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Ocfober 26lh, 1989
TO: House Transportation Committee members
FROM: Representative Bette Cato

SUBJECT: Alaska Marine Highway System

During the past 4 months, House Transportation Committee staff and
| have been working on an overview of the Alaska Marine Highway
System. A detailed analysis has also been completed on House bill
81 - An act establishing an Alaska Marine Highway Authority.

While | realize there are still many questions that need to be
answered, | feel strongly that it is time to take a good hard look at
the current system. It is becoming increasingly evident that AMH is
having difficulty keeping up with the demands being placed upon
the system. This is not surprizing when we consider the system is
now 25 years old and no significant changes have taken place during

this time.

Aging vessels, coupled with budgetary constraints force ships to be
off line for longer periods of time. As aresult, several areas in our
state have winter service schedules that are totally inadequate. No
funds have been identified for vessel replacement. No alternate
deployment scenario has been proposed. The system just seems to
be existing Yyear to year.

AMHS and DOT/PF management have continually assured me the
department is aware of the concerns and changes will be made.
While 1 commend each Director and Commissioner for their efforts,
the basic problem still remains: There has been no continuity in
AMHS management. During the past 4 years, the leadership of the
system has changed 6 times (3 Commissioners and 3 Directors). This
causes the AMHS to be in a constant holding pattern while new
management become familiar with the marine highway. It is
therefore not surprizing that the Master plan for AMH is now two
years overdue. This is disastrous when we realize that federal
funding authorized in SLA 86 for hi-speed ferries cannot be
approved until a Master Plan is adopted.



The AMHS operates like a business. The vessels sail 24 hours a clay,
365 days a year. Like any business, it needs to have strong
leadership, a well defined plan for the future and the ability to
respond quickly to change. If the system is to survive, it cannot
continue to be subject to politics and bureaucracy. It is time to
provide the system with the autonomy it needs to operate efficiently.
| feel the creation of an Alaska Marine Highway Authority would
accomplish '.his goal. While AMHS would still be an instrumentality
whhif DOT/PF, an authority would provide management with the
autonomy to aggressively plan for the future and the continuity to
implement these plans.

| apologize if | have been too outspoken on this issue, but as many of
you are aware, the marine highway system is something | have
always felt very strongly about. In compiling this report, | realized
how many hours have been spent studying the problems of the
system. | am sorry to say, very few of the recommendations made
have ever been implemented.

| hope this report will provide you with background information and
ideas from which to base your decisions. If you would like any
further information, please do not hesitate to contact the staff in my

Anchorage office, 561-7625.

Thank you.



T il ALASKA MAMIMi HIGHW AY
AUTHORITY

THIS YEAR, THE ALASKA MARINE HIGHWAY SYSTEM CELEBRATED
IT'S 25TH ANNIVERSARY. THE SYSTEM HAS UNDERGONE MANY
CHANGES SINCE IT WAS FIRST ESTABLISHED IN THE EARLY
1960'S. DEMANDS ON THE SYSTEM CONTINUE TO GROW WHILE
THE FUNDS AVAILABLE TO RUN THE SYSTEM HAVE NOT
INCREASED SIGNIFICANTLY OVER THE PAST 4-5 YEARS.

SEVERAL REPORTS/STUDIES COMPLETED DURING THE PAST 5
YEARS HAVE LOOKED AT ALTERNATIVES FOR THE SYSTEM.
CONCERNS HAVE BEEN EXPRESSED ABOUT THE ABILITY OF THE
AM.H.S. TO CONTINUE TO PROVIDE ADEQUATE, EFFICIENT AND
ECONOMICAL TRANSPORTATION SERVICE FOR ALASKA.

One area that draws constant debate is the overall mission and
expectations of the AMHS.

Proponents of the system feel strongly that:
The AMHS is a vital link in the state's transportation
system. There is no private service for transportation
of passengers, vehicles or roll on/roll off freight

containers on many of the statewide routes or schedules
maintained by the AMHS

While general fund appropriations are needed to maintain
the system, the revenues generated cover over 50% of
tfc® total costs needed to run the system.

the mission <f the system is being fulfilled by AMH and,
given the service obligations, proponents feel it is
impressive that the system is able to return over 50%
of it's operational costs.

DOT/PF acknowledge changes are still needed, however
management feels there needs to be some clarification of what
exactly have been the problems and what specific fundamental
changes are desired in modifying how the system functions.
Management feels many improvements and changes have been
implemented over the past few years and that once clearly
defined, other areas of concern will be addressed.



WHY CHANGES ARE NEEDED

In April 1984, former Governor Bill Sheffield's AMHS Task Force
concluded, among other issues, that the system needed to redefine
it's goals due to changes in needs and priorities since the start of
the system in 1963. The Task Force felt there was a definite "lack
of continuity of purpose” and a need for a comprehensive plan to
provide for future operations.” The main issue the Task Force
seemed concerned about was ensuring continuity in top
department and AMHS management.

Today, almost 5 years later, the AMHS Master Plan is still not
completed. This report, due almost 2 years ago, is expected to be
available at the end of 1989.

With the recent resignation of the AMHS Director, Mr. George
Davidson, continuity in AMHS management continues to be of
concern. During the past 5 years, three directors and three
Commissioners have managed the system. Without a concrete plan
in place and with no continuity in management, real concerns
over the future of the AMHS continue to be raised.

After numerous meetings and discussions, the following points
summarize several of the main areas of concern:

Many of the ships in the current fleet are old. The cost
of maintaining the vessels continues to increase while
funds to run the system appear to be decreasing.

The system does not appear to have kept pace with
industry changes Basically, the ships utilized by the system
today are the same vessels that were originally purchased
25 years ago. Large, inefficient mainline vessels are still
providing in-state feeder route service.

No funds are available for vessel replacement. With the
high cost of vessel replacement (Columbia $70 million,
Maiaspina $53 million), the time is fast approaching when
major capital funds are going to be required to purchase
new vessels. To date, no funding source has been
identified. With a total yearly federal DOT allocation of
approximately $140 million, it would take almost half of
the state's total yearly allocation to replace a vessel. With



many other ongoing transportation projects, this approach
would severely impact the allocation of funds to other
much needed transportation projects and, at best, one
existing vessel could be replaced.

Each year, the amount of time vessels are off-line is
increasing. This, in part, is due to the lack of adequate
funding and also because the age of the vessels make
overhaul periods more lengthy. Regardless, service to
much needed areas like Cordova is affected.

Many of the recommendations made by the Governor's

Task Force in 1984 have not been implemented. While

there is a tremendous number of studies on alternatives
for the AMHS, the system today is much the same as

it was 25 years ago.

While federal and general funds ($4,905,000) have
been authorized to build high speed ferries, the

department has not evaluated any high speed ferry
vessels or alternative deployment scenarios. These

funds remain on hold pending completion of the system
master plan.

Opportunities to expand/increase service by working
with other ship lines such as Gotland have not been fully
capitalized upon. AMHS is now faced with trying to

respond O the impacts felt by Gotlands presence in
the marketplace.

The AMHS appears to be unable to make quick decisions
when required. While departmental support staff

are beneficial to the system, state procurement
procedure and state bureaucracy reduce the systems
ability to make much needed immediate management
decisions. Vessels remain off-line for long periods of

time while departmental procedures and requirements
are adhered to.



SUMMARY

After 25 years of operation, it is time to look at the future of the
AMIIS. While the original statement of mission for the system still
holds true today, (to provide a vital link in the state's
transportation system), many other factors ncv,’ need to be
considered. With the demands continually increasing, the
marketplace constantly changing, technology becoming more
sophisticated, and the budgeting process becoming more uncertain,
it is time to look very carefully at the future of this important
system.

THE BASIC QUESTIONS REMAIN:
1. What exactly is the desired role of the AMHS?

2. What changes/plans need to be implemented
today to ensure the AMHS wi ill continue
to provide efficient in-state transportation
services in future years?

3. In what direction should the system be
headed?

4, what expectations do we have for the
system?

5. How can the current system be improved
upon?



T 1l ALASKA MAIIMiIi HIGHWAY
AUTHGHITY

HOUSE BILL 81

THE PURPOSE OF HOUSE BILL 81 IS TO ESTABLISH
AN AUTHORITY FOR THE OPERATION, MANAGEMENT,
PLANNING, AND CONSTRUCTION OF FACILITIES FOR
THE MARINE HIGHWAY SYSTEM WITH A LEGAL
EXISTENCE INDEPENDENT AND SEPARATE FROM

STATE GOVERNMENT.

THIS REPORT WILL ATTEMPT TO GO THROUGH EACH SECTION OF
HOUSE BILL 81 AND ADDRESS THE INTENT OF THE BILL AND
ANSWER QUESTIONS THAT HAVE BEEN RAISED CONCERNING EACH
AREA.

1. CREATION OF THE AUTHORITY

THE AUTHORITY IS ESTABLISHED AS A PUBLIC CORPORATION.
WHILE THE AUTHORITY IS STILL AN INSTRUMENTALITY OF THE
STATE WITHIN THE DEPARTMENT OF TRANSPORTATION AND
PUBLIC FACILITIES. IT HAS A LEGAL EXISTENCE INDEPENDENT OF
AND SEPARATE FROM THE STATE.

ESSENTIALLY, THE AUTHORITY IS RESPONSIBLE FOR THE OVERALL
MANAGEMENT OF THE AMHS. THE BOARD OF DIRECTORS FOR THE
AUTHORITY ANSWER DIRECTLY TO THE GOVERNOR. WHILE THE
AUTHORITY HAS A LEGAL EXISTENCE OF IT'S OWN, IT IS STILL AN
INSTRUMENTALITY WITHIN THE D.O.T AND THEREFORE LEGALLY
STILL CONSIDERED TO BE A STATE AGENCY.

The AMHS was established in the early 1960's. Voters approved
the sale of bonds to fund four vessels, the M/V Tustemena, M/V
Matanuska, M/V Taku and the M/V Malispina. Since that time, 5
more vessels have been added to the fleet which now comprises a
total of nine vessels.

The mission of the AMHS is derived form a variety of sources. Its
enabling legislation provided its initial direction. The mission for
the AMHS is stated as follows:



Mission statement of AMHS:

The AMHS serves as a marine inode alternative in lieu of a
land highway system, and provides basic access among and
between the communities which it serves and the continental
surface transportation network. To the extent that capacity
and fiscal capability is available to provide services at a level
beyond basic access to Alaskan communities, service will be
provided to spread system costs over a larger traffic base
permitting better service to Alaskans and supporting local
economic development.

Many questions concerning the direction, policies, mission and
overall operations of the AMHS under the authority have been
raised.

The following information attempts to review House bill 81
(Establishing and Alaska Marine Highway Authority). Each section
of the bill is discussed and questions that may need to be
addressed have been raised.

THE ORGANIZATION
The authority consists of seven directors appointed by the
Governor:

a representative of commercial carrier

a representative of the maritime industry

a representative from the tourism industry

four members of the public at large served by the
marine highway system as follows:

a. one member from region one (extending from
Dixon Entrance to Icy Cape)

b. one member from x*egion two (Kodiak Island)

c. one member from region three (Prince William
Sound)

d. one member from region four (Interior Alaska)



The directors serve at the pleasure of the governor for four year
terms.

The directors must be residents ol the state and shall comply with
the requirements of AS 39.50 (Conflict of Interest).

Directors of the authority will serve without compensation but are
entitled tc travel and per diem expenses authorized by law for
state boards and commissions.

Question

d. Should be Board of Directors be increased to
included the Commissioner of the Department of

Transportation and Public Facilities?

b. What criteria should govern board composition?
Should an employee sit on the board? Should there be

other government officials on the board?

C. Should there be arequirement for one member to
have at least 5 to 10 years experience in marine highway
management. In order to adequately meet this
requirement should the instate residency requirement be

waived for this seat?

d. Is there a need to have arepresentative from an

employee bargaining unit/union on the board?

e. Do members of the board need to be confirmed

by the legislature?



STAFF

The authority shall employ an executive director who serves at the
pleasure of the authority as its chief administrative officer. The
executive director may, with the approval of the authority, select
and employ staff as necessary. Employees of the authority other
than legal counsel and the executive director arc in the classified
service under AS 30.25. In addition to regular employees me
authority may contract for and engage the services cf those
persons/agencies the authority considers necessary for the
purpose of developing information, studies, hearings,
investigations or other proceedings.

Question

1. Will employees of the authority be stai* employees?

Yes. All employees of the authority except the executive director
and legal counsel are in the classified service under AS 39.25
Employees will therefore be subject to all requirements and
benefits outlined under Chapter 39 (Public Officers and Employees
statute).

Who currently negotiates union contracts on behalf of the

state and the A.M.H.S.?

The negotiating team for the state consists of two representatives
including the chief spokesman from the Department of
Administration; two representatives from the Alaska Marine
Highway System (usually the Personnel Officer and the Assistant
Director); and this past year a representative from the DOT&PF
headquarters staff.

Will the authority have direct control over the labor

relations functions, particularly collective bargaining?

The state labor relations agency will remain the negotiating team
for the AMH.S. It would seem beneficial to have two members
from the authority as part of the state negotiating team.
Currently, two members from A.M.H.S sit on the negotiating team.
Consideration could be given to changing/adding members to the
negotiating team to include members from the authority.
Ultimately, the final labor relations decisions rest with the
Governor. Under an authority this would not change.

0.



PERSONNEL
AND UNIONS

What unions currently represent employees of the
AM.H.S.? What is the status of each union contract?

Currently, all vessel employees are represented by one of three
unions:

The Inland Boatman's union - This union represents the
largest group of ferry workers. Approximately 625 workers
belong to this union. Contract talks with IBU representatives and
the administration ceased this summer when union members
overwhelmingly rejected a wage agreement with the AMHS.
Talks will not resume again until Feoruary 1990 when the
workers' three year contract requires wage talks to begin for the
contract's final year.

Masters, Mates and Pilots Association - representing 65
licensed captains and deck officers, has been working without a
contract since March, 1988. This union has been working under
yearly agreements until both sides can come to terms on a
contract.

Marine Engineers Beneficial Association - This union
represents approximately 60 employees. The union reached
agreement on a three year contract June, 1989 calling for a wage
reopener. The issue of a cost of living increase still needs to be
agreed upon before April 1, 1990.

Four other unions represent 121 shoreside personnel:
Alaska State Employees Association

Alaska Public Employees Association

Public Employees Local 71

Public Employees Association

Il.
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POWERS OF THE AUTHORITY

The authority has been granted power to:

adopt and enforce bylaws and regulation for the conduct of
its business and for the use of its services and facilities.

maintain offices at places in the state that are served by
the marine highway system.

- subject, to appropriation of the legislature, acquire, hold,
use and dispose of its income, revenues, funds, and money.

- operate, maintain, improve, and extend a system
of ferries connecting with the public roads and highways of
the state.

- establish rates and tariffs, after public hearings.

- modify routes, after public meetings.

- acquire, hold, use, lease, rent, construct, and dispose of
real and personal property for its purposes.

- sue and be sued

- adopt an official seal.

DUTIES OF THE AUTHORITY

House Bill 81 idipulates duties for the authority:

- Assist the residents, businesses, and communities of the
state in obtaining the best and most frequent possible
marine passenger and freight service.

- Schedule vessel sailings to maximize the frequency of
service to all ports.



- Encourage and integrate with other public and private
carriers to provide maximum service within the state and
between Alaska and ports outside the state.

encourage in state vessel maintenance, construction and
service to the greatest extent possible.

employ residents of the state to the greatest extent
possible.

provide reservation access and marketing information
throughout the state

recognize Alaska based unions and employee associations.
require prepayment of reservations

The authority would provide the marine highway system with the
autonomy it needs to make day to day management decisions.
Currently, the Commissioner of DOT/PF is given direct and full
responsibility for all modes of transportation including roads,
airports and ferries. With the size of the department and the
number of responsibilities, it is impossible for any Commissioner
to be involved in the decisions affecting the system on a daily
basis. The authority would provide continuity of leadership on a
contmual basis. In contrast to the Commissioner, board members
for the authority would have a single purpose.

Decisions affecting the system such as vessel replacement, labor
relations, routing, fare increases, budgetary concerns, etc. would
be dealt with on an ongoing basis by the board of directors and
employees of the authority. Essentially, instead of the decisions
being made by one person who is responsible for the entire
transportation system, you would have seven members who would
deal with all issues affecting the AmMHSs only, on a continual daily
basis.

Focusing this much time and attention ("brainpower™) in one single

area will no doubt benefit the system. Many people argue that
management of any business is the key to its success.

11.



ALASKA MARINE HIGHWAY SHORE FACILITIES

There are currently 35 AMHS shore facilities within Alaska, 18
of these shore facilities are owned by the State of Alaska (AMHS).
The remaining 17 facilities are owned by other entities or
individuals and leased by the AMHS.

Under the authority, it is proposed that ail shore facilities and land
currently used by the AMHS to provide service would be
transferred/leased to the authority.
House bill 81 (Page 3 line 20) provides the authority with the
following powers;
a. Maintain offices at a place in the state and at places out
of state that are served by the marine highway system.

b. acquire, hold, use, rent, lease, construct, and dispose of
real and personal property for its purpose.

C. operate, maintain, improve, and extend a system of
ferries connecting with the public roads and highways of
the state including the boats, vessels, wharves, docks,
approaches, landings, and appurtenances the authority
determines to be necessary or desirable for safe and
efficient operation of the ferry system.

QUESTION

a. How should land ownership be handled insofar as

terminal holdings are concerned?
Should title to the land be given to the authority?

The land and facilities currently utilized by the

A.M.H.S belongs to several different entities. The State
Department of Transportation holds title to a majority of the land
however, the Department of Natural Resources also has title to
some of this land. In addition, the land and facilities leased by the
A.M.H.S. is owned by cities, boroughs and private individuals. It is
anticipated the leases currently in place with the AM.H.S. could be
transferred or renegotiated by the authority. The questions
surrounding the lands currently held by the state would need to
be addressed. Should land currently held by the state and utilized
by the AM.H.S. be transferred to the authority?

1.



b. What restrictions, if any, should apply to appropriate

land uses?

c. What about public use of this land?

This section is somewhat unclear. Page 6, Line 18 states the
authority may adopt regulations governing the use of ferry
terminal facilities by the public.

d. Should any powers of eminent domain be
granted?

e. Is there aneed to more clearly define the
specific power of the authority to managelease,
purchase, dispose or exchange lands that belong to

the state?

House bill 81 provides the authority with the power to acquire,
purchase, gift or exchange privately or publicly owned land in fee
simple or easements that it considers necessary and reasonable
for either temporary or permanent public use. The authority may
vacate land by filing a deed in the appropriate recording district.
This land would then revert to the persons, heirs, or successors to
whom it was vested at the time of taking.

The authority may transfer land not considered necessary for use
to the Department of Natural Resources for disposal. Proceeds of
disposal shall by credited to the funds from which the purchase
was originally made.

£0.



g. Is there aneed for the Department of Natural
Resources to approve any land purchases by the
authority?

The authority may acquire land or materials nothwithstanding the
fact that title to it is vested in the state or a department, agency,
commission, or institution of the state.

h. What about purchasing supplies and
equipment? Would State Procurement Policies
need to be followed?

Page 6 Line 13 states that any purchasing undertaken for the
acquisition or maintenance of ferry terminal facilities are
governed by AS 36.30 (State Procurement Code)



AMHS - owned facilities
Angoon

Auke Bay

Clark Bay

Cordova

Haines

Hollis

Hoonah

Kake

Ketchikan
KVMF/South Berth
Metlakatla
Petersburg

Sitka

Skagway

Tenakee

Valdez

Whittier

Wrangell

Non-AMHS owned facilities
Chignik

Cold Bay
Cordova

Homer

King Cove
Kodiak

Ouzinkie

Pelican

Port Lions
Prince Rupert
Sand Point
Seattle

Seldovia

Seward
Tatitied/Eilamar
Unalaska
Valdez

In 1988, AMHS, Marine Facilities engineering division completed
a condition survey report for all 36 shore facilities. The following
pages outline the status of each facility



i1 aed

Year

.
L

1992
1992
1992
1992
1992

i
i

1994
1995
1995
1995

Site

Hoonaﬂ
Hoona

Ho nah
¥etersburg
e
rtad |
il

hﬂeﬂg aﬂa/

h@&ﬂﬁ aﬂa/

Iena
ersBur
erspur
Peterspur
Peterspur
Petersour
Petersburg

Auke Bay-mainline

Clark Bay
Clark Bay

o %ﬁnngs

AMHS Shore Facility Long Term

Comionent

lumination
arking

b
i

Building
Power
Sewer
Water

engeﬂn
?n ering.
fumination

i
aﬂdn

Staging
Sewer
Basin
Building

Rating

%

Im

P
Enl
Re

Adg

R

Action Needed

rove area i
rovide and de
an5|en garklng

In

bolats Tender

ﬁneat

htin

er systems

ballast handhng or ramp
5u3|nq sy S%P
enovate Tor”indoor plumbing

8 long-term and

Provide auxiliary/emergency generator
Provide sewer system
Provide water system

Reconstruct and reconfi
ﬁ?condarg sgstem/

R

RF Ove pinna

P

a
epﬁ ce with
marine qutfa

€S

Replace tnnber endiy Pne 8n dock
eplace sout ern le
m r ve accommodate Improved
@ g stagln? area
ZInCs g ﬁ
Elace sogth rn lead Jn d0|phlﬂ
aereoanstruc and reconfigure parking

igure staging

City sy

gies on approach to a

mﬁgrxvaVMgn with all

amenities

I

fem
ow

Projected
0st

120,000
100,000

§400,000

$250,000
$ 40,000

$450,000
$ 30,000
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Year

1997

i

2000

2000
2000
2000

2000

2000
2000

2001
2001
2001

2001
2001
2001
2001
2001
2001

2001
2001

Site

g %Yggg Springs

Angoon
Angoon
Angoon
Angoon
Angoon

Angoon
Anaoon

Auke maln|ine
Aute Ea¥ malnilne
Halnes
aines
alnes
Halnes
llaines
Haines
oonaE

oona
Hoona

Component

gtwalks/
i
ransnf%r
oo

00rIn
00rIn
oorin
0Qrin

arkins
IIu jnation

Ing
ower

Sewer

e
U|Id|ng
EUIFJIHQ

&Fndenng
00ring

ower
Sewer
Water
oorln
nderi
atwal
angways

Rating

o o o™ [SN© © o o®

e do) ° -4 o

— O

o o

Projected
Action Needed J Cost

Reconfigure for TUSTEMENA

Acg fendering for TUSTEMENA
Add moor % tyres ftor TUSTEMENA
Constru NG RHLBERA $550.000
zmcs to piles
zmcs to piles
A zincs to piles
Add zincs to pilles
Add zincs to piIles
é z&ncs éo 3‘ es $ 25,000
VI eer?rr]] rek Heate transient and
Recogmtl%ure 0f n%w tﬁrmlnadl building
Eons ruct new terminal buil %]
l%]ic’l uct power system with te minal
Ckg)&lsltJucq sewer system with terminal
Exp and a%d delineate traff h gatterr]
l%]slt uct water system with termina $500.000
Fr)ﬁp%eet%t(r)mIgcaolmbu”gt}enq rovements $150’000
ExéJand erminal g‘uo\dln gnd ad |
erg buﬁ< ba S e
B|I|tate/re alr gu[ hgad
rove H\/ dsys em to accommodate
rm|na | ansion
Im rove fo aCf m odat expanded
t rmlna .
Deve Orﬁ new P]ota e source Pro | e
3|8 ﬁnd expand terminal : 1,000,000
?ﬁ hlns o?/v %)rger vessei
[sstems or aqe vessels
A caﬁwaks/gangways or Targer
VESSEeIS $300,000
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Year

2001

Site

Sitka

Whittier

Wrangell
Multiple -
Auke Bay

Auke Bay
Haines

Haines
Ketchikan-mainline

Ketchikan-mainline
Ketchikan-mainline
KVMF South Berth
KVMF South Berth
KVMF South Berth
Metlakatla
Petersburg

Petersburg
Petershburg
Sitka
Sitka
Sitka
Skagway
Skagway

Tenakee Springs
Whittier

Whittier
Wrangell

Wrangell

Component

Mooring
Mooring
Mooring

Catwalks/
Gangways
Transfer

Catwalks/
Gangways
Transfer
Catwalks/
Gangways
Lift/Pontoon
Transfer.
Workfloac
Lift/Pontoon
Transfer
Lift/Pontoon
Catwalks/
Gangways
Lift/Pontoon
Transfer
Catwalks/
Gangways
Lift/Pontoon
Transfer
Catwalks/
Gangways
Transfer

Lift/Pontoon
Catwalks/
Gangways
Transfer
Catwalks/
Gangways
Transfer

Rating

\/]

il v 0 e d d 9 O 0 oouj

©

oo

Action Needed

Add zincs to piles

Add zincs to piles

Add zincs to piles

Clean and recoat catwalks/gangways
Clean and recoat bridge, replace
worn hinges

Clean and recoat catwalks and
gangways

Clean and recoat

Clean and recoat "walks andgangways
Clean and recoat poncoon

Clean and recoat

Clean and recoat workfloats

Clean, recoat and change zincs

Clean and recoat

Clean, recoat pontoon, change zincs
Clean and recoatcatwalks/gangways

Clean and recoatbarge, change zincs

Clean and recoattransfer bridge

Clean and recoatcatwalks/gangways

Clean and recoat, change zincs

Clean and recoattransfer bridge

Clean and recoatcatwalks/gangways

Clean and recoatpedestrian transfer
bridge

Clean, recoat, and replace zincs

Clean and recoat

Clean and recoat

Clean and recoat catwalks/gangways

Clean and recoat transfer bridge

TOTAL

Projected

Cost
$ 40,000
$ 60,000
$ 80,000
$ 30,000
$ 80,000
$ 40,000
$ 80,000
$ 80,000
$150,000
$100,000
$ 80,000
$100,000
$ 60,000
$ 80,000
$ 80,000
$ 20,000
$ 80,000
$ 80,000
$ 20,000
$100,000
$ 80,000
$ 20,000
$ 80,000
$ 40,000
$ 80,000
$1,700,000



Year

2001

2001
2001

2001

2001

2001
2016
2016
2016
2016

2016
2016
2016
2016
2016

2016

2016
2016
2016
2016
2016

2016
2016
2016
2016
2026
2026
2026

2026
2026

Site

Wrangell

Wrangell.
Wrangell

Wrangell
Valdez

Whittier

Angoon

Auke Bay-mainline
Auke Bay-mainline
Auke Bay-mainline

Cordova

Cordova

Hoonah
Ketchikan-mainline
Ketchikan-mainline

Ketchikan-mainline

Sitka
Sitka
Skagway
Skagway
Skagway

Tenakee
Tenakee
Tenakee
Wrangell
Haines
Haines
Haines

Springs
Springs
Springs

Haines
Haines

Component

Power

Building
Water

Illumination
Mooring

Basin
Fendering
Mooring
Fendering
Catwalks/
Gangways
Mooring
Lift/Pontoon
Building
Mooring
Fendering

Catwalks/
Gangways
Mooring
Fendering
Mooring
Mooring
Fendering

Mooring
Fendering
Transfer
Fendering
Mooring
Fendering
Catwalks/
Gangways
Lift/Pontoon
Transfer

Rating

© O © 00 W 0 ~N NN O oo (o] NN N © © © 00 O

©

Improve

Action

power system with

expansion

Enlarge
Improve

terminal building
water system with

expansion

Improve

terminal

Replace

alignment

illumination with
building
existing dolphins

Maintenance dredge

Replace
Replace
Replace
Replace

Replace
Replace
Replace
Replace
Replace

fendering system
mooring system

fendering system
catwalks/gangways

backup
lift systenm
terminal building

remaining dolphins and dock

fender systems on

structures
catwalks and gangways

Replace

Replace
Replace
Replace
Replace

Needed

terminal

terminal
enlarged

if new

not selected by 2006

remaining

mooring system on dock

dock fendering
dolphin "R"
dolphin "A"

Construct new fender system on

dolphin

Replace
Replace
Replace
Replace
Replace
Replace
Replace

Replace
Replace

npn
mooring system
fendering system
transfer system

steel dolphin
steel dolphin
steel dolphin
steel

lift systenm
transfer bridge

fendering

fendering
catwalks/gangways

Projected

Cost

$190,000
$700,000

$100,000
$ 50,000

$300,000

$270,000
$250,000

$520,000

$220,000

$180,000

$220,000
$ 60,000

$820,000
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Year

1989
1989

1989
1989
1990
1992
1992
1992
1992
1992
1992
1994
1994
1994
1994
1994
1994
1995
1995

1995

Site

Hoonah
Hoonah

Hoonah
Valdez
Peters ,urg

Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.

Tenakee Springs

Petersburg
Petersburg

Petersburg
Petersburg
Petersburg

Petersburg

Auke Bay-mainline

Clark Bay

Clark Bay

AMHS

Component

Illumination
Parking

Staging
Fendering
Other: Sea-—
plane float
Li ft/Pcntoon
Building
Power
Sewer
Water
Fendering
Fendering
Illumination
Mooring
Mooring
Parking
Staging
Sewer

Basin

Building

Facility Long Term

Rating

w

ur oJ u

o a G o

CTi CN

CTi

Action Needed

Improve area lighting

Provide and delineate long-term and
transient parking

Enlarge staging area

Replace fender systems

Add ballast handling or ramp
adjusting system
Renovate for indoor plumbing

Provide auxiliary/emergency generator
Provide sewer systenm
Provide water system

Replace timber fender piles on dock

Replace southern lead in fender
Improve to accommodate improved
parking/staging area

Add zincs to piles

Replace southern lead in dolphin

Reconstruct and reconfigure parking
area

Reconstruct and reconfigure staging
area

Replace with secondary system/
marine outfall or tie to city systenm

Remove pinnacles on approach to allow
larger vessels

Provide new building with all
amenities, like Sitka

Projected
Cost

$250,000

$ 40,000

$450,000

$ 30,000
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Year

1995
1995
1995
1995
1995

1995
1992

1995
1995
1995
1995
1995
1995
1995
1995
1995

1995
1995

1995

1995

1995

1995

1995

1995

Site

Clark Bay

Clark Bay
Clark Bay
Clark Bay
Haines

Haines
Haines

Hoonah

Hoonah
Hoonah
Kake
Kake
Kake

Kake
Kake
Kake

Kake
Kake

Kake

Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.
Metlakatla/
Walden Pt.

Component

Catwalks/
Gangways
Fendering
Mooring
Building
Catwalks/
Gangways
Fendering
Mooring

Lift/Pontoon
Sewer

Water
Building
Illumination
Lift/Pontoon
Parking
Power

Sewer

Staging
Transfer

Water
Catwalks/
Gangways
Fendering
Mooring

Parking

Staging

Rating

~ W OOo

(6]

OO EFr Ww

~

Projected

Action Needed Cost

Add catwalks/gangways for larger

vessels
Add fender systems Tfor larger vessels
Add dolphins to allow larger vessels
Construct new terminal building $500,000
Replace timber catwalks

Replace timber dolphin fendering

Replace timber dolphins on new

alignment $150,000
Inspect and replace pontoon anchor

chains as necessary
Connect to city sewer systen
Connect to city water systenm $ 60,000
Construct new terminal building

Provide illumination

Inspect and replace pontoon anchor

chains as necessary
Provide delineated transient and

long-term parking

Provide power for apron lift system

and illumination
Construct sewer system for terminal

building
Enlarge and delineate traffic patterns
Provide shore power to apron lift

systenm
Construct water system for terminal

building $450,000
Add catwalks and gangways
Add fender systems for largei vessels
Add dolphins to allow for larger

vessels
Pave & deliniate parking area

Pave staging area $350,000
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Year

1997

1997
1997
1997
1995

2000

2000
2000
2000

2000

2000
2000

2001
2001
2001

2001
2001
2001
1:001
2001
2001

2001
2001

Site

Whittier

Whittier
Whittier
Whittier
Multiple
Angoon

Auke Day

- Mainline

Haines
Hoonah
Skagway
Tenakee
Angoon

Angoon
Angoon
Angoon

Angoon

Angoon
Angoon

Springs

Auke Bay-mainline
Auke Bay-mainline

Haines
Haines
Haines
Haines
Haines
Haines
Hoonah

Hoonah
Hoonah

Component

Catwalks/
Gangways
Fendering
Mooring
Transfer

Mooring
Mooring

Mooring
Mooring
Mooring
Mooring
Parking

Illumination

Building
Power

Sewer

Staging
Water

Building
Power
Building

Fendering
Mooring
Power

Sewer
Water
Mooring
Fendering

Catwalks/
Gangways

Rating

S 00 00 0o o 0o o o

O oo

o o

Projected

Action Needed Cost

Reconfigure for TUSTEMENA
Add fendering for TUSTEMENA
Add mooring structures for TUSTEMENA
Construct TUSTEMENA §550,000
Add zincs to piles
Add zincs to piles
Add zincs to piles
Add zincs to piles
Add zincs to piles
Add zincs to piles § 25,000
Provide and delineate transient and

long-term parking
Reconfigure for new terminal building
Construct new terminal building
Construct power system with terminal

building
Construct sewer system with terminal

building
Expand and delineate traffic pattern
Construct water system with terminal

building §500,000
Expand terminal building

Improve to accommodate improvements §150,000

Expand terminal building and add
covered walkways

Replace bulkhead fendering
Rehabilitate/repair bulkhead

Improve power system to accommodate
terminal building expansion

Improve to accommodate expanded
terminal building

Develop new potable source, protioe
system to ship, and expand terminal

Add dolphins to allow larger vessels

Add fender systems for larger vessels

Add catwalks/gangways for larger
vessels

21,000,000

§300,000



Year

2001
2001
2001
2001
2001
2001

2001
2001

2001

2001

2001
2001

2001
2001
2001
2001

2001
2001

2001

Site

Kake
Kake
Kake
KVMF
KVMF
KVMF

Petersburg
Petersburg

Petersburg
Petersburg

Sitka
Sitka

Sitka

South Berth
South Berth
South Berth

Sitka

Tenakee
Tenakee
Tenakee
Tenakee

Springs
Springs
Springs
Springs

Multiple -
Auke Bay -
Secondary
Ketchikan -
Mainline
Ketchikan -
Secondary
KVMF South
Berth
Metlakatla/
Walden Pt.

Component

Mooring
Fendering
Catwalks/
Gangways
Water
Sewer
Power

Building
Water

Sewer
Power

Building
Water

Sewer
Powe r
Water
Sewer

Power
Building

Mooring
Mooring
Mooring
Mooring

Mooring

Rating

o oo

©

© 0w O o

Action Needed

Add dolphins to allow

Add fender systems for

Add catwalks/gangways for
vessels

Replace worn elements
Replace worn elements
Increase capacity and
elements

Expand terminal building

Improve water system to accommodate
terminal expansion

Improve sewer system to accommodate
terminal expansion

Improve power system to accommodate
terminal expansion

Expand terminal building

Improve water system to accommodate
terminal building expansion
Improve sewer system to accommodate
terminal building expansion

larger vessels

larger

replace worn

larger vessels

Improve to accommodate
expanded terminal bui
Provide vc.ke;: systen
Provide sewer systenm

improved/
Iding

Upgrade capacity as required

Expand, enclose,

install

interior

lighting and provide heat and

restrooms
Add zincs tc piles
Add zincs to piles
Add zincs to piles
Add zincs to piles

Add zincs to piles

Projected
Cost

$300, (100

$380,000

$340,000

$190,000

$240,000
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Site

\%/ﬁkaie‘
|t|ran el
Nie B
Auke Bay
Haines

aines

etc |kan mainline
etc an main|ine Llpt%lrntoon

Skagway

T
Weﬁlak?grSprlngs
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fi s e

Wrangell

t an mailniine

OU ert

out ert

OU ert
la

Component

Moorin
001N
oormg
Catnan
ra%s? [
atwalks/
R
s/

atwal

rar% ert
? %?oon
B,

twa?ntoon

S
rans ﬁ
atwalks/

|H9WPntoon

rans
atwal
an\N? S

af tv/vF;\?knst/0 on

a \%\Aﬁll{s/

ransiar

Rating

Projected

Action Needed Cost

Add zincs to piles

Add zincs to piles

Add zincs to piles $ 40,000
Clean and recoat catwalks/gangways $ 60,000
Clean and recoat bridge, replace $ 80,000
worn hinges

Clean and recoat catwalks and $ 30,000

gangways

Clean and recoat $ 80,000
Clean and recoat catwalks and gangways ¢ 40,000
Clean and recoat pontoon $ 80,000
Clean and recoat $ 80,000
Clean and recoat workfloats $150 000
Clean, recoat and change zincs $100,000
Clean and recoat $ 80,000
Clean , recoat pontoon, change zincs $100,000
Clean and recoat catwalks/gangways $ 60,000
Clean and recoat barge, change zincs $ 80,000
Clean and recoat transfer bridge $ 80,000
Clean and recoat catwalks/gangways $ 20,000
Clean and recoat, change zincs $ 80,000
Clean and recoat transfer bridge $ 80,000
Clean and recoat catwalks/gangways $ 20,000
Clean and recoat pedestrian transfer $100,000
bridge

Clean, recoat, and replace zincs $ 80,000
Clean and recoat $ 20,000
Clean and recoat $ 80,000
Clean and recoat catwalks/gangways 5 40.-000
Clean and recoat transfer bridge §0,000

TOTAL

$
$1.700,



Year

2001
2001
2001
2001
2001
2001

2001
2001

2001

2001

2001
2001

2001
2001
2001
2001

2001
2001

2001

Site

Kake
Kake
Kake

KVMF South Berth
KVMF South Eerth
KVMF South Berth

Petersburg
letersburg

Petersburg

Petershburg

Sitka
Sitka

Sitka
Sitka

Tenakee
Tenakee
Tenakee
Tenakee

Multiple
Auke
Seco
Ketch
Main
Ketch

Springs
Springs
Springs
Springs

Bay -
ndary
ikan -
line
ikan -

Secondary

KVMF

South

Berth
Metlakatla/
Walden Pt.

%

Component

Mooring
Fendering
Catwalks/
Gangways
Water
Sewer
Power

Building
Water

Sewer
Power

Building
Water

Sewer
Power
Water
Sewer

Power
Building

Mooring
Mooring
Mooring
Mooring

Mooring

Action Needed

Add dolphins to allow larger vessels
Add fender systems for larger vessels

Add catwalks/gangways for larger
vessels

Replace worn elements

Replace worn elements

Increase capacity and replace worn
elements

Expand terminal building

Improve water system to accommodate
terminal expansion

Improve sewer system to accommodate
terminal expansion

Improve power system to accommodate
terminal expansion

Expand terminal building

Improve water system to accommodate
terminal building expansion
Improve sewer system to accommodate
terminal building expansion
Improve to accommodate 1improved/
expanded terminal building

Provide water system

Provide sewer systenm

Upgrade capacity as required

Expand, enclose, install interior
lighting and provide heat and
restrooms

Add zincs to piles
Add zincs to piles
Add zincs to piles
Add zincs to piles

Add zincs to piles

Projected
Cost

$300,000

$380,000

$340,000

$190,000

$240,000
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Year

2001

2001
2001

2001

2001

2001
2016
2016
2016
2016

2016
2016
2016
2016
2016

2016

2016
2016
2016
2016
2016

2016
2016
2016
2016
2026
2026
2026

2026
2026

Site

Wrangell

Wrangell
Wrangell

Wrangell
Valdez

Whittier
Angoon

Auke Bay-mainline
Auke Bay-mainline
Auke Bay-mainline

Cordova
Cordova
Hoonah

Ketchikan-mainline
Ketchi kan-mainline

Ketchikan-mainline

Sitka
Sitka
Skagway
Skagway
Skagway

Tenakee
Tenakee
Tenakee
Wrangell
Haines
Haines
Haines

Haines
Haines

Springs
Springs
Springs

Component

Power

Building
Water

Illumination
Mooring

Basin
Fendering
Mooring
Fendering
Catwalks/
Gangways
Mooring
Lift/Pontoon
Building
Mooring
Fendering

Catwalks/
Gangways
Mooring
Fendering
Mooring
Mooring
Fendering

Mooring
Fendering
Transfer
Fendering
Mooring
Fendering
Catwalks/
Gangways
Lift/Pontoon
Transfer

Rating

*) VDV O VO

()

-"J-'J-0VDVD

VD VDOV OO

Action

Improve power system with
expansion
Enlarge terminal building
Improve water system with
expansion

Improve illumination with
terminal building

.place existing dolphins

Needed

terminal

terminal
enlarged

if new

alignment not selected by 2006

dvintenance dredge

» £lace fendering system
Replace mooring system
Replace fendering systenm
Replace catwalks/gangways

Replace
Replace
Replace
Replace

Replace fender systems on
structures

Replace

backup
lift system
terminal building

Replace
Replace
Replace
Replace

dock fendering
dolphin "R"
dolphin "A"

remaining dolphins and dock
remaining

catwalks and gangways

mooring system on dock

Construct new fender system on

dolphin "A"
Replace mooring system
Replace fendering system
Replace transfer system
Replace steel
Replace steel
Replace steel
Replace steel

dolphin

lift systenm
transfer bridge

Replace
Replace

dolphin fendering

dolphin fendering
catwalks/gangways

Projected

Cost

$]90,000

3190:660

$ 50,000

$300,000

$270,000
$250,000

$520,000

$220,000

$180,000

$220,000

$ 60,000

$820,000
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Year

2026
2026
2026
2026
2026
2026

2026
2026
2026
2026
2026
2026

2026

2026
2026
2026
2026
2026

2026
2026
2026
2026
2026

Site

Angoon
Clark Day
Clark Ray
KVMF South
KVMF South
KVMF South

KVMF South
KVMF South
Metlakatla
Metlakatla
Metlakatla
Multiple -
Angoon
Clark Bay
Cordova
Hoonah
Kake

Ketchikan-secondary

Berth
Berth
Berth

Berth
Berth

Metlakatla/Walde

Multiple -

Auke Bay-mainline
Ketchikan-mainline

KVMF South Berth

Petersburg

Sitka

Tenakee Springs

Petersburg

Petersburg
Sitka
Sitka
Sitka

Skagway
Skagway
Skagway
Skagway
Valdez

Component

Mooring
Mooring
Fendering
Mooring
Fendering
Catwalks/
Gangways
Intertie
Basin
Mooring
Fendering
Basin

Transfer
Transfer
Transfer
Transfer
Transfer
Transfer
Transfer

Lift/Pontoon
Li ft/Pontoon
Lift/Pontoon
Lift/Pontoon
Lift/Pontoon
Lift/Pontoon
Mooring
Fendering
Mooring
Fendering
Catwalks/
Gangways
Transfer
Lift/Pontoon
Lift/Pontoon
Transfer
Transfer

Rating
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i w 2o

Action Needed

Replace
Replace
Replace
Replace
Replace
Replace

mooring system

mooring system

fendering system

hawsers to shore tie-points
fendering

catwalks/gangways

Replace 1intertie

Maintenance dredge northwest corner
Replace mooring system

Replace fendering systenm
Maintenance dredge

metalizing
metalizing
metalizing
metalj zing
metalizing
metalizing
metalizing

recoat/touchup
recoat/touchup
recoat/touchup
recoat/touchup
recoat/touchup
recoat/touchup
recoat/touchup

Clean and
Clean and
Clean and
Clean and
Clean and
Clean and
Clean and

Replace lift/pontoon skins as req-"d
Replace lift/pontoon skins as req"d
Replace pontoon skins as required
Replace pontoon skins as required
Replace pontoon skins as required
Replace pontoon skins as required
Replace mooring system

Replace fender system

Replace steel dolphin

Replace steel dolphin fendering
Replace catwalks/gangways

Replace vehicle transfer bridge
Replace barge

Replace ramp hydraulics

Replace ship-to-barge ramp

Replace ramps if new structures/

alignment not selected by 2026

Projected

Cost

$120,000
$220,000

$370,000

$270,000

$240,000

$400,000

$220,000

$190,000

$2,520,000

$400,000



abeyd
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Year

2026
2026
2026
2026

Site

Whittier
Whittier
Wrangell
Wrangell

Component

Li ft/Pontoon
Mooring
Mooring
Lift/Pontoon

Rating

Replace
Replace
Replace
Replace

lift

Action Needed

system

dolphin

steel
lift

dolphins

Projected
Cost

$200,000

$150,000

$240,000



What was the total operating budget each year for

AMHS

the past 5 years?

AMHS OPERATING BUDGET

VESSELS

AND ROUTES

YEAR AUTHORIZATION EXPENDITURE
1984 63,147,200 62,128,800
1985 65,658,900 65,434,200
1986 68,124,600 65,793,900
1987 65,529,900 64,310,900
1988 67,039,500 * 65,595.200

‘Includes retirement Incentive Program, $1,143,300

How many passengers and vehicles traveled on the
AMHS each year for the past 5 years?

AMHS TRAFFIC — 1984 to 1988 (calendar years)

YEAR PASSENGERS VEHICLES
1984 367,250 95,510
1985 369,429 96,266
1986 347,869 92,025
1987 378,691 99,975
1988 394,532 107,314

How many total gallons of fuel did the system use
each year for the past 5 years? What was the
average price per gallon paid for this fuel?

AMHS FUEL CONSUMPTION & PRICES

Fiscal AVG PRICE
year GALLONS PER GALLON
1985 9,126,821 $0.87

1986 9,148,503 $0.81

1987 7,980,930 $0.52

1988 7,784,666 $0.54

1989 8,014,580 $0.62
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NAME OF YEAR PLACED  ORIGINAL REPLACEMENT NUMBER OF NUMBER OF NUMBER OF GALS/FUEL

VESSEL INSERVICE COST COST PASSENGERS VEHICLES STATEROOMS PER HOUR

M/V COLUMBIA 1974 $22.00 $70.00 1000 180 91 415
M/Z7V MALISPINA 1963 $5.00 $53.00 750 120 86 215
M/VMATANUSKA 1963 $5.00 $53.00 750 120 112 240
M/VTUSTUMENA 1964 $5.20 $29.00 200 54 27 190
M/VLECONTE 1974 $5.60 $21.50 250 47 0 250
M/VTAKU 1963 $5.00 $28.50 500 105 44 215
M/VAURORA 1977 $7.70 $21.00 250 47 0 250
M/V BARTLETT 1969 $3.20 $12.00 236 40 0 170
M/ZV CHILKAT 1959 N/A 1.5 75 15 0 35

Page 14.



WHAT FUNDS ARE CURRENTLY AVAILABLE FOR
REPLACEMENT OF EXISTING VESSELS?

There are no funds currently available for vessel replacement.

WHERE WOULD THE NEW REPLACEMENT VESSEL BE BUILT?

The only legal requiremen_t Is that it be built in the United States.
Otherwise, 1t would be built by the lowest bidder.

WHAT TIME PERIOD WOULD WE BE LOOKING AT FOR
_lAggx% VESSEL DELIVERY [F WE PLACED THE ORDER

Two to three years, assuming, award of a single design/build
contract today. Separate design and build contracts would add six
months to thé process.

WHAT IS THE ANTICIPATED USEFUL LIFE FOR EACH
VESSEL? FSWHAT YEAR DO YOU ANTICIPATE THE VESSEL
NEEDING REPLACEMENT?)

With proper maintenance and refurbishment, the time is
indefinite, The older the vessels get, the more that maintenance
and refurbishment costs. Even so, proper maintenance and
refurbishment requires less cash flow than replacement.

The useful life of a vessel may also be cut short by "mission
obsolescence"”, which can occur as changing market conditions and
technology render the vessel unsuitable for new conditions. An
evaluation of potential mission obsolescence within the fleet would
require a projected needs analysis coupled with specuiation into
technological advances which may occur in the future.



WHAT IS THE CURRENT STATUS OF EACH VESSEL?

As of mid-September, 1989, all vessels are operations except the
Chilkat, which is moored in Ketchikan. The Chilkat 1s
recommended for surplus, and will require a shaft overhaul before
the Coast Guard will allow it into passenger service.

As we move into the overhaul and lay up season, various vessels
will move out of operational status into overhaul or lay-up status.

IN WHAT YEAR DID THE LEGISLATURE APPROPRIATE
FUNDS éFEDERAL OR STATE) FOR THE ACQUISITION OF A
HIGH SPEED FERRY? HOW MUCH WAS AUTHORIZED?
WHAT IS THE STATUS OF THIS FUNDING?

Chapter 128/SLA 86 authorized $4,905,000 total (FA and GF) to
build high speed ferries. Approved revised program documents
the current authorization at $4,228,765 ($353,541 GF and
$3,875,224 FAZ_ The project reﬂulres federal approval to proceed
which is conditioned on completion of the Master Plan. If the plan
recommends high speed ferries we would reevaluate all projects in
the six year plan and start as soon as practical within funding
cogstrfallngtgg)(The Master Plan is scheauled to be completed at the
end 0

HOW MUCH HAS BEEN SPENT TO STUDY THE HIGH SPEED
FERRY CONCEPT? WHEN WERE THESE STUDIES
UNDERTAKEN?

In 1983 a Jetfoil Demonstration Project was completed for
$3,469,903.99 No other specific h|%h speed ferry studies have
been conducted, however, hoth the Southeast Aldska
Transportation Plan of 1985 and the AMHS transgortatlon Plan of
1986 evaluated high speed ferries for use in the Southeast system.
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BUDGET AND APPRORPIATIONS

The authority would submit its annual budget to the Legislature
through the Governor. The authority shall expend money
appropriated by the legislature as authorized by the legislature..

The authority, with the cooperation of the Department of
Transportation and Public Facilities, shall prepare a comprehensive
long range plan for the development and improvement of the
marine highway system and shall revise and update the plan at
least every five years. The comprehensive long-range plan and
revisions and updates of the plan are subject to legislative
approval by law.

WOULD THE AUTHORITY STILL BE ELIGIBLE FOR FEDERAL
FUNDS?

Yes. The authority is an instrumentality of the state within the
Department of Transportation and Public Facilities. Therefore, the
authority would still be eligible for federal funds. The authority
would work with DOT/PF to prioritise projects for federal funding.

WOULD REVENUES GENERATED BY THE AUTHORITY BE
AVAILABLE FOR USE BY THE AUTHORITY?

Presently, the Constitution does not allow for dedicated funds. An
amendment could be considered to allow the authority to expend
the revenues it generates. A general fund appropriate would still
be required to provide adequate funding for the system to
operate. Currently, revenues generated by the system cover over
50% of the systems operating costs. By allowing the AMHS to
spend the revenue it generates, a more direct relationship with
performance and work would probably result. The incentive to
implement cost savings would be there.

If the dedicated fund problem were resolved, some consideration
could be given to adding a formula whereby a percentage of new
revenues goes to help reduce the general fund contribution. By
doing this the state and the system would benefit.

Z7.
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COSTS TO ESTABLISH AN ALASKA MARINE
HIGHWAY AUTHORITY

The De_partmen of Tra s ortation and Public Facilities estimates
an initial cost of $450,000 to establish the AMHS authority.

Ongoing costs of approximately $300,000 are also projected. It is
anficipated_these ongoing costs could be absorbed by the authority
once established. The initial monies required to establish the
ie\uthlortlty would proba ny need to be apropriated by the
egislature.



HOW OTHER SYSTEMS OPERATE

WASHINGTON STATE FERRIES

The Washington State Ferry (WSF) system began operation in
1951. The state purchased 16 ferries, 20 terminals and
miscellaneous supplies for $4.95 million. Today, the Marine
Division of the Washington State Department of Transportation
controls assets valued at over $308 million and operates 22
vessels which carry seven million vehicles and 17 million
passengers each year.

All 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 ferries are not equipped 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 Sound. Routes are devoted to both commuting
and recreational travel. The shortest route is 1.5 nautical miles
(15 minutes) in the Tacoma urban area. The longest route is 38
nautical miles (3 1/2 hours) in the San Juan Islands. Recreational
travel accounts for 32 percent of all ferry trips. Seventy percent
of all passengers are recreational travelers.

TRAFFIC

The system makes an average of 323 daily trips, carrying 47,000
passengers and 19,000 vehicles. The summer months are the
busiest time, traffic drops by 57 percent during the winter.

FARES

Fares range from $0.90 (passenger) and $3.40 (car and driver) for
a 15 minute route to $5.50 (passenger) and $23.65 (car and
dr:.vi)for a 3-1/2 hour route.

During the past six years, WSF has acquired six new vessels.
Traffic on some routes is expected to decline, while other routes
are expected to expand substantially. To accommodate the growth,
the system plans to purchase four passenger-only vessels. These
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ferries will be utilized on runs that currently experience traffic
overloads during certain service periods.

FINANCIAL STRUCTURE

Fares and revenues cover approximately 70% of operating
expenditures and 40% of operating and capital expenditures
during the last three fiscal years.

In addition to fares, the WSF system acquires revenue from taxes
and a toll bridge. Tax revenues include vehicle registration fees,
state gas taxes and a motor vehicle excise tax surcharge. It is
interesting to note that these taxes generate 48% of the systems
total revenues. The remaining revenue is generated as follows:
Fares 40%, Toll bridge $9.8% and bond revenue 8%.

Table 1 shows a breakdown of revenues versus expenditures.
Table 2 shows the financing for the WSF system.
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Wnshin~ton Stnto DepnrtrrxMil of Transportation
Marine Division

WASHINGTON STATE MARINE TRANSPORTATION FINANCING

«27.3/. ol S7.40 of new C3r and S3.40 of old car registration faus
== UMTA spart of the U.S. Dcpartmont of Transportation.
«**Receipts from Bond Salesand UMTA cannot be transferredas tea support for operations.
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BRITISH COLUMBIA FERRY
CORPORATION

British Columbia Ferries was reorganized as the British Columbia
Ferry Corporation, a Crown corporation (similar to Alaska's public
corporations), on January 1, 1977. According to Patrick Morris,
corporate secretary, financing was the key factor in
incorporation as a Crown corporation, B.C. Ferries

could depreciate assets and obtain financing in corporate

style. However, Crown corporations are not liable for taxation.
Administratively, the corporation continues to report to the
government through the Ministry of Transportation and Highways.

The B.C. Ferry Corporation objectives are to establish, administer
and maintain a ferry, shipping and related service, and to engage
in any other business or undertaking necessary or incidental to the
operation of a ferry, shipping or related service. The corporation
Is overseen by a board of nine directors, appointed at the pleasure
of the executive branch.

The corporation has the power and capacity to acquire by any
means except expropriation, to charter, to hold in its own name,
and to use and operate ferries and terminals and such property
and assets, both real and personal, as are considered by the
corporation to be necessary or required for the conduct of its
operations. Subject to approval of the executive branch, BC.
ferries may acquire other marine transportation related services
or facilities, including private ferry and shipping corporations.
As a policy, BC. ferries has focused on the car ferry business and
stayed out of the shipping business.

SUBSIDIES, REVENUES AND EXPENSES

The Ferry Corporation Act anticipated the continuing need for
subsidies and provided that the corporation receive an annual
highway equivalent subsidy. This section of the act was amended
in 1982 —the legislature concluded that the formula based
subsidies were too high. The corporation now submits a proposed
budget request through the Ministry of Transportation and
Highways and participates in the normal budget process.
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Although ferry tolls are set by the corporation —with
consideration ‘given to the costs of operating and maintaining
ferries, terminals and other properties and assets — tolls are
subject to executive branch approval. When considering the
corporation budget, the government can recommend that
additional funds be generated through fare increases, rather than
higher government subsidies.

Table 1 presents the subsidies, %ross operating revenues and
operating expenses from 1980 through 1989.

Attached are the British Columbia Ferry Corporation’s financial
statements for year ende March 1985 and March 1988. Both
flnatnmal statements clearly show tremendous growth for the
system.

In 1985 , the B.C. Government instructed the corporation to pare
costs in ail possible areas. By year end , the system had reduced
oReratmg expenses b}/ almost $12 million over the previous year.
These savings were attained by cutting costs on specific routes,
streamlining of labor costs in line with the provisions of the
collective agreements and by placing a concentrated effort to
continually operate the service in the most efficient manner.
Total operating loss for the year (after depreciation) was $2
million’ compared with $12 million the previous year.

This was an outstanding effort when it realized that traffic was

down 3.9% in passengers and 0.5% in vehicles.

In 1988, operating expenses were again pared down in certain
vital areas. Salaries and wages were reduced as well as fuel costs.
The only operating increases in 1988 were the the areas of
maintenance and replacement costs and in marketing.

The information provided to House Transportation Committee staff
seems to indicate tremendous pro?ress for the B.C. ferry
corporation. The system ap{)ears 0 have avery well defined plan
for t_h%futture. The goals set by the board each’year appear to be
carried out.

In 1989, the amount of government subsidy the corporation

received was reduced by $6 million over the 2 previous years.
This is very impressive.
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FINANCIAL

As ill March;}1.1988
Assets (expressed in thousands)

Current assets
Cash (Note i
Accounts receivable
Inventories (Note 2)
Prepayments and dqgjosits
Current portion of reserved funds (Note 3)
Current portion of debenture (Note 4)

Reserved funds (Note 3)
Debenture (Note 4)

Fixed assets (Note 5)
Ships, berths, buildings.

equipment and land
Less accumulated depreciation

Deferred charges (Note 6)

Approved by the Board

March 31.11)88

$22,121)
2.82(3
11.022
2.(368
5.700
835

45.180

12.297
40.130

557.641
293.377

264.264

3.359

$365,230

STATEMENTS

March 31, 1987

$10,974
16(38
10.565
1461
5.700
770

31.138

11.090
40.966

548.349
263.713

284.636

4.693

$372,523



Liabilities (expressed in thousands) March 3L. loss March 31. 1987

Current liabilities

Accounts payable and accrued liabilities $23.1X50 $20,902
Deferred revenue 2.032 2.580
Current portion of long-term debt (Note 7) 5.700 5.700
Current portion of obligations under capital
leases (Note 8) 1,280 1128
32.978 30.310
Long term debt (Note 7) 31,858 37,558
Obligations under capital leases (Note 8) 87.791 88.591
Accrued sick leave liability (Note () 5,705 4,728
138.332 107.187
Shareholder $equity
Share capital
Authorized
looo.oo00 shares without par value with
a maximum consideration of $I(X).(XX),<xx)
Issued
(58,512 shares 0.851 0.851
Contributed surplus (Note 10) 250.401 250.401
Deficit (50,354) (51,910)
200.898 205.330

$365,230 $372,523



FINANCIAL

| D i«
(expressed in thousands)
Year ended Marc li 31, 1988
Operating revenues

Tolls

Catering
Parking &oilier ineome iNoie in

Less cost of food and goods sold

Operating expenses
Salaries, wages and benefits
Fuel and lubricams
Operating supplies and services
Repairs, maintenance and replacements
Marketing, general and administrative
Contracted services

Operating Income (loss) before subsidy
Province of British Columbia subsidy
(Note 12)

Income from operations

Invesiment income (Note 1)
Interest expense (Note 13)

Net interest expense

Income before depreciation
Depreciation

Income (loss) before extraordinary Item
Extraordinary item (Note 14)

Income (loss) for the year

STATEMENTS

1088

S138.591
28.201
1,093
168.488
11.550

156.938

111.080
25.418
16.542
16.233
4.795
2.015

176.083
(19.145)

57.000
37.855

S.593
12,223

6,630

31,225
29,663

1,562

S 1,562

1987

$131,938
30.585
1431

163.954
12.619

151,335

113.144
26.922
16.437
18,647
5.580
1.886

182.616
(31.281)

57.000
25.719

2.619
10.387
7.768
17.951
29,552
(11,601)
1951

JIL 9,650)



[

(expressed Inthousands)

1987

S 32.400
( 9.G50)
42.050
9,866
$51,916

1987

S 20.309
1951

22,260

41,756
(1.025)
(322)
(4.208)
(9.866)
(41,736)

(15.401)

(10.519)
8.702
(1817)
5,042
5.932

S 10,974

Year ended March 31,1988 1988
Deficit at beginning of year S 51,916
Income (loss) for the year _ 1r62
| >a
Dividend paid February 12,1987 (Note 16)
Deficit at end of year 550,354
dy .0 "m o 3x
(expressed in thousands)
Year ended March 31,1988 1988
Sources (Uses) of cash
Cash front operations
Operations (Note 15) $ 27,231
Extraordinary item (Note 14) -
27,231
Financial activities
Payments from reserved funds 5,700
Long term debt payment (5.700)
Payments received on debenture 771
Capital lease 102
Capital lease payments (750)
Payments to reserved funds (5,327)
Appreciation of reserved funds (1,580)
Dividend paid (Note 16) —
Purchase of debenture -
(6,784)
Investment activities
Fixed asset additions (9.292)
Disposal of fixed assets -
(9,292
Increase in cash 11155
Cash at beginning of year 10,974
Cash at end of year $ 22,129
Nuir Iniissiiiicnicui i ,ish ik liiik-s<>nl\ i.ish.iv.iil.ilili- im cliv i«i<Livelx»r.tti<nis,iikitfex*snot iihlink- ucmtvi-ii

I'uihLs C.iSh



FINANCIAL

Ve IfljHtcIM.IKI) 1. 19H8

Il accnrtfciixewiih section 8<7inf the Ferry
Corjmiiilini) .ui ik* hit.iru uil statements ol Hie
Corjxir.iiinii iirc prewired in nccorilancc with
generally accepted « counting principles. Signifi-
cant at ccHinling (mimes adopted in Hie prepara
nonol: m v (iimih ml statements arc as follows

Inventories

Invcnione.s are valued ai die lower ol cost and
current replacement cost.

Long-Term Disability’ Plan

Tlie Corporation records as a current year
exjicnse the estimated present value ol iviymenis.
until retirement, to employees eligible under the
Long Term Disability Plan. The plan is adminis-
tered by the Su|>erannuation Branch ol die iniblic
Service Commission, which receives and invests
premiums Irom die Corporation The excess ol
premiums ixiid uixler ihe Plan over die reserves
required lor future payments is included in prejiaid
exix'iise in 1987 there was a deficiency ol lunds
which was included in accrued liabilities.

Fixed Assets:
Acquired (rum the Province ol Bruish Columbia:
Edlcaiiv JOMMIL M 77

(&) Ships
Ships, which comprise part of the total assets
acquired (rom the Province effective January |I.
1977 by order-In Council dated December to.
1976 itnd transferred at an assigned value ol si.
have lieen revalued by ihe Corjxiration and are
reflected in the accomixinying financial state-
ments at their estimated depreciated replace-
ment value as ai January 1.1977.

Three ships presently under charter by the
Province until 1994 are subchartered to the
Corporation for the same period at an annual
cost of Si each. Under ihe lerms of the sub-
charier agreement with the Province, the
Corporation may In 1994 request th'i the
Province exercise Its option to purchase these
ships at Its own expense In which case clear
ilile to the ships will be transferred to the
Corporation. Accordingly these ships are
reflected as capital assets of the Corporation in
the accompanying financial staiements and are
siated at their estimated depredated replace-
ment value as at January 1.1977.

(b) Berths, buildings and equipment
Berths, buildings and equipment transferred at
an assigned value of Sl are refleded In the
accompanying financial staiements at their esti-
mated depredated replacement value as at
January 1.1977.

STATEMENTS

I'tflit'llLV (JClo/XY 1. 198.1

(HKKtofier 1.1983 ilu’ remaining buildings and
equipment at Deas Dock facility: not acquired Irom
the Province (MiJanuary 1.1977 were transferred
»t an assigned value oi SI. These assets are
reflected in Hie accomjianving financial state-
ments at their esnnvited depreciated replacement
value as at October 1.1<>83 Ixised upon an
appraisal m.xJe by Universal Ajjpraisal Company
Umiled as at iliat date.

Additions (ffKldis/xisuis
suliseqiftfii to ./(BitkiN/L iu77.

Tlie costs ol major replacements, additions,
extensions and improvements are capitalized in
Hie fixed asset accounts. TIx? costs ol main-
tenance. repairs, minor renewals or replacements
are charged against income. On retirement or
disposal ol fixed assets, the costs thereof and the
related accumuiaied depreciation are eliminaied
Irom tix.* accounts aix| any gains or losses are
reflected in the statement ol income.

Depreciation

Fixed assets are depreciated on the straight line

method based upon the following useful lives:
Ships 25 years
Bertlis 5-10 years
Buildings and equipment 4 +25 years

Leases

All leases which transfers substantially all of the
benefits and risks incidental to the ownership ol
property are accounted lor as if they were acquisi-
tion of assets and incurrence ol obligations at the
inception ol the lease. .-\l oiher leases are
accounted for as operating leases wherein rental
payments are expensed as incurred. .Assets
recorded under capital leases are amortized on a
straight-line basis over their useful lives.

Amortization of Long-Term Debt Discount

and Issue Costs

Promissory note discount is amonized on a
compound Interest method over the term of (he
debt. Issue costs (or promissory notes and capita!
leases are amonized on a straight-line basis over
the tarn of the debt.

Provision fur Annual Rcflt Costs

The Corporation provides lor ship refit expense by
charging against Income the anticipated costs
over the period between refits.

Comparative Figures

Cenaln comparative figures have been reclassified
to conform with the presentation adopted for tFve
current year.
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JjM fim tK s ¢ required ta’ifm itirs~ilem Hii 6(-I-ie-1bilities. arc
* *h shortterm securities authorized pursuant to the terms and pravt-

j d tic Flrendd Adminteiraitoo Aci o British Cohxnbla The investments
wrar«ed though fie MWsuy of finance of the Pravtnce.

loea 1987
(expressed In ihousandsi

i cOTixnaTCS. pans and supplies S 92718 S 8683
:K>dand iubrtane lggf lg{?g

?forrrsate and caienng supplies -
Y 112 5 1056

J?* m
STye3, Reserved Funds 1988 1987
(expressed In thousands)

The Corporation has segregated Invesimenis that are required for specific
purposes or as required by long-term debt and capital lease obligations.

Sfrtung funds (or lona term debt iNotc 7|

Admimsiered by the Corporation S 9497 S 10.930
tres amoum included in current assets to
satisfy currently due debt repayment 3.700 5.700
3797 5,230
Administered by the Province 1582 1132
o _ . 5379 6.362
Sinking fund for capital lease tNoie &
Administered by the Province 1213
Fund for accrued sick leave liability (Note 9].
Administered by the Corporation 5.705 4.728

S 12.297 S 11,090

The current portion ol $5.700XXX) included in live Reserved Fund Ixilance of
§16.790.000 ai March 31.1987. has been reclassified to current assets to
coniorm with the presentation iidoptid for live- current year,

4 Debenture 1988 1987
8 184 Debenture with the Province ol British fexpressed 1 fhousandsi
Columbia due December to. 2006 $40.965 S 41730
Less. Principal due wiiiunone vear (05 170
540.130 S 40.966

By a%reement with the Province, semiannual payments in the Corporation
equal the amount required under ihe lease ubfigaiior) lor the Queen ol Dak
Bav (Note hi. Excess tunds arg traced in a sinking fund to cover increased
payments on ihe lease* tXore o

5 Fixed Assets 1988 1987
‘expressed in ilxxosaixLsi

Costor

MX'raised Aicumulated VetBook NetBo*
i i Value ~ Ik|>rcitation  Value Value
ipsowned >262.213  $142914  $119 24 .
Ships under capital lease 121828 45,187 $82041 %%21%
Ueilhs. buildings aixI

equipmeni 155612 104676 'xt956 :

ang e S

CutNnit linn ill pnigie.vs 6273 - 62711 3086
$557,641  5293.377 >Jud 264 294.1i.16

6 Deferred Charge* 1983 1987

, Impressed Inihousandsi
Long-term debt discount and expenses $3,021 §4.337
Leaso executory cosis e 338 356

*L.$3,350 54.603

7. Long-term Dcb< jOea 1087
(expressed Inthousands!

&95% Promissory notes (elective rate of
1575%). arc repayable Infive equaf annua)

instalments of $5.7 million $228 528500
Less current portion B aww* 5/ 5.700
17J00 22.800

12.06% Promissory note (elective raie of
12.44%) due September 9.2003 Is reg)a%/able
by annual sinking fund payments 015322.492 N 14.758 14.758

..... o "$31,858  §$37558

Principal and sinking (und paymcms due in each of ihc nco dve years:
1089 1990 109 1902 1993

56.022.492  56.022,492  SG.022492  56.022.492  5322.492

The Province ol British Columbia unconditionally guarantees the payment ol
principal and imerest on the promtssoiy notes.

8. Obligations Under Capital Leases toaa 1987

, o , (expressed in tixtusandst
The Corgoranon has obhganons under caFnaI leases lor'the M.V «Queen o
Qak Bay*, u v *Queen ol Surrey, MV «Quinsam' and oiher equipment.
Thial minimum lease payments arc:
MV "Queenol Oak Bay

Implicii interest rate §14% §95524 598561
MV «Queen of Surrey"
Implicii Interest raie 8.685% 80.406 90578
M.V mQuinsam'
Implicii imeresi raie 10.64% 8.089 10.034
Oiher equipment — micior
Implicii interesi rate lorn 40 109
Other cquipnK'nt — Forklilt
Implicii imeresi rate 10.44% 138
5100.206  $199,283
Payable infiscal war ending in;
1386 5 - s 8533
1989 8.434 8522
1990 8.379 8.473
1991 8.379 8.473
1992 9.216 fi.J10
1993 9.216 <19
1994 and subsequent 146582 146.776
o 190206 UXL28'
Less imeresi 101.135 109.566
Present value ot net minimum i atnt.il
lease iMvnx-nis 89.0m1 89 719
Lessautenilxiniui 181 1128

§8 il 588501
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q ArcrurdSlck Leave Liability =~ L

kiSi IC[(IJ‘lrgtIL |«_>t>)7(ll-_I_Hk' QOOXVY(lllthI P'IEH'F ?IM”XV|\[ rknm wn{ss alél miur
D cwitxlity pLiiis >Uki<is ol ilkMilnte all nlipk>>ec.s teased aun
ii g Mik Teaveircdns Pliﬂlkf?lk*cqﬂective,a m_—?t_x-rlri] \Bit_h ilk*rmpktyccs. in
IX" rwntnl illm-ss, [Ix accumulaiedsxk ihikiiviv Ix" wiilKlr.iwn ﬂrlor m
it n?rl]llK_Hll |§t_t|lt<’[et|f| nK tii..uty halarx'c remaining is (Mv.iblc iii tush €150% ol
e tliin | itk
~ \jiKiuartdlevliiwitii In- Hr- MeMUXK T ( miMiliiiui >hki\i I{'(iihu il
lixnxrly Itenlstriiliixixe .Vemk Mtsiijuctit s swManlt tl. kwh
kitim iiKilili.il gr- Hiufili'jlliiilily ot |IK'L«||,tm|£|.|v.|I|_If (KiHjiffnKiii
vvIsQJIKE.uxnn i* \tfss THULAft|thirf(l Hus f\iess Lsix'ing Hlmctlin
mx'raiiiHis over time years endingMail'll Il Kind In.xkliiiixi ilx" atutanul
|A.ikuitiiKi oi WuIKfmwnIs,P<r|or to renremeMi Mevent ol iilix"ss lot si.txx1.000
UlstxvIl IftoK kel ZLIX' ik (KUUS I IIx UTTHIE VEU _

ljuxIs reserved lot liquxtaiton ol iliLs hiahilnv .m- uiusied Mslxwi term

stt untiesiNoie 3).

10 Contributed Surplus I0H8 1987
. . if MHessetl MilxxisaixLsi
| Mess ol estimated depreciated r|4|kanx'u|
viliK* over assigrxd value ol si o
sisseis iKtfuuetl Irom Hie Provuxc ol
Hruislt Columbia o
— Ships. tx'rtlis. bundmgs aixl equilimeni
Xquited January 1.1077 §249.0T4  S249.074
- bu|Id|nTgsa|x|eqmpmentmquned

(XiotxT LI10H. 121 727
$250401  S250.401
Il Olhcr Income |0H8 1987
Parking iixome ii'xprses&cg iniliousgnotlosz{
INg 11X
oiIK'ri%come 754 407
S1.090 S1,431

imeresi eariKtl on funds in bunk aix! Investnxnis ol S2.uio ixxt included in
Oilxt Income ui March 31,1987 has been raiassilied 10Inwsimcm Income 10
ctKilorm wiih ihe prescmuiion adopted lor the uirreru year,

12 Provincial Subsidy _ )
TIx- Corporaiion received a cash subde 0l S57.(xx>,cxx) 11087 - S57.(XX).000i
Irom i“e (jovmce ol Briiish Columbia This cash subsidy is determined

annua

Additionally. Included In fixed assets as 'ships under capiial lease" are three
ships leased from the Province ai an annual cost ol si each. The annual cost
ol these chancrs 10the Province Is S4.819.ttX) which is included in ihe
provincial ‘Esilmaies’ as pan ol the subsidy 10ihe Corporaiion.

.Also, ihe Corporaiion utilizes Crown land lor terminals aix| highway access
wnhoui ihe payment of rental or property faxes. The value ol ihese benefits
has not been determined. The Corporaiion. as an agent ol the Crown. Is not
liable 10taxation. Including taxation on Improvenx'nis. except Insofar as the

Crown is liable.

28

13 Interest Expense IOHH

o | Xpil'SMXI ki ilkkimuklsi
HIFFESTI\XIEM® THMII I il poxiltsMift
KA F1IMTHEIIK LLITRKIAHKI 1 <l 1SMIr

ISt
— IHgII'tm ik'bl IMLLIFH 1,LS'S S 12.222| S II)J!a

— sixiplemt Inmowings
S 12223 S 10187

14 extraordinary Hem AU . o
[\ il H'k|,x,.|uksmKW7_|r|K||Itn||sI|| olumltin Steamship ciHiitMm
llo751 Limited virititi<it ml Lstil year kwj hi

15 Cash from Operations IOHH 1087
o . . lexjxessod in ilxxcsarxlsi
lixiKtX" tlossi lor IIx" ix"tux! xTore

extraord.marr iiem S 1.502 Sdl.00ll
Items rx Linvolving (, Isl)

Depreciation  ~ . 20.003 20.552
Anx.mi/aiiiNi ol pnimcsson ixile

(ICSCIKl |[I|d_{l]<'l)l issue costs 1.334 1170
Increase Hki'ffilse 1Lk i rued

sick leave lialxlity iNilie QL 077 13301

Ccish geixraieil Horninsttl lon

OpX'Milllg WOlklllgi .IJKlal

Accoums recelvagle 11581 (1471

liveiilones . (4571 25

I'rt‘f|||ymt'|nsanld||clé<>s.n.s. o 112071

Accounts payalilf atkl aiinifd liabilnies 12.035{

IXTerred revenue 1548
Cash generated Irom ojx'rolions §27.231 §20.309

Hi.Dividend . ‘
The dividend wits paid irom Hie proceeds ol the sale ol ihe M.V ""tiiiccss ol
Vancouver' and ilieexiraorcimary item (Note I4iin 1087.

17. Pension Plan S . -
Tlie Pension (Public Setvicei Aci applies 10the Corporation and its officers and

employees. Accordingly ilx' Corjxiraijon Lsrequired 10(ray Into the Public
Service SuixTunnuaiion -TuXlamounis equal 10employees' conirihuiions
required under ihe Ad.
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|
m The Honourable Alex V. Fraser
Minister ol Transportation & Highways:

H 1954-25 yielded appreciable reckons in the B.C. Ferry
Corporation's operating aefiot. This was achieved while still
meeting tr.e Corporation's mancate of offering the best
possole service in tne most efficient manner. While 1983-84
was effectively a year ol stabilization and overall operational
streamlining, this past fiscal year has been one of significant

. adjustment to tha service to high less areas. At the same time,
the modest traffic growth experienced in 1983-84 over that of
1932-83 was once again reversed in 1984-85. The traffic results

| were well below expectations, with vehicles at 4,460,069 and
passengers at 11,912.943. This represents a decline of .5%in
vehicles and 3.9% in passengers over 1983-84.

| In keeping with the British Columoia Government's instructions
to pare costs in all possiole areas, a major assessment review
of hCh loss areas was completed. The review, which touched
on all aspects of service to the North Coast. Sunshine Coast

| and Gulf Islancs, tock a three-pronged approach: 1) to reduce
operating costs, particularly during the low revenue off season
period by more dcseiy matching schedules to traffic demand

8  arid patterns; 2} to provide residents of communities dependent
upon tr.e ferries as atransportation link with a service that
would meet tnair day to day requirements: and, 3) to maximize
the Corporation's role in the province's vital tourist industry.

| | am pleased to report that the success of the Ferry
Corporation's ongoing cost reducing program is due in part to
the spirit of cooperation that prevailed between the
| communities concerned end 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 Hardy during traditionally low
tralfic 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 summsLot 1925 wil see the launching of this new
' day cruise service between Prir.ce Rupert and Port Hardy - a
service that will substantially increase the tourist activity to
¥ northern communities.

Efficiency measures undertaken on the Sunshine Coast also
involved a reduction in the nux.cer of sailings. However, a
ramp at | angoale terminal was doubledecked with the result
that the route can now be fully operated with a doubledecked
ship. This has effectively increased the lift-off capacity while at
the same time allowing tr.e Ccrooration to operate the service

ol the operation. Labour costs, which account for the major
part of the operating budget, were substantially reduced by a
general streamlining ol the establishment in line with the
provisions ol Ihe collective agreement

As mentioned, lhe anticipated turnaround in traffic levels did
not materialize during 1984-85. Indeed, while in 1983-84 a
slight increase in vehicles and passengers was experienced,
this past year has seen a decline of 22,638 vehicles and
484.952 passengers. Nevertheless, despite the general decline
in traffic, the month of August set an all-lime record for
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 3% over 1983-
64 and 8% over 1982-83. For the last quarter of 1984-85,
commercial traffic on the two Vancouver Island routes was up
5.5% In the past, commercir.f traffic has often been a
precursor or leading indicator of overall traffic trends.

.Yith this m mind plans are underway to meet the increased
demand during Expo '86. The fleet's expansion since 1S80 by
way of lifting five major vessels, plus the ships presently laid
up, las 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 o.
travel.

British Columbia's ferry fleet plays an important rol '
preserving the coastal residents' way of life by offe.ing a vital
transponation 'ink. At the same time the fleet itself is seen by
millions of tourists as a major attraction. The B.C. Ferry
Corporatr vs employees, management and board of directors

take pid.  neeting the many and varied needs of their
travelling pjlic.

Cn behalf of the Board,
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mass futures with a fo'ecas'. eg model, it is possible lo
oucr-ly t/edict capacity fjtil.zat.or.s, licence requirements and
prepare overloads. By using ;- spreadsheet application,
senior rrinagers can analyze various scenarios with regard to
ts- i ar.c revenue items The system, tnerelore. is a powerful
too. that can aid senior management in both short term and
long term planning.

Engineering

Tr. e Cc'poraton’'s major construction project trvs year was the
Immg ot the "Queen ot Atbern,." The contract was placed
February 27.1984 and 105 days later, on June 11.1984, the
s” Pv.as back in service w;;n a new upper car deck coupling
its original vehicle capacity.

Coinciding with this project was a major upgrading of facilities
at Lancdale Terminal. The vehde leading ramps were double-
decked in order to permit simultaneous loading of both vehicle
decks. New offices and waiting rooms were constructed and
the holding compound layout was redesigned.

Modifications were commenced on the' Cueen of the North" to
suit the new ' Day Cruise" service. Because of the cancellation
of contracted tug and barge service to the Queen Charlotte
Islands. Dctn the "Queen of Ihe North" and "Queen of Prince
fiupen" were outfitted to carry refrigerated trucks by
installation of new car ceck exhaust systems to enable truck
cooling units to operate during the crossing of Hecate Strait.
The holding compound at Skidegate Terminal was increased in
size to accommodate drop trailer traffic.

Improvements in facilities at major terminals have continued.

At Swartz Bay a new passenger pick-up facility was completed
adjacent to the docks, thus shortening the walking distance for
discharging foot passengers and alleviating congestion at the
fleparture ticketing area. New toll booths were ouilt in order to
improve the flow of traffic and expand the holding compound.
Planning is underway at Swartz Bay lor douole-laning the
upper vehicle ramp at Numoer 1 Berth; for expansion ol the

= yms Im
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refrigerated and dry stores area; and for construction of a new
bus passenger loading facility which will include six bus bays
and a new passenger wailing room.

Al Tsamwassen me upper vehicle ramp at Number 2 Berth has
been wiceneo to two lanes, thus speeding the loading and

unloading process, and the cafeteria was expanoed to provide
additional seating.

At Horseshoe Bey 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 1983-84, fuel metres
have been lir.se to all major vessels. The luel metres, together
with better ship scheduling, has resulted in total fuel
consumption in 1984/85 of 76,258,000 litres, a 3% reduction
Irom tne previous year.

Control tower, Horseshoe Bay



Computerized reservations (or the Gull Islands and North
Coast which were completed in 1933 have Seen streamlined,
and now offer an even more efficient service to travel agents
and the general public. This process will continue as we
prepare well ahead (or the anticipated volume of enquiries that
will be generated by Expo 86.

Labour Relations

The main Labour Relations activity during 1934 was the
administration o( the collective agreement that was concluded
in 1SS3. This included developing a layofl and recall procedure
with the Union which allowed the Corporation to downsize its
work force.

A number of grievances arose as a result of the new contract
language: however, the parlies were able to resolve these
differences of opinion in accordance with procedures
established under the collective agreement. This last fiscal
year saw no time loss due to picket action of any kind,
including third-party picketing.

Personnel

Tne greater flexibility in manning and improvements in
scheduling afforded by the Agreement concluded on October
30,1933. impacted most significantly on the personnel function
in 1934. A new bargaining unit establishment, reflecting the
Corporation's ongoing commitment to reduce overall wage
costs by means of the rationalization ol the Corporation's
human resource requirement to a level commensurate with its
real operational requirements, was accepted and approved. At
the same time the Corporation's commitment to reduce its

outstanding banked overtime liability continued with positive

results: careful manpower planning reduced the total banked
overtime by 31%.

The new bargaining unit establishment of 1951 positions
resulted in a reduction ol 221 positions effective October 10,
1984. Where the reduction impacted on an employee it was
effected in consultation with that employee, his Union
representative and his Union executive. As a result of the
extensive preparatory work completed, and despite the
inevitable rippling effect of “bumping,” the overall reduction in
'he number of employees was brought about with a minimum
ol disruption of personal inconvenience. Of those employees
who were laid off and who elected to ret""" to work with the
Corporation when work is available, and after allowing for
attrition of present regular employees through retirement
death, disabilities, etc. it is considered that the vast majority
will return to work as full time regular employees within the
next 18 months. In the interim, they will be offered every
opportune (o work for tr.e Corporation throughout the busy
summer months cr any ether time that their services can be
used.

A.L Collier
President and
Chief Executive Officer



| TOTAL PASSENGERS - 4%

-ter a small increase in 1S33/84, passenger irsfiic has (aien
again in 1964/85.

Over the past 24 years. 185 million passengers have been
carried. Tha 200 millionth passenger is expected during the
| summer of 1985.

8

TOTAL VEHICLES - 0.5%

Total vehicle traffic r.as remained virtually unchanged over the
past three years.

i Over 67 million vehicles have been carried since 1960.

COMMERCIAL VEHICLES + 3%

i Commercial vehicles have shown a steady increase over the
past two years after suffering a sharp decline in the early
1960 s.

i In the past, commercial traffic has usually been a precursor or
iead.ng indicator cf changes in other traffic categories.

" o8 & 8 8
Fiscal Year Ending March 31

Fiscal Year Ending March 31

Fiscal Year Ending Marcn 31

&
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as st March 31,

ASSETS

CURRENT ASSETS
Cash (Note 1)
Accounts receivable (Note 2)
Inventories (Note 3)
Prepayments and deposits

RESERVED FUNDS (Note 4)
FIXED ASSETS (Note 5)
Ships, berths, buildings,

equipment and land
Less accumulated depreciation

APPROVED BY THE BOARD

Oirector

1985

1935 1984

(expressed in thousands)
$ 11,943 $ 3861
800 505

6,558 9,252

849 583
22.150 14.201

7.817 _
477,874 465,418
204,709 173.645
273,165 291.773
S5303.132 S3Q5.974

Director
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YEAR ENDED MARCH 31, 1985
(expressed in thousands)

Operating Revenues
Tolls
Catering
Other income (note 9)

Less cost of food and goods sold

Operating Expenses
Salaries, wages and benefits
Fuel and lubricants
Materials, operating supplies and services
Contracted replacements, repairs and
maintenance

Marketing, general and administrative
Charter fees

Operating Loss Before Subsidy

Province of British Columbia Subsidy
(note 10)

Income from operations

Interest Expense (note 11)

INCOME BEFORE DEPRECIATION

Depreciation

LOSS FOR THE YEAF AFTER DEPRECIATION

1985

S100,628
22,396
2.506

125,530
8,993
116/ 37

79,518
23,886
10,186

5,263
3,630
2.025
125.308

8,771

43.000

34,229
5.177

29,052
31 ,uod

S 2.012

1984

i

9.174

111.340

ok
b

137503
21,213



SumcfuSiry of

YEAR ENDED MARCH 31. 1935

In accordance with Section 87) of the Ferry Corporation Act the financial statements
of the Corporation are prepared in accordance with generally accapted accounting
principles. Significant accounting policies folloned in the preparation of these
financial statements are:

Inventories -
Inventories are valued at the lower of cost and current replacement cost.

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 of accruing in the financial statements thet 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 -

,(A;:)qu;]red from the Province of British Columbia effective January 1, 1977:

Ships
Ships, which comprise part of the total assets acquired from the Province
effective January 1, 1977 by Order-In-Council dated December 16, 1976 and
transferred at an assigned value of S1, 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 of 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
value because of the specialized nature and limited saleability of the ships
thenselves.
In addition, three ships presently under charter by the Province until 1994 are
subchartered to the Corporation for the same period at an annual cost of $1
each, with the Corporation being responsible for all operating, repair, and

m maintenance costs. Under the terns of the subcharter agreement with the
Province, the Corporation nmay in 1994 request that the Province exercise its
option to purchase these ships at its own expense in accordance with the terms
of its charter agreement. In the event that such optioi is exercised, clear title to
the ships will be transferred to the Corporation. As a result of these transactions
and agreements, these ships are reflected as capital assets of the Corporation
in the accompanying financial statements and are similarly stated at their
estimated depreciated replacerment value as at January 1, 1977.
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YEAR ENDED MARCH 31, 1985
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Funds, other than those required for immediate settlerment ol liabilities, are
invested in short-term commercial securities 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.

. ACCOUNTS RECEIVABLE
Provision has been mede for the uncollectibility of a 1980 accounts receivable of
$1,950,619 due from the British Colurmbia Steanship Conmpany (1975) Ltd. for the
lease and modifications to the Lessee s specifications of the MV. "Queen of
Prince Rupert".

. INVENTORIES 185 1584
(expressed in thousands)

Spare components, parts and supplies $ 6,987 $ 6,832
Fuel and lubricants 1,153 1,980
Goods for resale and catering supplies 418 440
S 8558 $ 9.252

. RESERVED FUNDS

The Corporation has segregated assets that are required for specific purposes or as
required by long-term bc-ot obligations.

15 1984
(expresjcO «ethousands)

Sinking funds for long-term debt (note 6)
Administered by the Province $ 345 v —
Administered by the Corporation 3.300 -
3.645 —
Fund for accrued sick leave liability (note 7) 4172 —
S 7817 S —
. FIXED ASSETS 1956 1984

(expressed in thousands)
Cost or

Appraised 1 Accumulated Net Book Net Book
Value  Depreciation Value Value

Ships owned $ 282,725 $ 106472 $ 177,253 S 192,581
Ships under capital lease 72,697 22,256 50,441 43771
Berths, biddings end

equipment 120,524 /WL 43543 90,966
Land 723 — 723 723
Construction in progress 1206 — 1206 3732

$ 477 674 S204 709 S 273.155 $ 291.773



8. CONTRIBUTED SURPLUS

10.

11.

1585 1934

(expressed in thousands)
Excess of estimated depreciated replacement
value over assigned value of 51 of assets
acquired from the Province of British
Columbia

- Ships, berths, buildings and equipment

effective January 1, 1977 S 249,674 $ 249,674

- 3uildings and equipment effective
October 1,1983 z27 727
S 250.401 S 250.401

CTKER INCOKE

1985 1984

(expressed in thousands)

Parking and ancilliary traffic revenue S sa7 $ 837
Interest earned on funds in bank

and short-term investments 1.559 1.112

S 2.506 S 1.949

PROVINCIAL SUBSIDY AND BENEFITS

The Corporation receives ? subsidy from the Province of British Columbia which
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 cost of these
charters to the Province is $4,819,800. In addition the Corporation 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 $39.3 million (1984 - $45.3 million).

INTEREST EXPENSE 1985 1984

(expressed in thousands)
Interest expense, amortization of
promissory note discount and
amortization of debt issue cost on:
- long term debt $ 5,171 $ 4,292
- short term borrowings 6 1.905

S 5.177 S 6.193
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YEAR ENDED MARCH 31

Financial
Operating Revenue
- Gross

Operating Expense

Operating Loss
before Subsidy

Subsidy

Cash Flow from
Operations

Depreciation and
Amortization

Interest on Debt

Working Capital
(Deficiency)

Additions to
Property

Total Assets

Long-term Debt

Operating
Traffic
- Passengers

- Vehicles

Miles
- Passengers

- Vehicles

Utilization
- Passengers

- Vehicles

1935

$125,530

125,308

8,771

43,000

28,355

31,064

5,177

2,214

12,456

303,132

36,446

11,913
4.46U

269,703
96,521

28%
59%

1934

KO \fiew

1933 1982

(expressed in thousands)

$120,514

132,553

21,213

43,000

17,198

30,586

6,198

(6,799)

7,142

305,974

35,586

12,398
4,483

283,745
97,569

25%
56%

$110,639 $112,199

139,013 133,856
37,213 31,221
43,000 58,891
(3,005) 35,831
34,724 26,087

5,073 893

(37,506)  (11,495)
26,804 74,376
335.370 357,817
20,428 31,716
12,275 12,764

4.463 4,713

276,975 329,395

97,020 118,633
27% 26%
50% 48%

m i

$ 93,552

104,956

14,261

53,106

44,811

22,148

779

15,612

44,919

334,696

13,764

12,513
4,626

334,078
116,318

28%
60%

$ 82,867

68,695

13,667

49,447

38,583

20,271

830

21,878

39,369

312,048

15,513

11,423
4,161

314.844
106,735

26%
57%



SV'\I\’-VI\."‘VIE\?VAth'EJ\%]u uuw u mhkt uw

YEAR ENDED MARCH 31

Financial
Operating Revenue
- Gross

Operating Expense

Operating Less
before Subsidy

Subsidy

Cash Flow from
Operations

Depreciation and
Amortization

Interest on Debt

Working Cap tal
(Deficiency)

Additions to
Property

Total Assets

Longterm Cebt

Operating
Traffic
- Passengers

- Vehicles

Miles
- Passengers

- Vehicles

Utilization
- Passenge's

- Vehicles

1985

$125,530

125,308

8,771

43,000

28,355

31,054

5,177

2,214

12,456

303,132

36,446

11,913
4.460

259.703
95,531

28%
59%

1S84

1983

1982

(expressed in thousands)

$120,514

132,553

21,213

43,000

17,198

30,586

6,198

(6.7S9)

7,142

305,974

35,586

12,398
4,483

283,745
97,569

25%
56%

$110,689

139,013

37,213

43,000

(3,005)

34,724

5,073

(37,505)

26,804

335,370

20,428

12,275
4,463

278,975
97.020

27%
50%

$112,199

133,855

31,221

58,891

35,831

26,087

893

(11,495)

74,376

357,817

31,716

12,764
4,713

FTQ 00X
118,633

26%
48%

1SSl

S 99,552

104,956

14,261

53,106

44,811

22,148

779

15,612

44,919

334,696

13,754

12,513
4,626

334.078
116.318

28%
60%

1S80

$ 82,867

88,695

13,667

49,447

38,583

20,271

880

21,878

39,369

312,048

15,513

11,423
4,161

314,844
106,735

26%
57%
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-OWVER

he two Mainland-Vancouver Island routes
are among the busiest ferry routes in the
world, carrying 7.8 million passengers and
2.8 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

Loss after Depreciation

Fiscal Year Ending March 31



GULF
ISLANDS

The Gulf Islands vessels service the islands
of Salt Spring, Pender, Galiano, Mayne and
Saturna. The region also includes the
Brentwood-Mill Bay route.

In 1984/85 these routes carried 1.5 million
passengers and 623,000 vehicles.

The operating loss in 1984/85 was $13
million, which isa 9% reduction from the
previous year.

STRAIT OF
GEORGIA
IS cv-
Q GALIANO
ISLANDY/. ..
Vesuvius v

ovyBayv K 'Long"X Montague
yeey Harbo%r ’~P’\argour..

\:Sturdie*”"j/™. wayne
vi (M
e Bay

GULF ISLANDS

E D 2] S P2 £ U
Fiscal Year Enema Marcn 31
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Year End

March 31,1951
March 31.1952
March 31. 1963
March 31, 1964
March 31,1965
March 31, 1966
March 31.1967
March 31,1968
March 31,1969
March 31, 1970
March 31,1971
March 31,1972
Mirch 31,1973
March 31.1974
March 31,1975
March 31,1976
March 31.1977
March 31.1978
March 31,1979
March 31,1980
March 31,1981
March 31,1982
March 31,1983
March 31,1984
March 31.1985

Total

Passengers

692,000
2,040,000
2,665,000
3,180,000
3,300,000
4,000,000
4,477,000
4,361,000
4,774,000
5,671,000
5,963,511
6,771,837
7,629,385
8,538,297-
9,612,501
9,912,738
8,383,502
9,018,976

10,399,203
11,423,405
12,512,898
12,763,664
12,275,466
12,397,905
11,912,943

184,676,231

Vehicles

221,000

697,000

895,000
1,034,000
1,185,000
1,333,000
1,516,000
1,530,000
1,733,000
2,102,000
2,228,412
2,552,505
2,824,964
3,169,582
3,558,234
3,760,099
3,044,167
3,258,017
3,758,628
4,161,302
4,625,917
4,712,951
4,462,731
4,482,707
4,460,069

67,306,285
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MV. “Queen of the North" (Year-round)
Prince Rupert - Skidegate (Summer)
M.V. “Queen of Prince Rupert"
Brentwood - Mill Bay
M.V. "Mill Bay"
Langdale - Gambler Island - Keats Island
M.V. "Dogwood Princess 11"

Prince Rupert - Port Simpson - Kincolith
Passenger Service only (under contract)

Other Vessels
V. "Queen 0 urnb
V. "Queen 0 slands
V. "ueen o
V. Queen 0 estminster"
V. "Queen of Sidney

Pay Parking Lots Available

E:anarlﬁre Ba; % veh;i)cles

sawwasse 1 i

Catering

Passengers have the convenience of an enlarged cafeteria system on the
converted ferries. These cafeterias have seating for up to 224 people at one
time. There is also a snack bar on the four vessels operating between
Tsavwassen and Swart: Bay. These ships also provide buffet service during the
peak summer schedule. Catering facilities are also on most ocher vessels
servicing the major routes and at major terainals except Horseshoe Bay.

/3
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MEMORANDUM State of Alaska

Department of Transportation & Public Facilities

to:. The Honorable Steve Cowper DATE: August 9, 1989

Governor
TIDE HO:

THEPHONE N 465-3900

AFROM  Mark S. Hickey subject: Alaska Marine Highway
Commissioner System Authority -
Issue Analysis

The purpose of this memorandum is to discuss the advisability of creating a
public authority or corporation to run the Alaska Marine Highway System
(AMHS), and to explore the key issues involved with undertaking such an
endeavor, In recent times, a number of key state policy-makers have suggested
that this type of structure should be established or seriously studied as a way to
address problems or shortcomings apparently due to the current structure.

What-is_missingL._so far_from the debate rcgarding__faiablishment pf an AMHS
authority.Js enunciation.,of a.clear., widely held explanation. or_statement olL.the
long-term mission of. the System, As part of that effort, there, needs. to_be some
clarification of what exactly have been the problems., and jwhat exactly- is_desired
in fundamental changes in how the System functions. Once there is some
consensus on these points, it is then possible to examine the current organization
and alternatives to design appropriate adjustments to achieve that mission,

The__failure_of a clear™widely. hdld:view:tieing enunciated bv authority
SUDJX>rters about what role,the AMHS needs to fulfill and whv it should pursue
that role is easily mv_largest reservation .about the, advisability .of .pursuing
creation of .an authority at-this time. As they say in transportation, I'm afraid
the cart may be in front of the horse.

Background

The AMHS was created in 1963 as a fleet of four ferries to serve Alaskans in
Southeast in lieu of "hard links"™ or roads connecting isolated Alaskan
communities with other communities and the connected road systems through
Canada. Since then the System has evolved into a fleet of nine ferries, now also
serving most of Southcentral Alaska and the Aleutian Chain, and providing a
direct "Lower 48" connection through the Puget Sound. There has been a
tremendous increase in the number of communities, passengers and vehicles
served since its beginning. In addition to its primary role of providing Alaskans
with basic transportation services, an ever increasing part of the System's
business is to support tourism.



Steve Cowper, Governor August 9, 1989

Since FY 85, the AMHS total annual operating budget has remained essentially
unchanged in current dollars, with a slight decrease in FY 90 due to the health
benefit reduction by the legislature. During this same period of time, passenger
ridership has grown 8.1% and vehicle usage is up 12.5%. Revenues have also
grown, along with considerable improvement in the ratio or percentage of votal
expenditures funded by generated revenues. For example, FY 89 revenues
covered over 56% of total costs, which is a new high. Costs have also risen
during this time, partly due to increased usage and the effects of inflation on
certain items. Inability under the labor contracts to control effectively leave
usage levels during this period probably added to service level impacts.

Vessel age has increased during this period, while the level of annual capital
appropriations for general system repairs has dropped. Starting in FY 88, most,
vessel overhauls have been performed at the Ketchikan Shipyard Repair Facility,
creating an increased level of expense. The net result of these considerations is
that a greater portion of the annual operating budget has had to be used for
major vessel maintenance and overhaul costs, thereby further reducing the
amount of funds to support direct service.

The.implication of these factors is that during, a time of. ever increasing demand
for service, bv Alaskans and non-Alaskans alike, the AMHS has experienced ever
Increasing real reductions in.its purchasing, power or funds ta_.provide direct
service. In most cases, this has usually meant a loss in frequency and/or
convenience, versus a complete elimination of service to a particular community,
It should also be noted that there appears to be widely held views that service
levels have dropped more vhan the facts would support. ’Unfortunately, years

likft FY 8Q, during which funding oould npt 3upport maintenance setvice levels
and overhaul problems curtailed’ certain:winter services, have further
exacerbated these views.

Managemenl Emphasis * # .

In April 1984, former Governor Sheffield's AMHS Task Force concluded that
among other issues the System "is handicapped by the lack of current, specific
and accurate information.”” They called the record keeping systems '‘archaic’’ and
in need of immediate replacement. They also found a need to redefine the goals
of the system, and that there was a definite "lack of continuity of purpose” and a
need for a comprehensive plan to provide for future operations.



