. The A l a s k a  C o n s t i t u t i o n  limits the executive 
b r anc h of government to twenty p r i n cipal departments, (art. 
Ill, sec. 22, A k  Const.) There are currently fifteen p r i n c i­
pal departments in the exec utive branch.

The A l a s k a  M a r i n e  H i ghway S y stem is currently a line d i v i­
sion w i t h i n  DOTPF and is sibject to administrative, budgetary, 
and policy ove rsight by the commissioner. AMHS w o u l d  achieve 
greater ind ependence from D OTP F by m aking it a an independent 
corporation w i t h i n  the department. HB 23 (Fourteenth L e g i s­
lature) did exactly that. HB 23 created the A laska  Marine 
H i g h w a y  A u t h o r i t y  as a corpor a t i o n  w i t h i n  DOTPF. The d e p a r t­
ment w o u l d  exercise n o  control over the Authority, but could 
h andle the a d m i n is trative functions such as purchasing, p a y­
roll, etc.

TWO. A L L O W  AMHS TO OPERATE  W I T H O U T  R E Q U IRING IT TO M A K E  A 
P ROFIT LIKE THE A L A S K A  R A I LROA D CORPORATION.

AMHS is not requi r e d  to m a k e  a profit. Neither is ARRC.
The only m a n d a t e  to ARRC is that it should generally operate 
the r a i lroad on a s e l f - sustaini ng basis.

AHMS is not r e q u i r e d  to return a profit or even b reak even 
under its current mandate. HB 23 did not change this, even 
though m a n a g e m e n t  of the m a r i n e  h i g h w a y  system was t r a n s­
ferred to an independ ent state corporation.

THREE: SEPARATE MANAGEMENT, ACCOUNTING, AND OPERATION  OF THE 
M ARIN E H I G H W A Y  S Y S T E M  F R O M  DOTPF.

AMHS can operate i n d e pendently of the administrative s t r u c­
ture of DOTPF b y  creati ng an independent administrative 
structure w i t h i n  the current division. Adm ini s t r a t i v e  i n d e­
pendence can also be achie ved by conferring the necessary 
authority on an independent state corporation to manage the 
marine h i g h w a y  system. A d m i n i s t r a t i v e  independence comes as 
a m a t t e r  of course w h e n  an agency is m a d e  a department.
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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  proposed in HB 23 had 
considerable control over its own operations. HB 23 did not 
specifically m e n t i o n  w h e t h e r  the a u t h ority was to p e r f o r m  
its own adminis trative work. W h e t h e r  an independent authority 
does its own admin i s t r a t i v e  w o r k  is m o s t l y  a m a t t e r  of whether 
the legislature appropriates funds for adm inistrative  services. 
So, it is not n e c e s s a r y  for HB 23 to confer administrat ive 
independence on the A l a s k a  M a r i n e  H i g h w a y  Authority, but 
m e n tion of such an intent in the bill w o u l d  assure that 
m o n e y  will be a l l o ca ted to that funccion.

FOUR: ENSURE THAT AMHS CONTINUES TO P R OVIDE IN-STATE T R A N S­
PORT ATION  SERVICES.

E s t ablishi ng priorities for the service by AMHS is a very 
straight forward process. All that is r e q uired is that the 
legislature e s t a blish those priorities. Such prior ities can 
be es tablished throu gh appropria tions or through legislation 
establishing priorities or levels of service for the marine 
highway system. For example, if you w i s h  to ensure that 
ferry service is p r o v i d e d  to cert ain towns or no service is 
provided outside the state, these requirements can be 
specified in statute.

FIVE: PROVIDE A  M E C H A N I S M  FOR O V E R S I G H T  AND INPUT TO THE
MARINE H I G HWAY SYSTEM, P A R T I C U L A R L Y  F R O M  P R IVATE INDUSTRY.

State agencies receive oversight and input on a daily basis 
from the public w h i c h  they serve. Oversight and input are 
also r eceived from commissioners, the governor, and the 
legislature (especially through the budget p r o c e s s ) . In a 
number of instances the legislature has created specific 
mechan isms for input and oversig ht of state agencies. These 
mechanisms v a r y  in forma lity from the loosely-knit but e x t e n­
sive system of fish and game advisory boards to the boards 
of independent state corporations w h i c h  have explicit r e q u i r e­
ments for public and private industry members.

In HB 23 an independent state c o r p o r a t i o n  was created with  
r esponsibil ity for o p e r ating the m a r i n e  h i g h w a y  system. The 
b o a r d  of the corporation included a n u m b e r  of seats restricted 
to members of v a rious  p r ivate indus try groups and to members 
of the public from various parts of the state. Such a m e c h­
anism as this assures that some o versight and input to the 
m a rin e h i g h w a y  system takes place.


