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o v e r h a u l program , o v e rh a u l and m a in ten an ce , and th e  la y -u p  o f; 
v e s s e l s ,  which i s  d r iv e n  p r im a r i ly  by th e  b u d g e ta ry  c o n s t r a i n t s  
th a t  th e  sy stem  h a s . He s a i d  i f  th e  sy stem  w ere n o t h a v in g  t o  do  
r e fu r b ish m e n ts  and r e g u la t o r y  com p lian ce  p r o j e c t s ,  and i f  t h e y  h ad  
a c o n s i s t e n t  fu n d in g , th e  sy s te m  c o u ld  l a y  o u t a m u lt i - y e a r  w in t e r  
s c h e d u le  and th e y  w ould b e  happy t o  run t h a t .

SENATOR TAYLOR s a id  i t  a p p ea r s  th a t  th e y  a r e  g o in g  t o  l a y  o u t  a  
m u lt i - y e a r  s c h e d u le  f o r  th e  summer m onths, w h ich  means th e y  w i l l  
s a c r i f i c e  s e r v ic e  d u r in g  th e  w in te r  months s o  th e y  s a t i s f y  t h e i r  
com m itm ents made y e a r s  i n  advance f o r  th e  summer. MR. HAYDEN' 
e x p la in e d  he can  la y  o u t  a summer sc h e d u le  t h a t  i s  c o n s i s t e n t  
b e c a u se  he knows th a t  he h a s  a l l  o f  th e  v e s s e l s  ru n n in g  d u r in g  t h a t  
tim e  p e r io d .

SENATOR TAYLOR ask ed  i f  t h e r e  wasn* t  a way th e y  c o u ld  s c h e d u le  
t h e i r  m ain ten an ce  s o  t h a t  th e y  d o n 't  im pact th e  e n t i r e  f l e e t  b y  
h a v in g  a l l  m ajor v e s s e l s  g o in g  th rou gh  m ajor m ain ten an ce  a l l  i n  t h e  
same y e a r .  He s a id  th e r e  ou gh t be some p la n n ed  m ain ten an ce on th e  
f l e e t  th a t  l i t e r a l l y  ru n s y e a r s  i n  ad van ce . N ot b e in g  a b le  t o  g e t  
a s c h e d u le  fo r  th e  f a l l  and w in te r  months d r a m a t ic a l ly  im p a c ts  
r id e r s h ip .  MR. HAYDEN a g r e e d , and he s a id  he w ould d e l ig h t e d  i f  h e  
c o u ld  p r o v id e  a t h r e e - y e a r  s c h e d u le , how ever, fu n d in g  d e c i s i o n s  
d o n 't  g e t  made in  th a t  c o n t e x t  o f  th r e e  y e a r s .  He n o ted  t h a t  i n  
th e  1991 m aster  p la n  and f l e e t  c o n d it io n  su r v e y , th e r e  was a  
program  l a i d  o u t a s  t o  how much n eed ed  to  be sp e n t e a ch  y e a r  on  t h e  
v e s s e l s ,  and th e r e  were s c h e d u le s  a s t o  when th a t  work was t o  b e  
done o v e r  th e  n e x t  20 y e a r s .  However, th e  fu n d in g  f o r  t h o s e  
a c t i v i t i e s  d id n ' t  f o l lo w  th e  s c h e d u le . The a b i l i t y  t o  do m u l t i ­
y e a r  s c h e d u lin g  in  th e  w in te r  tim e i s  d r iv e n  p r im a r i ly  b y  t h e  
c a p i t a l  p r o j e c t s  and a l s o  th e  fu n d in g  a s  t o  when th e y  can  ru n  t h e  
s h i p s .

SENATOR TAYLOR n o te d  t h a t  th e  sy stem  g o t  $ 3 .5  m i l l i o n  in  fu n d in g  
from  th e  L e g is la t u r e  i n  1993; $ 8 .5  m i l l i o n  in  1994; and $ 1 9 .2
m i l l i o n  in  1995 . MR. HAYDEN added th a t  f o r  th e  c u r r e n t  y e a r  i t  i s  
$ 1 0 .1  m i l l i o n ,  how ever, f o r  th e  n ex t two y e a r s  th e r e  i s  h a r d ly  
a n y th in g  in  th e  f e d e r a l  ro a d  program . He s a id  he h i s  i n t e r e s t e d  i n  
ru n n in g  th e  A urora n e x t  w in te r  i f  th e y  can  b r in g  th e  c o s t  o f  t h a t  
o p e r a t io n  down s o  th a t  i t  i s  more c o n s i s t e n t  w ith  th e  r ev en u e  t h a t  
i s  g e n e r a te d . On some o f  th e  runs th e  s u b s id y  i s  70 p e r c e n t  
com pared t o  30 p e r c e n t  r e v e n u e s , and i f  th e y  can  b r in g  t h o s e  tw o  
num bers c l o s e r  t o g e t h e r ,  th e y  w i l l  be a b le  t o  run th a t  v e s s e l  o n  an  
an n u a l b a s i s  and run i t  lo n g e r  ea ch  y e a r .

SENATOR TORGERSON a sk ed  i f  t h e i r  la c k  o f  advanced  k n ow led ge r i g h t  
now i s  b e c a u se  o f  th e  r e a u th o r iz a t io n  o f  ISTEA. MR.' HAYDEN
resp o n d ed  th a t  i t  i s  n o t .  T h is  y e a r , f o r  th e  f i s t  t im e , t h e  
D epartm ent o f  T r a n s p o r ta t io n  & P u b lic  F a c i l i t i e s  h a s l a i d  o u t  a  6 -  
y e a r  CIP program  (C a p ita l  Improvem ent P r o je c t s )  th a t  i s  b a s i c a l ly -  
co m p etin g  a g a in s t  road  p r o j e c t s .  About a month ago  he g o t  t h a t  6 -
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y e a r  program , so  h e  knows f o r  th e  f i r s t  t im e  what h i s  c a p i t a l  
p r o j e c t s  a r e  g o in g  t o  b e . SENATOR TORGERSON s a i d  t h e r e  h a s t o  b e  
some o n g o in g  CIP and h i s t o r i c a l  l e v e l s  on sp en d in g  s o  t h a t  th e y  c a n  
p r e d ic t  w hat i s  g o in g  t o  happen and work s c h e d u le s  w i t h in  t h a t .  
MR. HADEN a g r e e d , and n o te d  he h as s c h e d u le d  o u t  th e  m ajor  
r e fu r b is h m e n t  program  u s in g  f e d e r a l  fu n d s o v e r  th e  n e x t  s i x  y e a r s .

SENATOR TAYLOR a sk ed  i f  any d e c i s io n s  have b een  made on th e  d e s ig n  
o f  th e  new v e s s e l  a s  c o n c er n s  th e  b a r  f a c i l i t y  on t h a t  v e s s e l .  MR. 
HAYDEN resp o n d ed  t h a t  th e r e  i s  no b a r  f a c i l i t y  on th e  new v e s s e l .  
He a ck n o w led g ed  th e r e  was a b ar  f a c i l i t y  in  th e  o r i g i n a l  p la n ,  b u t  
i t  was ta k e n  o f f  a t  th e  tim e  th e  d e c i s io n  was made t o  c l o s e  t h e  
b a r s  on  th e  e x i s t i n g  s h ip s .

SENATOR TAYLOR a sk ed  i f  th e r e  w ere p u b l ic  h e a r in g s  on th e  i s s u e  and  
when th e  d e c i s io n  was made. MR. HAYDEN s a id  he d i s c u s s e d  th e  i s s u e  
w ith  th e  S o u th e a s t  C on feren ce  on two o c c a s io n s  and i t  was m en tion ed  
a t  two o r  more l e g i s l a t i v e  b u d g et r e v ie w  m e e t in g s . The d e c i s io n  t o  
c l o s e  th e  b a r s  was made about two months a g o , w h ich  was a f t e r  t h e  
r e g u la r  s e s s i o n  o f  th e  L e g is la t u r e .

SENATOR TAYLOR r e f e r r e d  t o  a DOTPF r e p o r t  d a te d  November 1995  
e n t i t l e d  " T r a n sp o r ta tio n  N eeds and P r i o r i t i e s  in  A la sk a " , t h a t  
sp e a k s  t o  c o n v e r t :n g  th e  bar a r e a  o f  th e  v e s s e l s  t o  lo u n g e s  w h ich  
can  be u se d  f o r  p iz z a  and e s p r e s s o  s e r v ic e  o r  c o n fe r e n c e  a r e a s .  He 
s a id  i t  sou n d s l i k e  somebody made an in t e r n a l  d e c i s io n  on t h i s  
i s s u e  b e f o r e  November o f  1995 . He added t h a t  he d o e s n ' t  know w here  
o r  how t h a t  d e c i s io n  was made, b u t t h i s  was a s i g n i f i c a n t  d e c i s i o n  
a s f a r  a s  r e v e n u e s  t o  th e  f l e e t ,  a s  w e l l  a s  s e r v i c e  t o  th e  p u b l i c  
w ith o u t  an y  p u b l ic  in p u t .  MR. HAYDEN c l a r i f i e d  t h a t  th e  d e c i s i o n  
was made b y  C om m issioner P e r k in s  a t  th e  end o f  th e  l e g i s l a t i v e  
s e s s i o n .  D u rin g  th e  l e g i s l a t i v e  s e s s io n  th e y  d i s c u s s e d  im p a c ts  
th a t  w ou ld  r e s u l t  a t  c e r t a in  fu n d in g  l e v e l s  and th e  b a r  i s s u e  was 
one o f  t h o s e  i s s u e s  th a t  was m en tion ed  e a ch  tim e  th e y  d i s c u s s e d  
t h e i r  b u d g e t . I t  was a l s o  d i s c u s s e d  w ith  th e  p u b l i c  who was 
i n t e r e s t e d  in  t h e i r  b u d get and t h e i r  a b i l i t y  t o  p r o v id e  s e r v i c e s .  
He s a i d  th e  sy s te m  i s  fa c e d  w ith  com ing up w ith  i n  th e  o r d e r  o f  
$ 1 .9  m i l l i o n  in  c o s t  r e d u c t io n s ,  and, u n f o r t u n a t e ly ,  $ 1 .9  m i l l i o n  
in  c o s t  r e d u c t io n s  i s  g o in g  t o  a f f e c t  p e o p le  and s e r v i c e  in  t h e  
sy s te m . The p o s s i b i l i t i e s  a r e  f a i r l y  l im i t e d  a s  t o  what th e y  c a n  
do and w hat th e y  ca n n o t do .

MYRNA MAYNARD, s t a f f  t o  S e n a to r  P e a r c e , s a id  S e n a to r  P e a r c e  w an ted  
t o  know i f  th e r e  was any c o n te m p la tio n  w it h in  th e  s y s te m  o f  
p r i v a t i z i n g  th e  b a r s  and h a v in g  som eone e l s e  run them . I n  
r e s p o n s e ,  MR. HAYDEN s a id  he was approached  b y  M a r r io t t  C o r p o r a t io n  
some t im e  a i o ,  and th e y  w ere i n t e r e s t e d  i n  th e  fo o d  s e r v i c e s  on  
board  t h e  v e s s e l s .  However, l e g a l l y  and u n d er th e  term s o f  th e  
s y s t e m 's  c u r r e n t  c o n t r a c t ,  th e y  c o u ld  n o t c o n t r a c t  w ith  M a r r io t t  
u n le s s  t h e y  met same term s and c o n d i t io n s  o f  th e  e x i s t i n g  c o n t r a c t .  
M a r r io tt  s a i d  th e  c o n tr a c t  was t o o  c o n s t r i c t i v e  and t h a t  t h e y  w ere
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n o t i n t e r e s t e d  in  p u rsu in g  t h e i r  i n i t i a t i v e  any m ore. He add ed  
th a t  he h as n o t gone o u t and so u g h t o t h e r s  b e c a u se  th e  term s o f  t h e  
c o n tr a c t  s a y s  th a t  i f  th e r e  a re  p e o p le  w ork in g  on s h i f t  th e y  w i l l  
be p a id  under th e  term s and c o n d i t io n s  in  th e  c o n t r a c t s  th e  s y s te m  
c u r r e n t ly  h a s , w h eth er  th e y  a r e  s t a t e  em p lo y ee s  o r  p r iv a t e  s e c t o r  
e m p lo y e e s .

MYRNA MAYNARD commented th a t  fo o d  s e r v i c e s  o f t e n  t im e s  b rea k  e v e n ,  
b u t sh e  h a s  n e v e r  known b a rs  to  c o s t  m oney, and i t  d o e s n ' t  make 
s e n s e  t h a t  b a r  s e r v i c e  was g iv e n  up t o  sa v e  m oney. MR. KAYDEN s a i d  
in  o r d e r  t o  sa v e  money on th e  v e s s e l ,  you  n eed  t o  red u ce  p e r s o n n e l  
c o s t s .  The way t o  red u ce  p e r s o n n e l c o s t s  i s  t o  n o t  p r o v id e  a  
s e r v i c e .  One o f  th e  s e r v ic e s  c o n s id e r e d  was th e  b ar  s e r v i c e  
b e c a u se  th e  b a r  s e r v ic e  c o s t  more th a n  th e  reven u e  i t  w as 
g e n e r a t in g .  He added th a t  th e y  a r e  a l s o  lo o k in g  a t  how t h e y  c a n  
r ed u c e  c o s t s  i n  th e  fo o d  s e r v ic e  a r e a .

MS. MAYNARD a sk ed  i f  Mr. Hayden w ould  p r o v id e  S e n a to r  P ea rce  w ith  
th e  f i g u r e s  on th e  c o s t  o f  ru n n in g  th e  b a r s  a s o p p osed  t o  t h e  
r e v e n u e s  g e n e r a te d . MR. HAYDEN a g r e e d  t o  p r o v id e  th e  in fo r m a t io n  
t o  th e  t a s k  f o r c e  members, and he a l s o  p o in te d  o u t t h a t  t h e r e  i s  a  
l e g i s l a t i v e  a u d it  underway on fo o d  s e r v i c e s ,  b a r s , e t c . ,  and h e  i s  
lo o k in g  forw ard  t o  s e e in g  what th o s e  num bers show.

SENATOR TAYLOR s a id  i t  h i s  u n d e r s ta n d in g  t h a t  s e v e r a l  y e a r s  ago  t h e  
a c c o u n t in g  m ethods c u r r e n t ly  u s e d , upon w hich  he b e l i e v e s  Mr. 
Hayden i s  r e ly in g  fo r  th e  numbers he .is w ork in g  w ith , w ere ch a n g ed  
s i g n i f i c a n t l y  t o  d is c o u r a g e  p r iv a t e  e n t e r p r i s e  t h a t  m ig h t b e  
i n t e r e s t e d  in  v y in g  f o r  th e  c o n t r a c t s .  He s a id  t h a t  a s  a
c a u t io n a r y  n o te  on any numbers t h a t  Mr. Hayden m ight sen d  o u t ,  t h a t  
i f ,  in  f a c t ,  th e y  a r e  n o t d i r e c t l y  r e l a t e d  t o  a c tu a l  h o u rs  o f  
o p e r a t io n  and d i r e c t l y  a cco u n ted  on  t h o s e  h o u rs o f  o p e r a t io n , th e n  
he d o e s  th in k  th e y  a re  v e r y  m ea n in g fu l num bers.

SENATOR TAYLOR a l s o  s a id  he w ould a l s o  l i k e  t o  know what p r o f i t  i s  
b e in g  g e n e r a te d  by th e  156 f u l l - t i m e  em p lo y ees  w orking i n  Ju n ea u  
f o r  th e  A la sk a  M arine Highway S y stem . T h ese  em p loyees a r e  s t i l l  
draw ing  down a f u l l  wage when a l o t  o f  f o l k s  in  h i s  d i s t r i c t  h a v e  
b een  i n  a v e s s e l  la y -u p  s i t u a t i o n  o r  on tem p orary s t a t u s  w ork in g  
summers f o r  fo u r  o r  f i v e  y e a r s  j u s t  s o  th e y  can  g e t  on f u l l  t im e .  
He n o te d  t h a t  s in c e  1975 , when th e  sy s te m  had abou t 21 f u l l - t i m e  
e m p lo y e e s , t h e r e  h as been  sh o c k in g  in c r e a s e  in  a d m in is t r a t io n ,  b u t  
th e r e  i s  s t i l l  th e  same number o f  v e s s e l s  and th e  same am ount o f  
crew  p e o p le .

SENATOR TAYLOR, in  e x p r e s s in g  c o n c e r n  w ith  th e  added on c o s t s  t o  
th e  s y s te m , n o te d  t h a t  th e  D iv i s io n  o f  R isk  Management in c r e a s e d  
th e  amount th e  A la sk a  M arine Highway p a y s o u t  o f  i t s  b u d g e t  t o  
c o v e r  c la im s  b rou gh t a g a in s t  th e  sy s te m  and any d e fe n s e  c o s t s ,  e t c .  
by $ 9 0 0 ,0 0 0 . MR. HAYDEN a d v is e d  t h a t  a s  i t  was th e y  w ere p a y in g  
o v e r  $3 m i l l i o n  on r i s k  management, and t o  h ave  i t  in c r e a s e d  b y
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n e a r ly  a m i l l io n  d o l l a r s  was a s i g n i f i c a n t  c o s t  in c r e a s e  t o  t h e  
sy s te m . However, th e  D epartm ent o f  A d m in is tr a t io n  has shown them  
how th e y  are  p a y in g  o u t  more on c la im s  th a n  i s  b e in g  p a id  i n .  He 
s a id  i t  was in  t h e i r  b u d get from  day one and i t  was an i s s u e  and  
c o n c e r n .

In  h i s  c lo s in g  com m ents, MR. HAYDEN s a i d  i t  i s  o b v io u s  t h e r e  i s  
d isa g r e e m e n t on s e v e r a l  p o in t s ,  b u t he w elcom es th e  L e g i s l a t u r e ' s  
a s s i s t a n c e  i s  a d v a n c in g  th e  sy stem  b e c a u se  b o th  have th e  same g o a l :  
s e r v in g  th e  p u b l i c .  He b e l i e v e s  in  th e  M arine Highway S ystem  an d  
th e  s e r v i c e  th a t  i t  h a s  p r o v id e d  o v e r  th e  y e a r s  i t  has b e e n  i n  
e x i s t e n c e ,  and he b e l i e v e s  i t  can  be a v ia b le  m eans o f  
t r a n s p o r t a t io n  i n t o  t h e  fu tu r e .

SENATOR TAYLOR n o te d  th e  p r e se n c e  i n  K etch ik a n  o f  Mike D ow ning, 
M arine S u p e r in te n d e n t o f  th e  A lask a  M arine Highway S ystem . Mr. 
Downing s t a t e d  he had n o th in g  to  add t o  Mr. H ayden's comments a t  
th a t  t im e .

ANDREA BARKLEY, t e s t i f y i n g  in  K etch ik a n , s t a t e d  sh e  ten d ed  b a r  o n  
th e  A la sk a  M arine Highway System  f o r  17 y e a r s ,  and th e  c o n c e p t  o f  
rem oving th e  b ar  s e r v i c e  i s  t e r r i b l e  in  h e r  mind b e c a u se  i t
p r o v id e s  su ch  a trem endous p a s se n g e r  s e r v i c e .  She n o te d  th e  b a r  
a r ea  i s  th e  o n ly  i n t e r i o r  sm oking a r e a , and i f  th e  b a r s  a r e
e l im in a t e d ,  i t  w i l l  p ro b a b ly  become a common s e a t in g  a r e a  and
sm oking w i l l  be on th e  o u te r  d eck s o n ly .  She b e l i e v e s  i t  w i l l
s i g n i f i c a n t l y  r ed u c e  th e  p a s se n g e r  s e r v i c e s  th a t  a re  v e r y  im p o r ta n t  
t o  th o u sa n d s o f  p e o p le .

SENATOR TAYLOR a sk ed  i f  Ms. B a rk ley  h as any know ledge r e l a t i n g  t o  
ch a n g es  made i n  th e  a c c o u n tin g  sy s te m  u se d  by th e  A la sk a  M arine  
H ighway S ystem . MS. BARKLEY r e p l i e d  t h a t  sh e  has no p e r s o n a l  
k n ow led ge, b u t i n  1985 Tom S h a n ley , t h e i r  p o r t  stew ard , c a l l e d  a  
m e e tin g  o f  c h i e f  s te w a r d s  in  K e tc h ik a n . He e x p r e s s e d  t h e  
a d m in is t r a t io n ' s  c o n c er n  th a t  p r iv a t e  e n t e r p r i s e  was lo o k in g  i n t o  
p o s s i b l y  v y in g  f o r  th e  c o n t r a c t s .  As a p r o t e c t iv e  m easu re, h e  
d e c id e d  t o  i n s t i t u t e  a  p r o f i t  and l o s s  fo rm u la  f o r  th e  b a r s , d in in g  
rooms and g i f t s  sh o p s , and i t  was s t r u c t u r e d  in  su ch  a way t h a t  t h e  
c o s t s  w ere e x c e s s i v e  in  th e  b a s ic  fo r m u la . Those a r e a s  w ere  
d e s ig n e d  t o  show l o s s e s ,  e x c e p t  f o r  in  th e  summer m onths w hen  
r e v e n u e s  were r e a l l y  h ig h .

SENATOR TAYLOR commented t h a t  same form u la  i s  b e in g  u sed  to d a y  t o  
j u s t i f y  rem oving th e  b a r s .  He th e n  a sk ed  Ms. B a rk ley  i f  sh e  know s 
i f  t h e r e  has b een  an in c r e a s e  in  th e  number o f  em p loyees o n  t h e  
v e s s e l s  in  th e  l a s t  10 y e a r s .  MS. BARLEY answ ered  th a t  o v e r a l l  s h e  
d o e s n ' t  know, b u t  sh e  d o es  know o f  a t  l e a s t  10 s i g n i f i c a n t  j o b  
l o s s e s .

MYRNA MAYNARD a sk ed  i f  Ms. B a r k le y  i f  sh e  j u s t  worked a s  a  
b a r te n d e r  o r  i f  sh e  a l s o  worked in  th e  fo o d  c o n c e s s io n  a r e a .  MS. 
BARKLEY resp o n d ed  th a t  sh e  b a s i c a l l y  w orks th e  b ar f o r  h e r  1 2 -h o u r
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s h i f t .  O c c a s io n a l ly  sh e  w i l l  work o th e r  a r e a s  i f  i t ' s  n e c e s s a r y ,  
b u t t h a t ' s  r a r e . The b a r t e n d e r 's  work sc h e d u le  was b a sed  on ab ou t  
a 65 p e r c e n t  w orkload  a c c o r d in g  t o  th e  b ar  r e v e n u e  f i g u r e s .  She  
sp ok e  t o  th e  b a r te n d e r  on t h e  LaConte and a sk ed  him  a p p r o x im a te ly  
how many h ou rs he ten d e d  b a r  on th a t  v e s s e l .  He t o l d  h e r  h e  
a c t u a l l y  sp en d s abou t t h r e e  t o  fo u r  h ou rs o f  a  1 2 -h ou r  s h i f t  
t e n d in g  b a r , so  i t  i s  n o t  e v e n  c lo s e  t o  th e  65 p e r c e n t  f i g u r e .

SENATOR TORGERSON a sk ed  i f  em p lo y ees  f i l l  o u t t im e  s h e e t s  which, 
b r e a k s  down where th e y  a r e  sp en d in g  t h e i r  t im e .  MS. BARKLEY 
ack n ow led ged  th a t  th e  b a r te n d e r s  a l l  a cco u n t f o r  t h e i r  tim e  te n d in g  
b a r . In  a d d it io n ,  r e l i e f  p e r s o n n e l  come in  f o r  s e v e r a l  h o u rs a  
d ay , and t h e i r  b a r te n d in g  t im e  w i l l  a l s o  b e  n o te d  b e c a u se  t h e y  
r e c e i v e  a h ig h e r  r a t e  o f  p a y  when th e y  a r e  t e n d in g  b a r .

CAPTAIN JAN SANDE, t e s t i f y i n g  i n  K etch ik an , s a i d  t h e  b ar  i s ~ u e  came 
a b o u t on th e  A urora a f t e r  a  su rv e y  was made o f  P r in c e  o f  W ales 
I s la n d  p e o p le  about th r e e  y e a r s  ago on s e r v i c e s  th e y  n eed ed  o r  
w an ted  ch an ged . The b ar  i s s u e  was one o f  a b o u t 10 q u e s t io n s  o n  
t h a t  s u r v e y . At th a t  p a r t i c u l a r  t im e , th e  b ig  c o m p la in t  was t h e  
n eed  f o r  w in te r  s e r v i c e ,  b u t th e  o n ly  th in g  t h a t  h a s  b een  done f o r  
th e  p e o p le  o f  P r in c e  o f  W ales I s la n d  i s  t o  c l o s e  th e  b a r .

CAPTAIN SANDE s a id  when th e  A urora went down t o  Tacoma f o r  a m ajor  
r e f i t  in  1994, he was t o l d  t h a t  th e  b ar on th e  A urora w ould  b e  
e l im in a t e d ,  so  th e  c o n c e p t t o  c lo s e  th e  b a rs h a s  b een  in  th e  m i l l  
f o r  a lo n g  t im e . He s a id  th e  r e a so n  th e  p e o p le  o f  P r in c e  o f  W ales 
I s la n d  ev en  put so m eth in g  down on th e  form  ab ou t th e  bar c lo s u r e  
was b e c a u se  o f  t h e i r  c o n c e r n  about p e o p le  g e t t i n g  drunk on  t h e  
A urora and th en  g e t t i n g  b e h in d  th e  w h eel and d r iv in g  t o  v a r io u s  
p o i n t s  on th e  i s l a n d .  He p o in t e d  o u t th a t  th e  b a r s  a r e  c o n t r o l l e d ,  
and t h e y  do n o t s e r v e  th e  p e o p le  a f t e r  a p o i n t . He h a s found  t h a t  
p e o p le  who g e t  o f f  o f  t h e  s h ip  in e b r ia t e d  h a v e  u s u a l ly  been, 
d r in k in g  in  th e  so la r iu m  o r  some p la c e  e l s e  on th e  s h ip .

SENATOR TAYLOR a sk ed  Mr. Downing th a t  he be p r o v id e d  w ith  a c o p y  o f  
th e  P r in c e  o f  W ales I s la n d  su r v e y , th e  r e s u l t s  o f  th e  su r v e y , a s  
w e l l  a s  th e  c o s t  o f  th e  s u r v e y .

CAPTAIN SANDE a l s o  n o te d  t h a t  s in c e  th e  b a r  h a s  b e e n  c lo s e d  on  t h e  
A u rora , th e  c a fe  and b ar  r e v e n u e s  have dropped from  a p p r o x im a te ly  
$ 6 ,0 0 0  a week t o  a p p r o x im a te ly  $3 , COO. D uring t h e i r  peak  m onths o f  
A u g u st and December t h o s e  r e v e n u e s  w ould go  up t o  a p p r o x im a te ly  
$ 8 ,0 0 0  a w eek.

SENATOR TAYLOR a sk ed  C a p ta in  Sande h i s  k n ow led ge o f  th e  s t a f f i n g  
l e v e l s  on th e  v e s s e l s  to d a y  r e l a t i v e  t o  where i t  was 19 y e a r s  a g o .  
CAPTAIN SANDE resp o n d ed  i t  i s  h i s  u n d e r s ta n d in g  th a t  when t h e  
v e s s e l s  a r e  ru n n in g  t h e r e  h a s  b een  a s l i g h t  d e c r e a s e ,  p r im a r i ly  i n  
th e  s t e w a r d 's  d ep a rtm en t. SENATOR TAYLOR s a i d  he h as been  t o l d  
t h a t  19 y e a r s  ago  t h e r e  w ere  150 more em p lo y ees  a c t u a l l y  s a i l i n g  o n  
th e  v e s s e l s  th a n  t h e r e  ARE to d a y . He added t h e r e  a r e  l e s s  p e o p le
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th a t  h ave  t o  be a d m in is te r e d  t o  to d a y , and y e t  th e  a d m in is t r a t iv e  
c o s t  t h a t  t h i s  sy stem  i s  c u r r e n t ly  c a r r y in g  h a s  g o n e  up 
trem en d o u sly  d u r in g  th a t  p e r io d  o f  t im e .

TAPE THREE, SIDE A

SENATOR TORGERSON ask ed  C a p ta in  Sande i f  he knows o f  a n y  c la im s  
th a t  h a v e  b e e n  f i l e d  a g a in s t  t h e  M arine Highway S ystem  f o r  s e r v in g  
in t o x i c a t e d  p a s se n g e r s  and t h e n  l e t t i n g  them le a v e  t h e  s h ip s .  
CAPTAIN SANDE r e p l i e d  th a t  a l th o u g h  he h as no d i r e c t  k n o w led g e  o f  
any c la im s ,  h e  th in k s  th e r e  h a v e  b e e n  some. He added t h a t  when h e  
was sp e a k in g  w ith  George R e i f e n s t e i n  about th e  b ar  c lo s u r e  on th e  
Aurora i n  1 9 9 4 , h i s  rea so n  f o r  c l o s i n g  th e  b a r s  was b e c a u se  o f  
l i a b i l i t y  c o n c e r n s , and he d id  m en tion  some o f  t h e s e  c la im s .  
SENATOR TORGERSON e x p r e sse d  h i s  i n t e r e s t  in  f in d in g  o u t  i f  th e  
M arine H ighway System  has had t o  pay  o f f  some r e l a t i v e l y  h ig h  
e x p e n se s  a s s o c i a t e d  to  c la im s  r e l a t e d  t o  d r in k in g  on t h e  f e r r i e s .

SENATOR TAYLOR p o in te d  ou t t h a t  t h e  b a r te n d e r s  on th e  f e r r i e s  h ave  
had e x t e n s i v e  t r a in in g  on how t o  r e c o g n iz e  when and i f  a  p e r s o n  h a s  
had t o o  much t o  d r in k , and p a r t  o f  th a t  t r a in in g  was p a r t  o f  t h i s  
co n cern  a b o u t l i a b i l i t y  and r i s k  m anagement. He th e n  a sk e d  Mr. 
Downing t o  c o n ta c t  th e  D i v i s i o n  o f  R isk  Management t o  g e t  
in fo r m a tio n  c o n c er n in g  c la im s  t h e y 'v e  p a id  r e l a t i v e  t o  i n t o x i c a t e d  
in d iv id u a l s  com ing o f f  o f  th e  f e r r i e s .

SENATOR TORGERSON q u e s t io n e d  i f  th e r e  w ould s t i l l  b e  th e  same 
l i a b i l i t y  i f  a p a sse n g e r  b r o u g h t or  h i s  own a lc o h o l  and became 
in e b r ia t e d  and th en  w alked o f f  th e  s h ip .  CAPTAIN SANDE 
a ck n ow led ged  th a t  he th ou gh t t h e  l i a b i l i t y  w ould b e  sam e.

SENATOR TAYLOR a sk ed  i f  p u r su a n t t o  th e  c u r r e n t  u n io n  c o n t r a c t s ,  
i f ,  i n  f a c t ,  th e s e  b ars a re  e l im in a t e d ,  do th o s e  b a r t e n d e r s '  j o b s  
d is a p p e a r . CAPTAIN SANDE a n sw ered  th a t  th e  b a r te n d e r  p o s i t i o n  on  
th e  A urora w ent t o  a d i f f e r e n t  p o s i t i o n ,  a lth o u g h  t h e  p a y  was 
e q u a l . SENATOR TAYLOR o b se r v e d  t h a t  a s  th e  b a r s  a r e  c lo s e d  down 
and t h o s e  b a r te n d e r  p o s i t i o n s  a r e  moved t o  o th e r  a r e a s  o f  th e  
v e s s e l s ,  i t  w i l l  p ro b a b ly  r e s u l t  in  n in e  more p e o p le ,  who h o ld  
tem p orary  p o s i t i o n s ,  b e in g  bumped o f f .

MIKE DOWNING, M arine S u p e r in te n d e n t , A lask a  M arine H ighw ay S ystem , 
d ir e c t e d  a t t e n t io n  t o  th e  November 1995 d r a f t  o f  t h e  n e e d s  l i s t .  
He e x p la in e d  th a t  th e  way th e  f e d e r a l  a id  works i s  t h a t  f o r  them  t o  
have a p r o j e c t  in  th e  c u r r e n t  y e a r  th e y  n eed  t o  h ave  s t a r t e d  th e  
p r o c e s s  o f  o b ta in in g  th e  fu n d in g  a s  lo n g  ago a s  t h r e e  y e a r s .  I t  
b e g in s  w it h  th e  n eed s l i s t s ,  and w hat g o e s  in t o  th a t  n e e d s  l i s t  i s  
a n y th in g  th e y  c o n s id e r  m ight b e  n eed ed  in  th e  f u t u r e .  He s a i d  t h a t  
sh o u ld  h e lp  c l a r i f y  why th e  b a r  c lo s u r e  fu n d in g  was in c lu d e d  i n  
t h i s  n e e d s  l i s t ,  b ecau se  i t  w as r e c o g n iz e d  a t  t h a t  t im e  a s  a  
p o s s i b i l i t y .

SENATOR TAYLOR ask ed  i f  in  o r d e r  t o  g e t  fu n d s f o r  s c h e d u lin g
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r e fu r b ish m en t o f  th e  v e s s e l s ,  th e y  a c t u a l l y  g e t  on t o  a t h r e e - y e a r  
o r  f i v e - y e a r  l i s t  w ith  f e d e r a l  h ign w ays and th e n  work t h e i r  way up 
th a t  l i s t .  And i f  t h a t  i s  th e  c a s e ,  th e n  why c a n ' t  th e y  s c h e d u le  
m ain ten an ce  t h r e e  o r  fo u r  y e a r s  in  a d v a n ce . MR. DOWNING r e sp o n d e d  
th e y  know what th e y  a r e  d o in g  t h i s  y e a r , and th e y  have th e  fu n d in g  
fo r  n e x t  y e a r  f a i r l y  w e l l  i d e n t i f i e d .  H owever, n e x t  y e a r ' s  fu n d in g  
i s  a lm o st c o m p le te ly  r e s t r i c t e d  t o  th e  new o cea n  c l a s s  v e s s e l ,  and  
he th in k s  th e  n e e d s  i n  th e  f l e e t  a r e  g r e a t e r  th a n  t h a t ,  an d  t h i s  
c r e a t e s  some v a r i a b i l i t y  in  th e  w in te r  s c h e d u le  i n  ' 9 7 - ' 9 8 .

SENATOR TAYLOR in q u ir e d  i f  th e r e  i s  a p la n  t o  rem ove a l l  o f  t h e  
s ta te r o o m s on th e  M alasp in a  and tu r n  i t  in t o  a day  b o a t .  MR. 
DOWNING ack n ow led ged  th a t  one o f  th e  a l t e r n a t i v e s  b e in g  c o n s id e r e d  

nder Juneau A c c e s s  i s  t o  do j u s t  e x a c t l y  th a t  when th e  o c e a n  c l a s s  
v e s s e l  com es on l i n e .  He added t h a t  i f  th e y  th in k  th e y  m ig h t do  
t h a t ,  th e y  n eed  t o  g e t  i t  in t o  th e  n e e d s  l i s t .  I n i t i a l l y ,  i n  th e  
m aster  p la n , th e  o c e a n  c l a s s  v e s s e l  was se e n  a s  a r e p la c e m e n t f o r  
th e  M a la sp in a . C o n se q u en tly , th e  r e fu r b ish m e n t program  f o r  th e  
M alasp in a  h a s  b een  l e s s  th an  i t  h a s b een  on th e  o t h e r  v e s s e l s .  I t  
i s  s t i l l  an e f f i c i e n t  v e s s e l ,  b u t i t  i s  in  f a i r l y  p oor  c o n d i t io n  
and i t  was s e l e c t e d  b e c a u se  o f  t h a t  c o n d i t io n .

SENATOR TAYLOR s a id  h e  h as h eard  th e  rumor f o r  y e a r s  t h a t  th e  
M alasp in a  w ou ld  be s o l d  when th e  new v e s s e l  com es on , a lth o u g h  h e  
has n e v e r  b een  a b le  t o  g e t  th e  rumor co n firm e d  b y  anyb ody. I t  i s  
o b v io u s  t o  him now t h a t  an in t e r n a l  d e c i s io n  h a s b een  made w i t h in  
th e  M arine Highway System  t o  c o n t in u e  t o  l e t  th e  M alasp in a  ru n  down 
h i l l  u n t i l  th e  new v e s s e l  comes o n , and th en  i t  w i l l  h ave  t o  b e  
s o ld  b e c a u se  i t  i s  in  su ch  bad sh ap e  and th e r e  i s  no u se  f o r  i t .

SENATOR TAYLOR a sk ed  Mr. Downing t o  a d d r e ss  th e  i s s u e  o f  m ost o f  
n e x t  y e a r ' s  fu n d in g  b e in g  r e s t r i c t e d  t o  th e  new v e s s e l .  MR. 
DOWNING e x p la in e d  th e  g e n e r a l fu n d  m a in ten a n ce  w i l l  c o n t in u e  on  i n  
p a r a l l e l  t o  th e  F e d e r a l A id  R efu rb ish m en t Program . In  th e  f e d e r a l  
f i s c a l  y e a r  1 9 9 7 , th e  o cea n  c l a s s  v e s s e l  i s  s c h e d u le d  t o  u s e  $52  
m i l l i o n  o f  th e  a v a i la b l e  $240 m i l l i o n .  That c a u s e s  o b j e c t io n s  from  
o th e r  a r e a s  o f  th e  s t a t e ,  but t o  m i t ig a t e  t h a t  th e y  h ave  w orked  
w ith  th e  F e d e r a l Highway A d m in is tr a t io n  t o  l e v e l  i t  o u t  and  
d i s t r i b u t e  th e  c o s t  o f  th e  v e s s e l  o v e r  a t h r e e - y e a r  p e r io d ,  b u t  
th e y  s t i l l  end up w ith  a peak  in  1997 o f  $52 m i l l i o n .  T h at i s  
b a sed  on p r e d i c t i o n s  o f  th e  c a sh  f lo w  t h a t  w i l l  be n eed ed  i n  o r d e r  
t o  k eep  up w ith  th e  c o n t r a c t o r s  p r o g r e s s .  He added t h e r e  i s  a  
s p ik e  in  th e  program  c a u se d  by th a t  v e s s e l ,  and t h i s  i s  th e  b e s t  
n e g o t ia t e d  agreem en t th e y  c o u ld  g e t  i n t e r n a l l y  f o r  th e  u s e  o f  fu n d s  
in  t h o s e  y e a r s .

I t  was f u r t h e r  e x p la in e d  by MR. DOWNING t h a t  th e  f i r s t  $4 m i l l i o n  
Mr. Hayden sp o k e  t o  e a r l i e r  i s  s t a t e  fun ded  CIP. The s e c o n d  $4 
m i l l i o n  i s  m arin e h ighw ay fu n d s; i t ' s  e i t h e r  r e v e n u e s  o r  g e n e r a l  
fund m o n ie s . T hat g o e s  t o  p ay  f o r  th e  o p e r a t io n s  s i d e ,  th e  
s a l a r i e s  o f  t h e  s t a f f  t h a t  i s  d o in g  th e  work w h ile  th e  v e s s e l  i s  i n  
th e  s h ip y a r d . So i t  i s  $4 m i l l i o n  i n  o p e r a t io n s  money o u t  o f  th e
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b u d get e v e r y  y e a r .  The f e d e r a l  program  i s  s e p a r a t e  from  t h a t .  
SENATOR TAYLOR th e n  c o n c lu d e d  th a t  i s  b a s i c a l l y  $8 m i l l i o n  o f  
g e n e r a l  fund money t h a t  th e y  know th e y  w i l l  h a v e  f o r  th e  s a l a r i e s ,  
a d m in is t r a t iv e  c o s t s ,  and c a p i t a l  im provem ents t o  b e  done ea ch  y e a r  
d u r in g  th o s e  two y e a r s  when Mr. Hayden s a i d  t h e r e  was n o t h in g .

MR. DOWNING s a id  th e  1991 c o n d it io n  su r v e y  s a i d  t h a t  i n  a d d i t io n  t o  
th e  $8 m i l l i o n  f o r  m a in te n a n c e , th e y  n eed ed  t o  sp en d  a p p r o x im a te ly  
$15 m i l l i o n  i n  a f e d e r a l  a id  r e fu r b ish m e n t p rogram . That c o n d i t io n  
su r v e y  p r e d a te d  a l o t  o f  th e  r e g u la to r y  r e q u ir e m e n ts  th e y  a r e  now 
s e e in g .  Most o f  th e  work c u r r e n t ly  b e in g  don e i s  r e g u la t o r y  
d r iv e n , su ch  a s  f i r e  s a f e t y ,  l i f e  s a f e t y ,  e t c .

SENATOR TAYLOR s a id  i t  h i s  u n d e rs ta n d in g  t h a t  when an e sc a p e  c h u t e ,  
w h ich  was a C anadian  p r o d u ct and n o t a p p ro v ed  b y  th e  U .S . C o a st  
Guard, was t e s t e d  a t  Todd S h ip y a rd s s e v e r a l  p e o p le  w ere in j u r e d  
g o in g  down i t .  MR. DOWNING resp on d ed  t h a t  i t  h a s  b een  app roved  b y  
th e  C oast Guard; how ever, th a t  a c c id e n t  d u r in g  th e  crew  t r a in in g  a t  
Todd i s  o f  g r e a t  c o n c er n  to  him . T here w ere some m inor i n j u r i e s  
and one v e r y  s i g n i f i c a n t  in j u r y .  T h ese  c h u te s  a d d r e ss  a  C o a st  
Guard req u irem en t and a S a f e t y  o f  L if e  a t  S ea  T r e a ty  req u ire m en t t o  
p r o v id e  q u ic k  e v a c u a t io n  o f  th e  p a s s e n g e r s .

SENATOR TORGERSON a sk ed  i f  th e  6 -y e a r  CIP Mr. Hayden sp o k e  t o  
e a r l i e r  i s  brok en  o u t  in t o  l i f e  s a f e t y  e x p e n d it u r e s  v e r s u s  m ajor  
m ain ten an ce  and so  f o r t h .  MR. DOWNING r e p l i e d  th a t  i t  i s n ' t ,  b u t  
he can  p r o v id e  th a t  in fo r m a tio n  and any o t h e r  in fo r m a tio n  h e  may 
w ish  t o  h a v e . SENATOR TORGERSON s a id  t h i s  in fo r m a t io n  i s  im p o r ta n t  
t o  him  b e c a u se  he i s  a p p ro a ch in g  t h i s  a s  a  f r i e n d  t o  th e  f e r r y  
sy s te m , and he w an ts t o  s e e  i t  c o n t in u e  t o  o p e r a te  and t o  c o n t in u e  
t o  b e  a b le  to  have a c o n s t i t u e n c y  a s f a r  a s  g e t t i n g  th e  money t h a t  
i s  n eed ed  t o  s u b s id iz e  i t .  He n eed s t o  b e  b ro u g h t up t o  d a te  s o  
t h a t  he can answ er q u e s t io n s  th e  p e o p le  i n  h i s  d i s t r i c t  h a v e  
r e l a t i n g  t o  th e  M arine Highway System .

STEPHANIE RAINWATER, a Second  Stew ard on th e  A la sk a  M arine H ighw ay  
S ystem , s a id  sh e  was on th e  Taku a t  th e  t im e  th e  a c c id e n t s  w ith  t h e  
c h u te  happened. P r io r  t o  g o in g  down th e  c h u te  t h e r e  was no v id e o  
p r e s e n t a t io n  on th e  c o r r e c t  way t o  go  down th e  c h u te , and o n ly  a  
b r i e f  e x p la n a t io n  was g iv e n  b e fo r e  e v e r y b o d y  w ent down. T h is  
r e s u l t e d  in  one c h i e f  p u r s e r  b rea k in g  h i s  a n k le  and t e a r in g  a  
ten d o n  in  h i s  l e g  and fo u r  women s p r a in in g  t h e i r  a n k le s .  She  
p o in te d  o u t t h a t  i t  t a k e s  4 .5  se co n d s  t o  g o  down th e  c h u te , and s h e  
can  s e e  w here t h e r e  c o u ld  be p rob lem s, e s p e c i a l l y  w ith  th e  o l d e r  
p a s s e n g e r s  i n  c o a x in g  them  t o  go  down t h e  c h u t e .  She s u g g e s t e d  
t h e r e  n e ed s t o  be v id e o  p r e s e n t a t io n s  from  ea u h  p o r t  e x p la in in g  how  
t o  g e t  down th e  c h u te  i n  a s a f e  manner.

MS. RAINWATER r e l a t e d  t h a t  sh e  s a i l e d  a s  c h i e f  s te w a r d  on  t h e  
A urora l a s t  w eek, and sh e  k e e p s  h e a r in g  a b o u t th e  b a r  a r e a  b e in g  
ch anged  o v e r  t o  a p iz z a  and e s p r e s s o  m ach ine a r e a ;  h ow ever, th e  b a r  
h a s been  c lo s e d  on th e  A urora f o r  two y e a r s  and n o th in g  h a s  b e e n
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done w it h  th a t  sp a ce  e x c e p t  t o  make i t  a s to r a g e  room f o r  ca n d y . 
Her s u g g e s t io n  on th e  c h i e f  s te w a r d 's  r e p o r t  t h i s  week was th a t  
th e y  im m e d ia te ly  ta k e  some m erch an d ise  o f f  o f  th e  o t h e r  v e s s e l s  and  
change i t  in t o  g i f t  shop f o r  more rev en u e . She s a i d  t h e r e  i s  s t i l l  
th e  same amount o f  s te w a r d s  onboard  and t h i s  c o u ld  b e  a p o s s i b i l i t y  
o f  b r in g in g  in  more r e v e n u e .

MS. RAINWATER a l s o  p o in te d  o u t  th a t  th e  b a r s  on  t h e  f e r r i e s  have  
n o t b e  u p d ated  f o r  s e v e r a l  y e a r s ,  and sh e  s u g g e s te d  t h a t  in s t e a d  o f  
d o in g  away w ith  them t o  u p d a te  them by o f f e r i n g  fo o d  s e r v i c e ,  
i n s t a l l  some ju k eb o x es  s o  cu sto m ers can s e l e c t  and p a y  f o r  t h e  
m u sic  th e y  want t o  h e a r , e t c .  She d o es n o t  want t o  s e e  t h e  
r e m a in in g  b a rs  on th e  f e r r i e s  c l o s e  on Septem ber 15 u n le s s  t h e r e  i s  
a p la n  in  p la c e  t o  f i l l  t h a t  s p a c e .

SENATOR TORGERSON commented t h a t  i t  d o e s n 't  make any  s e n s e  t o  c l o s e  
an a r e a  i f  i t  i s  j u s t  g o in g  t o  be u sed  a s a "broom c lo s e t "  f o r  two  
y e a r s .  SENATOR TAYLOR added th a t  i f ,  in  f a c t ,  i t  i s  a  reven u e  
g e n e r a t in g  f u n c t io n  and s e r v i c e  on th e  v e s s e l ,  i t  i s  beyond  h i s  
co m p reh en sio n  how somebody ch anged  th e  p la n s  o f  th e  new v e s s e l  t h a t  
i s  c o s t i n g  $85 m i l l i o n  p iu s  t o  b u i ld  so  th a t  t h e r e  i s  no b a r  on  i t .  
He q u e s t io n e d  how th a t  sp a c e  i s  now g o in g  t o  b e  u t i l i z e d .

SENATOR TAYLOR s t a t e d  i t  was h i s  in t e n t  to  h o ld  a n o th e r  m e e tin g  in  
A u gust in  Seward to  g iv e  th e  a d m in is tr a t io n  th e  o p p o r tu n ity  t o  
p r o v id e  an sw ers t o  q u e s t io n s  r a i s e d  on th e  a c c o u n t in g  sy stem ; what 
i s  g o in g  to  be done w ith  th e  p e r so n n e l when th e  b a r s  a r e  c lo s e d ;  
and how th e y  j u s t i f y  a $ 3 ,0 0 0  a week l o s s  in  r ev e n u e  on  a  v e s s e l  
when th e  c o s t s  a l l  rem ain  th e  sam e.

MS. RAINWATER n o te d  sh e  was t o l d  by Gary Hayden t h a t  t h e r e  a r e  102  
p e o p le  w ork ing  in  th e  a d m in is t r a t io n  o f  th e  A la sk a  M arine S ystem , 
and s h e  h as ask ed  fo r  in fo r m a tio n  on how many o f  t h o s e  in d iv id u a l s  
have had any e x p e r ie n c e  w it h in  th e  f l e e t  so  t h a t  t h e y  a r e  f a m i l ia r  
w ith  t h e  n e ed s o f  th e  f l e e t ,  a s  w e l l  a s  i t s  c o n c e r n s . SENATOR 
TAYLOR a g r e e d  t h a t  was a q u e s t io n  th a t  sh o u ld  a l s o  b e  a d d r e s s e d .

SENATOR TAYLOR e x p r e s s e d  h i s  a p p r e c ia t io n  t o  th e  p e o p le  who had  
ta k e n  t im e  t o  t e s t i f y  b e fo r e  th e  ta s k  fo r c e  and th e n  a d jo u rn ed  th e  
m e e tin g  a t  a p p r o x im a te ly  5 :0 0  p .m .

* T r a n s c r ib e r 's  N ote: The o n - l in e  te s t im o n y  from  K enai and
A n ch orage was e x tr e m e ly  hard  t o  d e c ip h e r  and, i n  many c a s e s ,  
i n d i s c e r n i b l e  due t o  th e  in p u t  g o in g  in t o  th e  r e c o r d e r  from  th o s e  
l o c a t i o n s .
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SENATOR TAYLOR, c h a ir in g  th e  S e n a te  Task F orce  o n  t h e  A la sk a  M arine  
Highway S ystem  in  Seward, c a l l e d  th e  m eetin g  t o  o r d e r  and announced  
th e  p r e s e n c e  o f  S e n a to r  T o r g e r so n , a s  w e l l  a s  n o t in g  t h a t  Myrna
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Maynard w ould  b e  r e p r e s e n t in g  S e n a to r  P earce  and p a r t i c i p a t i n g  v i a  
t e l e c o n f e r e n c e  from  A nchorage. He s a id  th e  ta s k  f o r c e  w ou ld  f i r s t  
go o v e r  q u e s t io n s  th a t  were r a is e d  a t  th e  l a s t  m e e tin g  an d  t h e  
r e s p o n s e s  s e n t  b a ck  by Mr. Hayden.

SENATOR TORGERSON r e fe r r e d  t o  a p a c k e t  o f  r e q u e s te d  in fo r m a t io n  
in c lu d in g  th e  1991 m aster  p la n , th e  sh o r e  c o n d it io n  s u r v e y , t h e  b a r  
su r v e y , s e r v i c e  a l t e r n a t i v e s ,  e t c . ,  w h ich  he had j u s t  r e c e n t l y  
r e c e iv e d  from  Mr. Hayden. He s a id  he had n o t had an o p p o r tu n ity  t o  
c o m p le te ly  g o  th ro u g h  a l l  o f  th e  m a te r ia l  so  he w ould  d e f e r  a  l o t  
o f  h i s  q u e s t io n s  u n t i l  he c o u ld  lo o k  i t  o v e r .

SENATOR TORGERSON s a id  he had r e q u e s te d  th e  m ee tin g  t o  b e  h e ld  i n  
Seward and h e , p e r s o n a l ly ,  w anted t o  fo c u s  on some o f  t h e  i s s u e s  
r a is e d  on th e  Tustem ena and a l s o  th e  o c ea n  g o in g  v e s s e l  t h a t  w i l l  
be com ing on l i n e  in  a few  y e a r s .  He n o te d  he r e c e n t l y  t r a v e l e d  on  
th e  T ustem ena from  V aldez to  Seward w h ich  gave  him th e  o p p o r tu n ity  
to  sp ea k  w ith  th e  crew  about th e  sy s te m  and to  g e t  t h e i r  in p u t  on  
i s s u e s  th e y  w ou ld  l i k e  to  s e e  a d d r e ss e d  by th e  t a s k  f o r c e .  He 
added i t  i s  h i s  in t e n t  t o  w r ite  a l e t t e r  to  Mr. Haden o u t l i n i n g  
th o s e  c o n c e r n s . He would a l s o  l i k e  some d i s c u s s io n  on th e  i s s u e  o f  
home p o r t in g  in  Seward, as w e l l  a s  d i s c u s s io n  on th e  c o n s t r u c t io n  
o f  th e  new d ock  f a c i l i t y ,  w hich i s  a p a r tn e r s h ip  p r o j e c t  b e tw e en  
th e  C it y  o f  Sew ard, th e  c r u is e  s h ip  in d u s tr y ,  th e  A la sk a  R a ilr o a d ,  
and a r e q u e s t e d  $ 3 ,0 0 0 ,0 0 0  in  f e d e r a l  fu n d s t h a t  was r e q u e s t e d  in  
th e  b u d g e t .

GARY HAYDEN, System  D ir e c to r , A la sk a  M arine H ighway S y stem , 
D epartm ent o f  T r a n sp o r ta t io n  & P u b ic  F a c i l i t i e s ,  s p e a k in g  t o  th e  
home p o r t in g  i s s u e ,  s t a t e d  he c u r r e n t ly  d o es n o t  have an y  p la n s ,  
nor i s  he m aking p la n s  to  recommend th e  home p o r t  o f  Sew ard b e  
ch an ged . He s a i d  i t  i s  an i s s u e  t h a t  seem s t o  come up e v e r y  o n ce  
in  a w h ile ,  b u t  he r e i t e r a t e d  t h a t  i t  i s  n o t an i s s u e  t h a t  i s  b e in g  
worked on to d a y .

A d d r e ss in g  th e  new dock f a c i l i t y  in  Seward, Mr. Hayden s a i d  th e  
T ustem ena o r i g i n a l l y  was d o ck in g  in  downtown Seward and was l a t e r  
moved o u t t o  t h e  r a i lr o a d  d ock . He s a id  when th a t  move was made, 
th e r e  was a d e t e r io r a t io n  in  th e  f a c i l i t i e s  and s e r v i c e  t o  th e  
c i t y ,  s o  h e  a g r e e s  th a t  th e  f a c i l i t i e s  need  t o  b e  u p grad ed , 
h ow ever, i t  th e n  comes to  th e  q u e s t io n  o f  how i t  i s  g o in g  t o  b e  
p a id  f o r .  C u r r e n tly , i t  i s  i n  th e  S u r fa c e  T r a n s p o r ta t io n  
Im provem ent P r i o r i t y  l i s t  (STIP) , how ever, i t  i s  in  on e  o f  th e  
o u te r  y e a r s ,  w h ich  he u n d ersta n d s i s  in c o n s i s t e n t  w ith  w hat th e  
c i t y ' s  n e e d s  a r e  fo r  th e  c r u is e  s h ip  dock, a s  w e l l  a s  th e  
r a i l r o a d ' s  n e e d s . He s a id  i t  i s  a m a tte r  o f  f in d in g  money w i t h in  
th e  f e d e r a l  h igh w ay  system  a p p r o p r ia t io n  t o  move t h a t  p r o j e c t  
a lo n g . H ow ever, a l l  o f  th e  c a p i t a l  m on ies th a t  th e  d ep a rtm en t w i l l  
be r e c e i v in g  n e x t  y e a r  from  th e  f e d e r a l  highw ay sy s te m  w i l l  b e  
g o in g  i n t o  t h e  new v e s s e l ,  so  h e  d o e s n ' t  s e e  t h a t  h a p p en in g  i n  
1998 .
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SENATOR TORGERSON s a id  th e  money was ap p roved  in  th e  b u d g e t , b u t  
what was n eed ed  from  th e  A d m in is tr a t io n  was t o  amend th e  STIP t o  
p u t i t  in  t h e r e .  MR. HAYDEN r e la t e d  t h a t  on th e  p r e v io u s  d ay  h e  
ask ed  Tom Brigham , D ir e c to r  o f  th e  D i v i s i o n  o f  S ta te w id e  P la n n in g ,  
about th e  p r o j e c t .  He was t o ld  th e r e  w i l l  be a m ee tin g  a t  t h e  e n d  
o f  th e  month t o  lo o k  a t  th e  STIP p r o j e c t s  f o r  n e x t y e a r , and M r. 
Brigham  o f f e r e d  t h a t  i f  th e y  have more u p d ated  in fo r m a tio n  th a n  
th e y  had l a s t  y e a r ,  i t  w i l l  be ta k e n  t o  t h e  t a b le  and t a lk e d  a b o u t  
a g a in . He added t h a t  th e  l a s t  tim e  he saw th e  p r o j e c t  t h e r e  w e re  
p r e lim in a r y  d r a w in g s th a t  were s k e tc h e s  t o  th a t  p o in t ,  and h e  d o e s  
n o t know where t h e  p r o j e c t  has e v o lv e d  t o  i n  th e  l a s t  12 m o n th s .

SENATOR TORGERSON p o in te d  o u t th a t  th e  d ock  e x p a n s io n  i s n ' t  j u s t  a  
f e r r y  e x p a n s io n ;  th e  c r u is e  s h ip s  t h a t  come th rou gh  t h a t  p o r t  f e e d  
a l l  o f  A la sk a  e c o n o m ic a lly .  He r e i t e r a t e d  t h a t  th e  m arin e h ig h w a y  
p o r t io n  q u a l i f i e s  f o r  th e  $ 3 ,0 0 0 ,0 0 0  th a t  i s  a lr e a d y  i n  th e  b u d g e t ,  
and i t  comes down t o  amending th e  STIP. MR. HAYDEN a ssu r e d  S e n a t o r  
T o rg erso n  th a t  i f  th e r e  i s  more in fo r m a tio n  a v a i la b le ,  he w i l l  ta k e  
i t  b ack  t o  th e  co m m iss io n er  and th e  p e o p le  who make th e  d e c i s i o n s  
ab ou t th e  p r i o r i t i e s .

MR. HAYDEN n o te d  t h a t  in  a d d it io n  t o  th e  p a c k e t  he s e n t  o u t  t o  t h e  
t a s k  f o r c e  members on A ugust 13 , he was a l s o  p r o v id in g  them  w it h  a  
summary o f  th e  S o u th w est A la sk a  f e r r y  t r a f f i c  a n a l y s i s ,  a c o p y  o f  
th e  s y s t e m 's  b u d g e t b r i e f i n g ,  and an e x p la n a t io n  o f  h i s  g o a l  o f  
$ 1 .6  m i l l i o n  in  c o s t  r e d u c t io n s .

SENATOR TAYLOR s a i d  in  lo o k in g  b ack  th ro u g h  th e  b u d get from  t h e  
y e a r  b e f o r e ,  Mr. H ayd en 's numbers show a $ 2 5 9 ,2 0 0  g e n e r a l  fu n d  
r e d u c t io n  by th e  l e g i s l a t u r e ,  when, i n  f a c t ,  th e  t o t a l  am ount 
a p p r o p r ia te d  by th e  l e g i s l a t u r e  t h i s  y e a r  to  th e  f e r r y  sy s te m  w as 
$ 2 0 ,0 0 0  h ig h e r  th a n  in  th e  p r e v io u s  y e a r .  He a sk ed  i f  th e y  w e re  
u s in g  d i f f e r e n t  num bers. MR. HAYDEN e x p la in e d  th e  $ 1 .6  m i l l i o n  i s  
made up o f  tw o t h i n g s .  One was r e d u c t io n s  in  th e  a p p r o p r ia t io n  
t h a t  g o e s  to  th e  f r o n t  p a r t  o f  th e  b u d g e t . A lso  th e r e  w ere c o s t  
in c r e a s e s  in  r i s k  management and la b o r  t h a t  th e  sy stem  fa c e d  w hich, 
w ere p a r t i a l l y  fu n d e d . He s a id  S e n a to r  T a y lo r  i s  c o r r e c t  t h a t  t h e  
number i s  l a r g e r ,  how ever, when th e y  w ent th rou gh  th e  w h o le  
b u d g e tin g  p r o c e s s ,  th e y  had c u t s  a t  two p o i n t s ,  and th e n  t h e y  a l s o  
had th e  two p o i n t s  o f  p a r t i a l l y  fu n d ed  c o s t  in c r e a s e s .  S in c e  t h a t  
t im e , th e  a r b i t r a t o r ' s  d e c i s io n  on u n earn ed  wages i s  h a v in g  c o s t  
in c r e a s e s  t h a t  w e r e n 't  even  c o n s id e r e d  d u r in g  th e  b u d g et c y c l e .

SENATOR TAYLOR commented th a t  a s  t h i s  i s  b e in g  e x p la in e d  t o  t h e  
p u b l i c ,  we p r o b a b ly  sh o u ld  be more a c c u r a te  and s h o u ld  b e  
r e f l e c t i n g  t h a t  th e y  have had in c r e a s e d  c o s t s ,  n o t  b u d g e t  
r e d u c t io n .  MR. HAYDEN a g r ee d , and s a id  h e  h as b een  f a i r l y  c a u t io u s  
in  t r y in g  t o  u s e  t h e  term  o f  " c o s t  c o n ta in m e n t,"  w h ich  i s ,  i n  h i s  
m ind, a c o m b in a tio n  o f  a l i t t l e  l e s s  t o  sp en d  and h ig h e r  c o s t s  t h a t  
w ere n o t  f u l l y  fu n d ed . He added t h a t  he d o e s  n o t  w ant t o  
c h a r a c t e r iz e  t h i s  a s  a budget c u t  and t h a t  i s  why he p r e p a r e d  t h e  
new docum ent. SENATOR TAYLOR s a i d  he j u s t  w anted t o  make i t  c l e a r



th a t  th e  m a jo r ity  d id  n o t go  in  and d r a m a t ic a l ly  c u t  th e  f e r r y  
sy stem ; th e  m a jo r ity  may n o t have a p p r o p r ia te d  an a d d i t io n a l  
in c r e a s e  o f  $ 1 .6 9  m i l l i o n  th a t  th e  g o v e rn o r  w ould have l i k e d  t o  
have had , b u t th e  a c t u a l  number o f  d o l l a r s  a p p r o p r ia te d  was h ig h e r .

SENATOR TORGERSON s a i d  d u r in g  b u d get h e a r in g s  c o n c e r n  was e x p r e s s e d  
abou t th e  $ 9 9 7 ,0 0 0  in c r e a s e  in  th e  A la sk a  M arine H igh w ay's sh a r e  t o  
R isk  Management, and he a sk ed  i f  Mr. Hayden g o t  any a d d i t io n a l  
b a ck -u p , o r  i f  he t h in k s  i t  i s  a good num ber. MR. HAYDEN e x p la in e d  
th a t  i t  i s  h i s  u n d e r s ta n d in g  from  R isk  Management th a t  th e  M arine  
H igh w ay 's e x p e n d itu r e s  r e s u l t in g  from  p e r s o n a l  i n j u r i e s  w ere g o in g  
up; t h a t  more was b e in g  p a id  o u t th an  was b e in g  p a id  i n  and t h e  
r e s e r v e  had b een  d e p le t e d .  T h e r e fo r e , th e y  in c r e a s e d  th e  r i s k  
management ch arge  b y  $ 9 9 7 ,0 0 0 . He added th a t  i f  th e r e  i s  some way  
t o  lo w e r  th a t  num ber, he w ould  l i k e  t o  work on i t .  T here a r e  a  
c o u p le  o f  t h in g s  th e  l e g i s l a t u r e  h a s n ' t  had th e  o p p o r tu n ity  t o  t a l k  
a b o u t, b u t th e r e  w ou ld  need  t o  be a p u b l ic  d i s c u s s io n  ab ou t i t  
b e c a u se  some o f  th e  em p loyee u n io n s  are  o p p o sed  t o  i t .  One o p t io n  
w ould  b e  h a v in g  AMS em p loyees c o v e r e d  by W orkers C om p en sa tion .

SENATOR TORGERSON a sk e d  i f  th e r e  was a l i a b i l i t y  s a v in g s  w ith  t h e  
c l o s i n g  o f  th e  b a r s  on th e  sy s te m . MR. HAYDEN resp o n d ed  t h a t  t h e r e  
w a s n ' t .

SENATOR TORGERSON n o te d  th a t  a l o t  o f  f e r r y  w orkers a r e n ' t  i n  an y  
k in d  o f  RIP program , and he ask ed  w h ich  u n io n s  th e  RIP program  
a p p l ie s  t o  w ith in  h i s  d ep a rtm en t. MR. HAYDEN answ ered  t h a t  h e  h a s  
a sk ed  t h a t  q u e s t io n  o f  th e  DOT a d m in is t r a t iv e  d i r e c t o r ,  b u t he d o e s  
n o t h a v e  a c o m p le te  answ er a t  t h i s  p o in t .  H owever, h e  s a i d  h e  
w ould b e  r e a l  s u r p r is e d  i f  th e  v e s s e l  em p lo y ees  w ould q u a l i f y  u n d er  
th e  fo u r  b a s ic  t e s t s  th a t  have t o  be m et, p a r t i c u l a r l y  when t h e r e  
h as t o  be a s a v in g s  shown. He s a i d  he hoped t o  h a v e  t h a t  
in fo r m a t io n  by th e  n e x t  m ee tin g  o f  th e  t a s k  f o r c e .

SENATOR TAYLOR s a i d  he r e c e iv e d  a copy o f  a memorandum d a te d  A p r i l  
30 from  Gary Egan, who i s  th e  o c ea n  c l a s s  v e s s e l  p r o j e c t  m anager, 
and i n  th e  memo i t  c l e a r l y  i n d ic a t e s  t h a t  he had b een  a d v is e d  b y  
Mr. H ayden th a t  t h e  f e r r i e s  w ould no lo n g e r  be p r o v id in g  f u l l  b a r  
s e r v i c e  and th a t  in c lu d e d  th e  o cea n  c l a s s  v e s s e l .  Mr. Egan t h e n  
i s s u e d  a l e t t e r  t o  HMI a d v is in g  them t o  have t h e i r  s u b c o n tr a c to r  
s to p  an y  fu r th e r  work on th e  d e s ig n ,  p rocurem en t and markup o f  th e  
b a r , and he had p r o p o se d  t h a t  th e  a r ea  p r e v io u s ly  o c c u p ie d  by th e  
b ar  b e  r e c o n f ig u r e d  i n t o  a r e a d in g  room. S e n a to r  T a y lo r  p o in t e d  
o u t t h a t  was s e v e r a l  d a y s b e fo r e  th e  l e g i s l a t u r e  a d jo u r n e d , and h e  
a sk ed  Mr. Hayden why w a s n 't  th e  T r a n s p o r ta t io n  C om m ittee o r  t h e  
F in a n ce  Com m ittee o r  any o f  th e  p e o p le  i n t e r e s t e d  i n  a $85 m i l l i o n  
f e r r y  t o l d  ab ou t t h i s  d e c i s io n  d u r in g  th e  l e g i s l a t i v e  s e s s i o n .  MR- 
HAYDEN r e p l i e d  t h a t  th e  i s s u e  o f  w h eth er  o r  n o t  th e y  w ou ld  b e  a b le  
t o  p r o v id e  b a r  s e r v i c e  on th e  f e r r i e s  was d is c u s s e d  d u r in g  t h e  
l e g i s l a t i v e  s e s s i o n  a t  th e  S e n a te  and H ouse f in a n c e  su b c o m m itte e  
l e v e l ,  and i t  was m en tio n ed  a s  one o f  th e  p o s s i b i l i t i e s  f o r  c o s t
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r e d u c t io n  i f  t h e i r  b u d g et was a t  a c e r t a i n  l e v e l .  He d id n ' t  know 
th e  d a te  th e  co m m issio n er  s ig n e d  th e  d e c i s i o n  docum ent on c l o s i n g  
th e  b a r s , but he had th e  d i r e c t io n  th a t  th a t  was th e  way th e y  w ere  
g o in g  and th a t  i s  why th a t  d e c i s io n  was made a t  t h i s  p a r t ic u la r :  
t im e .

SENATOR TAYLOR s a id  he ch eck ed  w ith  th e  p e o p le  on th e  S e n a te  
F in a n c e  S u bcom m ittee, and th e y  d id n ' t  i n d ic a t e  t o  him t h a t  t h e y  
f e l t  i t  was an e i t h e r / o r  s i t u a t i o n  o r  t h a t  a c h o ic e  was b e in g  m ade. 
They s a i d  a t  th e  m e e tin g  Mr. Hayden o u t l in e d  a  w h ole  s e r i e s  o f  
d i f f e r e n t  th in g s  t h a t  w ould  o c cu r  t o  th e  sy s te m  i f  c e r t a i n  fu n d in g  
l e v e l s  w e r e n 't  m et. The p e o p le  th a t  he t a lk e d  w ith  d id  n o t  f e e l  
t h a t  th e y  were m aking any in t e n t io n a l  d e c i s io n  th ro u g h  th e  fu n d in g  
l e v e l  t h a t  a s p e c i f i c  a c t i v i t y  w ould no lo n g e r  ta k e  p l a c e .  He sa id ,  
s e v e r a l  o f  th e  v e s s e l s  c u r r e n t ly  o p e r a t in g  h a v e  b een  around f o r  
ab ou t 33 y e a r s ,  and th e  d e c i s io n  t h a t  Mr. Hayden made w as  
a p p a r e n t ly  b a sed  upon some o v e r a l l  th o u g h ts  ab ou t th e  b u d get a t  
t h a t  t im e . Now he and th e  co m m issio n er  have made a d e c i s io n  t h a t  
i s  g o in g  t o  a f f e c t  th e  new $85 m i l l i o n  v e s s e l  f o r  th e  n e x t  30 som e 
y e a r s  o f  i t s  o p e r a t io n  by i n t e n t i o n a l l y  rem ovin g  th e  b ar  from  i t  
and r e c o n f ig u r in g  th e  sp a c e  f o r  som eth in g  e l s e .  He t o l d  Mr. Hayden  
he th in k s  i t ' s  a v e r y  d ra m a tic  and m ajor d e c i s i o n  t h a t  he h a s made, 
and th e  p e o p le  in v o lv e d  on f in a n c e  a t  th e  su b com m ittee  l e v e l  
c e r t a i n l y  d id  n o t f e e l  th e y  were b r i e f e d  th a t  i f ,  in  f a c t ,  h e  
d i d n ' t  g e t  a s u f f i c i e n t  l e v e l  o f  fu n d in g , t h a t  th e  b a r s  w ere g o in g  
t o  d is a p p e a r  and th a t  th e  bar on th e  new f e r r y  was g o in g  t o  
d is a p p e a r .

MR. HAYDEN s a id  d u r in g  th e  budget d e l ib e r a t io n  t a l k s  th a t  was on  
th e  l i s t  o f  b u d get im p a c ts . The ch a rg e  th e y  h ave  i s  t o  l i v e  w i t h in  
t h e i r  m eans, and s o  th e y  lo o k  f o r  s t r a t e g i e s  a s  t o  how t o  r e d u c e  
t h e i r  c o s t s .  One o f  th e  ways t o  r ed u ce  th e  c o s t s  was t o  r ed u c e  t h e  
m anning l e v e l s .  He s a id  th e r e  a r e n 't  a l o t  o f  t o o l s  a v a i la b le  t o  
th e  sy s te m  when you  ta k e  in t o  c o n s id e r a t io n  th e  c o n t r a c t s ,  th e  
m andatory s e r v ic e  l e v e l s  a s  t o  w here you can  make d e c i s io n s  t o  
r e d u c e  c o s t s .  The c lo s in g  o f  th e  b a r s  was one o f  th o s e  a s  t h e r e  
a r e  s e v e r a l  o th e r  a c t io n  ite m s  th a t  a r e  t h e i r  l i s t  t h a t  t h e y  a r e  
w ork in g  on to  d o . He s a id  he i s  s o r r y  t h a t  th e  l e g i s l a t i v e  p e o p le  
who w ere r e v ie w in g  i t  d id n ' t  u n d ersta n d  what th e y  w ere t a l k i n g  
a b o u t , b u t th e y  d id  t a l k  about i t .

SENATOR TAYLOR r e i t e r a t e d  th a t  he d o e s n ' t  th in k  anybody i n  t h e  
l e g i s l a t u r e ,  a t  l e a s t  anyone he i s  aware o f ,  had th e  l e a s t  id e a  
t h a t  a  m ajor change was g o in g  t o  made in  t h e  d e s ig n  o f  th e  s e r v i c e s  
t o  b e  p r o v id e d  on th a t  new $85 m i l l i o n  f e r r y .  He t o l d  Mr. Hayden, 
i f  he can  f in d  som ebody in  th e  l e g i s l a t u r e  t h a t  h e  th in k s  knew t h a t  
and w ou ld  be w i l l i n g  t o  t e s t i f y  o r  w r i t e  a  l e t t e r  t o  him t o  t h a t  
e f f e c t ,  he w ould b e  happy t o  r e v e r s e  t h a t  comment p u b l i c l y .  MR. 
HAYDEN resp on d ed  t h a t  h e  d o e s n ' t  make t h r e a t s ,  t h a t  he t r i e s  t o  g o  
th e  l e g i s l a t u r e  and sp eak  th e  t r u th  on t h e s e  b u d g et im p a c ts .

SENATOR TAYLOR a sk ed  Mr. Hayden i f  he w ou ld  a g r e e  t h a t  a s  f a r  a s  h e
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knows nobody in  th e  l e g i s l a t u r e  was aware o f  th e  f a c t  t h a t  h e  
p u l le d  th e  b a r  o f f  o f  th e  new f e r r y  b e fo r e  th a t  s e s s io n  a d jo u r n e d . 
MR. HAYDEN a g r e e d  w ith  h i s  s ta te m e n t .

SENATOR TAYLOR ask ed  Mr. Hayden what reven u e  so u r c e  he i s  lo o k in g  
t o  on th e  new v e s s e l  th a t  w i l l  r e p la c e  th e  r e v e n u e s  l o s t  o f f  t h e  
b a r . MR. HAYDEN resp o n d ed  i t  w ou ld  b e  in  fo o d  s e r v i c e .

SENATOR TAYLOR ask ed  Mr. Hayden what s a v in g s  th e  sy s te m  had a f t e r  
th e y  r e d u c e d  th e  b ar s e r v i c e  on th e  A urora. He n o te d  a t  th e  l a s t  
h e a r in g  a c a p ta in  on  th e  A urora s a i d  th e y  had l o s t  r e v e n u e  o f  
$ 3 ,0 0 0  a w eek s in c e  th e  b ar  w ent down. MR. HAYDEN resp o n d ed  t h a t  
th e y  sa v e d  on  th e  t im e  t h a t  th e  p e r so n  was d c in g  b a r te n d in g  and  
t h a t  p e r s o n  i s  now d o in g  fo o d  s e r v i c e s ,  w hich s a v e s  in  o v e r t im e  i n  
t h a t  d e p a r tm en t. He added th e y  c o u ld  have red u ced  th e  m anning b y  
one p e r s o n  on  b o th  th e  A urora and th e  LaConte and s t i l l  h a v e  m et 
C oast Guard r e q u ir e m e n ts , h ow ever, th e y  d id n ' t  do s o .  Mr. Hayden  
a l s o  p o in t e d  o u t th a t  in  1995 , o v e r a l l  th e  sy stem  l o s t  $ 1 2 7 ,0 0 0  
th r o u g h  p r o v id in g  b a r  s e r v i c e .

T here was e x t e n s iv e  d i s c u s s i o n  on in fo r m a tio n  p r o v id e d  b y  Mr. 
Hayden r e l a t i n g  to  f i g u r e s  r e p r e s e n t in g  p e r so n n e l c o s t s ,  a s  w e l l  a s  
a breakdow n on th e  rev en u e  and e x p e n se  by v e s s e l .

SENATOR TORGERSON a sk ed  why th e  b ar  was b e in g  c lo s e d  on th e  
C olum bia i f  i t  i s  m aking money. MR. HAYDEN c l a r i f i e d  th a t  th e  b a r  
i s n ' t  b e in g  c lo s e d  on th e  C olum bia. He a l s o  n o te d  t h a t  th e  
B a r t l e t t  and th e  Tustem ena w i l l  c o n t in u e  to  s e l l  b e e r  and w in e , b u t  
th e y  w i l l  n o t  have f u l l - t i m e  b a r te n d e r s  or  b a r te n d e r  p o s i t i o n s ;  a  
ste w a r d  w i l l  make th e  s a l e  on t h o s e  two v e s s e l s .

SENATOR TAYLOR s u g g e s te d  th a t  i f  th e y  are  r e a l l y  lo o k in g  t o  s a v e  
money o f f  o f  some p e r s o n n e l w i t h in  th e  sy stem  and th e y  have p e o p le  
who do s p e c i f i c  f u n c t io n s ,  i t  w ould seem  i f  th e r e  w ere  an  
a c c o u n t in g  m ethod by w hich  a c o s t  c o u ld  be a t ta c h e d  t o  t h o s e  
f u n c t io n s  and a rev en u e  so u r c e  from  them, th a t  th e  p e r so n  t o  b e  
l a i d  w ou ld  be th e  p e r so n  who c o s t s  th e  m ost and g e n e r a te s  th e  l e a s t  
amount o f  money. I n s t e a d ,  i t  a p p e a r s  t o  him th e y  a r e  g o in g  a t  i t  
b a ck w a rd s. He s a id  he d o e s n ' t  know o f  an em p loyee on th e  v e s s e l  
who g e n e r a t e s  a s  much money a s  th e  b a r te n d e r  d o e s  from  s e r v i c e s  
p r o v id e d  on board th e  v e s s e l  and who ta k e s  l e s s  money t o  s u b s id i z e  
h i s  o r  h e r  p o s i t i o n .  He s a i d  he i s  t r y in g  t o  f ig u r e  o u t why we 
w ou ld  w ant t o  have l e s s  rev e n u e  f o r  our f e r r y  s e r v i c e ,  and t h i s  
w i l l  h a v e  a s i g n i f i c a n t  im p act on r e v e n u e s . MR. HAYDEN r esp o n d e d  
t h a t  th e  rev en u e  w i l l  go  down, b u t s o  w i l l  th e  c o s t s .

TAPE ONE, SIDE B 
Number 001

SENATOR TORGERSON in q u ir e d  a s  t o  th e  number o f  l a y - o f f s  on  t h e  
v e s s e l s  Mr. Hayden a n t i c i p a t e s  t o  r e a l i z e  h i s  g o a l  o f  $ 1 .6  m i l l i o n  
i n  c o s t  r e d u c t io n . MR. HAYDEN resp on d ed  th a t  h e  i s  n o t

-  6 -



n e c e s s a r i l y  lo o k in g  a t  v e s s e l s  f o r  la y in g  o f f  p e o p le .  He i s  
lo o k in g  a t  o th e r  ite m s su ch  a s  o v e r tim e  r e d u c t io n s ,  sp en d in g  l e s s  
money in  o v e r a l l  o p e r a t io n s ,  fo o d  s e r v i c e s ,  m anning l e v e l s  d u r in g  
th e  w in te r  m onths, a s  w e l l  a s  one o th e r  v e s s e l  p o s i t i o n .

SENATOR TAYLOR th e n  opened  th e  m ee tin g  t o  p u b l ic  comm ent.

TIM VOLSTAD, Mayor o f  S e ld o v ia ,  r e f e r r in g  t o  a h an d ou t r e l a t i n g  t o  
S o u th w est A la sk a  p o r t s ,  o b se r v e d  th a t  Cordova and K odiak n eed  t h e  
T ustem ena; how ever, V a ld e z , Homer and Seward h ave  a r o a d . He s a i d  
S e ld o v ia  n eed s th e  T ustem ena. He q u e s t io n e d  why, when th e  B a r t l e t t  
and o t h e r  f e r r i e s  a r e  ru n n in g  in  P r in c e  W illia m  Sound, t h e
T ustem ena n eed s t o  come t o  Seward in  th e  summer m on th s. He
p o in te d  o u t  th a t  S e ld o v ia  h as had v e r y  l i t t l e  s e r v i c e  d u r in g  t h e  
w in te r  m onths f o r  th e  l a s t  f i v e  y e a r s ,  and he q u e s t io n e d  how much 
s e r v i c e  i t  w i l l  have t h i s  com ing w in te r  s e a s o n . He a l s o  a sk ed  i f  
th e  new $85 m i l l i o n  o cea n  c l a s s  v e s s e l  w i l l  b e  s e r v i c i n g  th e  K enai 
P e n in s u la .

MR. HAYDEN r e sp o n d in g  t o  th e  Seward and V a ld ez  i s s u e ,  s a i d  he w ou ld  
p r o v id e  Mayor V o ls ta d  w ith  a cop y  o f  th e  s y s te m s ' an n u a l t r a f f i c  
volum e r e p o r t  t h a t  shows what th e  volum e i s  in  t h a t  a r e a . He a l s o  
s a id  t h i s  w in te r  th e  Tustem ena w i l l  be s e r v in g  Homer, K odiak and  
S e ld o v ia ,  a s  w e l l  a s  th e  C ord ova/V ald ez  ru n . The T ustem ena j u s t  
f i n i s h e d  a f iv e - p h a s e  p r o j e c t  and th e r e  i s  no f e d e r a l  p r o j e c t  
p la n n e d  f o r  i t  t h i s  w in t e r .  I t  was o u t o f  s e r v i c e  l a s t  y e a r  f o r
th e  i n s t a l l a t i o n  o f  a new e n g in e . He added t h a t  th e  th in g  t h a t
w i l l  a f f e c t  th e  Tustem ena in  th e  fu tu r e  w i l l  be r e g u la t o r y  p r o j e c t s  
and demands t h a t  g e t  p la c e d  on th e  sy s te m . C o n cern in g  th e  new  
v e s s e l ,  i t  w i l l  s e r v e  S o u th e a s t  A la sk a  a s  a m a in l in e  v e s s e l ,  
p r im a r i ly  in  th e  summer m onths, and i t  w i l l  b e  a v a i l a b l e  and i s  
b e in g  d e s ig n e d  t o  f i l l  in  f o r  th e  Tustem ena when th e  Tustem ena i s  
o f f  l i n e  l i k e  i t  was l a s t  w in te r ,  b u t i t  w i l l  n o t  i n i t i a t e  any new  
s e r v i c e  on th e  K enai P e n in s u la .

SENATOR TORGERSON commented th a t  S e ld o v ia  i s  la n d  lo c k e d  and n o t  
h a v in g  f e r r y  s e r v ic e  s e v e n  m onths a y e a r  i s  a m ajor c o n c e r n  t o  t h e  
m ayor.

LOUIS BENCARDINO, Mayor o f  Seward, s a id  o v e r  th e  y e a r s  th e  f e r r y  
sy s te m  h a s  p u t in  d ock s in  o t h e r  co m m u n ities , w h erea s Seward h a s  
a lw a y s  l e a s e d  d o ck in g  f a c i l i t i e s  t o  th e  s y s te m . Now, when th e y  
want t o  upgrade and b u i ld  a new f a c i l i t y ,  t h e y  seem  t o  h ave  a  
p rob lem  g e t t i n g  th e  su p p o rt from  th e  f e r r y  s y s te m . The C ity  o f  
Seward h a s b een  w ork ing  on a p a r tn e r s h ip  p r o j e c t  t h a t  in v o lv e s  th e  
c r u i s e  s h ip  in d u s tr y  and th e  A la sk a  R a ilr o a d , and th e  o n ly  th e y  
n eed ed  was a p o r t io n  from  th e  s t a t e .  He r e f e r r e d  t o  t h e  money t h a t  
was a l l o c a t e d  f o r  a p r o j e c t  in  h i s  a r e a , th e  Hope B r id g e  t h a t  came 
i n  a t  $10 m i l l i o n  under b id ,  and e x p r e s s e d  h i s  d i s p le a s u r e  th a t  t h e  
$10 m i l l i o n  was q u ic k ly  r e a l lo c a t e d  to  a n o th e r  d i s t r i c t  b e fo r e  h i s  
com m unity had a  ch an ce t o  s e c u r e  th a t  money f o r  a  p r o j e c t  i n  t h e i r  
own d i s t r i c t  l i k e  th e  d o c k in g  f a c i l i t y .
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Mayor B e n c a rd in o  a l s o  sp oke t o  h i s  co n cern  w ith  ta k in g  th e  v e s s e l s  
o f  th e  A la sk a  M arine Highway S ystem  o u t o f  s t a t e  f o r  m a in te n a n c e . 
He s a i d  i t  d o e s n ' t  make s e n s e  t o  sp en d  money t o  ta k e  c a r e  o f  p e o p le  
in  L o u is ia n a  when th e r e  a re  p e o p le  in  A la sk a  o u t o f  j o b s .

Mayor B e n c a rd in o  s a id  he knows th e  STIP program f o r  th e  dock  c o u ld  
h ave  b e e n  moved up i f  th e  A d m in is tr a t io n  had w anted  to  do s o ,  b u t  
i t  seem s l i k e  when we have so m eth in g  th a t  makes s e n s e ,  we h ave  a 
h ard  t im e  g e t t i n g  th e  s t a t e  w ork in g  w ith  u s .  He r e i t e r a t e d  t h a t  
th e  C ity  o f  Seward h as g o t  p r iv a t e  e n t e r p r is e  w orking w ith  them  and  
th e n  th e  s t a t e  l e t s  them down.

MR. HAYDEN s a i d  he u n d e r s ta n d s  S ew a rd 's  d e s ir e  t o  have t h e  s t a t e  
fun d  t h e i r  j o i n t - u s e  f a c i l i t y ,  w h ich  he d o e s n 't  d is a g r e e  w ith .  The 
dilem m a he and DOT f in d  th e m s e lv e s  in  i s  th a t  th e  s t a t e  g e t s  $220  
m i l l i o n  a y e a r  in  f e d e r a l  h ighw ay fu n d s , how ever, th e  l i s t  o f  
p r i o r i t i e s  and n eed s and c o n c er n s  i s  p r e t t y  s i g n i f i c a n t .  He th in k s  
i t  i s  o v e r  a b i l l i o n  d o l l a r s  w orth  o f  c o m p e t it io n  t h a t  g o e s  in t o  
t h a t ,  s o  i t  i s  a m a tter  o f  s e t t i n g  th o s e  p r i o r i t i e s  f o r  com p etin g  
n e e d s , w h ich  i s  a d i f f i c u l t  t a s k  t o  do . MAYOR BENCARDINO
i n t e r j e c t e d  th a t  th e  $10 m i l l i o n  from  th e  Hope B r id g e  p r o j e c t  
s h o u ld  h a v e  k ey ed  in  to  ta k e  c a r e  o f  prob lem s in  h i s  d i s t r i c t ,  b u t  
t h a t  d i d n ' t  happen. He s a id  when he ta lk e d  t o  th e  c o m m iss io n er  
a b o u t th e  d ock  p r o j e c t ,  he f e l t  t h a t  th e  com m ission er  th o u g h t i t  
was a good  id e a ,  but th a t  he d id n ' t  g e t  th e  su p p o rt from  e i t h e r  th e  
p e o p le  u n d er  him o r  th e  p e o p le  ab ove him . MR. HAYDEN resp o n d ed  
t h a t  he d o e s n ' t  make th o s e  d e c i s i o n s ,  a lth o u g h  he d o es g e t  t o  
p a r t i c i p a t e  in  th e  s c o r in g  and d i s c u s s i o n  about th e  community road  
p r o j e c t s .

MR. HAYDEN a sk ed  Mayor B en ca rd in o  w here th e  p r o j e c t  i s  in  s e c u r in g  
th e  o t h e r  fu n d s . MAYOR BENCARDINO resp on d ed  th a t  e v e r y th in g  came 
t o  s t o p  when th e  s t a t e  f a i l e d  t o  su p p o r t th e  p r o j e c t ,  a lth o u g h  th e y  
s t i l l  h ave  g o t  th e  commitment from  th e  o th e r  e n t i t i e s .  He a l s o  
r e s t a t e d  h i s  co n cern  th a t  th e  C ity  o f  Seward was n o t a b le  t o  r e t a i n  
a t  l e a s t  p a r t  o f  th e  $10 m i l l i o n  from  th e  Hope B r id g e  p r o j e c t  s o  
t h a t  t h e y  c o u ld  have gone forw ard  w ith  t h i s  p r o j e c t .  MR. HAYDEN 
a s s u r e d  Mayor B en card in o  th a t  he w ould t a lk  t o  th e  co m m iss io n er  
a b o u t h i s  c o n c e r n  abou t th e  o u t - o f - d i s t r i c t  movement o f  fu n d s .

The d i s c u s s i o n  th e n  tu rn ed  t o  Mayor B e n c a r d in o 's  c o n c er n  th a t  
v e s s e l s  a r e  b e in g  s e n t  o u t  o f  s t a t e  f o r  m a in ten a n ce . He q u e s t io n e d  
why W ash in gton  S t a t e  can  do i t s  own m ain ten an ce , and y e t  A la sk a  
se n d s  i t s  v e s s e l s  t o  L o u is ia n a . MR. HAYDEN p o in te d  o u t th a t  A la sk a  
u s e s  f e d e r a l  m onies f o r  m a in ten a n ce  and th e  F e d er a l Highway 
A d m in is t r a t io n  r e q u ir e s  th a t  th e  p r o j e c t  h as t o  b e  c o m p e t i t iv e ly  
b i d .  DAMON JORGENSEN, P o rt E n g in e e r , A la sk a  M arine Highway S ystem , 
c l a r i f i e d  t h a t  th e  W ashington  S t a t e  f e r r i e s  do n o t u s e  any  f e d e r a l  
m oney w h a tso e v e r  f o r  th e  o v e r h a u l o r  th e  c o n s t r u c t io n  o f  t h e i r  
f e r r y  sy s te m ; th e y  u se  s t a t e  t a x  money and a l l  o f  t h e i r  f e d e r a l  
money g o e s  tow ards th e  h ighw ay p r o j e c t s .  MIKE DOWNING, M arine  
S u p e r in te n d e n t , A la sk a  M arine H ighway System , added th a t  l a s t  y e a r
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th e  l a r g e s t  s i n g l e  f e d e r a l  p r o j e c t  t h a t  th e  sy stem  d id ,  o u t s i d e  o f  
th e  o cea n  c l a s s  v e s s e l ,  was in  Sew ard, w h ich  was a $ 7 .8  m i l l io n ,  
c o n tr a c t  on th e  r ep o w er in g  o f  th e  T u stem en a .

REPRESENTATIVE GARY DAVIS ask ed  Mayor B en ca rd in o  where t h e  C i t y  o f  
Seward i s  a t  a s  f a r  a s d e t a i l e d  d r a w in g s  on th e  new d o c k in g  
f a c i l i t y .  MAYOR BENCARDINO s a id  t h e y  had P&D do a d r a f t  p la n ,  b u t  
th e y  have b een  h e s i t a n t  t o  sp en d  any  m ore money u n t i l  t h e y  know  
th e y  a r e  g e t t i n g  th e  su p p o rt from  th e  s t a t e .  REPRESENTATIVE DAVIS 
a d v is e d  th a t  h e  th o u g h t i t  w ould  b e  b e n e f i c i a l  t o  have a t  l e a s t  a  
c o s t  e s t im a te  on  t h e  s p e c i f i c a t i o n s  f o r  th e  p r o je c t  r e a d y .

JIM PRUITT, P r e s id e n t  o f  Seward S h ip ' s  D rydock, I n c . ,  i n  Sew ard , 
s a id  Seward S h ip ' s  Drydock and S e w a r d 's  f a c i l i t y  i s  c a p a b le  o f  
d ryd ock in g  a l l  o f  th e  A lask a  M arine H ighw ay System  f e r r i e s  e x c e p t  
th e  Aurora and t h e  LaConte, w h ich  a r e  in la n d  f e r r i e s .

He sp oke to  an i n c id e n t  where h i s  company was th e  s u c c e s s f u l  lo w  
b id d e r  f o r  a m a in ten a n ce  p r o j e c t  on  t h e  Aurora a few  y e a r s  a g o .  
However, on i t s  way t o  Seward t h e  A urora g o t  in to  h eavy  s e a s  i n  t h e  
G u lf o f  A la sk a  and was d ir e c t e d  t o  go  t o  K etch ik an  f o r  r e p a i r s .  
S in c e  th e n  th e  A urora and LaConte h ave  come up f o r  b id  w ith  f e d e r a l  
money in  them and o v e rh a u l s t a t e  m oney, how ever, Sew ard S h i p ' s  
Drydock was t o l d  i t  was n o t g o in g  to  be a llo w e d  t o  b id  on  t h e  
Aurora b e c a u se  i t  i s  an in la n d  f e r r y  and i t  c a n ' t  make t h a t  
c r o s s in g .  H is  company has t a lk e d  t o  m a ste r s  th a t  have b e e n  w ith  
th e  A la sk a  M arine Highway S ystem , a s  w e l l  a s  h a v in g  had a l o t  o f  
se a  tim e  e x p e r ie n c e ,  and th e y  have b e e n  t o l d  th a t  th e  A u rora  c a n  
s a f e t y  be b ro u g h t a c r o s s  th e  g u l f .  T hey have a l s o  t a l k e d  t o  t h e  
A la sk a  M arine Highway System  num erous t im e s  and th e y  g e t  v a r y in g  
o p in io n s ,  d ep en d in g  on who th e y  t a l k  t o ,  w h eth er  t h i s  v e s s e l  c a n  b e  
brou gh t a c r o s s  o r  c a n ' t .

Mr. P r u i t t  s a id  th e  r ea so n  fo r  b u i ld in g  t h e  K etch ik an  f a c i l i t y  and  
th e  Seward f a c i l i t y  was to  keep  t h e s e  v e s s e l s  in  s t a t e ,  and  t h e r e  
has b een  l e g i s l a t i o n  p a sse d  t o  keep  a c c o m p lish  t h i s  a s  w e l l ,  b u t  
u n fo r tu n a te ly ,  b e c a u se  o f  th e  w ord in g  in  th e  l e g i s l a t i o n  i n  i t  c a n  
be in t e r p r e t e d  i n  d i f f e r e n t  w ays. He s u g g e s te d  t h e r e  n e e d s  t o  
c l a r i f i c a t i o n  on th a t  l e g i s l a t i o n  t o  w here th o s e  v e s s e l s  c a n  b e  
k ep t in  s t a t e .  He s a id  h i s  company w ou ld  l i k e  th e  o p p o r t u n it y  t o  
p a r t i c i p a t e  in  th e  f a i r  b id d in g  p r o c e s s  and be a b le  t o  w ork on  
A lask a  f e r r i e s  w it h  A la sk a n s .

MR. HAYDEN s a i d  he ta lk e d  to  th e  p o r t  c a p ta in  th e  p r e v io u s  w eek  
abou t th e  A urora c r o s s in g  th e  g u l f  and h e r e c e iv e d  an e x p la n a t io n  
th a t  i t  was a s a f e t y  i s s u e ,  and i t  w as a l s o  a s a f e t y  i s s u e  i n  
c o n ju n c t io n  w ith  th e  sp on son s and th e  s t r u c t u r a l  i n t e g r i t y  o f  t h e  
v e s s e l .  He had a sk ed  C ap ta in  S an d e, who was b r in g in g  t h e  A u rora  
a c r o s s  th e  g u l f  th e  l a s t  t im e , i f  h e  w ou ld  b r in g  i t  a c r o s s  t h i s  
t im e . C a p ta in  Sande s a id  th e r e  was no way he was g o in g  t o  b r in g  
th a t  v e s s e l  a c r o s s  th e  g u l f  b e c a u se  o f  t h e  slam m ing, b e c a u s e  o f  th e  
sp o n so n s s t i c k i n g  o u t and c a tc h in g  w a te r  and slam m ing. The c a p t a in
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th ou gh t th a t  l a s t  t im e  th a t  he was g o in g  t o  l o s e  th e  s h ip .

Mr. Hayden p o in te d  o u t  i t  i s  a m a tter  o f  n o t  o n ly  b r in g in g  i t
a c r o s s  th e  g u l f  b u t a l s o  ta k in g  i t  b a c k . A ls o ,  th e  window o f  
o p p o r tu n ity  on th e  A u rora  p r o j e c t  i s  v e r y  t i g h t  sc h e d u le  t o  t h e
f i r e  s a f e t y  work and g e t  i t  back  so  t h a t  t h e y  can  th e n  do t h e
L aC onte. T h ese p r o j e c t s  have to  be done in  a t im e ly  manner s o  t h a t  
th e r e  i s n ' t  an in t e r r u p t io n  in  s e r v i c e .

TAPP 2 ,  SIDE A 
Number 001

SENATOR TAYLOR a sk e d  how th e y  can  j u s t i f y  s e n d in g  a v e s s e l  t o  
P o r t la n d  i f  th e y  a r e  w o r r ie d  about an in la n d  f e r r y  i n  o u t s id e  
w a te r s . MR. HAYDEN resp o n d ed  th a t  he h a s b e e n  w ith  th e  sy s te m  f o r  
two y e a r s  and he h a s n ' t  s e e n  a v e s s e l  go t o  P o r t la n d , b u t h e  s a i d
he w ould r e s e a r c h  t h e  p a s sa g e  t im e , th e  s e a  s t a t e s ,  wave h e i g h t s ,
windows o f  o p p o r tu n ity , e t c . ,  a l l  th e  f a c t o r s  t h a t  go  in t o  i t .  The 
problem  he has i s  o r d e r in g  th e  c a p ta in  o f  t h e  Aurora t o  p u t  h i s  
v e s s e l  in  what he c o n s id e r s  to  be an u n s a fe  c o n d i t io n .

SENATOR TAYLOR a sk e d  th a t  i f  th e r e  a r e  som e f e d e r a l  d o l l a r s  
in v o lv e d , b u t th e  lo w  b id  on th e  Aurora tu r n s  o u t to  be Sew ard, do  
th e y  l o s e  th e  f e d e r a l  money b eca u se  th e y  r e f u s e  to  b r in g  th e  A urora  
a c r o s s  th e  g u l f .  MR. HAYDEN answ ered no, b e c a u s e  i t  was w r i t t e n  i n  
th e  b id  s p e c s  th a t  way.

SENATOR TORGERSON a sk e d  i f  Mr. Hayden c o u ld  g e t  a secon d  o p in io n  on  
th e  s a f e t y  o f  c r o s s in g  th e  g u l f .  MR. HAYDEN a g r ee d  th a t  h e  w ou ld
g e t  a n o th e r  o p in io n  in  w r i t in g .

CAPTAIN KE..LY MITCHELL, A lask a  M arine H ighw ay System , t e s t i f y i n g  
from  Ju n eau , c l a r i f i e d  i t  was n o t  C a p ta in  Sande th a t  a tte m p te d  t o  
c r o s s  th e  g u l f  on th e  A urora, i t  was C a p ta in  H opk in s, who h e  
r e s p e c t s  a s  an o c ea n  m a ste r  th a t  h as a l s o  s a i l e d  on th e  T u stem en a . 
He s a id  h e  h as d i s c u s s e d  t h i s  i s s u e  a number o f  t im e s  w ith  Mr. 
P r u i t t ,  and th e  i s s u e  i s  a m a tter  o f  s a f e t y  and th e  d e l i v e r y  and  
r e d e l iv e r y  o f  th e  v e s s e l  back to  S o u th e a s t .  I t  i s  n o t a  m a tte r  o f  
le n g th  o r  s i z e  o f  th e  v e s s e l ,  i t ' s  th e  w h o le  c o n f ig u r a t io n .  A 35  
f o o t  f i s h i n g  v e s s e l  i s  much more seaw orthy  i n  open  o cea n  c o n d i t io n s  
th an  a sp on son  h u l l  f e r r y  v e s s e l  t h a t ' s  c e r t i f i c a t e d  f o r  in la n d  
la k e s  and b a y s .

SENATOR TAYLOR o b s e r v e d  th a t  s in c e  th e  new v e s s e l  w i l l  b e  u s in g  up  
th e  f e d e r a l  fu n d s a l l o c a t e d  to  th e  sy s te m  f o r  a p e r io d  o f  tw o  
y e a r s ,  m ain ten an ce  d u r in g  th a t  tw o -y e a r  p e r io d  w i l l  be a l l  g e n e r a l  
fund d o l l a r s .  He th e n  ask ed  why i t  w ould  be n e c e s s a r y  t o  se n d  a  
v e s s e l  o u t s id e  f o r  th e  n e x t  two y e a r s .  MR. HADEN answ ered  t h a t  h e  
h a s n 't  e n te r e d  t h o s e  y e a r s  when he h a s a l l  s t a t e  g e n e r a l  fu n d  
m o n ies . T h is  w in te r  th e  Aurora and th e  LaC onte a r e  r e c e i v in g  f i r e  
s a f e t y ,  a s  w e l l  a s  an upgrade t o  th e  M atanuska. T hose t h r e e  
v e s s e l s ,  f o r  t h i s  w in t e r ,  a re  f e d e r a l l y  fu n d e d . Two o f  them  a r e
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SENATOR TAYLOR a g a in  a sk e d  i f  th e r e  i s  any r e a s o n  why th e  v e s s e l s  
t h a t  w i l l  r e q u ir e  m a in ten a n ce  d u r in g  th a t  tw o -y e a r  p e r io d  w i l l  h a v e  
t o  g o  o u t s id e  o f  th e  s t a t e .  MR. HAYDEN r esp o n d e d  th a t  th e y  a r e  
g o in g  t o  l i v e  under th e  term s o f  t h e i r  s t a t u t e ,  and t h a t ' s  w hat 
t h e y  h a v e  been  d o in g . SENATOR TAYLOR commented t h a t  he was t h e  
p e r s o n  who d r a f te d  t h a t  s t a t u t e  and t h i s  s t a t e  h a s  n e v e r  l i v e d  
u n d er  t h e  term s o f  t h a t  s t a t u t e .  MR. HAYDEN s a i d  w here th e  v e s s e l s  
go  d ep en d s t o  some e x t e n t  on what ty p e  o f  work i s  b e in g  done o n  
them . He d o e s n 't  know w hat th e  m a in ten an ce  s c h e d u le  d u rin g  t h a t  
t im e  p e r io d  i s ,  b u t he t h in k s  th e  p r o b a b i l i t y  o f  g o in g  o u t  from  
c o m p e t i t iv e  b id  i s  p r e t t y  lo w .

DENNIS ERLANDSON, P o rt H arbor D ir e c to r ,  C ity  o f  Homer, s a id  o n e  o f  
t h e  q u e s t io n s  and one o f  t h e  c o n c e r n s  th e  C it y  o f  Homer h as i s  t h e  
c o n d i t i o n  o f  th e  f e r r y  d o c k , w h ich  i s  now p a r t  o f  th e  c i t y ' s  
r e s p o n s i b i l i t y .  T h is  p a s t  F eb ru ary  a l e t t e r  was s e n t  t o  th e  
c o m m iss io n e r  e x p r e s s in g  th e  c o n c e r n  and a l s o  t h e  p o s s i b i l i t y  o f  a  
d e s ig n  team  b e in g  form ed w ith  th e  c i t y  and t h e  o t h e r  u s e r s  o f  t h e  
d o c k . He s a id  a s  he r e a d s  th e  CIP f o r  th e  f e r r y  s e r v i c e  th e r e  i s  
a  r e c o n n a is s a n c e  p r o j e c t  i d e n t i f i e d  a t  th e  end o f  th e  c e n tu r y  t o  
s t a r t  t h e  p r o c e s s  o f  d e c id in g  w h eth er  o r  n o t  a  dock  h as t o  b e  
b u i l t .  He e x p r e ss e d  c o n c e r n  t h a t  by th e  y e a r  2000  th e  dock  may b e  
a t  a  p o in t  where i t  i s  n o t  u s a b le  and s e r v i c e a b l e ,  and he s u g g e s t e d  
l o o k in g  a t  th a t  tim e l i n e  and t r y in g  t o  sp e e d  i t  u p . H is c o n c e r n  
f o r  th e  c i t y  i s  how lo n g  do th e y  have t o  keep  th e  d ock  g o in g  b e f o r e  
t h e y  s t a r t  w orking t o g e t h e r  a s  a group and g o  a f t e r  a d e s ig n  
p r o j e c t .

Mr. E r la n d so n  a l s o  p o in t e d  o u t  t h a t  th e  new f e r r y  w i l l  b e  l a r g e r  
th a n  t h e  T ustem ena, w h ich  now s e r v i c e s  Homer on  a r e g u la r  b a s i s ,  
and i f  th e  Tustem ena was t o  b e  o u t  s e r v i c e  and had t o  be r e p la c e d  
w ith  t h e  new v e s s e l ,  t h e r e  w ou ld  be c o n c er n  a b o u t b r in g in g  t h e  
l a r g e r  f e r r y  in t o  th e  e x i s t i n g  f a c i l i t y .

MR. HAYDEN s a id  a s  r e s u l t  a o f  Mr. E r la n d s o n 's  l e t t e r ,  th e  d ock  g o t  
p la c e d  o n  th e  r e c o n n a is s a n c e  p h a se . He added t h e r e  i s  n o th in g  t h a t  
i n h i b i t s  them from  s i t t i n g  down and t a lk in g  a b o u t th o s e  n e e d s  
w h en ev er  th e  c i t y  w an ts t o .  I t ' s  a m a tte r  o f  g e t t i n g  th e  n e e d  
i d e n t i f i e d ,  coming up w ith  some s o l u t i o n s  and g e t t i n g  i n  l i n e .

DON BRAUN, C ity  A d m in is tr a to r , C ity  o f  C h ig n ik , s a i d  th e  T ustem ena  
s e r v e s  th e  C ity  o f  C h ig n ik  and th e  fo u r  o t h e r  su r r o u n d in g  
co m m u n itie s  and th e y  c o n s id e r  i t  a  v i t a l  l i n k  i n  t h e i r  econom y. He 
s a i d  t h e y  sh a re  S e l d o v i a ' s  co n cern  a b o u t t h e  u n c e r t a in t y  o f  
s c h e d u l in g .  He s a id ,  in  g e n e r a l ,  th e  AMS h a s  a tte m p te d  t o  a d d r e s s  
t h e i r  c o n c e r n s  and th e y  a r e  a p p r e c ia t iv e  o f  t h a t .  He p o in te d  o u t  
t h a t  r i g h t  now f i s h i n g  d r iv e s  C h ig n ik 's  econom y, b u t  he e n v i s i o n s  
t h a t  to u r is m  w i l l  e v e n t u a l ly  come more i n t o  p la y ,  and he a sk ed  t h a t  
be f a c t o r e d  in t o  th e  s c h e d u l in g  o f  f e r r y  s e r v i c e  t o  t h e i r  a r e a .

f u n d e d  o u t  of F Y  96 f u n d s  a n d  o n e  is f u n d e d  in F Y  97 funds.
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Mr. Braun s a id  th e  C ity  o f  C h ig n ik  h a s a p a r tn e r s h ip  w ith  th e  C orps  
o f  E n g in e e r s  th a t  in v o lv e s  s t a t e  fu n d s fo r  a b oa t h a rb o r ; h o w ev er , 
th e y  c a n ' t  g e t  th e  s t a t e  h igh w ay p e o p le  to  t a lk  t o  th e  s t a t e  b o a t  
harbor p e o p le .  He s u g g e s te d  th e y  work to  in t e g r a t e  program s e v e n  
i f  t h e r e  i s  a s l ip p a g e  in  t im e . He a l s o  n o ted  th e  C it y  o f  C hign ik . 
has b e e n  w ork ing  on g e t t i n g  a new d o ck in g  f a c i l i t y  i n  C h ig n ik  and  
th a t  DOT h a s b een  r e s p o n s iv e  and h a s b een  w orking w ith  them  i n  t h i s  
e f f o r t .

MR. HAYDEN s a i d  in  d e v e lo p in g  th e  w in te r  sc h e d u le  th e y  t r i e d  t o  
i d e n t i f y  a l l  th e  com m unity n e e d s  and to  have th e  c o m m u n itie s  
u n d e rs ta n d  th e  o th e r  com m unity n e e d s . He s t r e s s e d  th e  n e e d  t o  k eep  
w orking t o g e t h e r  so  th a t  e v er y b o d y  u n d ersta n d s what t h o s e  f e e d in g  
pow ers a r e  in  th e  Tustem ena b e c a u se  i t  can o n ly  make s o  many p o r t  
c a l l s  in  a 7 -d a y  p e r io d .

There b e in g  no fu r th e r  w i t n e s s e s  t o  t e s t i f y ,  SENATOR TAYLOR s a i d  h e  
s t i l l  had s e v e r a l  q u e s t io n s  th a t  he would subm it in  w r i t in g  t o  Mr. 
Hayden. C on cern in g  th e  b a r  r em o v a l, he l i k e  to  s e e  th e  s u r v e y  t h a t  
was c o n d u c te d  on P r in c e  o f  W ales I s la n d , th e  one u s e d  a s  
j u s t i f i c a t i o n  f o r  p u l l in g  th e  b a r  o f f  th e  A urora, a s  w e l l  a s  a  
t a b u la t io n  o f  comments c a r d s  th e  sy stem  has b een  r e c e i v i n g  from  
p a s s e n g e r s  on th e  f e r r i e s  c o n c e r n in g  rem oving t h e  b a r s .  He 
r e i t e r a t e d  h i s  co n cern  t h a t  th e  sy stem  c a n ' t  g e t  t h e  w in t e r  
s c h e d u le s  o u t  in  a t im e ly  m anner.

SENATOR TAYLOR ask ed  i f  th e y  n o t  now moving forw ard  t o  c l o s e  th e  
bar on th e  C olum bia, i s  th e r e  any l ik e l ih o o d  th e y  can  be d is s u a d e d  
from  d o in g  t h a t  w ith  any o f  th e  o th e r  v e s s e l s  b e fo r e  th e  S ep tem b er  
15 d e a d l in e .  MR. HADEN s a i d  he a sk ed  th a t  same q u e s t io n  l a s t  w eek  
in  th e  c o n t e x t  o f  how d o e s  he d e a l  w ith  th e  o p e r a t io n  w i t h in  t h e  
r e v e n u e s  and th e  m onies th a t  he h a s  a v a i la b le  t o  him ; w h eth er  o r  
n o t t o  ch an ge  th a t  d e c i s io n ,  o r  w h eth er  or  n o t t o  c o n t in u e  forw ard  
w ith  th e  d e c i s i o n .  He s a id  h e  to o k  a n e u tr a l s ta n d , and he w as 
g iv e n  d i r e c t i o n  t o  c o n t in u e  w ith  th e  c lo s u r e  o f  th e  b a r s .  He added  
th a t  he w ould  p a s s  on th e  t a s k  f o r c e ' s  comments o n ce  a g a in .

SENATOR TAYLOR s a id  t h a t  i f  th e y  r e a l l y  want t o  l o s e  t h a t  incom e  
o u t o f  th e  b a r s , he c o u ld  p ro m ise  where he i s  g o in g  t o  ta k e  i t  t h e  
n e x t  l e g i s l a t i v e  s e s s io n ;  i t ' s  a l l  coming ou t o f  a d m in is t r a t io n .  
He s a id  i f  we a r e  g o in g  t o  s t a r t  f i r i n g  p e o p le  th a t  a r e  g e n e r a t in g  
an incom e t h a t ' s  k e e p in g  t h a t  f e r r y  ru n n in g , th e n  he i s  g o in g  t o  
s t a r t  f i r i n g  p e o p le  th a t  a r e  ta k in g  money t h a t ' s  n o t  k e e p in g  t h a t  
f e r r y  r u n n in g , t h a t ' s  t i e i n g  i t  up in  B e llin gh am  and o t h e r  p l a c e s .  
He s u g g e s t e d  Mr. Hayden ta k e  t h a t  one back up t o  C om m ission er  
P e r k in s , a s  w e l l  a s  s u g g e s t in g  th a t  maybe th e  c o m m iss io n e r  s h o u ld  
be a t  th e  n e x t  h e a r in g  to  e x p la in  t o  p e o p le  l i k e  Mr. B e n c a rd in o  and  
o t h e r s  how $10 m i l l i o n  g e t s  t r a n s f e r r e d  to  a n o th er  d i s t r i c t  w h ile  
a p r o j e c t  l i k e  th e  Seward dock  g o e s  down th e  d r a in .

T here b e in g  no f u r th e r  b u s in e s s  t o  come b e fo r e  th e  t a s k  f o r c e ,  t h e  
m ee tin g  was a d jo u rn ed .
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ACTION NARRATIVE 
TAPE 1, SIDE A 
Number 001

SENATOR TAYLOR, c h a ir in g  th e  m ee tin g  o f  th e  S e n a te  T ask F o rc e  o n  
th e  A la sk a  M arine Highway System  in  th e  S itk a  C e n te n n ia l  H a l l ,  
c a l l e d  th e  m e e tin g  t o  o r d e r  a t  a p p r o x im a te ly  4 :0 0  p .m .,  and n o te d  
th e  p r e s e n c e  o f  S e n a to r  T o r g er so n . He s t a t e d  th e  f i r s t  w i t n e s s  t o  
t e s t i f y  w ould  be Ms. Andrea B a rk ley  o f  K etch ik an  who was s ta n d in g  
by i n  C a l i f o r n ia  w a it in g  t o  a d d r e ss  th e  ta s k  f o r c e  v i a  lo n g  
d is t a n c e  t e le p h o n e . He th e n  a sk ed  Ms. B a r k le y  i f  sh e  c o u ld  r e l a t e  
th e  c u r r e n t  s t a t u s  o f  th e  b a r s  on th e  f l e e t .

Number 020

ANDREA BARKLEY s a id  a l l  o f  th e  b a r s  on th e  f l e e t ,  w i t h  t h e  
e x c e p t io n  o f  th e  bar on th e  C olum bia, a r e  c lo s e d .  B ar s e r v i c e  on  
th e  C olum bia h as b een  red u ced  t o  s i x  h o u rs o f  bar s e r v i c e  p e r  d a y , 
w h ich  sh e  th in k s  w i l l  l a s t  o n ly  f o r  th e  d u r a t io n  o f  th e  C o lu m b ia 's  
run t h a t  w i l l  be e n d in g  s h o r t l y .  There h as no been  com m itm ent f o r  
B e llin g h a m  b ar  s e r v i c e  f o r  w h ich ev er  s h ip  may p ic k  up t h a t  
B e llin g h a m  ru n .

SENATOR TAYLOR s a id  in  t a lk in g  w ith  S te p h a n ie  R a in w a ter , i t  was h i s  
u n d e r s ta n d in g  t h a t  a co m m ittee  w ith in  th e  e m p lo y ee s ' u n io n  had m et 
w ith  th e  A d m in is tr a t io n  and made recom m endations w here th e  b a r s  
c o u ld  be open  and t h a t  th e  number o f  th e  p o s i t i o n s  th e y  w ish e d  t o  
r ed u c e  c o u ld  be a c c o m p lish e d  by s h i f t i n g  and c h a n g in g  some j o b s  
w it h in  ea ch  o f  th e  v e s s e l s .  He th en  ask ed  Ms. B a r k le y  i f  s h e  c o u ld  
e la b o r a t e  on th o s e  recom m en d ation s.

MS. BARKLEY s a i d  s e v e r a l  m e e t in g s  to o k  p la c e  b etw een  e m p lo y ee s  from  
th e  v e s s e l s  and management p e r s o n n e l ,  and e x t e n s iv e  program s w ere  
s u g g e s t e d  and d i s c u s s e d  in  t r y in g  t o  come up w ith  a l t e r n a t e  
s o l u t i o n s  f o r  c u t t i n g  c o s t s  r a th e r  th a n  c l o s i n g  th e  b a r s .  A 
program  t h a t  was b ro u g h t forw ard  by em p lo y ees t h a t  w ou ld  h a v e  
a llo w e d  th e  A d m in is tr a t io n  t o  a c h ie v e  th e  c o s t  s a v in g s  on  t h e  
p e r s o n n e l  p o s i t i o n s  th a t  th e y  w ere lo o k in g  f o r  w ith o u t  h a v in g  t o
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e l im in a te  th e  a c t u a l  b ar s e r v i c e .  H ow ever, a lth o u g h  t h e s e  
s u g g e s t io n s  w ere o f f e r e d ,  i t  d id  n o t seem  t o  be a c c e p t a b le  and  t h e  
b ars w ere sum m arily  c lo s e d .

SENATOR TAYLOR a sk e d  i f  th e  c lo s u r e  o f  th e  b a r s  a c t u a l l y  m eans t h e  
e l im in a t io n  o f  any j o b s  in  th e  f l e e t .  MS. BARKLEY r esp o n d ed  t h a t  
w ith  th e  b a r te n d e r  p o s i t i o n s  e l im in a t e d ,  th e y  w i l l  h ave  t o  b e  
a s s im i la t e d  i n t o  o t h e r s  p o s i t i o n s  on th e  f e r r i e s .  W ith  t h e  
e l im in a t io n  o f  t h e s e  p o s i t i o n s ,  sh e  th in k s  t h a t  i t  w i l l  w ork i t s  
way down t o  a b o t t o m - l in e  e l im in a t io n  o f  s e v e r a l  em p lo y ees  a t  t h e  
v e r y  b o ttom  end o f  th e  s c a l e .  However, i t  w o n 't  b e  t h e  m ost  
e x p e n s iv e  e m p lo y e e s , i t  w i l l  be th e  l e a s t  e x p e n s iv e  e m p lo y e e s  and  
s e a s o n a l  p e o p le  a t  th e  v e r y  b ottom .

SENATOR TAYLOR commented th a t  by c l o s i n g  th e  b a r s  t h e  same 
em p loyees w i l l  s t i l l  be on th e  f e r r i e s  a t  b a s i c a l l y  th e  sam e w age  
s c a le  b u t j u s t  s h i f t e d  to  o th e r  d u t i e s ,  and th e  p e o p le  t h a t  w i l l  
a c t u a l ly  be l e t  g o  w i l l  be th o s e  t h a t  a r e  p r o b a b ly  T ie r  I I  
em p loyees w ith  lo w e r  b e n e f i t  p a c k a g e s , e t c . ,  and  t h a t  w i l l  r e q u ir e  
an e v en  g r e a t e r  l o s s  o f  em p loyees th a n  th e  19 b a r te n d e r  p o s i t i o n s  
th a t  th e y  s a id  w ou ld  b e  r e d u c t io n s .  MS. BARKLEY s a id  sh e  t h in k s  
th ey  w ere e s t im a t in g  i t  would be 9 perm anent b a r te n d e r  p o s i t i o n s ,  
n ot 1 9 , b u t sh e  a g r e e d  th a t  i t  w i l l  r e s u l t  in  a  domino e f f e c t ,  and  
i t  w i l l  r e s u l t  in  th e  e l im in a t io n  o f  th e  l e s s e r  em p lo y ees a n d  more 
than  th e  a c tu a l  number o f  b a r ten d e r  p o s i t i o n s .

Number 090

SENATOR TAYLOR r e f e r r e d  to  co rresp o n d en ce  Ms. B a r k le y  had s e n t  t o  
th e  t a s k  f o r c e  in  w h ich  sh e  r a i s e d  some c o n c e r n s  ab ou t s c h e d u l in g  
on th e  M atanuska, M alasp in a  and Taku, and he a sk ed  i f  s h e  w ou ld  
a d d re ss  th o s e  c o n c e r n s .  MS. BARKLEY s a id  th e y  had an e x tr e m e ly  
d i f f i c u l t  y e a r  on th e  M atanuska, and th e  M alasp in a  d id  a s  w e l l .  
Every m ajor p o r t  th e  M atanuska had t h i s  summer was a n ig h t  p o r t  and  
o n ly  W ran gell and P e te rsb u r g  were d ay  p o r t s .  They w ere  
d isem b a rk in g  p a s s e n g e r s  in  K etch ik an  a t  4 :1 5  a .m .,  and t h e y  w ere  
o f t e n  a r r iv in g  in  S i t k a  and Skagway a t  1 :0 0  a .m . She s a i d  t h e  
s c h e d u lin g  was v e r y  d e tr im e n ta l  t o  t h e i r  s e r v i c e s ,  e s p e c i a l l y  f o r  
th e  b a r . T here w ere many t im e s  when th e  b u s in e s s  c o u ld  b e  t h e r e ,  
but th e y  w ere j u s t  n o t  open b e c a u se  o f  th e  o f f - s c h e d u l i n g ,  o r  t h e y  
were s c h e d u le d  i n t o  p o r t  f o r  lo n g  p e r io d s .  On s e v e r a l  o c c a s io n s  
th e  M atanuska a r r iv e d  in  P r in c e  R upert a t  1 1 :3 0  a .m . and d i d n ' t  
le a v e  u n t i l  5 :0 0  p .m .,  and th e  b ar  was n o t a llo w e d  t o  b e  o p en  w h ile  
in  p o r t .  The s c h e d u l in g  was d e tr im e n ta l  f o r  th e  fo o d  s e r v i c e  a s  
w e l l .

SENATOR TAYLOR a sk e d  i f  sh e  e v e r  r e c e iv e d  any e x p la n a t io n  on  why  
th e y  en d ed  up w ith  t h a t  k ind  o f  a  s c h e d u le .  MS. BARKLEY r esp o n d e d  
th a t  th e y  had t h i s  same problem  th e  summer b e f o r e ,  and sh e  sp o k e  t o  
many p e o p le  who sh e  th o u g h t w ould  be i n  a p o s i t i o n  t o  g i v e  h e r  som e 
i n s ig h t  i n t o  why th e y  w ere on t h i s  s c h e d u l in g ,  b u t nobody w as e v e r  
a b le  t o  g i v e  h e r  o r  anyone e l s e  an e x p la n a t io n  a s  t o  w h at t h e
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s c h e d u lin g  was a l l  a b o u t . She added th e r e  w ere many t im e s  when  
p e o p le  t o ld  h er  th e y  w ou ld  have l i k e d  t o  h ave  ta k e n  th e  f e r r y ,  b u t  
th e y  d id n ' t  l i k e  th e  1 :0 0  a.m . d e p a r tu r e , o r  th e y  d id n ' t  want t o  
have to  d isem b ark  a t  4 :0 0  a .m .,  so  th e y  w ould make o t h e r
arran gem en ts b e c a u se  th e  s c h e d u lin g  w a s n 't  c o n d u c iv e  t o  t h e i r  
p la n s .

SENATOR TAYLOR n o te d  h e  c o u ld  r e c a l l  t im e s  d u r in g  th e  summer m onths  
when one f e r r y  w ou ld  a r r iv e  in  p o r t  and a n o th e r  f e r r y  w ould h a v e  t o  
w a it  f o r  t h a t  s h ip  t o  lo a d  b e f o r e  i t  c o u ld  dock , and a s  a  
co n se q u en ce , th e  s h ip  i n  th e  le a d  was c a r r y in g  good  h eavy  l o a d s ,  
w h ile  th e  s h ip  r u n n in g  b eh in d  i t  was ru n n in g  h a l f  empty a l l  summer 
lo n g  b e c a u se  o f  th e  way th e  s c h e d u le  had b een  a r r a n g ed . MS. 
BARKLEY s a id  sh e  h a s  b een  w orking f o r  th e  A la sk a  M arine H ighw ay  
System  fo r  18 y e a r s ,  and sh e  h as n e v e r  s e e n  s c h e d u lin g  a s  bad a s  i t  
h as b een  f o r  th e  l a s t  tw o y e a r s .  She a l s o  n o te d  th a t  d u r in g  t h e  
e a r ly  p a r t  o f  t h i s  p a s t  summer th e  Colum bia was o n ly  about an h o u r  
b eh in d  th e  M atanuska g o in g  northb oun d , so  th e  M atanuska was p ic k in g  
up th e  m oderate s m a ll  lo a d s  and th e  Colum bia was b a s i c a l l y  p ic k in g  
up n o th in g . T here w ere  s e v e r a l  in c id e n c e  w here th e r e  th r e e  v e s s e l s  
bunched up a t  th e  sam e p o r t .

SENATOR TAYLOR th a n k ed  Ms. B a r k ley  f o r  h e r  p a r t i c i p a t i o n  and f o r  
su p p ly in g  th e  t a s k  f o r c e  w ith  a l l  th e  in fo r m a t io n . He added t h a t  
he o n ly  w ish ed  many o t h e r  members o f  th e  f l e e t  w ould have don e t h e  
same th in g , b e c a u se  th e  o n ly  o n e s  th a t  a re  k e e p in g  t h i s  sy s te m
ru n n in g  are  th o s e  p e o p le  o u t on th e  f l e e t .  He s a id  he h as made th e
same ty p e s  o f  i n q u i r i e s  c o n c e r n in g  s c h e d u lin g  and he g e t s  th e  same 
s tr a n g e  a n sw ers w h ich  n e v e r  seem t o  r e s o lv e  th e  i s s u e ,  and a s  we 
w atch  i t ,  s e r v i c e  f u r t h e r  d im in is h e s  ea ch  y e a r .

Number 185

SENATOR TAYLOR th e n  s t a t e d  th e  ta s k  f o r c e  w ould  ta k e  te s t im o n y  from  
w it n e s s e s  w a it in g  t o  t e s t i f y  in  S i t k a .

JOE ASHBY o f  S i t k a  s t a t e d  th a t  h i s  o n ly  r e q u e s t  was t h a t  t h e  
f e r r i e s  c o n t in u e  t o  b e  f u l l y  funded in t o  S itk a  b e c a u se  th e y  a r e  t h e
com m u n ity 's l i f e b l o o d  a s  f a r  a s  f r e i g h t  g o e s .

SENATOR TAYLOR th a n k e d  Mr. Ashby f o r  h i s  comment, and he t o l d  h im  
th a t  i f  he w ish e d  t o  make any a d d i t io n a l  com m ents, t o  p l e a s e  su b m it  
them b e c a u se  th e  r e c o r d  o f  th e  t a s k  f o r c e  w ou ld  be k ep t open  u n t i l  
a r e p o r t  i s  r e n d e r e d  t o  th e  L e g is la t u r e  i n  Jan u ary . He a l s o  
p o in te d  o u t  t h a t  i t  was n o t th e  L e g is la t u r e  t h a t  u n d erfu n d ed  t h e  
sy s te m , in  f a c t ,  g e n e r a l  fu n d in g  w ent up o v e r  $ 2 0 ,0 0 0 , b u t  t h e  
A la sk a  M arine H ighw ay System  fund went up ab ou t $ 3 .9  m i l l i o n .  The 
L e g is la t u r e  d id  make c u t s  in  th e  D epartm ent o f  A d m in is tr a t io n , and  
th e  A d m in is tr a t io n  c h o s e  r a th e r  th a n  t o  r ed u c e  th e  D epartm ent o f  
A d m in is tr a t io n  a t  a l l  t o  p a r c e l  th e  c u t s  o u t among v a r io u s  
d e p a r tm en ts . The M arine Highway System  was h i t  w ith  a v e r y  la r g e  
in c r e a s e  in  a d m in is t r a t iv e  c o s t s ,  a s  w e l l  a s u b s t a n t ia l  in c r e a s e  b y
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th e  D iv i s io n  o f  R isk  Management f o r  i t s  s e l f - i n s u r a n c e ,  a l l  o f  
w hich  w iped  o u t th e  in c r e a s e d  fu n d in g  th a t  had b e e n  p r o v id e d  by t h e  
L e g is la t u r e .

MR. ASHBY s a id  he h a s h ea rd  s e v e r a l  p e o p le  s a y  t h a t  th e  s y s te m  
sh o u ld  be put o u t t o  b id  t o  be o p e r a te d  by p r i v a t e  e n t e r p r i s e  l i k e  
W ashington S ta te  h a s  done and p r a c t i c a l l y  a l l  o f  th e  e a s te r n ,  
sea b o a rd  has d on e. SENATOR TAYLOR s a id  i t  w as s u g g e s te d  t o  t h e  
A d m in is tr a t io n  t h a t  i f  t h e y  w ere so  a n x io u s  t o  c l o s e  a l l  th e  b a r s  
on th e  f e r r i e s ,  why n o t  l e t  th e  b a r te n d e r s  th e m s e lv e s  c o n t in u e  t o  
be members o f  IBU, e t c . ,  and g iv e  them th e  o p p o r t u n it y  t o  c o n t r a c t  
o u t th o s e  b a r s , run them  l i k e  in d ep en d en t b u s i n e s s e s ,  and th e n  p a y  
th e  s t a t e  o u t o f  th e  p r o f i t s  t h a t  th e y  w ou ld  m ake. He s a i d  t h e  
A d m in is tr a t io n  sum m arily  r e j e c t e d  th e  s u g g e s t io n ,  and h e added t h a t  
th e r e  i s  a b s o lu t e ly  no rev en u e  g e n e r a t in g  a c t i v i t y  t h a t  i s  
r e p la c in g  th o s e  b a r s .

Number 255

SENATOR TAYLOR s t a t e d  th e  t a s k  fo r c e  w ould  b e g in  ta k in g  t e s t im o n y
from  w it n e s s e s  w a i t in g  t o  t e s t i f y  in  K e tc h ik a n .

MS. STEPHANIE RAINWATER, a seco n d  stew a rd  on th e  A la sk a  M arine  
Highway System , s t a t e d  sh e  i s  a l s o  chairm an o f  IB U 's Management & 
Labor A d v iso ry  B oard, and th e y  have b een  m e e t in g  w ith  th e  s t a t e  
s in c e  June 4 th  in  an a tte m p t to  keep th e  b a r s  o p en  o r  ev en  p u t them  
on a s e a s o n a l  b a s i s .  They took  non rev en u e  jo b  v e r s u s  th e  r e v e n u e  
jo b s  and were a b le  t o  come up w ith  th e  sam e num bers w here t h e y  
w ould be s a v in g  m oney. She s a i d  in  t a lk in g  w it h  B renda M arkley and  
B ruce Cummings, th e y  a g r e e d  th a t  t h i s  i s  th e  same amount o f  m oney  
s o  why n o t  keep  t h e  b a r s  open  and e l im in a t e  t h e  non rev e n u e  j o b s .  
She s a i d  sh e  th in k s  th e  b a r s  b e in g  c lo s e d  i s  a p o l i t i c a l  d e c i s i o n  
th a t  C om m issioner P e r k in s  i s  in v o lv e d  in  and n o t  an eco n o m ic
d e c i s io n .  She a l s o  p o in t e d  o u t th a t  s i n c e  t h e  b a r s  have b e e n  
c lo s e d ,  th o s e  a r e a s  a r e  n o t b e in g  u sed  i n  an y  r e v e n u e  g e n e r a t in g  
way.

Ms. R a in w ater  in fo rm ed  th e  t a s k  f o r c e  t h a t  th e  Management & L abor  
A d v iso r y  Board h a s  a l s o  been  d i s c u s s in g  what t o  do w ith  t h e
M alasp in a  and th e  j o b s  t h a t  w i l l  be l o s t  when i t  i s  r e t i r e d  from  
th e  f l e e t ,  a s  w e l l  a s  some id e a s  about com in g up w ith  a day  b o a t..

Ms. R ain w ater  a l s o  sp ok e  to  c u t s  in  s e r v i c e  t o  co m m u n ities  i n  
S o u th e a s t  A la sk a  and th e  e f f e c t  i t  h as had on  t r a v e l  f o r  s c h o o l  
a c t i v i t i e s .

Ms. R a in w ater  s a id  sh e  t h in k s  t h a t  c o n s id e r a t io n  s h o u ld  b e  g iv e n  t o  
r e o p e n in g  th e  b a r s  on  a s e a s o n a l  b a s i s  and th e n  s e e  what c a n  b e  
done t o  g e t  them  b a c k  i n t o  ru n n in g  o r d e r  on  a  p r o f i t a b l e  y e a r -r o u n d  
b a s i s .
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She s u g g e s te d  th e  ta s k  f o r c e  sh o u ld  be ta k in g  a lo o k  a t  e x a c t ly -  
what moves would be good  f o r  th e  p u b lic  a s f a r  a s  s e r v i c e ,  and  
ta k in g  a lo o k  a t  who i s  ru n n in g  t h i s  sy stem , w here i t  i s  g o in g  t o  
g o , how much money i s  g o in g  t o  be c u t ou t o f  i t s  b u d g e t e a ch  y e a r ,  
e t c .

SENATOR TORGERSON s a id  t h a t  many o f  th e  th in g s  t h a t  Ms. R a in w ater  
b rou gh t up i s  what th e  t a s k  f o r c e  has been  d e a l in g  w ith  in  t r y in g  
t o  d e te r m in e  v;hat k in d  o f  an approach t o  recommend t o  th e  
L e g is la t u r e  and th e  A d m in is tr a t io n . He comm ented th a t  th e  
in fo r m a tio n  i s  n o t f r e e  f lo w in g  betw een  a l l  th e  g r o u p s  in v o lv e d ,  s o  
i t  i s  d i f f i c u l t  f o r  th e  t a s k  fo r c e  t o  make up any k in d  o f  
recom m en d ation s. Many o f  th e  problem s sh e sp o k e  t o  h ave  b een  
p la c e d  t o  th e  A d m in is tr a t io n  f o r  an sw ers, b u t m ost o f  t h o s e  
q u e s t io n s  a r e  s t i l l  unansw ered .

SENATOR TAYLOR a l s o  sp ok e t o  th e  f r u s t r a t io n s  o f  t r y in g  t o  g e t  
in fo r m a tio n  and answ ers from  th e  A d m in is tr a t io n , b u t he s a id  he and 
th e  o th e r  members o f  ta s k  f o r c e  in te n d  to  f o l lo w  th ro u g h  w ith  t h i s  
e f f o r t  and have a f u l l  -b low n  d i s c u s s io n  o f  th e  p u r p o se , th e  o b j e c t  
and th e  r e a so n  fo r  m a in ta in in g  th e  sy stem , and how we can  b e s t  do  
th a t  t o  p r o v id e  s e r v ic e  to  A la sk a n s .

Number 696

PETE HALLGREN, Mayor o f  S i t k a ,  s a id  ov er  th e  y e a r s  S i t k a  h as s e e n  
r e d u c t io n s  in  f e r r y  s e r v i c e .  He s a id  th e  C it y  o f  S i t k a  sp en d s a  
f a i r  amount o f  money t r y in g  t o  a t t r a c t  in d e p e n d e n t t r a v e l e r s  t o  
S itk a  d u r in g  th e  summer m onths, and th e y  have fo u n d  th a t  b a s i c a l l y  
th e  c i t i e s  on th e  m a in lin e  f e r r y  system  g e t  a much b e t t e r  r e tu r n  
th an  th e y  d o . Many p e o p le  who t r a v e l  in  m otor hom es f in d  t h a t  th e y  
have t o  s t a y  o v e r  to o  lo n g  i n  th e  c i t y  so  th e y  d o n 't  s t o p  t h e r e .

Mayor H a llg r e n  p o in te d  o u t th a t  th e  M arine H ighway S ystem  t i e s  i n  
w ith  th e  road  highw ay sy s te m , and th a t  th e r e  a r e  c h a n g e s  th a t  c o u ld  
be made t o  th e  road highw ay sy s te m  w hich w ould g r e a t l y  b e n e f i t  th e  
M arine Highway System  and S i t k a .  In p a r t i c u la r ,  S i t k a  h a s been  
i n v e s t i g a t i n g  a road t o  B aranof Warm S p rin g s on  th e  o t h e r  s id e  o f  
th e  i s l a n d .  I f  t h i s  road  w ere t o  be put in ,  i t  w ou ld  p r o v id e  n o t  
o n ly  more and l e s s  e x p e n s iv e  f e r r y  s e r v ic e  and b e t t e r  f r e ig h c  
s e r v i c e ,  i t  would p r o v id e  an e l e c t r i c a l  i n t e r t i e  c o r r id o r  f o r  
s o u t h e a s t  a s  w e l l .

TAPE ONE, SIDE B 
Number 025

T here was b r i e f  d i s c u s s io n  on th e  f a c t  th a t  th e  A d m in is tr a t io n  h a s  
come up w ith  n in e  o p t io n s  f o r  th e  M alasp in a , b u t  b e f o r e  com ing up  
w ith  t h e s e  o p t io n s ,  th e r e  was no c o n ta c t  w ith  th e  L e g is la t u r e  o r  
th e  d ep en d en t com m u n ities and th e  p e o p le  who m ust r e l y  upon th e  
s e r v i c e  t o  c o n s u lt  w ith  them and fo rm u la te  th e  o p t io n s  b a se d  o n  
what was n eed ed  by th e  co m m u n ities .
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SENATOR TAYLOR n o te d  th a t  d u r in g  th e  r e c e n t  S o u th e a s t  C o n fer en ce  he  
met w ith  C om m issioner P e r k in s  who t o l d  him i t  w a s n 't  h i s  d e c i s i o n  
t o  ta k e  th e  b a r s  o f f  o f  th e  f e r r i e s ,  th a t  i t  was an  i n t e r n a l  
d e c i s io n .

Number 065

LEIF JENXINSON o f  K etch ik an  r e l a t e d  th a t  when th e  e x e c u t iv e  
com m ittee  o f  th e  A lask a  R eg ion  o f  th e  In la n d  B o a tm en 's  U n ion  w ent  
t o  Juneau  l a s t  January, th e  G overnor and h i s  c h i e f  o f  s t a f f  t o l d  
them th e y  had two c h o ic e s  f o r  th e  M alasp in a: i t  c o u ld  b e  s o l d  o r
i t  c o u ld  u s e d  a s  a day b o a t b e tw een  Juneau and th e  H a in es-S k a g w a y  
ru n . A t th e  l a s t  Labor & Management A d v iso ry  Board m e e t in g , t h e y  
w ere t o l d  a t h i r d  c h o ic e  was added w h ich  was to  u s e  i t  a s  a s h u t t l e  
b etw een  K etch ik a n  and B e llin g h a m , b u t th a t  th e  d ep a r tm en t had  made 
th e  d e c i s i o n  th a t  th e y  w ould n o t  spend th e  $10 m i l l i o n  on  th e  
n eed ed  r e p a ir s  to  th e  s h ip .  He p o in te d  o u t t h a t  t h e  new v e s s e l  
w i l l  n o t  b e  a rep la cem en t f o r  th e  M alasp in a  s in c e  i t  h a s  a w h ole  
d i f f e r e n t  m is s io n  and w i l l  n o t  b e  i n  S o u th e a st  A la sk a  th e  e n t i r e  
y e a r .

Mr. J e n k in s o n , a d d r e s s in g  th e  b a r  i s s u e ,  s a id  i t ' s  v e r y  d i f f i c u l t  
f o r  th e  b a r  on th e  Taku t o  make a p r o f i t  in  th e  m onth o f  J u ly  when 
i t  makes s e v e r a l  s a i l i n g s  w ith  l e s s  than  60 p e o p le  a b oard  b e c a u se  
th e  com p u ter  r e s e r v a t io n  sy s te m  s a id  i t  was f u l l  and tu r n e d  p e o p le  
away. He s a i d  fo r  te n  y e a r s  w e 'v e  lo o k e d  in  a b s o lu t e  awe a t  some 
o f  th e  m essu p s w ith  th e  r e s e r v a t io n  sy stem  and th e  amount o f  
t r a f f i c  and money th a t  h as b e e n  tu rn ed  away, so  he i s  s k e p t i c a l  
when th e y  k eep  t a lk in g  abou t how th e y  a r e  g o in g  t o  u p grad e  th e  
r e s e r v a t i o n  sy stem .

Mr. J e n k in s o n  made r e f e r e n c e  t o  a document e n t i t l e d  "The AMHS 
B u d geted  P o s i t i o n  Com parison F i s c a l  Year '85  v e r s u s  F i s c a l  Y ear  
'9 7 ,"  w h ich  s t a t e s  th a t  th e r e  have been  no v e s s e l  p o s i t i o n s  l o s t .  
He q u e s t io n e d  where th e y  came up w ith  th o s e  num bers b e c a u se  h e  c a n  
name th e  p o s i t i o n s  th a t  have b een  l o s t .

SENATOR TAYLOR in t e r j e c t e d  th a t  he h as r a i s e d  th a t  sam e p o in t  a t  
b o th  t a s k  f o r c e  m ee tin g s  - -  t h a t  th e r e  a r e  few er  e m p lo y e e s  o u t  on  
th e  v e s s e l s  th an  th e r e  w ere 10 y e a r s  ago .

R e tu r n in g  t o  th e  b ar  i s s u e ,  Mr. J e n k in so n  s a id  th e  b a r te n d e r s  who 
w orked on  th e  f e r r i e s  r e a l l y  f e l t  t h a t  th e r e  was a  l o t  t h a t  c o u ld  
be done t o  change th e  rev en u e  p i c t u r e ,  b u t e v e r y o n e  who h a s  b e e n  
w ork in g  s o  h ard  on t r y in g  t o  r e s o l v e  t h i s  i s s u e  h a s  b e e n  t o l d  th a t  
th e  A d m in is tr a t io n  d o e s n 't  w ant t o  h ear  t h e i r  i d e a s  f o r  r e v e n u e  
enhan cem en t and th e y  d o n 't  want to  h e a r  t h e i r  id e a s  f o r  c o s t  
c u t t i n g .  He s a i d  a l l  o f  t h i s  i s  d e p r e s s in g  t o  h e a r , and t h e  m o ra le  
i n  th e  f l e e t  h as b een  bad en ou gh .

N u m b e r  175
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SENATOR TAYLOR th an k ed  Mr. J e n k in so n  f o r  h i s  com m ents, and s a i d  
th a t  e v er y o n e  s h a r e s  th e  same c o n c e r n , and th a t  i s  a c o n c e r n  t h a t  
t h i s  f e r r y  sy s te m  s u r v iv e  and t h r iv e  i n  th e  fu tu r e .

Number 225

GARY HAYDEN, S ystem  D ir e c to r ,  A la sk a  M arine H ighway S y s te m , 
t e s t i f y i n g  from  Juneau , 3 a id  s in c e  th e  l a s t  m eetin g  o f  th e  t a s k  
f o r c e ,  th e  M a la sp in a  i s s u e  a s t o  what hap pens t o  i t  h a s  come o u t  i n  
th e  p u b l ic  a ren a  a s  a need  to  make a d e c i s io n .  In  1 9 9 7 , t h e r e  i s  
new s e t  o f  r e q u ir e m e n ts  th a t  k ic k  in  t h a t  w i l l  d i c t a t e  t h a t  t h e  
sy stem  in  th e  s t a t e  make a d e c i s io n  abou t th e  M a la sp in a . T h ere  i s  
s e t  o f  f i r e  s a f e t y  r e g u la t io n s ,  and i t  w ould  c o s t  a p p r o x im a te ly  $5  
m il l i o n  t o  do th e  work t o  up grade t o  m eet th e s e  r e g u l a t i o n s .  He 
s a id  th e y  d o n 't  h ave  th a t  money in  t h i s  y e a r ' s  program  s o  now i s  
th e  tim e t o  h ave  th e  p u b lic  in p u t  on what to  do w ith  th e  M a la s p in a .

Mr. Hayden s a i d  a c o u p le  o f  t h in g s  have been s a i d  i n  o t h e r  
te s t im o n y  th a t  h e  b e l i e v e s  a r e  i n c o r r e c t .  D uring h i s  p r e s e n t a t io n  
a t  th e  S o u th e a s t  C o n feren ce , th e  C om m issioner c l e a r l y  s a i d  t h a t  th e  
d e c is io n  a s  t o  what t o  do w ith  th e  M alasp in a  has n o t b een  m ade. He 
a l s o  s a id  th e  dep artm en t w ould  be w ork in g  w ith  members o f  th e  
S o u th e a s t  C o n fer en ce  ov er  th e  n e x t  s e v e r a l  months t o  b r in g  t h e  
d e c i s io n  t o  th e  t a b le  fo r  a p u b l ic  d i s c u s s i o n .  A m e e tin g  w ith  t h e  
T r a n sp o r ta t io n  C om m ittee o f  th e  S o u th e a s t  C on feren ce i s  g o in g  t o  b e  
h e ld  d u r in g  th e  month o f  Novem ber.

Mr. Hayden he s a i d  th e y  have a g o t  a y e a r  t o  make t h i s  d e c i s i o n ,  
and, a t  t h i s  p o i n t ,  he th in k s  th e r e  a r e  s e v e r a l  o p t io n s .  Some o f  
th e  o p t io n s  o u t l i n e d  by Mr Hayden w ere:

(1) The M a la sp in a  c o u ld  be r e d e p lo y e d  t o  th e  B e llin g h a m  ru n , w h ic h  
w ould mean t h e r e  w ould be two v e s s e l s  ru n n in g  ou t o f  th e  s o u th e r n  
p o r t .

(2) The M a la sp in a  c o u ld  be r e d e p lo y e d  to  run up Lynn C anal a s  a  
day b o a t .

(3) The M a la sp in a  c o u ld  be s o l d  and th e  ocean  c l a s s  v e s s e l  c o u ld  
be run o u t  o f  P r in c e  R u p ert. He n o te d  th a t  s e l l i n g  th e  M a la sp in a  
o p t io n  was d i s c u s s e d  as p a r t  o f  th e  1991 m aster  p la n .

(4) The M a la sp in a  c o u ld  be upgraded  t o  m eet th e  r e q u ir e m e n ts  and  
have i t  rem ain  on  th e  P r in ce  R upert run and have th e  new v e s s e l  ru n  
on th e  B e llin g h a m  run w ith  th e  C olum bia.

Mr. Hayden s a i d  th e y  a re  c u r r e n t ly  t r y in g  t o  g e t  t h e  num bers 
t o g e t h e r  f o r  p e o p le  t o  lo o k  a t  and t o  u n d ersta n d  th e  c o s t  o f  e a c h  
one o f  th o s e  o p t io n s .  They a r e  a l s o  d o in g  a v e s s e l  c o n d i t i o n  
su r v e y  on th e  M a la sp in a , a s  w e l l  a s  an a p p r a is a l  o f  th e  v e s s e l ,  and  
th e y  w i l l  th e n  d e v e lo p  e s t im a t e s  a s  t o  what th e  c a p i t a l  c o s t  o f  
each  one o f  t h o s e  a l t e r n a t i v e s  i s .  A b r e a k -e v e n  c o s t  a n a l y s i s  w i l l
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be done t o  d e ter m in e  what th e  a d d it io n a l  t r a f f i c  demand w ou ld  b e  t o  
g e n e r a te  th e  rev e n u e  in  o rd er  f o r  th e  s t a t e  t o  a f f o r d  to  ru n  t h e  
M alasp in a  as th e  n in t h  v e s s e l  w ith  no a d d i t io n a l  c o s t  t o  th e  s t a t e ,  
o r , i f  i t  was run a s  a n in th  v e s s e l  and i t  r e q u ir e d  a d d i t io n a l  
s u b s id y , what amount w ould  be r e q u ir e d  t o  run i t .  A f l e e t - w i d e  
r ep la c em e n t a n a l y s i s  i s  a l s o  b e in g  d e v e lo p e d  so  t h a t  t h e r e  i s  an  
u n d e r s ta n d in g  o f  what th e  c o s t s  down th e  road  a r e  f o r  b r in g in g  
r e p la c e m e n ts  on l i n e .  He s a id  t h e s e  docum ents w i l l  b e  r e a d y  f o r  
th e  ta s k  f o r c e  b y  th e  tim e  i t  g e t s  t o  Juneau f o r  t h e  n e x t  
l e g i s l a t i v e  s e s s i o n .

Mr. Hayden r e i t e r a t e d  th a t  th e r e  h a s b een  no d e c i s io n  t o  s e l l  t h e  
M alasp in a  a lth o u g h  i t  may have b een  r e p o r te d  th a t  w ay.

Number 300

SENATOR TORGERSON a sk ed  Mr. Hayden i f  i t  w ould  ta k e  l e g i s l a t i v e  
a p p ro v a l to  s e l l  th a t  b ig  an a s s e t  o f  t h e  M arine H ighway S y stem , 
and MR. HAYDEN resp o n d ed  th a t  i t  w ould n o t ,  b u t he added t h a t  t h e y  
d o n 't  s e e  th e m s e lv e s  m aking t h i s  d e c i s io n  i n  th e  vacuum w ith o u t  
h a v in g  a d i s c u s s i o n  w ith  th e  L e g is la t u r e  a s  t o  what h ap pens t o  t h e  
M a la sp in a . He a l s o  c l a r i f i e d  f o r  S e n a to r  T o rg erso n  t h a t  a p r e v io u s  
a p p r a is a l  o f  th e  M alasp in a  was $3 m i l l i o n ,  and i t  was h i s  h op e t h a t  
i f  th e  v e s s e l  w ere s o ld ,  th e  money w ould  go  in t o  th e  v e s s e l  
r ep la c em e n t fu n d , but he d o e s  n o t have a l e g a l  o p in io n  a t  t h i s  
p o in t  and th a t  w i l l  be p a r t o f  th e  p ack age  a s  t o  what hap p en s t o  
th o s e  r e v e n u e s . He a l s o  s a id  th e y  need  to  make th e  d e c i s i o n  i n  
t im e  to  w r i t e  th e  s c h e d u le  f o r  n e x t w in te r .

SENATOR TAYLOR s a id  under th e  s c h e d u lin g  sy s tem  th e  LaC onte w as 
su p p o sed  t o  o p e r a te  u n t i l  Septem ber 11 , b u t u n der a c o n t r a c t  l e t  b y  
th e  d ep artm en t i s  was su p p o sed  t o  go  i n t o  th e  sh ip y a r d  on  S ep tem b er  
1, b u t th a t  Mr. Hayden a ssu r e d  him th a t  i t  w ould  c o n t in u e  i t s  r u n  
a s  o p p osed  t o  g o in g  t o  th e  sh ip y a r d . He a sk ed  Mr. Hayden i f  h e  h a s  
any id e a  a t  t h i s  p o in t  how much th a t  one m is ta k e  on th e  p a r t  o f  
t h e i r  c e n t r a l  o f f i c e  a d m in is tr a to r s  c o s t  th e  s t a t e .  MR. HAYDEN 
resp o n d ed  th a t  he was n o t aware th a t  i t  was g o in g  t o  c o s t  a n y th in g .

Number 360

SENATOR TORGERSON a sk ed  Mr. Hayden i f  he h a s  b een  in v o lv e d  i n  t h e  
n e g o t i a t io n s  f o r  a new sy stem  th a t  may b e  e s t a b l i s h e d  b y  e i t h e r  
l o c a l  g overn m en ts o r  p r iv a t e  e n t e r p r i s e s  b etw een  a c o u p le  o f  
com m u n ities  i n  S o u th e a s te r n  A la sk a . MR. HAYDEN ack n ow led ged  t h a t  
he h a s  b een  in v o lv e d  i n  th o s e  d i s c u s s i o n s .  DOT h a s fu n d ed  t h e  C i t y  
o f  C r a ig  c l o s e  t o  $ 3 0 0 ,0 0 0  f o r  two d i f f e r e n t  s t u d i e s .  SENATOR 
TORGERSON a sk ed  w hat th e  im pact o f  so m eth in g  l i k e  t h i s  w ou ld  b e  t o  
th e  M arine H ighway S ystem . MR. HAYDEN resp o n d ed  t h a t  an  a n a l y s i s  
on t h a t  h a s n ' t  b e e n  d on e. He added th a t  a t  one end o f  t h e  e x tr e m e ,  
i f  th e  Aurora was no lo n g e r  on  t h a t  run and i t  was n o t  n e e d e d  t o  
p r o v id e  s e r v i c e  anyw here w ith in  th e  sy s te m , i t  w ou ld  s a v e  $ 2 .5
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m i l l i o n .  The n e x t  q u e s t io n  i s  w h eth er  i t  c o u ld  be d e p lo y e d  
som ewhere e l s e  and g e n e r a te  enough money t o  overcom e t h a t  $ 2 .5  
m i l l i o n .  He s a id  he w ould  sen d  S en a to r  T o r g er so n  in fo r m a tio n  o n  
what th e  o th e r  o p t io n s  a r e  f o r  r e d e p lo y in g  th e  A urora. SENATOR 
TORGERSON s a id  he w ou ld  be more i n t e r e s t e d  in  in fo r m a tio n  i n  
r e s p e c t  t o  an o v e r a l l  p la n  on what happens t o  th e  M alasp in a  and t h e  
new f e r r y  com ing on  l i n e  and even  th e  p o s s i b l e  s a l e  o f  a n o th e r  
f e r r y .

SENATOR TORGERSON a sk e d  Mr. Hayden th e  s t a t u s  o f  a  l i s t  o f  
q u e s t io n s  th a t  had b een  su b m itted  t o  him  b y  th e  ta s k  f o r c e .  MR. 
HAYDEN resp o n d ed  t h a t  h e  g ave  answ ers t o  e a r l i e r  q u e s t io n s  a t  t h e  
m e e tin g  i n  Seward, b u t t h a t  he had n o t  r e c e iv e d  any  f u r t h e r  
q u e s t io n s .  JOE AMBROSE added t h a t  e v e r y th in g  th a t  was r e la y e d  t o  
th e  K etch ik a n  o f f i c e  was r e la y e d  to  Mr. H ayd en 's o f f i c e ,  b u t  h e  
s a id  h e  w ould  sen d  them  a g a in .

Number 490

SENATOR TORGERSON in q u ir e d  a s t o  th e  s t a t u s  c f  th e  r e s e r v a t i o n  
sy s te m . MR. HAYDEN s a i d  th e  c o n tr a c to r  h a s  b een  h ir e d , th e y  h a v e  
b een  w ork in g  on th e  d e s ig n  and program m ers a t  DOT a r e  c u r r e n t ly  
program m ing th e  s y s te m . The d e s ig n  o f  th e  sy stem  s h o u ld  b e  
c o m p le te d  in  May o f  1997 , and th e y  a r e  lo o k in g  fo rw a rd  t o  
i n s t a l l i n g  and h a v in g  i t  up and ru n n in g  f o r  n e x t  w in t e r ' s  s c h e d u le .

SENATOR TORGERSON a sk ed  s in c e  th e  new sy s te m  w o n 't  be a v a i l a b l e  f o r  
n e x t  sum m er's s c h e d u l in g ,  what s t e p s  have b e e n  ta k en  t o  ch an ge  th e  
b u r e a u c r a t ic  m ess th a t  has happened in  th e  l a s t  c o u p le  o f  y e a r s  
w ith  summer r e s e r v a t i o n s .  MR. HAYDEN r esp o n d ed  th a t  th e y  a r e  g o in g  
t o  g e t  th e  te le p h o n e  sy s tem  to  do more fo r w a r d in g  o f  c a l l s  s o  t h a t  
th e r e  w i l l  be more s i t e s  t h i s  w in te r  a n sw e r in g  th e  in com in g  c a l l s .  
SENATOR TORGERSON w ondered why a w hole new r e s e r v a t io n  sy s te m  i s  
n eed ed  i f  th e y  can  do som eth in g  a s  s im p le  a s  c a l l  fo r w a r d in g . MR. 
HAYDEN s a id  t h e i r  c u r r e n t  r e s e r v a t io n  sy s te m  i s  about 12 y e a r s  o l d  
and i t  i s  v e r y  d i f f i c u l t  to  make ch an ges t o  i t .  He a l s o  s a i d  h e  
w ish e d  che new sy s te m  c o u ld  be on l i n e  f o r  n e x t  sum m er's  
r e s e r v a t i o n s ,  b u t t h a t  i s  n o t g o in g  to  h ap p en .

SENATOR TORGERSON a sk ed  i f  c o n s id e r a t io n  was b e in g  g iv e n  t o  
r e o p e n in g  th e  b a r s  on th e  f e r r i e s  on a s e a s o n a l  b a s i s .  MR. HAYDEN 
ack n ow led ged  th e r e  was su ch  a d i s c u s s io n ,  b u t th e  d e c i s io n  was made 
t o  n o t  open  th e  b a r s  on  a s e a s o n a l  b a s i s .  He a l s o  c l a r i f i e d  t h a t  
i n  t h e i r  c o n t r a c t ,  b a r te n d e r s  g e t  p a id  a t  a r a t e  p e r  h o u r . T h o se  
b a r te n d e r  p o s i t i o n s  h ave  b een  e l im in a te d  s o  th o s e  em p lo y ees  w i l l  
n o t  b e  e a r n in g  w ages a t  th e  b a r te n d e r  wage r a t e .  B a r te n d e r s ,  
b e c a u se  o f  th e  s e n i o r i t y  sy stem , w i l l  d i s p l a c e  some o th e r  p e r s o n s  
w it h in  th e  term s o f  t h e i r  c o n tr a c t  and t h e y  w i l l  be p a id  a t  t h e  
r a t e  o f  th e  p o s i t i o n  t h a t  th e y  a r e  f i l l i n g .

SENATOR TORGERSON r e q u e s te d  Mr. H ayd en 's comments c o n c e r n in g  an  
a r t i c l e  i n  th e  K etc h ik a n  D a ily  News w here som ebody had w r i t t e n  i n
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and s a i  th a t  th e  p r e s e n t  a d m in is t r a t io n  t a l k s  o f  s e l l i n g  th e  
M alasp in a  and g iv in g  up th e  m ost l u c r a t i v e  f e r r y  r u n s . MR. HAYDE1T 
em p h asized  th a t  th e r e  h as b een  no d e c i s i o n  on s e l l i n g  th e  
M a la sp in a . The new v e s s e l  w i l l  s t a r t  s e r v i c e  o u t  o f  P r in c e  R u p ert  
in  1998 and w i l l  p ic k  up th e  M alasp in a  t r a f f i c ,  so  th e y  w ou ld  n o t  
be g i v in g  up any l u c r a t i v e  r u n s .

Number 657

MR. HAYDEN n o te d  t h a t  C om m issioner P er k in s  o f  th e  D epartm ent o f  
T r a n s p o r ta t io n  Sc P u b lic  F a c i l i t i e s  had j o in e d  him  t h e  B u tr o v ich . 
C om m ittee Room in  Ju n eau .

SENATOR TAYLOR s a id  in  a m ee tin g  he had w it h  th e  C om m ission er  
d u r in g  th e  S o u th e a s t  C o n feren ce  he had e x p r e s s e d  h i s  c o n c e r n  a b o u t . 
th e  m is s io n  and p u rp o se  o f  th e  f e r r y  sy s te m . He th e n  a sk ed  i f  t h e  
C om m issioner w ould a d d r e s s  th a t  i s s u e .

COMMISSIONER PERKINS s a i d  one th in g  th e y  want t o  lo o k  a t  i n  t h e  
S o u th e a s t  t r a n s p o r t a t io n  s tu d y , a s  w e l l  a s  t h e  P r in c e  W illiam , 
t r a n s p o r t a t io n  s tu d y , i s  what i s  th e  m is s io n  r ig h t  now, i s  i t  th e  
same m is s io n  i t  had when i t  f i r s t  came i n t o  b e in g ,  and h as t h e  
m is s io n  changed . He s a i d  he r e a l l y  th in k s  t h a t  we m ust d e c id e  what 
th e  p e o p le ,  p a r t i c u l a r l y  in  S o u th e a s t  A la sk a  and somewhat i n  
S o u th w est A la sk a , a r e  e x p e c t in g  th e  f e r r y  sy s te m  t o  d o . He t h in k s  
th e y  n eed  to  g e t  th a t  p o r t io n  o f  th e  m is s io n  s ta te m e n t  r e a f f ir m e d  
so  th e y  know where th e y  a r e  h e a d in g  so  th e y  can  t r y  to  s t r u c t u r e  
so m e th in g  th a t  su p p o r ts  th e  d e s i r e s  and a n t i c i p a t i o n s  o f  t h e  p e o p le  
th a t  u s e  th e  sy stem .

SENATOR TAYLOR ask ed  how lo n g  he th ou gh t t h a t  p r o c e s s  m igh t t a k e ,  
and COMMISSIONER PERKINS s a id  h e  th in k s  th e y  s h o u ld  b e  a b le  t o  h a v e  
an id e a  o f  what th e  m is s io n  s ta te m e n t  i s  g o in g  t o  b e  by th e  f i r s t  
o f  th e  y e a r .  He s a id  in  th e  p r o c e s s  o f  d o in g  t h i s  s tu d y , th e y  w i l l  
be g o in g  o u t to  a l o t  o f  p e o p le  in  S o u th e a s t  A la sk a  t o  g e t  t h e i r  
in p u t  on  what th e y  want t h i s  f e r r y  sy stem  t o  d o .

TAPE 2 , SIDE A 
Number 010

SENATOR TAYLOR s a id  i t  i s  h i s  u n d e r s ta n d in g  t h a t  b o th  th e  f l e e t  o f  
f e r r i e s  in  P uget Sound and th e  e n t i r e  f e r r y  f l e e t  i n  B r i t i s h  
C olum bia a r e  ex p a n d in g , and exp an d in g  s i g n i f i c a n t l y ,  and he f i n d s  
i t  d i f f i c u l t  t o  u n d e r s ta n d  how th o s e  govern m ent o p e r a te d  s y s te m s  
h ave  n o t  o n ly  bt :en s u c c e s s f u l  b u t are  ex p a n d in g  a t  t h e  v e r y  sam e 
t im e  when A laska i s  s e r i o u s l y  lo o k in g  a t  c o n s t r i c t i n g  and r e d u c t io n  
b o th  i n  th e  s i z e  o f  th e  f l e e t  and th e  l e v e l  o f  s e r v i c e  t o  b e  
p r o v id e d .

COMMISSIONER PERKINS s a i d  he and Mr. Hayden s p e n t  a  d ay  w it h  t h e  
p e o p le  th a t  run th e  W ash ington  S t a t e  f e r r i e s .  He s a i d  t h e y  fo u n d  
t h a t  W ashington o p e r a te s  a t  a l i t t l e  b i t  more s u b s id y  th a n  A la s k a ,
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and th e y  have n o t  had much t r o u b le  r e c e iv in g  t h e i r  fu n d in g  from  th e  
L e g is la t u r e .  A l o t  o f  t h e i r  b ig  p a y in g  sy stem  i s  s h o r t  runs w ith  
h ig h  p r o d u c t io n . They have n o t  v i s i t e d  B r i t i s h  C olum bia, b u t th e y  
in te n d  to  do s o  in  th e  n e a r  f u t u r e .

MR. HAYDEN a g reed  t h a t  th e  W ash ington  S ta te  f e r r i e s  h ave  a l o t  o f  
t r a f f i c  v o lu m e. T h e ir  t r a f f i c  h a s  in c r e a s e d  a s  th e  p o p u la t io n  i n  
th a t  a r e a  h as in c r e a s e d ,  w h ereas A la s k a 's  p o p u la t io n  and t r a f f i c  
demand h a s n o t b een  grow in g  a t  t h a t  r a t e .  He s a i d  A la sk a  d o es  n eed  
t o  be a d d in g  t o  and ex p a n d in g  ou r  f l e e t ,  and th e  o c ea n  c l a s s  v e s s e l ,  
i s  one o f  th e  f i r s t  com m itm ents t o  d o in g  t h a t .  H owever, i t  com es 
down t o  t r a f f i c  and how much we a r e  w i l l i n g  t o  p a y  f o r  th e  
s e r v i c e s .  He p o in t e d  o u t  t h a t  th e  W ashington ' t a t e  f e r r y  sy s te m  
c a r r i e s  25 m i l l i o n  p a s s e n g e r s  a y e a r  and A la sk a  h a s  4 0 0 ,0 0 0  
p a s s e n g e r s  a y e a r .

SENATOR TAYLOR a sk ed  i f  th e y  f o r e s e e  any e x p a n s io n  o f  th e  ferry -  
f l e e t ,  o r  th e y  a s k in g  f o r  an y  e x p a n s io n  o f  th e  f e r r y  f l e e t  a t  t h i s  
t im e . COMMISSIONER PERKINS resp o n d ed  th a t  he l i d n ' t  th in k  t h e y  
c o u ld  answ er th a t  q u e s t io n  u n t i l  th e y  f in d  o u t f  .om t h e i r  s o u th e a s t  
s tu d y  what th e y  a r e  g o in g  t o  do about fu tu r e  t r a n s p o r t a t io n  i n  
S o u th e a s t  A la sk a . Once t h e y  g e t  th e  r e s u l t s  o f  t h a t  s tu d y , th e y  
a re  g o in g  t o  im plem ent t h o s e  r e s u l t s ,  w h a tev er  th e y  may b e , and  
w h a tev er  p r o v e s  to  b e s t  f o r  S o u th e a s t  A la sk a . U n t i l  th e y  f in d  o u t  
and g e t  some p r i o r i t i e s  a s  t o  what t o  spend on , he d o e s n ' t  th in k  
th e y  can  a sk  th e  L e g i s la t u r e  f o r  a n y th in g  a s  f a r  a s  new c a p i t a l  
p r o j e c t s .  He s a id  th e y  n eed  t o  be lo o k in g  a t  e x a c t l y  w here th e y  
a r e  g o in g  t o  h ead , n o t  j u s t  f o r  th e  n e x t two y e a r s ,  b u t f o r  th e  
n e x t  10 t o  20 y e a r s .
SENATOR TAYLOR commented th a t  a p p a r e n t ly  th e  dep artm en t knows 
enough ab ou t th e  r e s t  o f  th e  h ighw ay n e e d s  o f  th e  s t a t e  b e c a u se  we 
a r e  p u t t in g  $182 m i l l i o n  i n t o  th e  o ld  G lenn H ighw ay, s e v e r a l  new 
b ik e  p a th s  a r e  b e in g  i n i t i a t e d ,  e t c . ,  s o  som ebody seem s t o  b e  
making some m ajor d e c i s i o n s  on t r a n s p o r t a t io n  i n  o th e r  a r e a s  o f  th e  
s t a t e .  COMMISSIONER PERKINS resp o n d ed  th a t  a l o t  t h in g s  g o v ern  
th a t  su ch  a s  s a f e t y .  He s a id  on e  th in g  t h a t  n e e d s  t o  b e  d is c u s s e d  
a l i t t l e  b i t  i s  w h eth er  o r  n o t  you  have a s u b s id y  road  v e r s u s  f e r r y  
s y s te m . Anybody who u s e s  a h ighw ay in  th e  s t f  ;e  i s  p a y in g  an 18 
c e n t  f e d e r a l  g a s  t a x .  The s t a t e  g e t s  b ack  s i x  t im e s  in  
c o n s t r u c t io n  d o l l a r s  what i t  p u t s  in t o  th e  f e d e r a l  g a s  t a x .  T hat 
i s  th e  money th a t  i s  r e p a ir in g  th e  r o a d s , and ab ou t $60 m i l l i o n  o f  
i t  hap pens t o  b e  g o in g  i n t o  th e  f e r r y  sy stem  t h i s  y e a r .  E very y e a r  
th e  a v e r a g e  i s  som ewhere b e tw een  f i f t e e n  and tw e n ty  m i l l i o n  i n  
c a p i t a l  money from  th e  f e d e r a l  g a s  ta x  th a t  i s  b e in g  p u t in t o  th e  
f e r r y  s y s te m , s o  t h e r e  i s  a s u b s id y  com ing in  f o r  c a p i t a l  p r o j e c t s  
from th e  f e d e r a l  g o v ern m en t, from  th e  p e o p le  i n s t a t e  and o u t  o f  
s t a t e  who a r e  p a y in g  g a s  t a x  t o  d r iv e  on th e  r o a d s . He s a id  t h e  
M arine Highway S ystem  i s  b e n e f i t e d  from  e v e r y  c o n t r ib u t io n  t h a t  
o th e r  p e o p le  have made w ith  th e  f e d e r a l  g a s  t a x .  He n o te d  t h i s  
y e a r  th e  NHS program , s t a t e w id e ,  i s  a l i t t l e  o v e r  $100 m i l l i o n ,  and  
o f  t h a t ,  $50 m i l l i o n  i s  g o in g  f o r  th e  new v e s s e l ,  w h ich  he s a id  i s  
p r e t t y  g o o d .
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SENATOR TAYLOR s a id  when th e  road  sy s te m  m ile a g e  m a in te n a n c e  c o s t s ,  
p er  m ile  t h a t  you  run betw een  A nchorage and F a ir b a n k s c o s t s  t w ic e  
th e  amount t o  m a in ta in  than  i t  d o e s  p e r  m ile  t o  o p e r a te  t h e  M arine  
Highway S y stem , he d oes n o t th in k  th e r e  i s  an a l l o c a t i o n  t h a t  
j u s t i f i e s  th e  ty p e  o f  r h e t o r ic  t h a t  he h e a r s  a b o u t s u b s id y .  He 
s a id  he g e t s  u p s e t  w ith  th e  word "subsidy"  t h a t  c o n s t a n t ly  g e t s  
u sed  a s  i f  somehow w e 're  some p o o r  s t e p c h i ld  down h e r e  and  h a v e  t o  
be fe d  by t h e  g e n e ro u s  p e o p le  o f  th e  s t a t e .

Number 180

SENATOR TAYLOR a sk ed  what w i l l  be th e  t o t a l  volum e o f  r e v e n u e s  l o s t  
by th e  b a r  c lo s u r e s  on th e  f e r r y .  He n o te d  t h a t  C a p ta in  Sande h a s  
t e s t i f i e d  t h a t  s in c e  th e  bar was c lo s e d  on th e  A u ro ra , t h e y  h a v e  
l o s t  $ 3 ,0 0 0  a w eek in  rev en u e , w h ich  in c lu d e s  fo o d  s e r v i c e  and t h e  
g i f t  sh o p . He s a id  he c o n s id e r s  t h a t  a v e r y  s i g n i f i c a n t  l o s s  o f  
r ev e n u e . MR. HAYDEN resp on d ed  t h a t  th e  t r a f f i c  h a s  b e e n  down on  
th e  run  t o o ;  th e  rev en u es g e n e r a te d  a s  a r e s u l t  o f  p a s s e n g e r s  and  
th e  c a r  d e c k  a r e  down on th a t  run s in c e  1992 . S in c e  1992 th e y  h a v e  
p r o v id e d  m ore r u n s , more p o r t  c a l l s  and th e  t r a f f i c  h a s  d rop p ed . 
He s a id  he w ould  e x p e c t  th e r e  w ould  be a drop i n  fo o d  s e r v i c e s  
d u rin g  t h a t  sam e p e r io d  b e c a u se  th e r e  h as been  a  d rop  i n  t r a f f i c .

SENATOR TORGERSON commented th a t  when th e  Mayor o f  S i t k a  t e s t i f i e d  
he s u g g e s te d  lo o k in g  in t o  th e  la n d  b ased  ro a d s and o t h e r  t h in g s  
th a t  m igh t t i e  in  w ith  th e  f e r r y  sy s te m . COMMISSIONER PERKINS s a i d  
th e y  h ave  b een  d o in g  t h a t .  A s tu d y  was co m m issio n ed  l a s t  y e a r  t o  
do a f a i r l y  c o n c e p tu a l lo o k  a t  th e  B aranof Warm S p r in g s  road  and  
t r y  t o  g e t  a  c o s t  e s t im a te .  That s tu d y  has b een  c o m p le te d  and th e y  
know what t h a t  road  would g e n e r a l ly  c o s t  to  b u i l d  s o  t h e y  can. 
compare i t  a g a in s t  th e  s e r v ic e  im provem ent th a t  i t  w ou ld  b r in g .  I n  
th a t  s tu d y  th e y  a re  a l s o  g o in g  t o  lo o k  a t  th e  B r a d f ie ld  C anal ro a d  
and a Ju n eau  a c c e s s  road , so  he th in k s  f o r  th e  f i r s t  t im e  i n  q u i t e  
a w h ile ,  th e y  w i l l  have in fo r m a tio n  on m ost o f  th e  ro a d  l i n k s  i n  
S o u th e a s te r n  A la sk a  and th e y  a r e  g o in g  t o  p la y  a v e r y  im p o r ta n t  
r o le  in  t h i s  s tu d y  o f  how i s  th e  b e s t  way to  s e r v e  S o u th e a s t  a s  f a r  
a s  t r a n s p o r t a t io n  i s  co n cern ed .

COMMISSIONER PERKINS r e a ff ir m e d  th a t  t h e i r  p r im a ry  m is s io n ,  and  
what he w a n ts t o  do, i s  t o  make su r e  th a t  w e 'v e  g o t  th e  b e s t
t r a n s p o r t a t io n  sy stem  th a t  we can  p o s s ib ly  h a v e  in  S o u th e a s t
A la sk a . He s a i d  th e  same i s  t r u e  w ith  S ou th w est A la s k a .

Number 250

SENATOR TORGERSON ask ed  i f  t h e s e  r o a d s he had d i s c u s s e d  w ou ld  h a v e  
t o  com p ete  on a s ta te w id e  b a s i s  f o r  c o n s t r u c t io n  fu n d s .  
COMMISSIONER PERKINS resp on d ed  t h a t  r ig h t  now t h e  s t a t e  i s  b l e s s e d  
w ith  h a v in g  t h e  M arine Highway System  on th e  N a t io n a l  H ighway  
S ystem , w h ich  i s  one o f  th e  m ajor money s o u r c e s  f o r  f e d e r a l  m oney,
s o  t h a t  c a n  be u sed  a s  a s o u r c e  o f  money. I f  t h e  r o a d s  h e
m en tion ed  w ere t o  go  on to  c o n s t r u c t io n ,  th e y  w o u ld  b e  N a t io n a l
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Highway S ystem  r o a d s . T h e ir  c o m p e t i t io n  w ould be r e p a ir  on  t h e  
G lenn, th e  P a rk s, e t c .  He added t h a t  th e  departm ent may e v e n  ta k e  
a lo o k  a t  t o l l  r o a d s , b eca u se  l a s t  y e a r  th e  l e g i s l a t i o n  t h a t  
C on gress p a s s e d  a l lo w s  th e  s t a t e  t o  do t o l l  road s w ith  f e d e r a l  
money, w ith  th e  s t a t e  k ic k in g  in  20 p e r c e n t  o f  th e  c o s t .

Number 290

SENATOR TAYLOR th an k ed  C om m issioner P e r k in s  f o r  h i s  p a r t i c i p a t i o n ,  
in  th e  m e e t in g , and s a id  he a p p r e c ia t e s  what he knows t o  b e  h i s  
s in c e r e  d e s i r e  t o  make f o r  a b e t t e r  s y s te m . But he s u g g e s t e d  t h a t  
e v e r y  s i n g l e  road  he g e t s  on i n  S o u th e a s t  A la sk a  t o  g o  t o  a n y  
community w i t h in  h i s  d i s t r i c t  i s  a  t o l l  ro a d , and he p a y s  th r o u g h  
th e  n o se  t o  g e t  on i t ,  so  when he h e a r s  him  t a lk in g  ab ou t h ig h w a y  
t o l l  r o a d s  h i s  f e a r  i s  th a t  th e  o n ly  r o a d s  he i s  th in k in g  o f  w i l l  
be in  S o u th e a s t  A la sk a . COMMISSIONER PERKINS resp on d ed  t h a t  t h e  
W h it t ie r  road  w i l l  be a t o l l  r o a d .

SENATOR TAYLOR s a id  i t  i s  h i s  u n d e r s ta n d in g  th e r e  i s  one em p lo y ee  
th a t  h as b e e n  w orking b a s i c a l l y  a t  home a t  a s a l a r y  o f  
a p p r o x im a te ly  $ 8 0 ,0 0 0  a y e a r , and h i s  jo b  f o r  th e  l a s t  f o u r  p lu s  
y e a r s  h as b e e n  t o  d e s ig n  a co m p u te r iz ed  sy stem  fo r  m a in te n a n c e  o n  
th e  v e s s e l s .  He s a id  th a t  i f ,  in  f a c t ,  t h i s  i s  c o r r e c t ,  h e  w ou ld  
l i k e  to  have a r e p o r t  from th e  d ep artm en t on th e  s t a t u s  o f  t h i s  
p r o j e c t  and i f  t h i s  in d iv id u a l  w i l l  be c o n tin u e d  a t  t h a t  sam e 
s a la r y  o r  can  he be l e t  g o .

A ls o , th e  t a s k  fo r c e  has been c o n c e r n e d  and made i n q u i r i e s  a b o u t  
in c r e a s e s  and numbers o f  a d m in is t r a t iv e  p e r so n n e l i n  Jun eau  
r e l a t i v e  t o  th e  s i z e  and employment w it h in  th e  f l e e t .  He a sk e d  i f  
th e  two p la n n e r s  th a t  have b een  d i s c u s s e d  have b een  h ir e d .  MR. 
HAYDEN ack n ow led ged  th a t  two p la n n e r s  have been  h ir e d , and t h e y  a r e  
d o in g  an a n a l y s i s  on th e  M alasp ina  b r e a k -e v e n  r e p o r t ,  b u t he a l s o  
c l a r i f i e d  t h a t  th e r e  a r e  s t i l l  few er  p e o p le  w orking b e c a u se  o f  a  
number o f  p o s i t i o n s  th a t  are n o t  b e in g  f i l l e d .

SENATOR TAYLOR e x p r e ss e d  h i s  th a n k s  and a p p r e c ia t io n  t o  
C om m issioner P e r k in s  and Gary Hayden f o r  p a r t i c i p a t i o n  i n  th e  
m e e tin g . He th e n  s t a t e d  te s t im o n y  w ou ld  be tak en  from  Mayor Sh ay  
in  K e tc h ik a n .

MAYOR JACK SHAY o f  K etch ik an  e x p r e s s e d  h i s  a p p r e c ia t io n  f o r  th e  
work th e  t a s k  f o r c e  has been  d o in g  r e l a t i v e  to  th e  A la sk a  M arine  
Highway S y stem .

Mayor Shay s a id  he h as r e c e n t ly  b e in g  g o in g  door t o  d o o r  t o  
th o u sa n d s o f  S o u th e a s t  A lask a  homes and b u s in e s s e s  in  W r a n g e ll, 
P e te r sb u r g , S i t k a ,  K etch ik an , a s  w e l l  a s  m ee tin g  w ith  p e r s o n s  on  
P r in c e  o f  W ales I s la n d ,  and one th in k  he k eep s h e a r in g  t im e  and  
tim e  a g a in  i s  t o  p le a s e  keep th e  f e r r y  sy stem  g o in g  and s e e  w hat  
can  be don e t o  im prove th e  s e r v i c e .

- 14 -



Mayor Shay s a id  h e  w ould  a l s o  l i k e  t o  p u t in  a l i t t l e  p lu g  f o r  
d o in g  some o f  th e  m a in ten a n ce  on th e  C olum bia in  K etch ik a n  t o  t r y  
t o  c r e a te  some j o b s ,  a lth o u g h  he knows i t  may c o s t  a l i t t l e  e x t r a .  
He s a id  th e  C ity  o f  K etch ik a n  i s  lo o k in g  forw ard  t o  w ork in g  w it h  
th e  ta s k  fo r c e  i n  any way th e y  can  t o  h e lp  im prove th e  sy stem , 
th e r e .

Mayor Shay commented t h a t  i n  r eg a rd  t o  a r e c e n t  s n o w f a l l  w h ic h  
o c c u r r e d  in  th e  A n ch orage , th e y  w ould recommend t h a t  in  o r d e r  t o  
sa v e  some money, th e y  p low  th e  ro a d s n o rth b ou n d  on T h u rsd ays an d  
S a tu rd a y s from  2 :0 0  p .m . t o  4 :0 0  p .m .,  and th e n  do th e  e a s tb o u n d s  
y e t  a n o th e r  day a t  a  c e r t a i n  t im e . He ad d ed  t h a t  may sou n d  a  b i t  
s a r c a s t i c ,  b u t i t  i s .

SENATOR TAYLOR th a n k ed  Mayor Shay f o r  h i s  com m ents, and added t h a t  
he i s  somewhat d ism ayed  from  th e  a n sw ers  t h a t  have b een  r e c e i v e d  
t h a t  a p p a r e n t ly  i f  he w an ts t o  p a r t i c i p a t e  and b r in g  some s o u t h e a s t  
p e r s p e c t iv e  t o  th e  i s s u e  o f  th e  M arine H ighw ay S ystem , he i s  g o in g  
t o  n eed  t o  do s o  th ro u g h  th e  T r a n s p o r ta t io n  C om m ittee o f  t h e  
S o u th e a s t  C o n fer en ce  b e c a u se  a p p a r e n t ly  t h a t ' s  who i s  g o in g  t o  b e  
a sk ed  f o r  in p u t o v e r  th e  n e x t  month o r  tw o .

Number 457

MARLENE CAMPBELL, r e p r e s e n t in g  th e  C it y  & Borough o f  S i t k a ,  s a i d  
S it k a  i s  se n d in g  th e  same m essage a s  sp o k en  t o  by Mayor Sh ay  and  
t h a t  i s  th a t  th e y  have b a s i c a l l y  b e tw een  o n e - t h ir d  t o  o n e - h a l f  o f  
th e  s e r v i c e  o f  an y  m a in lin e  p o r t  b e c a u se  o f  t h e i r  g e o g r a p h ic  
l o c a t i o n .  Over th e  y e a r s  S itk a  has b een  in c r e a s in g  p r e s s u r e  o n  t h e  
M arine Highway S ystem  t o  p r o v id e  b e t t e r  s e r v i c e  f o r  S itk a  and  a t  
l e a s t  minimum b a s i c  s e r v i c e s  f o r  t h e i r  c i t i z e n s  d u r in g  th e  w in t e r ,  
a s  w e l l  a s  d u r in g  th e  summer months when m ost o f  t h e i r  r e v e n u e s  
come in ,  n o t o n ly  th ro u g h  t h e i r  v i s i t o r s ,  b u t a l s o  th ro u g h  s e a f o o d  
in d u s tr y  sh ip m e n ts . She s t r e s s e d  th a t  w ith  th e  l o s s  o f  t h e i r  p u lp  
m i l l  in  1993, th e  M arine Highway S ystem  i s  a b s o l u t e l y  c r i t i c a l  t o  
t h e i r  econom y.

TAPE 2 , SIDE B 
Number 001

Ms. Cam pbell s a i d  S i t k a  h a s su p p o r te d  th e  new f e r r y  s i n c e  i t s  
in c e p t io n ,  a s  w e l l  a s  a d v o c a t in g  f o r  t h e  M alasp in a  t o  b e  a  d a y  
b o a t .  They a l s o  a d v o c a te  f o r  th e  B a ra n o f road  a s  a  lo n g - t e r m  
s o l u t i o n  t o  c o n n e c t  in  a  more e f f e c t i v e  way t o  th e  r e s t  o f  t h e  
sy s te m . They a sk  th a t  DOT c o m p lete  t h e  sy s te m -w id e  a n a l y s i s  o f  
im p a c ts  o f  p u t t in g  S i t k a  on th e  m a in l in e  r o u t e .  She s a i d  t h e y  
a p p r e c ia t e  th e  work t h a t  h a s been  d o n e , b u t i t ' s  v e r y  p r e l im in a r y  
and a  l o t  more a n a l y s i s  n e e d s  t o  be d o n e .

Number 060

WILL PETRICH o f  K e tc h ik a n , who i s  a  s e c o n d  and t h ir d  m ate o n  th e
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A la sk a  M arine Highway S ystem , s a id  he h as some r e a l  p rob lem s w ith  
th e  su p p o sed  b u d g e ta ry  c r i s i s  o f  $ 1 .6  m i l l i o n ,  when you  a r e  lo o k in g  
a t  $ 7 i .4 4 7  m i l l i o n  f o r  o p e r a t io n s ,  60 p e r c e n t  o f  th a t  b e in g  a  
d e r iv a t i v e  o f  r e v e n u e s , w h ich  i s  som eth in g  l e s s  th a n  2 p e r c e n t  o f  
th e  o v e r a l l  c o l l e c t i v e  b u d g e t . He s a id  f o r  th e  M arine H ighway  
S ystem  b e in g  sa v a g e d  f o r  a l e s s  than  th e  2 p e r c e n t  o v e r a l l  b u d g et  
c u t  d o e s  n o t com pute.

Mr. P e t r ic h  s a id  h e  h as m et many t im e s  w ith  C om m ission er P e r k in s  
and Mr. Hayden, and he su b m itte d  many s u g g e s t io n s  t h a t  c o u ld  b e  
im p lem en ted  a t  l i t t l e  o r  no c o s t  to  s t a t e  f o r  in c r e a s in g  r e v e n u e s ,  
b u t th e y  a re  s im p ly  n o t  w i l l i n g  to  a c t  upon them . He s a i d  th e y  a r e  
e i t h e r  s o  in e p t  t h a t  th e y  r e a l l y  c a n ' t  f i g u r e  i t  o u t  o r  th e r e  i s  a  
h id d e n  agenda t h e r e .

Mr. P e t r ic h  s a id  i t  i s  a management problem  p a r t i a l l y  d e r iv a t i v e  o f  
th e  f a c t  th a t  t h e r e  i s  no one in  upper l e v e l  management w ith  any  
c r e d ib le  m aritim e backgroun d  a t  a l l ,  o r  m inim al a t  b e s t .  He added  
th a t  somehow th e  L e g is la t u r e  h as t o  make i t  incum bent upon th e  
A d m in is tr a t io n  t o  s e e  t h a t  a p r o f e s s io n a l  m a ritim e  p u t i s  p u t a t  
th e  helm  o f  th e  f e r r y  sy s te m .

SENATOR TAYLOR th an k ed  Mr. P e t r ic h  f o r  a l l  o f  th e  tim e  he h a s p u t  
in  on t h e s e  p rob lem s w ith  th e  AMHS, and he in form ed  him th a t  a l l  o f  
th e  comments he h a s su b m itte d  to  th e  t a s k  fo r c e  w i l l  be in c lu d e d  
w ith in  i t s  r e c o r d  and w i l l  be p a r t  o f  th e  f i n a l  r e p o r t  r e n d e r e d .

Number 130

PAUL POST, a r e s id e n t  o f  Juneau t e s t i f y i n g  in  S i t k a ,  s a id  he i s  a  
fr e q u e n t  t r a v e l e r  on th e  f e r r y  betw een  Juneau and S i t k a ,  and he i s  
c o n c er n e d  abou t a r e c e n t  d e c i s io n  to  g e t  r id  o f  th e  lo c k e r s  on t h e  
f e r r i e s  and in  th e  t e r m in a ls  a s  a s e c u r i t y  m easu re. He sp ok e  t o  
th e  im p ortan ce  o f  t h e s e  lo c k e r s  t o  p e o p le  t r a v e l in g  on th e  f e r r i e s  
w ith o u t  c a r s  o r  p e o p le  who do n o t have c a b in s .  He ask ed  i f  th e  
ta s k  f o r c e  c o u ld  s c r u t i n i z e  where th a t  d e c i s io n  came from  and i f  
th e r e  i s  any r e a l  j u s t i f i c a t i o n  fo r  i t .

SENATOR TAYLOR th an k ed  Mr. P o s t  fo r  b r in g in g  up th e  lo c k e r  i s s u e ,  
and he s a id  a l e t t e r  a s k in g  th a t  q u e s t io n  w ould be w r i t t e n .

EVE RAUSCHER o f  S i t k a  s a id  sh e  i s  th e  owner o f  two b u s in e s s e s ,  on e  
in  S i t k a  and th e  o th e r  in  Skagway, and i t  i s  d i f f i c u l t  f o r  h e r  t o  
s c h e d u le  h e r  l i f e  w ith  th e  A la sk a  M arine Highway in  th e  s e n s e  t h a t  
i t  ta k e s  16 h o u rs e a c h  t o  make th e  t r i p  b e tw een  S i t k a  and Skagw ay. 
She s a i d  d u r in g  th e  w in te r  m onths sh e  w ould p r o b a b ly  rem ain  i n  
Skagway f o r  j u s t  tw o d a y s , b u t w ith  th e  way th e  s c h e d u le  i s  s e t  u p , 
sh e  h a s s t a y  t h e r e  f o r  a w eek, s o  a s  a  b u s in e s s  ow ner, i t  i s  n o t  
v e r y  e c o n o m ic a l f o r  h e r . She a l s o  s t r e s s e d  th e  econ om ic im p o rta n ce  
o f  S i t k a  h a v in g  t h e  e q u a l s e r v i c e  th a t  o th e r  p o r t s  i n  S o u th e a s te r n  
A la sk a  e n jo y .
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N u m b e r  200

SENATOR TAYLOR s t a t e d  f o r  th e  r e c o r d  th a t  th e  m a jo r ity  o f  testim o n y -  
tak en  by th e  t a s k  f o r c e  has been  from  p e o p le  w it h in  th e  f l e e t  
i t s e l f  - -  p e o p le  l i k e  C ap ta in  A rt Joh n son  and C a p ta in  Jan  Sande who 
have sp e n t  p r a c t i c a l l y  t h e i r  e n t i r e  c a r e e r s  aborad  t h e s e  v e s s e l s .  
He s a id  under t h i s  A d m in is tr a t io n  th o s e  men a r e  p la c in g  t h e i r  j o b s ,  
so  to  sp ea k , in  je o p a r d y . He n o te d  he h a s  l e t t e r s  on  f i l e  
th r e a te n in g  em p lo y ees w ith  t h e i r  jo b s  a n y tim e  th o s e  em p lo y ees  d o  
a n y th in g  t h a t  d i s p l e a s e s  th e  A d m in is t r a t io n . He a l s o  n o te d  t h a t  
b etw een  th e  two o f  them , Andrea B a r k le y  and S te p h a n ie  R a in w a ter  
have o v e r  33 y e a r s  w it h in  t h i s  sy s te m , and th e  p o in t  he i s  t r y i n g  
t o  make i s  t h a t  th e  p e o p le  w it h in  t h i s  sy s te m  c a r e  a g r e a t  d e a l  
about i t  - -  th e y  c a r e  a g r e a t  d e a l  abou t th e  l e v e l  o f  s e r v i c e  t h a t  
th e y  can  p r o v id e  t o  t h e i r  f r i e n d s  and n e ig h b o r s .

SENATOR TAYLOR th an k ed  a l l  th e  p a r t i c i p a n t s ,  and s t a t e d  th e  t a s k  
fo r c e  w ould  p r o b a b ly  have a f i n a l  m ee tin g  in  Jan u ary  a f t e r  th e  
L e g is la t u r e  c o n v e n e s . He a d jo u rn ed  th e  m e e tin g  a t  a p p r o x im a te ly  
6: 15  p.m.
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P H O N E : ( 9 0 7 ) 4 6 5 - 3 9 5 9
A L A S K A  M A R I N E  H I G H W A Y  S Y S T E M / S Y S T E M  D I R E C T O R  ,  F A X : (9 0 7 ) 4 6 5 - 2 4 7 4 .

D E PA R T M E N T  O F  T R A N SPO R T A T IO N  /

November 22, 1996

The Honorable Senator John Torgerson 
Alaska State Senate 
145 Main Street Loop, Suite 4 
Kenai, Alaska 99611

Dear Senator Torgerson:

Please forgive the delay in responding to the specific questions raised in your memo to Senator 
Taylor on August 30,1996. As I related during the Senate Task Force Hearing on October 14 ,1 
had no previous knowledge of this document nor had any staff seen it. It did come across our 
FAX line at 5:27 p.m. on October 14. I can understand your frustration at our lack of response 
and would like to avoid any repetition of an appearance of bad faith by asking that requests for 
information be sent directly to my attention and not be dependent on delivery by another party. I 
have had this response as a draft in my computer and it has been difficult compiling all the 
specific information you requested. Again, my apologies.

In the following pages I will answer your questions, in numerical sequence, with information that 
has been gathered and discussed with staff. If, when you have finished reviewing the response, 
you have a question regarding any area covered, please don’t hesitate to call.

1. OCV Engines
Most o f the main engines in our fleet are of foreign manufacture. The AMHS often find that 
economics, technology, or availability forces us to purchase major equipment from foreign 
vendors, usually from northern European countries. Commercial shipbuilding is further 
developed in Europe than in the United States. Consequently, the major equipment 
manufacturers are also located there. This condition was recognized by the Federal Highway 
Administration in 1994 when it issued a nationwide waiver to the Buy American Act for ferry 

' equipment, including main engines.

The engines required to power the new vessel are unlike any others in the fleet. The horsepower 
required for a service speed of 16.75 knots on the new vessel exceeds 13,000, and the two 
Wartsilla diesels are 6,600HP each. For comparison, the engines on the Columbia are 6,175HP 
each; next in line is the Malaspina at 4,060HP each. The Columbia engines use significantly 
more fuel than the new vessel engines will, and are expensive to maintain. There are no 
comparable engines in the fleet with the desirable characteristics of the Wartsilla engines.
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2. RIP for Ship Employees
The statute for the new Retirement Incentive Program (RIP) is substantially different from 
previous RIPs. A literal reading of the Act suggested to us that vessel employees were 
excluded. Because employee interest in the RIP was high, the AMHS made a request to the 
Office of Management and Budget for a ruling on vessel employee eligibility for the program. 
The opinion of the Department of Law and the Office of Management and Budget was that this 
class of employees was not eligible under the provisions of the current REP statute. A copy of our 
request and the response is attached.

3. Ketchikan Shipyard
Alaska statute AS 36.90.050, Maintenance T State Marine Vessels, provides that “Marine 
vessels owned by the state shall be maintained and repaired at a shipyard facility located in the 
state...” The statute exempts the AMHS from the procurement code requirements for competition 
and allows the direct negotiation of state funded contracts with in-state shipyards.

The statute also calls for consideration of the interport differential, which compares the cost o f  
moving the vessel from its home port to the various shipyards. When the Main Engine Repower 
project was bid last year on the Tustumena, the interport differential which was added to the 
contractor’s bid was $0 for Seward (the home port), $62,309 for moving the vessel to Ketchikan, 
and $89,685 for moving the vessel to Puget Sound. In this case, the interport differential gave the 
Seward shipyard an advantage. On contracts for vessels with Ketchikan as the home port, the 
Ketchikan shipyard has the advantage.

Since the statute has been in place, in past years AMHS has negotiated the state funded overhauls 
for the Bartlett and Tustumena with the Seward shipyard and the overhauls of the six southeast 
operating vessels with the Ketchikan shipyard. Whenever a contract contains federal funds, the 
project must be competitively bid in accordance with the federal-aid provisions.

If the AMHS focused solely on providing the most cost effective care for the vessels, the AMHS 
would competitively bid all vessel work. The AMHS prefers this method because it allows us to 
improve the condition of a vessel by augmenting state funded overhauls with small federally 
funded refurbishment projects. Combining state and federal funds on smaller projects 
significantly improves our ability to maintain the fleet without increasing the time a vessel is out 

‘of service.

The citizens and legislative delegations from Ketchikan have consistently been very proactive in 
supporting the Ketchikan Shipyard. With the recent closure of the Ketchikan pulp mill, the 
shipyard is seen as an important element of the community’s economic viability and efforts to 
diversify.
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As a state agency the AMHS is often asked to consider factors other than the best or most exist 
effective care for the vessels. For instance, in seeking to achieve a balance between the needs o f  
the Ketchikan Shipyard and caring for the fleet, the AMHS has agreed to defer until next year the 
federally funded project to fix the leaking solarium on the LeConte. The deferment is so that the 
AMHS may negotiate an overhaul contract with the Ketchikan Shipyard.

4. Cordcsya Layover
During the winter season, ridership on our ferries declines, but operational costs remain high.
The Cordova layover helps us to keep costs down while still meeting traffic demand. This*winter, 
the Tustumena is in Prince William Sound for 62 hours from Thursday evening to Sunday 
afternoon, but traffic demand does not warrant more than two round trips between Valdez and 
Cordova during that time period. Subsequently, the vessel lays over in Cordova every Friday 
afternoon to Saturday night. The Prince William Sound schedule was developed with extensive 
input from the communities and schools, and was designed to accommodate the needs o f student 
athletic activities.

5. Winter Schedule Development
Development o f the winter 96-97 schedule was started last Spring, and-draft schedules were 
mailed to the vessels and communities in early May. The Tustumena and Bartlett were sent a 
draft schedule on May 9, 1996. Your office was also sent a copy for review and comment on that 
date. The AMHS held a teleconference with the communities in the Southwest system to discuss 
the schedule and receive comments. Following that meeting, the AMHS continued the dialogue 
with individual communities as the schedule was “fme-tuned”.

In Southeast the AMHS invited all of the communities to a public workshop where the AMHS 
and representatives of these communities worked together productively. The communities 
identified their needs in that meeting and agreed on a proposed compromise.

Many o f our routes are designated as part of the National Highway System. The AMHS not only 
provides a transportation corridor from the lower 48 states to Alaska, but also gives residents the 
opportunity to travel to non-Alaska destinations. Using the vessels only in Alaska would 
eliminate this vital service. That this service is widely used is unquestionable. During last 
December, January and February, over 9,000 passengers traveled from an Alaska port to either 
Prince Rupert or Bellingham. This represents 9% o f our total southeast winter traffic. An even 
greater number embarked at those ports, headed to Alaska.

6 .  T i p s
Our vessel employees, just like other State employees, were (or should have been) prohibited 
from receiving tips or other non-state compensation for performance of their duties by the 1986 
enactment o f AS 39.52.120(b)(2). However, during a disciplinary investigation o f a vessel 
employee in late 1993 who was observed taking money from the cash register, AMHS 
administrators learned that at least some vessel employees continued to receive gratuities for 
performance of food, bar and room service duties, with the tacit knowledge and consent o f  
system managers; in fact, most managerial staff were unaware that acceptance of tips might be 
contrary to the Code of Ethics. Upon verbal advice from the Department of Law, vessel
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employees were reminded via memo in January 1995 that the acceptance of tips was prohibited 
by law. The verbal advice was confirmed in writing by the Department of Law in March 1996. 
A copy of both the employee memo and the advisory notice from the Department o f Law are 
attached.

The Inlandboatmen’s Union of the Pacific has indicated that it will seek legislative relief from 
the prohibition of tip receipts by vessel staff. While the issue o f which State employees, i f  any, 
should be legally permitted to accept gratuities may pose some significant public policy issues 
for lawmakers, the AMHS is not opposed to vessel personnel receiving tips, if  that practice 
becomes statutorily authorized. The AMHS notes only that tips are considered taxable 
compensation by the U.S. Internal Revenue Service; the State will have to have a structured 
process for the accurate reporting of tips received and a payroll process for appropriate 
withholding and reporting o f income tax.

7. Hazard Pay
Employees in several bargaining units have negotiated hazard pay for the performance o f  
perceived hazardous work; e.g., work on towers/antennae, travel by helicopter, underwater 
diving, etc. To our knowledge, no employees receive hazard pay for travel by vessels. However, 
several labor contracts do provide for reduced hourly pay rates — but longer days for pay 
purposes — for employees who are living aboard a vessel (i.e., eating, sleeping and working) 
while the vessel is away from its home port.

This is known as Sea Duty Pay and was contractually instituted as a means to limit the State’s 
potential liability for overtime claims which might arise under the Federal Fair Labor Standards 
Act (FLSA). Sea Duty Pay may or may not be financially attractive to any particular employee, 
depending upon that employee’s overtime eligibility status, frequency of vessel work, and actual 
overtime hours the employee might have worked at time and one-half (1.5) o f normal hourly 
rates.

Sea Duty Pay is not appropriate for AMHS vessel employees for two reasons:

a. Hourly pay rates for our employees are not reduced in any fashion because they work on 
vessels, and overtime (at 1.5 times or greater) is already paid for work in excess o f their 
normal work days (8 to 12 hours); and,

'b. Vessel employees are not subject to the overtime provisions of the FLSA.

8. Residency Requirements for COLD
Hie Public Employment Relations Act (AS 23.40.210) was amended in 1977 to require that all 
collective bargaining agreements provide for pay rates reflecting the difference in cost-of-living 
for employees who reside in Alaska, and employees residing outside o f the state. In determining 
whether or not a vessel employee does, in fact, reside in Alaska, AMHS has historically
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considered how much of an employee’s non-working time (i.e., off the vessels) is actually spent 
in Alaska. The premise has been that an employee who is in Alaska only or primarily to be at 
work, is an employee who is not actually living in the state.

Beginning this calendar year, the AMHS began to apply Permanent Fund Dividend residency 
criteria in determining whether or not an employee resides in Alaska, including the regulatory 
criteria for absences from the state {15AAC23.163(c)}. This criteria is being applied with the full 
knowledge and consent of the labor organizations representing vessel employees. In addition to 
the many specific allowable absences from Alaska authorized by these regulations, they permit 
any individual to be out of the state for up to 180 days for any reason without jeopardizing 
residency, so long as the individual does not take other action which would be inconsistent with 
maintaining residency in Alaska.

9 & I I .  Reservations
The AMHS recognizes that the current Reservation Management System (RMSH), which was 
developed in 1986, has many deficiencies. The public has expressed their difficulties with the 
system, and the AMHS has confirmed some o f the following problems:

• Inability to get through to make a reservation
• The length o f time to complete the reservation process
• Space actually available when the reservation system shows no availability

Legislative Audit has also made the point regarding the consistency of data collected from the 
system. The AMHS was aware of this problem long before the audit, and agree with the need for 
better, more reJ' ble data for analysis and assistance with service decisions.

In addition to the above, there are other problems with the current system that need addressing:

1. Accounting/Revenue: The current system has no tie to the financial side and the 
revenue information is shown at full value, not accounting for deductions for 
commissions and credit card fees. This results in overstatement of revenues in the raw 
data which requires adjustments that are at best, imprecise. Furthermore, the system was 
built entirely as a reservation system with no input from or correlation to the accounting 
end. This requires additional personnel in the finance section dedicated solely to a very 
manual process of audit, instead of being able to audit through exception reporting.

2. Mainframe: The system resides on the State’s mainframe computer and is written in the 
same mainframe programming language. This limits the reporting capabilities and actually 
requires a programmer to produce any non-standard reports. It also results in $450,000 to 
$580,000 in annual payments to the Department of Administration, Division of Information 
Systems, for access and 24-hour support.
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Because of limitations in the current system, the AMHS is prohibited from establishing 
variable commission fees for travel agents and our own contract agents. In other words, 
the local travel agent is paid the same commission that is paid to one of our contract 
agents who is providing more service, such as personnel, toll-free phone lines, and 
advertising.

3. System Security: A person who has access to the current system can perform almost any 
function within the system, including adding money to an itinerary, or removing money 
from an itinerary, waiving cancellation penalties, turning off the automatic cancellation 
feature, etc. To combat the potential for abuse, the finance section must perform a labor 
intensive audit of hundreds of sales reports received from terminals and other points o f  
sale. Lack of security leaves the system open for undetectable fraud.

The list is longer than is shown here, but this should give you a general idea of the challenges the 
AMHS faces on a daily basis with the existing system. The new system will be in a client server 
environment with greater security, built-in ties to accounting, better reporting capabilities, and 
will allow for future opening of the system to local travel agents for standard bookings.

But even given the system’s deficiencies, our reservations staff has been enormously productive. 
In FY96, the 13 employees in the reservations section handled 155,635 calls. During their busiest 
week they answered 5,192 calls and during their busiest month they processed 18,251 calls. This 
group booked 49,311 new itineraries worth over $44,538,405. Additionally, the staff handled 
$23,305,774 in cancellations, dealt with the passenger advisory and notification effort during the 
August 1995 near strike situation, and pursued commercial traffic sales to encourage commerce 
within our operating regions.

The accuracy o f the information the AMHS provides to the traveling public can best be gauged 
by the nearly 400,000 passengers who annually show up on time, at the correct terminal and with 
the correct ticket to their desired destination. While mistakes do occur, they affect only a slight 
percentage of our total customers. Our research further shows that many complaints are 
unfounded, and the problem solved if the customer had read the information printed on the ticket 
or confirmation letter.

There are times when a customer is told that a sailing is booked from Point A to Point F and once 
■on board they can’t understand why there is room between Points A and C. If the later links are 
fully booked the AMHS can't get them beyond Point C to F, and our antiquated reservation 
system doesn’t recognize the open links. The new reservations system is being designed to 
address this type o f problem. There will still be instances where passengers find load condition 
differences that contrast with previously received information.

Travelers in all modes of transportation cancel or reschedule and standby traffic then moves into 
confirmed space. The recent Legislative Audit concluded that the AMHS does have a policy that 
deals fairly and regularly with travelers and commercial shippers who cancel. In the travel



Senator Torgerson Page 7 November 22 ,1996

industry there is a fine line between over-booking and being financially responsible for anyone 
left behind, and leaving with available space. The AMHS has tried to balance the booking 
function with the expectations voiced by Alaska residents. They believe that they should be able 
to simply show up and find space available on their system. If every possible space was pre­
sold, the local traffic options would be non-existent.

10. Passenger Comment Forms
The Passenger Comment Cards are used in the Operations Section as measuring devices that rate 
the quality of service provided to passengers through reservations, terminal services (both State- 
owned and contracted) and passenger services provided on the vessels. It gives the passengers a  
convenient method to voice their comments regarding their trip on the Alaska Marine Highway 
System.

When Passenger Comment Cards are received in the Operations Section, they are read initially 
by both the Operations Manager and the Terminal & Ship Services Manager. TLey are then 
passed onto the Passenger Services Inspectors) for review. Passenger comments that warrant a 
response are assigned to various individuals in the Operations Section, depending on the subject 

’ matter.

Comments regarding overall Operations are answered by the Operations Manager or his staff. 
Comments regarding Deck Operations are usually given to the Port Captain’s office for a 
response. Comments regarding Terminal & Ship Services are answered by the Manager o f  
Terminal & Ship Services, the Passenger Services Inspector(s) or the Ferry Services Manager IV. 
Comments regarding Reservations are answered by the Customer Services Manager.
Occasionally a comment card mentions an engineering problem and these cards are routed to the 
Port Engineer s office for review and action.

Before a response is given to the passenger, the individual assigned will usually talk to the 
Department Head on the vessel to get their view of the situation. Sometimes the passenger is 
called if there is need to clarify a particular comment. After assessing the situation, the response 
to the passenger is handled with either a phone call or letter.

After all comment cards are read, copies are sent to the appropriate vessel Master for both his 
and the crew’s review.

.Occasionally, crew members use the cards as a medium for complaint or criticism. It is not 
possible to respond directly as most of these cards remain unsigned. Those with expletives are 
tossed, while those that indicate a common thread are discussed and addressed in a general way 
during ship visits and phone calls.

12. Procurement
All contract awards are established by the Department o f Administration, Division o f General 
Services and Supply. O f those that the AMHS uses to purchase commodities for the ships, all o f  
them are mandatory, except the State Micro Computer Contract. Even this contract is mandatory
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unless a better price is available from another vendor. Usually, the contract award prices are very- 
competitive and are established as a result of the award of a competitive bid.

If the contract award prices are higher than what someone else might have found, there are 
several possible explanations:

1. Bidders responding to a Contract Award bid must have a valid Alaska Business License. 
This process may e lim inate lower priced out-of-state vendors.

2. The five percent Alaskan Bidder’s Preference may result in an award to other than the 
lowest bidder.

3. There could also be non-economic award factors that result in an award to a bidder that 
would not have been low, had the only consideration been low price. An example would 
be some type of on-site service or support which is not available through a mail order 
vendor.

Whether it is a contract award item or an item purchased via quotation, it is often possible to find 
certain items at a better price.

In the case of non-contract award purchases, the AMHS are always looking for less expensive 
vendors. For example, the AMHS has made some recent purchases through Costco. However, 
this requires sending an employee to Costco with a check to pick up the items. When one factors 
in the staff costs, buying from Costco is not always economical, even though the individual item 
being purchased may be priced lower.

To broaden our vendor base, the AMHS encourages vessel employees to suggest vendors on 
their Stock Requests so the AMHS can include these vendors when soliciting bids. It is not 
possible for us to be aware of all the potential vendors for the thousands of items the AMHS 
purchase. The AMHS is always looking for and open to suggestions for saving on purchases; 
however, vessel employees must pass on information about their particular sources for savings.

13. User-Friendly Schedule
The AMHS are reviewing a number of changes in format that can be implemented with the 
Winter 97-98 printed schedule. There are mixed opinions on the best option — some are strong in 
'favor of the current format and others prefer something that resembles an airline schedule. The 
AMHS will consider the needs o f all of our travelers throughout the design process, and will 
solicit input from community representatives.

Next summer’s schedule will be included in the Division of Tourism’s publication, “North to 
Alaska”. Development o f this schedule is nearly complete.
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14. In-Port Time
Adverse weather is the only factor that would influence a Master’s decision to leave a port prior 
to the scheduled departure time. When a vessel falls behind schedule, port calls are limited to 
unloading and loading (called bump and run) until the ship is back on schedule. Subsequently, 
passengers who had hoped for time to explore the community are disappointed.

The AMHS makes a point in every printed schedule to advise travelers to plan a stopover i f  they 
want to explore a particular port. Generally, routine stops do not allow time for shore tours. Our 
basic mission is to provide transportation — not to provide an inexpensive alternative to a cruise 
ship tour. Furthermore, due to traffic demands and tidal conditions, most o f our vessels run 
continuously, docking at all hours of the day and night for brief transfers of passengers and 
vehicles.

15. Arts On Board
The “Arts On Board” program is alive and well. There has been no discussion about eliminating 
or curtailing the program. Artists, musicians, naturalist interpreters, storytellers and historians are 
booked for travel on all vessels. Preference is always given to Alaskans.

16. Advertising
Our marketing budget is extremely limited. A typical cruise industry participant spends more for 
one ad in the State Vacation Planner than the AMHS is authorized to spend for our total yearly 
marketing effort. To make the best use of our limited resources, the AMHS advertises in proven 
markets. Additionally, the AMHS does radio spots, buys TV scanner ads, participates in travel 
shows, and provides ferry trips for travel writers.

17. Labor/Management Meetings
Through both contract and Letter o f Agreements, the AMHS has established Labor/Management 
Committees. There have been three meetings to date of the IBUP Labor/Management 
Committee. There has been one Labor/Management meeting with the Master, Mates & Pilots.

The meetings with IBUP team members and AMHS representatives have been exploring a 
variety of ways to improve service delivery and cost containment. The free exchange o f ideas 
has been very encouraging and informative for both sides of the table. The teams addressed food 
service at the last meeting (at the request of one IBUP team member). Past meetings have 
explored baseline winter scheduling and AMHS team members are working on developing two 
•such schedule scenarios for the group.

The AMHS feels this is a positive step in the right direction for the future of the system and its 
employees, and plan to continue this cooperative approach on joint labor/management issues.

18. Shoulder Season Promotions
The AMHS does offer reduced rates during the Fall/Winter/Spring season. In fact, these specials 
are featured prominently on the cover of the printed schedule. Additionally, shoulder season rates
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have been offered on targeted routes. The AMHS has offered specials in Prince William Sound 
in May for the past two years, and last fall a popular special targeted to hunters and fishermen 
was developed to discount the fare for connected trailers. The AMHS has a lot o f ideas for 
specials to promote ridership, but are frequently prohibited from implementing them due to the 
limitations o f our reservation system. The AMHS is looking forward to the opportunity to offer 
innovative specials to promote more shoulder season traffic when the new reservation system is 
operational.

19. Marine Pilot Training in Uncharted Areas
For the Tustumena, a long-standing Pilot Observer program has been in place as a professional 
courtesy to the recognized Alaska state pilotage organizations. This program was developed in 
cooperation with these organizations to help the pilots obtain the required trips into the areas that 
the Tustumena serves. The Pilot Observers are charged a fee for this program. With this 
experience, more pilots become available to help in the development of private shipping interests 
in the outports.

There are no uncharted areas served by the Tustumena, and the vessel has never provided Pilot 
Observer trips to anyone for any purpose where there have not been charts on board. The only 
unfamiliar areas that the vessel began serving this year were the new whistle-stops at Chenega 
Bay and Tatitlek in Prince William Sound, and the vessel has N.O.A. A. charts for these ports. 
Additionally, the Tustumena took an exploratory voyage into the port of Old Harbor to 
investigate the possibility of a new service port. There were also charts on board the vessel for 
that voyage.

This concludes the reply to the questions you have passed on to us. Again, I regret the delay and 
hope that the AMHS can move beyond the misunderstandings. Thanks for your continued 
interest in statewide transportation. The Department of Transportation and Public Facilities is 
operating an intermodal transportation network, and working to balance the needs and demands 
of a number of competing interests. I am prepared to meet with you and brief you on any 
additional AMHS issues. There is a lot of data to help in your understanding. My objective is 
help you make informed decisions.

Attachments

cc: Senator Robin Taylor ?
Senator Drue Pearce
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Alaska Marine Highway System
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M221-97
465-8838

Vessel Employee RIP 
Eligibility

May we have a formal written determination as to whether or not vessel employees of the Alaska 
Marine Highway System (AMHS) are eligible to participate in the Retirement Incentive Program 
(RIP)?

We understand that vessel employees cannot satisfy the literal terms of Sec. 22(b)(3) of the 
enabling RIP legislation because -  with seniority-driven promotional systems and single-step pay 
plans -  there are no “savings...[which] will exceed costs to the employer for that position within 
three years” [emphasis added] with the retirement of an otherwise eligible employee. However, 
we know that there could be significant savings to AMHS from the REP of senior employees, if  
any latitude exists to deviate from calculating savings derived solely from die positions which, 
those employees would vacate.

As with earlier RIP’s, we wish to know if savings may be calculated by determining the amount 
(value) of vacation/personal leave accrual savings which would result from replacing long-time 
employees with new employees, even though the new employees may be hired into a different job 
classifications. As you may know, a Southeast System vessel employee with more than 10 years 
of service annually accrues either 588 hours of vacation leave or 638 hours of personal leave, 
depending upon bargaining unic. A new employee in those same units would annually accrue 
either 84 hours of vacation leave or 188 hours of personal leave, for the first two (2) years o f  

. service; the annual accrual rates rise to 168 and 250 hours for the third year of service.

Consequently, replacing a 558 hr./yr. employee with a new employee (albeit in a different job 
class) results in a. savings of 1428 hours of accrued vacation leave over three (3) years; replacing 
a 638 hr./yr. employee with a new hire saves 1288 hours of accrued personal leave. Our lowesc 
pay rate in the Southeast System is now S15.56 per hour. Assuming a reduction in accrued 
vacation leave of 1428 hours over three (3) years at S15.56/hr., employer savings in this 
conservative scenario amount to $22,220. In many cases, this would exceed the State’s cost for 
RIP participation by the 10 -r year employee.

To: Annalee McConnell, Director 
Office of Management & Budget 
Office of the Governor

Thru: Nancy Slagle, Director
Division of Administrative Services

pm: Brenda Markey
^/Support Services Manager 

Alaska Marine Highway System

Date:

File No: 
Log No: 

Telephone No:

Subject:
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If we are limited to examining potential savings only for vacating/refilling (or abolishing) a

specific position, then vessel employees cannot qualify for RIP. We have very little latitude in 
position abolition: existing crew manning levels are dictated by Coast Guard regulations or bona 
fide service requirements. Refilling of vacated positions by seniority bid means that vacated 
senior-level positions will virtually always be filled by another long-tenured employee. However, 
the overall size o f the work force is not reduced when all of the promotional appointments have 
been made. Remaining vacant positions in lower classification levels will be filled by new hires, 
with lower leave accrual levels.

Although it does not comport with the literal wording of the current RIP legislation, the logic o f  
these overall cost savings was recognized in the previous RIP. Can we apply it today?

We have received numerous inquiries from vessel employees and their bargaining representatives 
regarding potential eligibility for REP participation. We have informed them that vessel employees 
are not eligible for participation at this time, but we have also agreed to pose this inquiry to you. 
Please advise us of your conclusion at your earliest convenience.

’ cc: Gary Hayden, System Director
Janet Rider, Human Resources Manager 
Bruce Cummings, Labor Relations Specialist



M EM ORANDUM State of A la ska
O ffice  o f  th e  G o v e r n o r

Office of M anagem ent a n d  B u d g e t

TO: Brenda Markey
Support Se rv ices  Manager
Alaska Marine Highway System

DATE: O ctober 16, 1996

f r o m : Annalee M cConnell
D irector /

PHONE: 4 6 5 - 4 6 6 0

SU B JEC T: V essel Em ployee RIP Eligibility FAX: 4 6 5 - 3 0 0 8

This is in response to your m em o of O ctober 8, requesting a determination on w hether 
vessel em ployees of the Alaska Marine Highway System are eligible to participate in 
the retirement incentive program (RIP) under the provisions of the RIP statute.

Specifically, you asked whether savings must be shown for the specific position 
vacated under a RIP plan, and whether differences in leave accrual rates can be 
considered in calculating savings.

You noted in your memo that because  of the seniority bid hiring process used under 
your labor agreem ents, vessel employees cannot qualify for RIF if only savings for a 
specific position are considered. However, cumulative savings could result from the 
chain of va can cies  and refilling of positions that would result from a RIP.

The  RIP statute states:

“An em ployee is eligible to participate in a retirement incentive plan under se cs . 22 
- 35 of this A ct only if the .... savings to the employer in personal services costs  for 
the  e m p lo y e e ’s  p o s itio n  will e x ce e d  the  co s ts  to the em p loyer fo r  that 
p os ition  within three years after the employee is appointed to retirement." (C S S B  
1003(Fin) Am. Em phasis added).

W e have d iscussed  this provision with the Department of Law. Th e  department’s 
opinion is that this provision clearly requires savings for each employee's position and 
does not allow the consideration of cumulative savings from a chain of vacancies and 
refilling of positions.

9
Your m em o mentioned that cumulative savings were considered in the previous 
retirement incentive program in 1989-90. Th e  legislation governing that program 
provided more flexibility in designating groups of employees when calculating 
savings, and did not contain a requirement for savings for each employee’s position.

Th e  provision requiring savings for each  employee’s position was included in the 
administration’s R IP  bill, together with other changes from the prior program designed 
to make the program more cost effective and salable to the legislature. Based on 
discussions with legislators, it was clear that RIP legislation was unlikely to be passed  
unless these types of changes from the prior program were made. While we regret
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that this more limited retirement incentive program precludes som e state em ployees 
from participating, we believe that the limited RIP is better than having no RIP at all.

Th e  question about considering differences in leave accrual rates seem s to be a m oot 
point, b e ca use  this issue would only matter if the RIP statute allowed consideration of 
cumulative position savings.

Please let me know if you need any additional information.



MEMORANDUM s t a t e  o f  a l a s k a
Department of Transportation & Public Facilities 

Alaska Marine Highway System

To: All Vessel Employees

From: Brenda J. Marke' 
Support Services

Date: October 24, 1996

File No: RIP VSPS.WPD
Log No: M260-97

Telephone No: 465-3954

Subject: Vessel Employees - RIP
Eligibility

A response was received from Annalee McConnell. Director. Office of Management and 
Budget(OMB) concerning vessel employee eligibility under the current retirement incentive 
program (RIP) statue provisions (see attached memoranda).

The literal reading of the legislation did appear to exclude participation by vessel employees. 
However, after requests received from many of you and union representatives, we felt it important 
to pose the question to OMB. . . asking if we could apply the same logic of cumulative savings 
through lower leave accrual as during the past RIP. OMB's response was no, since the current 
statute requires savings to each employee’s position and does not allow the consideration of 
cumulative savings from a chain of vacancies and refilling of positions.

I would, however, suggest contacting your Legislators, possibly they can do something to amend 
this in the upcoming legislative session.

If I can be of any further assistance, please feel free to contact me.

cc: Gary L. Hayden, System Director
George Reifenstein, Operations Manager 
Mike Downing, Engineering Manager 
Kelly Mitchell, Port Captain
Damon Jorgensen, Port Engineer y
Captain Steve Demeroutis, Vice President, MM&P
Robert Provost, Regional Director, IBUP /*>/%?</
L Jacque. MEBA Branch Agent, District I

bc~c.



M E M O R A N D U M  sta te  o f alaska
Department of Transportation & Public Facilities 

Alaska Marine Highway System

To: All Steward Department Employees 
All Chief Stewards 
All Chief Pursers

Date: January 10,1996

File No: T IP S J T .W P D  
Log No: VMO116-96 

Telephone No: 465*3954

Subject: Acceptance of Tips Prohibited
Support Services Manager

As a reminder, the acceptance of tips by employees of the Alaska Marine Highways System (AMHS) is strictly 
prohibited conduct. Violation of this policy will result in disciplinary action, up to and including dismissal.

The acceptance of dps by any State employee is prohibited by law. The Alaska Executive Branch Ethics Art provides 
m part at AS 39.52.120:

(b) A public officer may not
(2) accept, receive, or solicit compensation for the performance of 
official duties or responsibilities from a person other than the state

The Ethics Act provides for potential civil and criminal penalties for violations, in addition to appropriate disciplinary 
action.

A “public officer'’ as defined by AS 39.52.960(21)
(A) a public employee

Recent events have brought to light that some vessel employees have continued to accept tips, despite this statutory 
provision. This can no longer continue. Any employee who continues to accept rips does so at his or her own periL

As quickly as possible, signs are to be posted on board vessels which clearly advise the public that vessel employees 
may not accept tips. Juneau Central Office has ordered signs for all vessels.

Undoubtedly, some passengers will continue to leave tips, either by cash left in a service area or by charges to be added 
to credit card charges. If tips are added to credit card charges, the rip amount is to be struck from the charge slip and 
the passenger billed only for the amount of the actual service charges.

If tips are left as cash (or check) in a service area, they are to be returned to the passengers) if possible. If rips cannot 
be returned to the passengers), they are to be turned over to the Chief Steward tor inclusion in the weekly trip revenue 
as a separate line - "Tips Received.’’ The Chief Pursers are directed to add a new line item on the Trip Cash Form for 
“Tips Received".

A copy of this memo is to be provided to each Stewards Department employee reporting for work after the date of ter 
issuance, with receipt acknowledged by the employee in writing. A copy of the memo bearing the employee’s signature 
is to be provided to the employee for retention, with another copy sent to the AMHS Personnel/Payroll Office for 
inclusion in the employee's personnel file. Any violation of this policy is to be immediately reported to the Operations 
Manager for investigation and appropriate corrective action.

I ACKNOWLEDGE THAT I HAVE RECEIVED AND READ THIS POLICY:

Employee Signature Date

Employee Printed Name

cc: Bob Provost, Regional Director, 1BU-P



M E M O R A N D U M

to: Bruce Cummings
Labor Re.ations Specialist 
Department of Transportation 

& Public Facilities

FROM: :raig Wm. Black 
Assistant Attorney General 
Transportation Section

State of Alaska
D e p a r tm e n t  o f L aw

d a t e : March 21, 1996
. r'l 

RLE no.; 663-96-0360

. JxeuVo.: 465-3600
, . t .*• ’• •

s u b j e c t  Ethics: Tips Received by Marine 
Highway Employees

CONFIDENTIAL: ATTORN EY-CLIENT PRIVILEGE

I. INTRODUCTION

The Marine Highway System recently issued a memorandum to its employees 
reminding them that, as state employees, they are prohibited under the Executive Branch Ethics Act 
from accepting, receiving, or soliciting tips for performing their shipboard duties. Cheryl French, 
counsel for the Inlandboatmen’s Union of the Pacific, which represents certain Marine Highway 
personnel, wrote to the attorney general in January to inquire about the prohibition. My research 
concludes that the ethics act prohibits these and other state employees from accepting tips.

II. DISCUSSION

Under AS 39.52.120(b)(2), a public officer may not “accept, receive, or solicit 
compensation for the performance of official duties or responsibilities from a person other than the 
state." A previous opinion states that “[t]his provision was intended both to prevent bribes and to 
prevent employees from receiving double pay for performing their normal duties."’ 1987 Inf. Op. 
Att’y Gen. at 2 (Apr. 24; 663-87-0389).

Certain shipboard feny employees such as bartenders and wait persons occasionally 
receive gratuities from customers for their services. The tips come in addition to their state salaries. 
Because the state already pays its employees to perform their duties, any additional sum received 
oy the employees for performing their duties amounts to additional compensation from a person 
other than the stale. This is just the sort of double pay that AS 39.52.120(b)(2) is meant to eliminate.

The meaning of the term “compensation” in AS 39.52.120(b)(2) has not been set by 
case law or regulation. However, its meaning in the area of federal income tax collection is welL 
established and may fairly be applied in this context.

Congress has defined gross income to include compensation for serv ices. 26 U.S.C. 
j  61(a)(1) (1995). Numerous taxpayers have attempted to avoid paying income tax on tips by

OJOOJ
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‘claiming that tips are not compensation. The courts have had no difficulty in rejecting these 
arguments. Allen v-U.S.. 976 F.2d 975 (5th Cir. 1992); Killoran v. Commissioner. 709 F.2d 31 (9th 
Cir. 1983); Cracchiola v. Commissioner. 643 F.2d 1383 (9th Cir. 1981); Oik v. U.S.. 536 F.2d 876 
(9th Cir. 1976); Andrews v. U.S.. 295 F.2d 819 (CL Cl. 1961); RQb.egS.vJ^QmmissiQflgr. 17.6 F.2cL 
221 (9th Cir. 1949). Given this line of authority, it appears that tips must be considered 
compensation.

Ms. French’s letter attempts to avoid the double compensation prohibition in 
AS 39.52.120(b)(2) by claiming that tips are not compensation. Instead, Ms. French’s letter asserts 
that tips are gifts, which are permitted to an extent under AS 39.52.130. That section of the ethics 
act bars a public officer from soliciting, accepting, or receiving a gift under circumstances that 
suggest that the gift is intended to influence the officer’s performance of official duties, actions, or 

. judgment. AS 39.5.1.130(a).

The two sections of the ethics act, AS 39.52.120 and 29.52.130, contain different 
prohibition*; and operate independently of one another. The courts consistently reject the argument 
that tips are gifts, not compensation. In Killoran. 709 F.2d at 31, a cab driver contended that his tips 
were not taxable income, but non-taxable gifts. The driver claimed that “his customers tipped him. 
out o f a 'detached and disinterested generosity’ because they 4lik(ed) and respeci(ed)’ him, and that 
he accepted the tips ‘only on the condition that they were given as gifts and not compensation for 
cab services performed.’” Id,. Ms. French’s letter makes the same argument about tips for Marine 
Highway employees.

The court disagreed. It found an element of compulsion in tipping, an element not 
found in gifts. The court also found that tips are given as compensation in return for services 
rendered. I i  See also. Oik. 536 F.2d at 879 (tip given to a craps dealer is compensation, not a gift); 
Andrews. 295 F.2dat 819 (tips given to taxi drivers are taxable income, not gifts); Roberts. 176 F.2d 
at 223, 234 (tipping ulack[s] the essential element of a gift, -  namely, the free bestowing o f a- 
gratuity without consideration”; tips are “additional compensation for services”).

Even if deemed a gift, a tip given to a state employee in connection with the 
employee’s performance of official duties would likely not be acceptable under AS 39.52.130(a). 
That subsection requires determining v/hether it is reasonable to infer that the tip was intended to 
influence the employee’s performance. Without implying any wrongdoing by the employee, it could 
reasonably be inferred that a passenger would tip an employee in order to receive additional service.

It might be argued that by enforcing the elimination of tips required by the ethics act. 
the incomes of Marine Highway personnel will be unfairly reduced. In our discussions, I learned 
that tipping was significantly reduced on the ships in the early 1980s when the dining halls were 
removed from most ships. To compensate wait persons for the anticipated loss of tips, their salaries



Bruce Cummings, Labor Relaxions Specialist 
Department of Transportation & Public Facilities 
663-96-0360

March 21,1996
Page 3

were increased. (Note that at that time, the ethics act had not been enacted.) Furthermore, since the 
mid 1980s, all of the ships have carried signs stating that tipping is not required. As a result, the 
impact on income from enforcement of the ethics act is expected to be minimal.

HI. CONCLUSION

Alaska Statute 39.52.120(b)(2) prohibits Marine Highway personnel from accepting, 
soliciting, or receiving tips because tips are compensation for performance of official duties that are 
paid for by passengers, not the state. I hope that this assists you in providing guidance to Marine 
Highway personnel.

CWB/bap

cc: Gary Hayden, Department of Transportation & Public Facilities
Cheryl French, Attorney
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A b o u t t h e  A u th o r

Fred Ross graduated from Juneau High School In 1953 end Joined the U.S. Coast Guard In 
December of that year. During Fred's ensuing twenty-six yoare of Coast Guurd service, thirteen 
of those years were filled with polar experience on Icebreakers serving in the Arctic and the 
Antarctic, while performing research In conjunction with the University of Washington, the 
Scripps Institute, and the U.S.- Underwater Naval Sea Laborutoiy. Mr. Ross served In port 
engineering capacities In Seattle and San frariclsco, as an assistant public works officer on one 
of the largest U.S. Coast Guaid bases, and as an engineering, officer on several ships. During his 
Coast Guard career, Fred circumnavigated the North American contlnont twice In tho pursuit of 
arctic research, polar exploration, and charting assignments on the waters of tho North 
American Arctic for the construction of the DEWUNE. In later years, Fred helped to build 
navigation aids on the North Slope for the construction of the Alaska oil Industry. He retired 
from commissioned service In late 1979.

•
Fred Ross earned a Liberal Arts’Degree from the University of the State of New York, and a 
Bachelor of Science Degree from Columbia Pacific University. Fred holds an Unlimited Chief 
Engineer's License1 Im both Motor and Steam, allowing him to sail In any engineering position on 
any U.S. Flag vessel.

Since retirement from the military, Mr. Ross has worked for the Chevron Shipping Corporation 
performing research withthe State of Alaska, for the State of Alaska Dept of Corrections, and 
the Department of Mental Health and Developmental Disabilities. Fred worked with Klrken 
Industries in the State of Washington performing marine contracts with NOAA on Its research 
vessels and with the USCG on Its malntenance of Coast Guard Icebrcakeis.

Working off and on for over fifteen years with the Alaska Marine Highway System in all licensed 
categories provided Fred Ross with a long-term view of AMHS policies and changes In the 
system. Working for flveyears In the AMHS-Juneau Central Office as a project engineer also 
provided Fred with a deep understanding of AMHS management’s workings, processes, and of the 
AMHS bureaucracy Itself.The Juneau Central Office was fraught wiUr labor difficulties during 
Mr. Ross' tenure at J.C.O., and as a consequence Mr. Ross became a union steward and a union 
delegate with the Alaska State Employees Association. Since that time, Fred has completed a 
comprehensive labor studies program through the University of Indiana.

During Fred’s years of service at the marine facilities In AMHS engineering, he managed the 
construction contracts for the M/V Columbia Marine Sanitation Devices as well as the M/V 
Tustumena Refurbishment. He was later assigned solely to project development; the M/V 
Matanuska Gaily Refurbishment, the Matanuska Car Doors and Car Deck Structural 
Refurbishment, the Matanuska SOLAS upgrades, the M/V Taku Car Doors Refurbishment, and 
M/V Taku SOLAS upgrades were all accomplished during this period.

Fred Ross' years of service and education In the Coast Guard, along with management and 
leadership training In private industry have produced experiences unique In the maritime 
Industry. These experiences left Fred-wlth the strong belief that individual disciplines such as 
economics, science, labor, and politics must work together In providing an end product Fred 
Ross’ resulting philosophy Is simply this: alternatives to success are Just unacceptable.

Fred Ross lives In Juneau with his wife Ursula. He enjoys restoring antique vehicles, and (s an 
avid fisherman



Relationships between shoreside management and vessel staff have b een  

seriously strained for many years. Th e  relationship has recently w orsened leading to 

high cost in risk m anagem ent and decreasing services for the vessels.

Collective Bargaining is strained with poor pay and poorer benefits for A M H S  

vessel employees. Bitterness concerning the Cost of Living Differential (C O L D ) is ever 

present and has colored all elem ents of permanent employees' perceptions o f 

reasonable and fair treatmentfor the future. Em ploym ent uncertainties due to vesse l lay­

ups and the loss of jobs is causing vessel personnel to look for more security and better 

pay elsewhere. M anagement continues to blame vessel labor for all its w oes rather than 

admit any fault. Labor perceives m anagement as a villain and long-term enem y.

The  m anagem ent styles of AM H S are skewed and there is no way to forecast 

management policies or procedures for the future. Shoreside costs  continue to rise at 

an alarming rate while vessel operating and maintenance costs  are diminishing.

Traffic service is declining and traditional, as well as new service dem ands, are n o  

longer being adequately met. C o s ts  of providing service is rising while ridership is 

decreasing. Winter service  to Alaskans has becom e so  unpredictable, expensive and 

untimely that people are looking elsewhere for transportation service. N eeds for 

transportation are growing, but AM HS is not acknowledging those needs. T h e  attitude 

of AM HS m anagem ent show s they are well aware of the dem ands o f the public, but a t 

the sam e time are considering the retirement of an efficient revenue earning vessel.

Th e  new  vessel, replete with limitations may be  unable to efficiently fill the role it



was created for. Expensive to operate and designed with limitations, great care will be 

required for its use. In reality, it is at best a Southeast monolith, not unlike the Columbia, 

and at worst it may be the most operationally expensive and inflexible vessel in the fleet.

There are three ferry system s: the Southeast mainline corridor providing a sea-link 

from the Alaskan interior and Yukon of Canada to the contiguous United States, the rural 

sea corridor linking Southwest Alaska and its communities to the Central Alaska cities, 

and the roadway system. These system s provide the infrastructure for Alaska's economic 

health and growth. The system needs to fulfill the potential of these corridors. Federal 

Highway money should be utilized for the main corridors and Federal Transit funds for 

commuter needs.

The rapid erosion of the Alaska Marine Highway System can be turned around, 

but it must be accomplished by the Alaska Legislature and it must be done this year. 

Money isn't the main problem: organization is. The Alaska Marine Authority Bill, white 

yet imperfect, provides an answer to the methods of improving or correcting the issues 

contained herein.
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I N T R O D U C T I O N

B a c k g ro u n d

The Alaska Marine Highway System (AMHS) provides mainline service between 

Bellingham, Washington, and the major populated communities in Southeast Alaska. 

Historically, this service has been provided by four mainline vessels during the 

summer. Normally during the winter, service is reduced to two or three mainline 

vessels. Outlying rural communities in Southeast Alaska are served on at least a bi­

weekly schedule by two smaller vessels. AMHS also provides service to the 

Southwest System extending from Cordova in the east to Unalaska in the west. 

However, this discussion will primarily focus on marine transportation in the Southeast 

marine corridor. There is a  useful distinction between travelers using the mainline 

service and those travelers from the rural areas.

1) Mainline service is primarily used by travelers taking long distance trips 
which take several days and require overnight accommodations and 
commercial shippers which can ship at better rales or on more convenient 
schedules than provided by other private transportation resources. This 
group of travelers is best characterized as “through travelers."
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2) Rural ferries are primarily used by residents of Alaska's rural areas who visit 
larger communities for health care, shopping, recreation, or brief business 
trips. This category of travel is best described as "commuter service."

3) Mainline service is impacted by summer tourism to such a  degree that 
travel with a vehicle, the primary mission of a highway, is alm ost 
impossible without reservations. Commuter traffic is impaired since the very 
nature of the reasons for travel don't lend themselves to reserving space 
months in advance.

The following report describes and analyzes current and past funding, 

scheduling, planning, fares, and staffing affecting the Alaska Marine Highway System . 

It recommends action that will improve the system for management, labor, and 

transportation for the public. This study is the result of considerable controversy 

concerning the Alaska Marine Highway System.

P u r p o s e  o f S t u d y

The purpose of this study is to determine the causes of reduced transportation 

services for the public and what resources are required to fulfill their transportation 

needs. Based upon the findings, specific recommendations will be made that, [ 

believe, could enhance access to needed transportation resources. Suggestions for 

implementing these recommendations will also be made.

This report provides factual information to guide change. Whatever course 

change may take is, perhaps, less important than the fact that the change be 

immediate and directed at long-term improvement
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Goal

The recommendation section offers ideas that would correct or improve specific 

deficiencies that are adversely affecting AM HS. Other findings of this study concern 

issues related to:

✓ Scheduling that is acceptable to the traveling public with more frequent and 
reliable sen/ice, including multi-year scheduling that allows business 
development;

/  The use of existing vessels and new construction;

✓ Implementation of a public participation program concerning resource 
utilization and capital improvements;

✓ Relocation of AMHS management and administrative staff;

/  Redefining the fleet configuration (the types of ships in the fleet) and the 
routes to serve the needs of rural communities.

E r o s i o n  o f  a  H i g h w a y 3



T H E  F O L L O W IN G  D O C U M E N T ( S )  

H A V E  B E E N  R E F IL M E D  T O  

A S S U R E  L E G I B I L I T Y  O R  P A G IN A T IO N

Central Microfilm Services 
Departcmenl o f  Education 
State o f  Alaska



S U M M A R Y
Relationships between shoreside management and vessel staff have been 

seriously strained for many years. The relationship has recently worsened leading to 

high cost in risk management and decreasing services for the vessels.

Collective Bargaining is strained with poor pay and poorer benefits for AM HS 

vessel employees. Bitterness concerning the Cost of Living Differential (COLD) is ever 

present and has colored all elements of permanent employees' perceptions of 

reasonable and fair treatment for the future. Employment uncertainties due to vessel lay­

ups and the loss of jobs is causing vessel personnel to look for more security and better 

pay elsewhere. Management continues to blame vessel labor for all its woes rather than 

admit any fault. Labor perceives management as a villain and long-term enemy.

The management styles of AMHS are skewed and there is no way to forecast 

management policies or procedures for the future. Shoreside costs continue to rise at 

an alarming rate while vessel operating and maintenance costs are diminishing.

Traffic service is declining and traditional, as well as new service demands, are no 

longer being adequately met. Costs of providing service is rising while ridership is 

decreasing. Winter service to Alaskans has become so unpredictable, expensive and 

untimely that people are looking elsewhere for transportation service. Needs for 

transportation are growing, but AMHS Is not acknowledging those needs. The attitude 

of AMHS management shows they are well aware of the demands of the public, but at 

the same time are considering the retirement of an efficient revenue earning vesse l.

The new vessel, replete with limitations may be unable to efficiently fill the role it



was created for. Expensive to operate and designed with limitations, great care will be 

required for its use. In reality, it is at best a Southeast monolith, not unlike the Columbia, 

and at worst it may be the most operationally expensive and inflexible vessel in the fleet.

There are three ferry system s: the Southeast mainline corridor providing a sea-link 

from the Alaskan interior and Yukon of Canada to the contiguous United States, the rural 

sea corridor linking Southwest Alaska and its communities to the Central Alaska cities, 

and the roadway system. These systems provide the infrastructure for Alaska's economic 

health and growth. The system needs to fulfill the potential of these corridors. Federal 

Highway money should be utilized for the main corridors and Federal Transit funds for 

commuter needs.

The rapid erosion of the Alaska Marine Highway System can be turned around, 

but it must be accomplished by the Alaska Legislature and it must be done this year. 

Money isnt the main problem; organization is. The Alaska Marine Authority Bill, while 

yet imperfect, provides an answer to the methods of improving or correcting the issues 

contained herein.
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I N T R O D U C T I O N

Background

The Alaska Marine Highway System (AMHS) provides mainline service between 

Beilingham, Washington, and the major populated communities in Southeast Alaska. 

Historically, this service has been provided by four mainline vessels during the 

summer. Normally during the winter, service is reduced to two or three mainline 

vessels. Outlying rural communities in Southeast Alaska are served on at least a  bi­

weekly schedule by two smaller vessels. AMHS also provides service to the 

Southwest System extending from Cordova in the east to Unalaska in the west. 

However, this discussion will primarily focus on marine transportation In the Southeast 

marine corridor. There is a  useful distinction between travelers using the mainline 

service and those travelers from the rural areas.

1) Mainline service is primarily used by travelers taking long distance trips 
which take several days and require overnight accommodations and 
commercial shippers which can ship at better rates or on more convenient 
schedules than provided by other private transportation resources. This 
group of travelers is best characterized as "through travelers."
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2) Rural ferries are primarily used by residents of Alaska's rural areas who visit 
larger communities for health care, shopping, recreation, or brief business 
trips. This category of travel is best described as "commuter service."

3) Mainline service is impacted by summer tourism to such a  degree that 
travel with a vehicle, the primary mission of a highway, is alm ost 
impossible without reservations. Commuter traffic is impaired since the very 
nature of the reasons for travel don't lend themselves to reserving space 
months in advance.

The following report describes and analyzes current and past funding, 

scheduling, planning, fares, and staffing affecting the Alaska Marine Highway System . 

It recommends action that will improve the system for management, labor, and 

transportation for the public. This study is the result of considerable controversy 

concerning the Alaska Marine Highway System.

P u r p o s e  o f  S t u d y

The purpose of this study is to determine the causes of reduced transportation 

services for the public and what resources are required to fulfill their transportation 

needs. Based upon the findings, specific recommendations will be made that, I 

believe, could enhance access to needed transportation resources. Suggestions for 

implementing these recommendations will also be made.

This report provides factual information to guide change. Whatever course 

change may take is, perhaps, less important than the fact that the change be 

immediate and directed at long-term improvement
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Goal

The recommendation section offers ideas that would correct or improve spe ;ific 

deficiencies that are adversely affecting AM HS. Other findings of this study concern 

issues related to:

/  Scheduling that is acceptable to the traveling public with more frequent and 
reliable service, including multi-year scheduling that allows business 
development;

/  The use of existing vessels and new construction;

/  Implementation of a public participation program concerning resource 
utilization and capital improvements;

/  Relocation of AMHS management and administrative staff;

✓ Redefining the fleet configuration (the types of ships in the fleet) and the 
routes to serve the needs of rural communities.
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METHOD
The dearth of literature on the management, schedules and traffic volumes of 

AMHS led to the selection of an inductive methodological approach for this paper. 

This approach is a type of factor searching study in which concepts and their 

interrelationships emerge to describe a process. The first step of the process began 

with data collection. The technique for the report involved collecting and analyzing 

the data and information concerning AMHS and determining from those findings the 

matenc. to research next. During this process observational and data notations were 

kept. The goals was to develop a well-integrated concept from the information 

gathered, and to provide a  general overview of the system  as it exists and functions 

today.
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By
_________________________ F r e d  A . R o s s _____________________________________

PERSONNEL PERSPECTIVES
Mianagement/Vessel Relationship

The Acre's Report, the product of a Canadian, Montreal-based consulting firm

hired by AMHS to investigate its management system in 1987, briefly d iscu ssed  the

distrust between management and vessel personnel. Nearly a decade has p assed

since the Acre's Report and the interaction between management ar.d ve sse l

personnel has continued to decline. Respect and cooperation has, for the m ost part,

disappeared and every action, directive, or change in policy and procedure, is  viewed

with distrust These statements from the Acre's Report are well worth repeating.

"There is an extraordinary degree of mistrust between ship ana shore 
that has its root in the overall relationship between management and 
staff.

Ship system s and operations cannot function in isolation from the shore, 
both are interdependent. There must be an effective dialogue between 
the two, outside of contract negotiations. Planning forums for the ship 
to understand management's prerogatives, and the shore to respond to 
ongoing needs of each vessei are essential.

The division of the two into employer and employee cam pus m ust 
cease and ship personnel be made aware that their input to both the

T H E  E R O S I O N  O F  A  H I G H W A Y
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short and long term planning process is both understood and 
appreciated."

Recent closures of the bars aboard the vessels are an example of present 

managements' ongoing unwillingness to resolve perceived problem areas in 

cooperation with the crews. In fact, this whole bar issue was a  simple difficulty that 

could have been readily resolved through joint cooperation between office and vessel 

staff. However, management refused to cooperate. The result is that with the bars 

closed, increased, unrnonitored drinking occurs aboard the vessels. Management of 

uncontrolled drinking is a safety problem for the crews. Crew members on all of the 

ships agree, drinking has increased and the state has lost that revenue.

AMHS is allegedly saving money from the wages of the bartender positions. 

This view is short sighted for a state agency that shares in the state's responsibility 

for the economic well-being of state residents. This "savings" has an impact on jobs 

in the communities served by AMHS. Communities such as Ketchikan, which is 

already losing hundreds of jobs from the pulp mill closure, may loose additional jobs 

as a result of bar closures. The majority of the bartenders live in Ketchikan and it 

will be effected by the reduced wages and loss of these ferry jobs. Juneau is 

another community that is feeling the effects of this decision. The Alaskan Brewing 

Company in Juneau reports a  thirty percent decrease in sa le s due to the ferry bar 

closures, thereby again having an impact on community jobs. Since many out-of­
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state visitors were first introduced to this Alaskan product on the ferry, it is difficult 

to assess how far reaching the effects of closing this market for an Alaskan product 

will be.

The guise of closing the bars to save money is preposterous at b e s t  W hy 

not do away with the baggage cars? They are expensive to purchase; require 

maintenance; someone must drive them and they take up vast amounts of revenue 

space on the car deck. Really, the fact that they are a sen/ice should be secondary 

if we follow current AM HS management logic.

While AMHS management points fingers at the vessel personnel, and v e sse l 

personnel point fingers at the Juneau Central Office (JCO), the crux of the matter is 

that both are somewhat at fault, and neither are entirely responsible for the d istru st 

Nonetheless, no one works together to solve problems. There is no leadership.

Metaphors can often clarify conditions much better than lengthy explanations, 

so I will provide a metaphor as an example. Years ago, AMHS used to put Sk ip p y  

peanut butter on all the ships for the crews. There was both crunchy and cream y. 

As time passed, management noticed that the crunchy was a lw a,'  being reordered. 

They asked the chief stewards, 'Why?" The reply was T h e  crew likes and eats the 

crunchy." Management decided that this was a waste of peanut butter and they 

could save some money. They decided that until the crew ate the creamy, no m ore 

crunchy would be ordered. Today you will only find creamy peanut butter on the
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vessels and it is all years old. This is not just a metaphor, but also a true story 

about the working relationship between management and crew.

The AMHS office engineering staff, with the exception of the port engineers, 

are all civil engineers or construction engineers with virtually no marine training or 

experience. There is one Naval Architect on staff.

Projects and routine maintenance are planned by JCO  office staff with little, 

if any, input from vessel personnel. This results in refurbishments that are very 

costly, require high maintenance, and are frequently incomplete due to cost over­

runs. The installation of inefficient and cumbersome machinery is standard fare. For 

instance, the Malaspina galley has a serving line that is slow and impossible to 

efficienty move people through. The scullery is way too small and the food 

preparation layout, except for the chief cook station, is difficult to work in.

All of the vessels are equipped with Marine Sanitation Devices that do not 

work in Southeast locations where there is low sea water salinity. Frequently, 

engineers must pump raw sewage over the side to keep it from backing up into 

accommodations spaces. These same devices cost thousands and thousands of 

dollars for replacement parts and hundreds of man-hours of monthly maintenance. 

The Matanuska's and the Taku's main propulsion repowers have resulted in enormous 

vibrations in the vessels and an extremely high cost in parts and difficulty in
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procuring parts. All of these project difficulties are a  direct result of no crew Input, 

or when there was input, it was ignored.

There are deficiencies in project preparation. Peer review of work and review 

of proposed work aboard the vessels are lacking. Vessel crews should have an 

opportunity to review and provide input about plans and specifications and to verify 

the accuracy of these specifications. Consultants rarely enlist the assistance o f 

vessel employees, who the changes will affect most. Expediency is the main goaf, 

or in simpler terms, we better spend the federal money before someone else spends 

it.

A M H S  V e s s e l  E m p lo y e e s

By the end of 1996, the Alaska Marine Highway System employed 

approximately eight hundred people. This includes vessel, terminal, and office staff 

in both Southeast and Southwest Alaska. There are six hundred and seven ( f  )7) 

permanent, and one hundred and forty-four (144) part-time vessel em ployees, and 

of these, over ninety percent (90%) live in the state. There are one hundred and 

seventy three (173) permanent shoreside employees, and twenty-nine (29) part-time 

employees (1996 DOT, AM HS Budget Report). Alaska pays AMHS workers forty-nine 

million dollars In wages and benefits and twenty-one million of this com es directly 

from revenues. This money, both directly and indirectly, contributes to the state's
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economic health (McDowell Report, 1992). The Collective Bargaining Unions: Inland 

Boatman's Union of the Pacific, and the Masters Mates and Pilots overall benefits 

constitute approximately thirty-one percent (31%) of their total pay package. The 

Marine Engineers' Beneficial Association P C  Dist-1 is twenty-eight percent (28%). The 

thirty-one percent (31%) figure falls well in line with the bulk of other state 

employees.

If the AMHS were a private employer, it would rank as the seventh largest in 

the state and about equal to the Alyeska Pipeline Service Company (Alaska Economic 

Trends, Alaska Department o f Labor, 1992). One out of every eight dollars spent in 

Alaska is spent by a visitor who traveled via the AMHS.

International ship managers recognize American sailors in the 90's as a bargain 

for manning merchant vessels worldwide. This labor pool is well trained and less 

expensive than merchant seamen from Scandinavia, Germany, Japan, and several 

other nations. Here at home, Alaska Marine Highway sailors, licensed and 

unlicensed, are paid less than their opposites in Washington State. Such a  condition 

is out of line and has led to the loss of many talented employees.

• The most serious attrition has been from the licensed ratings, especially 

Captains and Mates. Many have opted to quit and join pilot associations, where 

their cash earnings are several times greater than a ferry system Master. It is only 

the working conditions (Quality ships and crew, challenging runs, and sailing periods
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of weeks instead of months) that keep most deck and engineering officers with the 

Marine Highway. However, the attrition will continue to grow as long as the wage 

schedules remain so low and the ugly "Cost of Living Differential" remains in place. 

R i s k  M a n a g e m e n t

.Risk management should be a concern to AMHS. The primary reason so  

many AMHS employees file large injury claims against the state is because the 

Juneau Central Office takes the stance that everyone who becomes sick or injured 

is malingering. The behavior exhibited towards injured or sick marine employees is 

so  atrocious and callous as to transcend any sense of social decency. The only 

defense against AMHS management left to a marine employee is to invoke the full 

protection of maritime law. In almost every case, AMHS either denies or attempts 

to deny unearned wages or maintenance and cure. Too frequently, no choice 

remains to the employee but to seek remedy through the courts. Even when the 

cause of injury is the direct negligent fault of AMHS management, the employer 

requires the injured party to use all of their sick leave, all of their personal leave, and 

then pay the insurance deductibles. Mr. Charley Hawn of Ketchikan lost a finger 

after warning the employer of a dangerous work condition. Mr. Hawn had to use 

all his medical leave, ail his personal leave, and when he had nothing left, AMHS 

canceled his medical benefits. John Eldrldge of Juneau had both legs broken by
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a defective parting mooring line on the M/V Columbia and was similarly treated. Mr. 

Eldridge may never walk normally again, but AMHS, in an effort to protect 

themselves against liability, got rid of the line immediately after the accident as it 

may have been evidence in a law suit. Of course, crew members helping a  

shipmate scrounged up a  piece of the line and now it probably will be used as 

evidence. As no workman's compensation is provided, what other alternatives are 

available to an employee? According to Bruce Cummings, Personnel Officer of 

AMHS, the state is now paying roughly $40,000 per month to risk management and 

a large percentage of that goes to unearned wages and maintenance and cure. 

There is no way to monitor what is paid to vessel employees because of bad faith 

and resentful attitudes.

Going beyond crew and management attitudes, little has been accomplished 

over the years to promote every day vessel safety. Common practice is to expect 

personnel to inspect tanks and voids without ensuring that sufficient oxygen is 

present. Often times, there are no safety standbys at the tank entrance. Breathing 

apparatus, such as air m asks, are poorly cared for, and appropriate filter cartridges 

are rarely available. Just this last September, nine Matanuska crew members were 

required to work in spaces so  filled with sandblast grit that they became ill. In the 

days following the event, they were required to work in an atmosphere filled with
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Keytone paint fumes, causing extreme discomfort, not to mention the permanent 

physical damage this may have caused.

Crew members are required to discharge waste oils into trucks and tanks that 

are unsafe to drive or use. This is an inexpensive solution to a  relatively expensive 

problem and removes the burden of responsibility in dealing with the sub stan ces 

from office management.

Vessel employees are subject to periodic drug testing, particularly licensed 

personnel. Crew members are unable to take non-prescription drugs for even 

headaches or colds as these can show up as a positive on a random drug te s t  

This increases cost as employees may get off the ship and claim unearned w ages 

for relatively minor ailments and require transport home.

While the AMHS Juneau office has a safety officer and a port engineer, ft 

appears that they are more interested in staying away from the vessels and saving 

money for the system than correcting safety issues. One example is the rotten car 

deck sprinkler systems that are constantly being patched by crew m em bers. Th e 

car deck is the largest fire zone on the vessels. This space has more volatile 

materials than any area on the vessel and is the least protected. The sprinkler 

system Is checked quarterly by the Coast Guard, but frequently the crew s test them  

In advance to ensure they work properly. Even then, the system s often fail. The
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system s are always patched. They are never permanently repaired and tested in a  

manner that assures that if ever really needed, they would work properly.

The new SOLAS required fire detection alarm system installed aboard the M/V 

Taku is so bad that alarms are now often acknowledged by crew members and not 

even investigated. This system hasn't worked correctly since installation. Reports 

to the Juneau Central Office managers have gained little response, so many crew 

members have become complacent. "It's another piece of equipment the office had 

installed that doesn't work and the office expects the crew to re-engineer it and make 

it work."

This report will not touch on affirmative action policies in AMHS because they 

just don't appear to be any, other than forcing female employees, who are harassed 

or threatened on the job, to file with the Human Rights Commission or the Federal 

Civil Rights Commission in order to resolve unacceptable treatment. Women who 

are too afraid to stand up for their rights continue to be abused. Sexual harassment 

aboard ships is a safety issue.

The attitude of management appears to be that there is no risk management 

until there is a large claim or lawsuit and the state looses. Then, of course, there 

is apparent risk.
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