NA LEVISLATURE UUVIVILLIEE FILES 1J9(-1990 00 /2
9758 SENATE TRANSPORTATION



THE PROPOSED AUTHORITY WOULD BEAMOVE INTHE WRONG DIRECTION

AS FAR AS TRANSPORTATION INALASKA ISCONCERNED. SIX (6) YEARS AGO,

CONGRESS INTriATEDMAJOR CHANGES INTHE NATIONAL TRANSPORTATION

INDUSTRY WITH THE ENACTMENT OF THE INTERMODAL SURFACE

TRANSPORTATION EFFICIENCY ACT OF 1991 (ISTEA). "INTERMODALZ?ISTHE “1" 1IN

ISTEA. THE SIMPLE GENII SOF ISTEA ISITSPREMISE THAT TRANSPORTATION

CHOICES CANNOT BE EFFICIENTLY OR ECONOMICALLY MADE INISOLATIONI1IROM

ONE ANOTHER. THIS CONCEPT ISCALLED INTERMODALISM.

A DECISIONTO INVESTMORE PUBLICMONEY INRONDS, OR INAIRPORTS,

OR INFERRY VESSELS, REQUIRES A BALANCING OF PUBLIC POLICY ISSUES THAT

CANNOT BE COMPLETELY BALANCED IFONE TRANSPORTATION MODE IS

SOMEHOW TREATED DIFFERENTLY. NATIONALLY, THE TREND ISTO BRING

MODES TOGETHER TO PROVIDE MORE EFFICIENT TRANSPORTATION SYSTEMS. AS

ITRAVEL TO OTHER STATES AND DISCUSS ISSUES WITH MY PEERS, ITISCLEAR

THAT INTERMODALISM ISNOT A PASSING FAD. ITISHERE TO STAY BECAUSE IT

JUSTMAKES SENSE. ISTEAWILL BE REAUTHORIZED THIS YEAR BY CONGRESS AS

ISTEA n.

WE ALL RECOGNIZE THAT THE MARINE HIGHWAY SYSTEM CANNOT

CONTINUE TO OPERATE AS IFITWERE STILLTHE 19608%. TLMES HAVE CHANGED,

AND THE NEEDS OF ALASKA SCOMMUNITIES AND THE TRAVELING PUBLICHAVE

CHANGED, THE TRANSPORTATION NETWORK ALONG ALASKA 3COASTLINE HAS

CHANGED. THE CHANGES NEEDED INTHE MARINE HIGHWAY SYSTEM MAY BE

DRAMATIC. HOWEVER, SB 21 TAKES US INTHE WRONG DIRECTION. WITH THE

HELP OF THE LEGISLATURE, WE NEED TO WORK TO INSURE THAT THE MARINE

HIGHWAY SYSTEM TRULY FUNCTIONS AS AN INTEGRAL ELEMENT INAWELL-
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DESIGNED STATEWIDE TRANSPORTATION SYSTEM. THIS ADMINISTRATION WILL

CHANGE AND IMPROVE THE SYSTEMBUT THESE CHANGES MUST BE WELL

THOUGHT OUT AND HAVE THE SUPPORT OF THE PEOPLE OF ALASKA. THIS TAKES

TIME AND THE WORST ACTIONWE CANTAKENOW ISTO MAKE CHANGES SUCH

AS THIS BELLDOES WITHOUT THOUGHTFUL AND DELIBERATE CONSIDERATIONS

OF ITSSHORT AND LONG TERM CONSEQUENCES.

H R
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Andrea Barkfey
P.O. Box 1037
Ward Cove, Alaska 99928

To: All State of Alaska Representatives and Senators

Please enter this letter into the legal record on the subject of
The AM.H.S. Bar Closures:

Until September of 1996, | had been a bartender on AMHS vessels for over
18 years. Over those many years, | have witnessed a huge variety of
events. Mostly, | have seen foreigners from one end of the planet meet
locals from the opposite end of the planet. Without fail, the one (and
sometimes only) thing all these people had in common was Alaska.

The bars on the ferries were, in reality, traveling public relations centers
for our state- Thousands upon thousands of recommendations, observations,
and experiences were exchanged. Restaurants, camp sites, hotels, events,
points of interest were endorsed or rejected. Guidance was given on
everything from A): 'Which road to take’, to Z); 'How to best enjoy the
Alaskan experiencel The one thing everyone could, and did taik about was our
state; the beauty of it, the unusual people who populated it, ,how It remains
one of the most unique, pristine environments left in our country if not on

our earth.

Bars on the ferries were a place for exchange; the exchange of ideas, the
exchange of money. Over the years, | was only one of many bartenders who
participated In the revenue intake of untold hundreds of thousand;, if not
millions, of dollars for our state. AMHS vessels were paid for in full years
ago by public bonds. This reality, along with several other unique factors,
allowed the State to possess and profit from a previously unheard-of
remarkable business opportunity. The State sold this product in 3 low
overhead-cost environment, enjoyed the singular privilege of purchasing the
cheapest liguor in the state through duty-free Canadian Sea-stores, and had
the extraordinary opportunity of benefitting from a monopoly of sales of this
service to a captive audience; literalfy hundreds of thousands of people who
could not go "across the street" for their next drink.
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TO: THE ALASKAN STATE SENATE, TRANSPORTATION COMMITTEE

FEBURARY 18, 1997

FROM: ANDREA BARKLEY
80X1037
WARD COVE, AK. 99928

| WAS A BARTENDER ON THE ALASKA MARINE HIGHWAY SYSTEM FOR 18
YEARS, UNTIL | WAS PUT OUT OF MY JOB WHEN THE BARS WERE CLOSED IN

SEPTEMBER OF 1996.

WHEN | SPEAK ABOUT THE BAR CLOSURE ON THE FERRY SYSTEM, | MUST
ADDRESS IT AS “THE BIG LIE”. 'M SORRY TO HAVE TO PUT IT TO YOU IN
SUCH A DIRECT WAY, BUT AT THIS POINT, | FEEL IT TRULY IS IMPORTANT TO
TELL THE TRUTH ABOUT WHAT REALLY HAPPENED.

“THE BIG LIE” WAS THAT THE BAR CLOSURE WAS ABOUT LOSS OF REVENUE.
THIS WAS NEVER TRUE; THE BAR CLOSURE WAS NEVER ABOUT REVENUE
LOSSES AT ALL. THE REASON WE KNOW THIS IS BECAUSE OF 3 FACTS:

1) THE LE CONTE BAR WAS CLOSED RIGHT IN THE HEIGHT OF THE SUMMER
SEASON; JUNE 1ST. THE “EMPLOYEE POSITION SAVINGS” THE STATE SAID
THEY MUST HAVE WAS NEVER GAINED, BECAUSE THAT EMPLOYEE WAS
SIMPLY MOVED OVER TO ANOTHER JOB ON THE SAME SHIP, SAME CREW. NO
“EMPLOYEE COSTS” WERE SAVED; ONLY REVENUE LOST.

?7,) DIRECTOR GARY HAYDEN TOLD THE IBU THAT IF SOLUTIONS COULD BE
FOUND TO OFFER THE SAME COST-SAVINGS THE STATE WAS SEEKING, THE
DECISION TO CLOSE THE BARS WOULD BE RE-CONSIDERED. THE IBU THEN
ENTERED INTO EXTENSIVE LABOR/MANAGEMENT MEETINGS WHICH OFFERED
MANY SUGGESTIONS ON HOW TO INCREASE REVENUE IN THE BARS. ALL WERE
BASICALLY NO-COST ITEMS, AND ALL SUGGESTIONS WERE IGNORED. ON THE
MATANUSKA, THE CREWS WENT AHEAD AND IMPLEMENTED THESE
SUGGESTIONS, WITHOUT MANAGEMENT DIRECTION. CONSEQUENTLY, THE
MATANUSKA IMMEDIATELY BEGAN BRINGING MORE REVENUE INTO THE BARS.
JUNEAU CENTRAL OFFICE, HOWEVER, WAS NOT INTERESTED IN OUR EFFORTS
OR IMPROVEMENTS. THEY SIMPLY DID NOT WANT TO HEAR IT.

c.E-pt --



3) THE STATE ANNOUNCED THAT THE BAR ON THE COLUMBIA DID MAKE
MONEY. AND THEREFORE WOULD NOT BE CLOSING. THEN, AS SOON AS THE
BARS ON THE OTHER VESSELS WERE CLOSED; THE BAR HOURS ON THE
CQLUMBIAJA/ERE CLTLFROM 12 HOURS OF OPERATION A DAY TO 6 HOURS OF
OPERATION. NOW, WHAT BUSINESS MAN IN HIS RIGHT MIND WHO'S P.EAJ Y
WORRIED ABOUT LOSING MONEY CLOSES DOWN HIS ONLY PROFITABLE
BUSINESS VENTURE FOR HALF OF ITS’ OPERATING HOURS?

TODAY, THERE IS NO ONE HERE THAT CAN TELL ALL OF YOU WHAT THE TRUE
“HIDDEN AGENDA” REALLY WAS BEHIND THE BAR CLOSURES ON THE FERRY
SYSTEM. YOU WILL HAVE TO ASK THAT QUESTION DIRECTLY IN THE
GOVERNOR'S OFFICE IF YOU REALLY WISH TO KNOW.

BUT, BECAUSE OF THESE THREE FACTS, WE NOW KNOW THAT “LOSS OF
REVENUE” WAS NEVER THE TRUE REASON BEHIND THE CLOSURE OF THE
BARS. IT WAS “THE BIG LIE". IT WAS THE “RED HERRING” WE WERE MENT TO

CHASE INTO THE BLIND ALLEY.

PLEASE DON'T MAKE THE SAME MISTAKE ON THIS SUBJECT THAT THE IBU
MADE; PLEASE DON'T WASTE YOUR OWN PRECIOUS TIME CHASING THE RED-

HERRING.

THE CITIZENS AND VOTERS AND ALASKAN VISITORS WANT THE COCKTAIL
SERVICES ON THE ALASKA MARINE HIGHWAY VESSELS OPENED AGAIN.
HUNDREDS OF PASSENGERS HAVE SENT IN COMMENT CARDS DIRECTING THAT
TO HAPPEN. NINE PEOPLE WROTE IN TO SAY THEY WERE GLAD THE BARS
WERE CLOSED. 668 PEOPLE, (AND MORE COMING IN ALL THE TIME), WANT THE
BARS OPENED. NINE DO NOT. THE ADMINISTRATION OF AMHS IS FLATLY
REFUSING A MANDATE OF THE PEOPLE. THIS «IS, WRONG; AMERICAN
GOVERNMENT WAS DESIGNED TO SERVE THE WILL OF THE PEOPLE. THE L4ST
TIME | LOOKED, THE BILL OF RIGHTS WAS STILL IN EFFECT.

IT IS MY PERSONAL STRONGLY HELD BELIEF THAT IF SENATE BILL #21 DOES
NOT PASS THIS LEGISLATIVE SESSION, THE ALASKA MARINE HIGHWAY
SYSTEM WILL NOT SURVIVE; OUR SOUTHEASTERN AND SOUTHWESTERN

WATER ROADWAY WILL DRY-UP, LVAPORATE, AND VANISH.
I URGE YOU, AS REPRESENTATIVES OF THE PEOPLE OF ALASKA, TO PLEASE

SUPPORT AND PASS SENATE BILL #21.
THANK YOU,

(>



An economic analysis of the “anous codons -Bbeing prepared. This analysis 5
com"idcring the cosa and revenues cfeach optics. Ailer apreliminary analysisof
several options, AMK 3 isfocusing on die sheen most viable eitsrunuvsc:

a. Redeploy the MaidspiOft to die 3eiiinghana. route and run thenew vessel our

ofPrince ?report.

b. Redeploy the Maiwpkia toNorth Lynn Canal ana operate itas a day boar.

c. Replace the Milaspinawith, the new vessel operating out ofPdace ?rupcrt.

Negotiations with the three marine labor unions will focus on contractual changes ro
allow AMHS tooperate a vessel ina “day boar””sunns. Tee current labor contracts
arc builtaround a twenty-four hour day, seven days a week cpererioiL. Running the
Malaspina as a day boat inNorth Lynn Canal isone of the options.

The condition of the vessel isbeing updated Before adecision is made, the capital
coses must be considered. Capital haded projects arc needed on the vessel ro meet
current regulations, ro upgrade passenger aceommodaaoss, ro repair various
fixture? co m.-tinrain operational status, and to provide asafe healthy environment
for work and passenger cravcL Asbestos and regulatory compliance are probably

the two factors of immediate concern.

Public participation will eiso oe a key step in the decision process. The issue and.
all the facts will be presented ro cht people or Southeast.

0 CV Operating Considerations
The current draftplan for deployment of the new vessel includes summer strAcz in

Southeast Alaska, service in Southwest Alaska when the M/ V Tustumena isonf tine
for overhauls and repairs, and pioneering a cross-guu*service. The vessel will also he
used as an emergency command center as needed during a natural disaster or oil spiil

Bar Gosnrt Comments
Since June, the AMH S has received 1,530 passenger comment forms. Of those forms remarking

on the bar H/rmrg wrote in ftnft - ytri 3 cnmraenrafavored tMLdIFISttEL. .

The number ofpassenger comment forms received is slightly sk. ved because several ships sent
inmultiple unsigned fonns, ail in the same handwriting. Many respondents we-c more

ccaccmcd with cha pctechai lack of an area co smoke or to escape children than with die ahsance
6f alcohol . Letters and calls have run spproximaiely uo% for closing, and 60% for staying open.

Shore Support
The perception that shore support has grown and vessel positions have been deleted, and/ov
impacted by seasonal layon isnot supported withhistorical numbers. The peres?r»on pc:

due toanumber ofreorgsnizanoos and a shift in where employee." were budgeted, i.e.,

Depamuent ofTranscortanoa & Public Facilities and, over the last few years. AMH5 , iliar b ve

listened =e real picture.



DRAFT

AMHS FOOD COST CONTAINMENT fLaN AMENDMENT A g

Mike Young/Joe Ver

Start date:  Mid October 1996 orNovember 1,1996. after the plan ispresented ata Chief
Stewards meeting tentatively scheduled for either the first or second week of October 1997.
Completion date; June 30, 1997

MEFIfIMzsitofill

EM;

This amendment is in addition to the plan submitted by Mike Young during the week of August
15,1996. ' m,

Soda pop and candy which are both sold invending machines on AMHS vessels are currently

purchased from Alaskan vendors but not on a contractbasis. InFY 96 AMHS purchased

approximately $62,000.00 inboth sodapop ($40,000) and candy ($22,000). By placing both of

these commodities out for bid, AMHS may be able to reduce the purchasing costs for both flx % *9
commodities from two to ten percent. This would be based on more than two vendors showing /»
interest inbidding for these commodities.

A proposed draft four (4) week menu plan for lunch and dinner was submitted to the current
members of the labor-management food committee (see attached). This 4 week menu cycle is
based on entrees currently served on AMH S vessels and low*fat/vegetarian recipes from the

s catinwise o uantity Cookbook. The low-fat/véyetarian recipes are included in thismenu cycle
based on comments from both the crew and passengers requesting more healthy entrees. =

The 4 week menu cycle needs to be incorporated with the lunch service plan initially developed
by the labor-management food committee and needs to also include more galley crew input from
the other vessels. The proposed 4 week menu cycle isflexible so that the number of entrees,
vegetables, starches can be added or subtracted especially for the dinner menu.

V/hat a (4week) menu cycle accomplishes isaplanned lunch and dinnermenu forallAMH S
vessels. The ChiefCook and Storekeeper will be able to keep usage figure records on different mm
entree items. Both the ChiefCook and Storekeeper will be able to reduce storeroom inventory
because they will only keep the raw food ingredients in storage that are needed for a particular

week"s menu.

Both the passengers and the crew will be served the same menu items. Recipes will become
standardized and based on quantities for 25, 50, 75,100 etc. Usage records (soup, entrees,

starches, vegetables, fast food fere etc. will assist the ChiefCook astohow much to prepare
during thenext menu cycle. These alsowill be based on the time of the year, the number of
passengers traveling, youth groups traveling etc. The menu cycle issetup so that leftovers from



Alaska Cabaret, Hotel* Restaurant and Retailers Association
A Resolution

Rotating to tho Inlandbcatman’s Union
Bo It rosolved by the Alaska Cabaret, Hotel, Restaurant and Retailera AKiooiatJon:

'WHEREAS the Alaska Cabaret, Hotel. Restaurant and Retailers Association
supports any services which develop tourism on tho Alaska Marine Highway Syswm.

.~ WHEREAS any cuts in services on the Alaska Marine Highway System
negatively impacts tourism industry development in Alaska.

WHEREAS the closure of alcohol service bare will encourage Increased alcohol
consumption in unouthorizfld areas of the ships.

WHEREAS the cloture of alcohol beverage service bars reduce* valuablejobt on
tha Alaska Marino Highway System.

_ WHEREAS Introduction of gaming on the Alaska Marine Highway System would
increase revenue Ibr the Alaska Marine Highway System.

BE IT RESOLVED that the Alaska Cabarm, Hotel, Restaurant and Retailers encourages
all hospitality industry individuals and groups to support all services which encourage
tourism development on tho Alaska Marine Highway System.

Ct-\tM 2 . £L



Al as k a State Legislature
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From: Leif Jenkinson, Patrolman 10 Feb. 1997

I.B.U.-P. Ketchikan
P.O. Box 6300
Ketchikan, AK 99901

To: Senate Task Force j

Dear Task Force:

The Inlandboatmen's Union of the Pacific, while representing over 80% of tho
Fleet workers, has remained neutral on the subject of Senator Tayloris bill. We would,
however, like to point out several factors for your consideration.

First, the present problems within A.M.H.S. are so long standing and so severe,
that we believe it will take extraordinary efforts to solve them. We do not see that
happening from within the present organization. Considering the years unsuccessfully
spent trying to change the administrative structure ofthe AM.H.S., and the resistance
of the present Director and Commissioner to meaningful change, it is time to do
something drastic.

Second, We believe that the Administration is wrong when they claim that
creating a Marine Authority will create another layer of bureaucracy. AM.H.S. is
already a top-heavy bureaucracy. Itisjudged possible, but by no means certain, that
an Authority might actually reduce the bureaucracy.

Third, Mr. Perkins has etat9d to the Operating Fleet that it would be
counterproductive to have the AM.H.S. “competing* for dollars with the other statewide
transportation needs. Currently, A.M.H.S. can’t compete because those who make the
ultimate decisions are all road and airport engineers and builders. Itis felt by some
that an Authority might have a chance to level the playing field for Marine
Transportation. There are good people working in AM.H.S.’s J.C.O., but they are not
apparently making the decisions.

We believe that the present A.M.H.S. fleet could be running at or beyond
capacity nearly full year, bringing in a much higher percentage of its operating costs
and providing much more satisfactory service, encouraging expansion of the fleet and
of the economies not only of SE and SW Alaska, but of Central Ala9ka. Whether an
Authority would accompilish this is yet to be seen. We merely note here that we believe
something drastic must be done if we are to preserve the infrastructure and the
economies of SE, SW, and even Central Alaska.

While | have not gone into great detail, or presented examples, | understand that
the Task Force has an entire File Cabinet full. Let me assure you, that is only the

beginning.

Respectfully Yours,



<129 OEERVOUNT AVENUE
KETCHIKAN, ALASKA 99901
19071 225-5158
FAX i307| 247-0423

RESOLUTION: KiC 97-09

TITLE: SUPPORT OF SENATE BILL NO. 21: "An Act relating to ferries and ferry

terminals, establishing the Alaska Marine Highway Authority, and
relating to maintenance of state marine vessels; and providing for an
affective data."

BY: KETCHIKAN INDIAN CORPORATION TRIBAL COUNCIL

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

the Ketchikan Indian Corporation is a federally recognized Tribal government
pursuant to the Indian Reorganization Act (IRA) of 1936 as amended; and

the Ketchikan Indian Corporation Tribal Council is the representative Tribal
government of the Ketchikan Indian Corporation, a sovereign, federally recognized
IRA Tribe whose membership resides in the Ketchikan area; and

the health, education, and welfare of its membership is of paramount importance
to the well being of the Ketchikan Indian_Corporation; and - -

the Ketchikan Indian Corporation understands that the majority of communities in
Southeast Alaska are dependent on the Alaska Marine Highway System; and

The Ketchikan Indian Corporation and Its membership are affected by the effective
and efficient operation of the Alaska Marine Highway System as stated in Section
19.55.120. Duties of authority. The authority shall

(1) assist the residents, businesses, and communities of the stale in obtaining
optimal marine passenger and freight service;

(2) schedule vessel sailings to optimize the frequency of service to all ports;

(3) encourage and integrate with other public and private carriers to the greatest
extent possible to provide ferry service within the state and between Alaska
ports and ports outside the state in order to provide optimum service within

the state;
(4)  provide reservation access and marketing information throughout the state;

(®5) encourage vessel construction, maintenance, and service in the state to the
greatest extent possible;

(6) employ residents of the state to the greatest extent legally possible;



Resolution KIC 97-09
Page 2

@) recognize Alaska unions and employee associations to the greatest extent legally
possible.

SO THEREFORE BE IT RESOLVED, that the Ketchikan Indian Corporation hereby supports
Senate Bill No. 21.

CERTIFICATION

The foregoing resolution was adopted at a duly convened meeting of the Ketchikan Indian
Corporation Tribal Council, assembled this 5 day of February, 1997, at the Ketchikan Indian
Corporation, 429 Deermount Avenue, Ketchikan, Alaska 99901, by avoteof 7 FOR. 2
AGAINST, and fJ ABSTAINING.

S1-L -81
Stephanie D. Rainwater, President Date

ATTESTED:

Southeast Alaska IRA’s
ANB/ANS Grand Camp

Alaska Inter-Tribal Council
Alaska Native Claims Settlement Act (ANSCA)

Other Village sc Urban Corporations in SE Alaska
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STATEMENT FOR TRANSPORTATION
COMMITTEE HEARING

Ketchikan. Ak 3/6/97
John Rinerbach P.O. Box 9420 Kin, 99901 (907)225-9459

Ladies and Gentlemen, my name isJohn Ritterbach and 1am a Jhirser aboard the M TV Matanuska.
I testified before this committee on February 18, 1997 and today I listened inKetchikan as Mr.
Perkins testified before you in Juneau.

Jam appalled.

I would like torespond briefly toMr. Perkins remarks. First, | believe thatyou should consider
who isspeakingfor theAlaskaMarine Highway. Where isMr. Hayden? Ishe not the director? |
believe thata very largepart oftheproblem here is that AKINS isbeingmanaged by "remote
control T from the Commissioners ffice.

Mr. Perkins stales thatwe don Tneed Marine Authority because management under aMarine
Authority would not be accountable to the public. He says that the Marine Highway NOW provides
what itwas designed for... Safe, on-time, economical travel for the residents of SOUtheast

Alaska-"

I disagree. Mr. Perkins Isend of touch with what theMarine Highway was designed todo,and It
ishe that wants to “Tinker ®With the system. The AlaskaMarine Highway ishere toprovide
service lo allAlaskans, notjust SoutheastAlaska. The price increases have discouraged rider
ship for families and older Alaskans. Ifnot for Basketball teams, Military families traveling north
and south, and an ever shrinking Elderhostel (higher prices) groups, we would have just a handful

of passengers left.

Mr. Perkins makes reference to how the Marine Authority would have trouble getting Federal
funding, and how Alaska is better served by having the Commissioners “office with that power.

I disagree. | believe thatyou should consider who Ismaking that statement. Read between the
line here. Who wants control here? Mr. Perkins makes my argumentfor me. 1believe that he is
worried thathe would not longer be able to control Federalfunds he now controls. Just take a
look at the communities insoutheast that want toform their own authority and obtain Federal
funds. Iftheywantmore service, why notprovide that service? Why isi7AMH S going after
thosefunds? The answer my “Ke" inwhat and where the Commissioner wants tofund.

Mr. Perkins sites 16 employees in the Juneau Central Office as having Maritime experience.

Again, Mr. Perkinsmakes my pointfor me. Only 16 employees in the Juneau Central Office
with Maritime experience out of I1SOl And time and again thefew employees thatdo have

experience are Ignored by upper management.
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Alaska State Legislature

716 W. 4tli Avenue, Ste. 450
Anchorage, AK 99501-2133
(907) 258-8183

Session:
Stale Capitol, Room 423
Juneau. AK 99801-1182
(907) 465-4921

Senate Transportation Committee

February 24, 1997

Mr. Gary Hayden, Director
Alaska Marine Highway System
3132 Channel Drive

Juneau, AK 99801-7898

Dear Mr. Hayden:

On Thursday, February 27 at 1:30 pm, the Senate Transportation Committee will resume
hearings on SB 21, establishing a Alaska Marine Highway Authority. During this meeting, we
will take testimony from the Department of Transportation. | would appreciate it if you would

address the following questions during your testimony.

L. Please provide a copy of the Prince of Wales Island survey questions, the results of the
survey and its cost.

2. How many, if any, claims has the Division of Risk Management paid in connection with
intoxicated people disembarking from ferries?

3. How many people working in the Alaska Marine Highway System administration have
had experience within the fleet?

4, During an August 19, 1996 meeting with the Task Force on the Alaska Marine Highway
System, you referenced a "decision document” on closing the bar and indicated that you did not
know the date the commissioner signed the document. The Senate Transportation Committee

would like to obtain a copy of that document.

5. Also during the August 19 meeting, you were requested by the Task Force to obtain a
"second opinion” on the safety of the Aurora crossing the Gulfof Alaska. You indicated that
you would obtain this opinion. The Senate Transportation Committee would like to obtain a

copy of that document.



Gary Hayden
Page 2

6, During an October 14, 1996 meeting with the Task Force on the Alaska Marine Highway
System, Commissioner Perkins indicated that he expected to have "an idea of what the mission
statement isgoing to be™ by the first of the year. Has a revised mission statement been
completed? Ifso, please provide a copy for the Senate Transportation Committee.

7. Please provide the Senate Transportation Committee with a report on the status of work-
being done to develop a computerized maintenance system. Please include the status, work
environment and cost of the employee doing thisjob and a history of the project.

Thank you inadvance for complying with this request for information, and we look forward to

hearing your testimony on SB 21. Ifyou have any questions, please feel free to contact Lydia

Jones of my staffat 465-6641.

Sincerely,

Senator Jeriy Ward

cc: Sam Kito HI
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February 1, 1997

Mr. Gary Hayden, Director
Alaska Marine Highway Systenm
3132 Channel Drive

Juneau, AK 99801-7898

Dear Gary:

During the three hearings held by the Senate Task Force on the
Alaska Marine Highway System this past interim, several requests
for information were made that I don"t think got answers.

At the July 19, 1996 meeting in Ketchikan, Mr. Downing was asked to
provide a copy of the Prince of Wales Island survey questions, the

results of the survey and its cost..

Mr. Downing was also asked to submit to the Task Force any
information he could obtain on any claims the Division of Risk
Management might have paid in connection with intoxicated people

coming off the ferries.

The Task Force also asked for information on how many of the
people working in AMHS administration have had experience within

the fleet.

At the August 19 meeting 1in Seward, you made reference to a
"decision document™ on closing the bar and indicated you did not
know that date the commissioner signed this document. The Task
Force would like to obtain a copy of that document.



Gary Hayden
2/1/97 °
Page Two

Also in Seward, you were asked to obtain a "second opinion™ on the
safety of the Aurora crossing the Gulf. You indicated that you would

obtain such an opinion, 1in writing.

\t the Sitka meeting on October 14, Commissioner Perkins indicated
he expected to have ™"an 1idea of what the mission statement 1is going
to be" by the first of the year. Has a revised mission statement been
completed? The Task Force would appreciate either a copy of that

document or a status report.

The Task Force also requested a report on the status of work being
done to develop a computerized maintenance system. Please include
the status, work environment and cost of the employee doing this job

and a history of the project.

I apologize if any of this material has already been submitted or the
questions answered. The Task Force has collected an astounding
volume of information of the Marine Highway and it is possible 1

may have missed your response.

Sincerely,

Joe A. Ambrose

Staff
Senate Task Force on the AMHS
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STATEMENT FOR TRANSPORTATION

COMMITTEE HEARING

Kfitckikan, Ak 2/18/97
John Ritterbach- FO I9420Km 90001 (907)225-%59

Ladies and Gentlemen, my name isJohn Ritterbach and 1 am a Purser aboard the M /V Matanuska.
As | have stated before, it3 not easy to speak against your employer. However, | see no future
for the Alaska Marine Highway with the present administration. 1 came here today because | cars
about the system and the people thatwe serve. I come before this committee to plead the case of
adying patient. The patient isthe Alaska Marine Highway, and we are indire need ofa dose of

common sense.

I support Senate Bill 21 to establisha Marine Highway Authority. As you look at thishill, itmay
not be the perfect cure for the woes ofMarine Transportation, but without action soon the system

itselfwill surly die. The time to act isnow, before there isnothing left to save. It is time to stop

playing politicswith AMHS . The people ofAlaska deserve better. And they can Itave better, if

only you will act.

The management ofAMHS isineptathbest. The vast majority of Centre® Office management,
from the Director, Mr. Hayden, on down, have littleor no Maritime experience. Internal decisions
are being made from the Commissioner of Transportation officewith no rational basis.

The Commissioner of Transportation and Director of the Alaska Marine Highway have been
caught in lies to the public and employees of the Alaska Marine Highway. The Alaska Marine
Highway has no leadership, because there are no leaders. Only the tired old line of political
appointed Commissioners and Directors. We need leaders with experience, not someone who was

popular with the governor.

As 1 said to Mr. Perkins recently, inorder togrow and prosper intimes ofeconomic shortage, we
must pull together and do more with less. At AMHS, we must find more reasons for the public to
use our services, not raise prices, and cut services at every tum. Not only is the Alaska Marine
Highway just a highway, but a vital way to stimulate the economy of the communities that we
serve. | believe that the way to generate more revenue, and reduce the amount that you have to
appropriate each year isto give the publicwhat we are meant to be. A service they can rely on at

aiaasonable price.

Compare -AMHS with our friends in Canada. Their prices are lower, their on board services are

better, and their schedule isusers friendly.

At a recent meeting itwas suggested to system Director Mr. Hayden that we needed to cut pri ss.
His answer was that...””ifwe cutprices, and we don Tincrease our revenue then what?””My
reply isthat itisprice, poor schedule, and lack of services that have caused our lack of revenue.
We are ina spiral ofdestruction. Managements only solution to any problem is to cut service and

raise prices.
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I believe that we are not gettingmuch bang for our buck. I believe that we can be much more
effective even with the level of funding now provided. Ifl think I have the ideas to be 30% more
effective, imagine what real, effective management, that isnot afraid to listento itsemployees and

suggestions from the public could do?

Management isso top heavy that itishard to believe. During the winter reduction in force, the
number of people working inthe Juneau Central Office almost equals the number of employees
working on the tliree ships that are still running. About 60% of ship employees lose theirjobs in
the winter months, and ittakes a new employee hired thisyear inthe 1BU about sixyears 0
become afull-timeyear aroundworker. 1fyou are hired in the Juneau Central Office, however,
you are full-time right from the start, infact, N0t 0ne employee in the Juneau Office loses one
hourpay during the winter reduction inforce period. Is there something wrong with this

pictu Ie? Mr. Hayden makes the lame reply that SOME reservation 3 agents have reduced hours in
the winter. Itismy beliefthat the Juneau Office staffcould, and should, be reduced by 30% or

more.

Senators, take a tour of the Juneau Office. Bright, new, good equipment, and fully staffed. Take
a look at our shiny new Terminal Buildings. Then take a tour of the ships of the Alaska Marine
Highway that they SUPPOrt. Tired, shabby, indireneed ofa facelift. For years, theM/ V
MALASPINA has been neglected by AMHS . We have been told there isno money, not even for
basic items like paint. Yes, AMH S staffwould have you believe that theM/V MALASPINA isnt
worth much, andwould be better offsold. The question iswhat a new ship of that sizewould cost
compared to the cost ofupgrade of theM/V MALASPINA TheM/V MALASPINA could be
used, and produce revenue, while SOLAS upgrades were made. In short, theM/V MALASPINA
isa valuable assetto AMH S and the State ofAaska. Isthe Commissioner of Transportation
more interested in using the funds earmarked for AMH S for other projects? An important
question might be, can the Management ofAMH S be trusted to te Tthe truth about the M/ V

MALASPINA?

Ladies and Gentlemen, the Aaska Marine Highway has amotto, “A PROUD TRADITION. "~
That tradition of service has been allowed to tamish. Turge you to embark on a course that will
restore that tradition. 1urge you to support Senate EJ121. Let 3make the ships of the fleet
something to be proud of, something new, and alive, and a fleet that all Alaskans can be proud of.
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COVER MEMO
Ketchikan, Ak
Senate Transportation Committee
February 18, 1997

JoWv] u
Scnioi sistant Purser

M/ZVIMATANUSKA
P.0. Box 9420
Ketchikan, Ak 99901
(907)225-9459

Senators,

Thismemo was sent to Commissioner Perkins on 12/20/96.1 have yet to receive a reply. 1 find it
hard to believe that a Commissioner isallowed to lie to the Alaskan publicand AMH S employees

with impunity.

I believe that the record speaks for itelf.
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STATE OF AL ASKA

DEPARTMENT OP TRANSPORTATION P.0. Box 25535
AND PUBLIC FACILITIES Juneau, Alaska 99802-5535
Telex; 45-312
Alaska Marine Highway * “stem/Vessel Operations Phone; (907) 465-3955

To; Joe Perkins

Commissioner
Department of Transportation & Public Facilities Date; 12/20/9%

FROM: JohnR Subject: AMHS Operations
Purser and Management
Alaska ighway System

| waisim like to thank you for the opportunity of meeting with you aboard the M/V COLUMBIA on December 17,
1996. | feel we need meetings like this at least once aquarter. As you can see from the number of employees
attending, many of us are interested and concerned about what is happening to the Aaska Marine Highway. 1
believe, as do many oihers, that AMHS is at acrossroads. In order to grow and prosper in times of economic
shortages, we must pull together and do more with less. However, | tirmly believe that acycle of higher prices and
less services, can only result in aspiral of failure We must use what resources we have wisely, find ways to give the

public more reason to use our services, not less. Let me give you some examples.

Bar closures-In short, | believe this to be the single worst AMHS management decision made in &t least eight years.
In the meeting aboard the M/V COLUMBIA you stated it was your decision to close the Cocktail Lounges.
However, in reading comments made by Senator Robin Taylor at the Senate Task Force on the Aaska Marine
Highway System in Sitka, Alaska on October 14. 1996, he says "...during the recent Southeast Conference, he met
with Commissioner Perkins, who told him it was not his decision to take the bars off the ferries, that it was aninternal
decision." In the meeting aboard the M/V COLUMBIA you stated that you were not anare of the IBU-P offer to
reduce non-revenue jobs in order to save an equal number of revenue producing bartender positions. It seems tliat
Mr. Hayden, according to you, did not bring foreward the offer by the IBU-P to eliminate certain steward positions
to save the revenue bartender positions. However, in that same Sitka meeting with Senator Robin Taylor, it was
stated "...that a program was brought foreword that allowed the administration to achieve the cost savings they were
looking for without having to eliminate the actual bar service." Frankly, | don't know what to believe here. 11l take
you at your ‘word that you were not aware of all the offers on the table So, let’s go over it one more time.

As | understand it, the IBU-P was willing to give up eight Officer BR positions at $15.56 to save eight bartender
positions at $15.74. The Officer BR positions generate no revenue and the bartender positions generate $460,000.00
in gross sales for AMHS. In our meeting, you claim that counting wages and other overhead, the Cocktail Lounges
lose $155,000.00, or as you put it, we subsidize each drink about ,40cents. 1 you take away the wages, as this offer
in effect does, the issue of losing money is no loger valid. AJ that was needed was a .40cent pcT drink price increase
in the first place to break even. It was also distutbing to hear Mr. Hayden reveal that the decision to close the
Cocktail Lounges was made prior to Labor/Management Committee meetings to suggest ways to increase revenue in
the bars and keep them open. |s this to say that this exercise was doomed from the start, and that the decision was
aready mede regardless of what suggestions were offered? That these meetings were made to pacify labor into
thinking ihat we could make adifference? As you will remember, { asked Mr Hayden if he had implemented any of
the suggestions brought to him. His answer was that the decision was already made to close the lounges.
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Memorandum
TO: George M. Brereton DATE:
Master
M/V Taku
“K>Crew
FROM: Edward E. Marksheffel SUBJECT:
ChiefPurser
M/V Taku
“‘A>Crew
™ Swtim  Name g~  Position PositimU  LITe
Bill Boat
31,1* A George M. Brereton 1. *V Master 271101 Yes
1 Scott B. Hendrickson 39,3*3 ChiefMate 271104 Yes
ZIUY 2 Thomas 0. Moore Second Male 271106 Yes
L& 3 John A. 0 Brien JHy/  Third Mate 271107 Yes
4 Pilot Observer
16 Edward E. Marksheffel 3 ChiefPurser 271125 Yes
17 Jeanne M. Orr 2.7,5* S/A Purser 271128 Yes
5 Douglas J. Thompson if .71 Boatswain 271134 «y”
9  DomeyD. L. Mullins T./-HA/B 271137 Q-
7 James Holzeuberg Is/N asB 271138 "yt
6 Nicholas G. Koliara A/B 271139 ‘g~
8 Kenneth C. Fenn A/B 271140 "y
11 Gillord J. Peratrovich U.%. 0/s 271145  Yes
10 Donald M. Hamilton zr.j/ 0/S 271146 Yes
12 Petrus B. Van Aart ii.s/ 0/S Porter 271148 Yes
15 BeveryJ. George *3.4 Watchman 271150 Yes
14 Svcnc Jonassen *3.nt Watchmau 271151 Yes
VY 18  AllanF. Lee A\ <~ chiefEnginelr” 271110 Yes
19 Daic H. Maimberg 3-y™ 1"Engineer 271115 Yes
=i %P 20 JoIm A. Larson N Jr 2rdEngineer 271118 Yes
VI. ?b 21 Michael D, McRoberts ““3rdEngineer 271121 Yes
22 Mark Hutson / — Jr. Engineer £7*37°271153 Yes
23 Laurauce J. Murphy /*x  Oiler iS* 271156 Yes
24 Thomas L. Binder Oiler 271157 Yes
25 Fred T. Coleman . Wiper Li.**? 271160 Yes
Lni-rp-r 0).A

OTTDe v . N s
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9072253545

ANtate of Alaska

Department of Transportation & Public Facilities

January 9, 1997

Crew list begiuiug
in Juneau 1/8/97
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Memorandumnm

TO:

FROM:

Station
Bill
26
27
28
29
30
31
32
33
34
33
36
37
38
39
40
41
42
43
44
45

George M. Brereton
Master
M/V Taku

“A” Crew

Edward E. Marksheffel
ChiefPurser

KETCHIKAN UO

FAX 10. 9072258546

State of Alaska

Deportment of Transportation & Public Facilities

DATE: January 9, 1997

SUBIJECT: Crew list bcgioing

in Juneau 1/8/97

M/V Taku
“A” Crew G T
v
Name Portion Position«  Life HOT Rwiiark*
Boat
Charles P. Kiel H . Chief Steward 271161 Yes Yes 3727
Raymond L. Caldwell ¢1<~- Second Steward 271165 Yes Yes nu *30.7%-
Bemadeth T. Suson L<6.i= ChiefCook 271166 Yes Yes
Pamela L. Kadake 2-v. Second Cook 271167 Yes Yes
Mario C. M Jaens Second Cook 271168 Yes Yes Jnu 2.4 B.
Audrey K. Berggreu 2.3>" 2rdA Cook 271169  Yes Yos Jnu
Arietta M. Hjort VI>T Gift Shop 271172 Yes Yes Ktu
Edward W. Ezrre 2-3.*2 Cashier 271173 Yes Yes Jnu IL
271174
Eli7abeth F. McFarlane 2.*A* Head BR 271176 Yes Yes
Nola E. Wilcox Officer's Mess™ 271177 Yes Yes
Connie L, Howard Crew Mess 271178 Yes Yes
Serguis F. Sheakley Officer’s BR/ 271179 Yes  Yes
Eileen D, Lucky a-) 3+ Steward 271181 Yes Yes
KarlJ. Asheubrenner Steward 271182 Yes Yes
Gilberto Padron Steward 271183 Yes Yes
Douglas R. Kendall Steward 271184 Yes Yes
Steward 271185
David E. Douglas 2z Steward, 270079  Yes  Yes
Steward 270080
Preaiifflau LmFl- 11 LB. tidet*
Deck (avac=
1 Purser
Engine
Stewaid
Totab

i* LiTFtioMULkeu itquired
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M emor andumnm

TO George M Brereton
Master
M/V Taku
“A” Crew
FROM: Edward E. Marksheffel
ChiefPurser
M/V Taku
“A” Crew " C
Sution  Name
Bill
A George M. Brereton
co.if i Scott B. Hendrickson
CilW - Thomas O. Moore
John A. O’Brien
4
3,72, jI; Edward F.. Marksheffel
($37/17 Jeanne M. Orr
I~ il 5 DouglasJ. Thompson
It.34 9 Domey D. L. Mullias
lc.Si 7 James Holzenberg
tvA* 6 Nicholas G. Kollars
iL.fc' 8 Kenneth C. Fenn
tr. *7 i Gilford J. Pcratrovich
10 Donald M. Hamilton
ff._ 1%  PpetrusB van Aart
<r*j 15 Bevery J. George
<Oler 14 Sverre Jonasscn
2Ji-<W 18 Allan F. Lee
19 Dale H. Malmberg
a--**2 20 John A. Larson
21 Michael D. McRobecrts
22 Mark Hutson
»1.<2 23 Laurauce J. Murphy
n.4 24 Thomas L. Binder
N5 21 Fred T. Coleman
O*T, D4~ -f z

EETCHIKAH LiO

Portion

Master

Chief Mate
Second Mate
Third Marc
Pilot Observer

ChiefPurser
S/A Purser

Boatswain
A/B
A/B
A/B
A/B
0O/s
0/S
O/S Porter
WettdliUAU
Watchman

ChiefEngineer
1* Engineer
2rdEngineer
3rdEngineer
Jr. Engineer
Oiler

Oiler

Wiper

FAX 110.

artment of Transportation &

DATE;

SUBIECT:
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State

January 9, 1997
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M e m orandum <\T(£AI& -TT 11 State of Alaska
Department of Transportation & Public Facilities
TO: George M. Brereton DATE: January 9, 1997
Master
M/V Taku
“A” Crew
FROM: Edward E. Marksheffel SUBJECT: Crew list begjobg
ChiefPurser in Juneau 1/8/97
M/V Taku
“A” Crew
Sution Name Pasition Poiitionn  Life HCT  Change Remarks
BiU Boat Port
La*ft 26 Charles P. Kiel Chief Steward 271161 Yes Yes Ktn
ta.3" 27 Raymond L. Caldwell Second Steward 271165 Yes Yes Jnu 2.2.0 *<W
PQ.&9 28 Bemadeth T. Suson ChiefCook 271166  Yes Yes Inu ‘L. at
(bren 29 Pamela L. Kadake Second Cook 271167 Yes Yes Ktn
tu 30 Mario C. Malacas Second Cook 271168 Ye9 Yes Jnu »°14.
|[f.*y 31 Audrey K. Berggren 2"VA Cook 271169  Yes Yes Inu L tifc **
t*>f2 32  Arietta M. Hjort Gift Shop 271172 Yes Yes Kin i tie
ir.fci 33 Edward W. Ezrre Cashier 271173 Yes Yes Jnu i t#8. s
34 271174
I'FTM 35  Elizabeth F. McFarlane Head BR 271176 Yes Yes Ktn 1 tf 8. eri
36 Nola E. Wilcox Officer's Mess 271177  Yes Yes Ktn t
>s-.u-; 37 Connie L. Howard Crew Mess 271178 Yes Yes Ktn 1 siva.
tr.ic. 38 Serguis F. Shcakley Officer’s BR 271179  Yes Yes Jnu /St
1c Bi 39 Eileen D. Lucky Steward 271181  Yes Yes Ktn n
40 KarlJ. Ashcnbrenner Steward 271182 Yes Yes Jnu **
15-231 41 Gilberto Padron Steward 271183  Yes Yes nu »f
|*' 5% 42 Douglas R. Kendall Steward 271184 Yes Yes Jnu -
43 Steward 271185
ire 444 David E. Douglas Steward 270079 Yes Yes Kin f
45 Steward 270080
Sr<
Departrent a Crew «in lidab
Deck 14 14 <o
Purser 2 2
Engine 8 8
Steward 17 17
Totals 41 Lorr, 8”

J* Lrfihoat tickch



A Japanese company and AMHS had a boat race; the Japanese
won by a mile. AMHS hired analysts to figure out what went
wrong. They reported that the Japanese had one person managing
and seven rowing, while AMHS had seven managing and only one
rowing. AMHS immediately restructured its team. Now they had
one senior manager, six management consultants and one rower.
In the rematch the Japanese won by two miles. So AMHS fired
the rower. ~ Jay Trachman in “One to One”



a Stale Legislature

077 State Capitol

Judicigglagommittee Juneau, Alaska 99801-f182

9071 '165-3873

Member, Fax (907) 165-3922
Resources Committee

Rules Comittee 352 Front Street

Ketchikan, Alaska 99901

Commitlee on Committees
907} 225-8088

Senator Robin L. Taylor Fax:E907 2050713

Sponsor Statement

Senate Bill 21

Senate Bill 21 would establish an Alaska Marine Highway
Authority to assume management of the Marine Highway
System from the Department of Transportation and Public

Facilities.

The Authority would be a public corporation of the state as
an instrumentality of DOT/PF, but would have a Ilegal
existence independent and separate from the state. The
new Authority would be comparable to the Alaska Housing
Finance Corporation or the Alaska Industrial Development

and Export Authority.

The powers of the authority would rest with a seven
member Board, appointed by the Governor. One member
would be the Commissioner of Transportation. The six other
members would be required to have experience in maritin e
affairs and would serve staggered five year terms. The
Board would hire the system director.

Establishment of such an authority board would bring
maritime experience and continuity to the management of
the Alaska Marine Highway System.

Based on information gathered at public hearings over the
interim, the Senate Task Force on the Alaska M arine
Highway System concluded that the legislature should
consider the creation of such an Authority.

Testimony received by the Task Force indicated that DOT
management of the Marine Highway Ilacks focus and that
AMHS administration under DOT lacks maritime experience.

Distnet A
llydcr ¢ Ketchikan ¢ Kupnunoi ¢ Meyer* Chuck * ietcrsbur); ¢ S.ixnun « Sitka « Wrangell



Sponsor Statement
SB 21
Eag.e_|j¥.Q.

Management under DOT has become insular and is
unresponsive to input from vessel employees and the
general public. Scheduling is chaotic and the fare structure
has discouraged ridership. The reservations system has

been an abject failure.

While concerns over funding levels are valid, the naturally
bureaucratic mind-set of the Department has tightened
what former director Jim Ayers termed a "death spiral”.

Establishment of the Alaska Marine Highway Authority will
not be a panacea, but will give the system a new

perspective.

| ask your support for Senate Bill 21.



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA
130 Seward Street, Suite 409

FAX (907) 465-2029
Mail Stop 3101 Juneau, Alaska 99801-2105

MEMORANDUM January 14, 1997

SUBIJECT: Sectional Summary of SB 21; An Act relating to femes and ferry
terminals, establishing the Alaska Marine Highway Authority, and

relating to maintenance of state marine vessels. (SB 21)
TO: Senator Robin Taylor

FROM: George Utermohle*
Legislative Counsset

You have requested a sectional summary of SB 21; An Act relating to ferries and ferry

terminals, establishing the Alaska Marine Highway Authority, and relating to maintenance

of state marine vessels.

As a preliminary matter, note that a sectional summary of a bill is not an authoritative

interpretation of the bill. The bill itselfis the best statement of its contents.

Section 1 of the bill sets out the purpose of the bill.

Section 2 of the bill amends AS 19 by adding a new chapter relating to the Alaska Murine

Highway Authority.

CHAPTER 55. ALASKA MARINE HIGHWAY AUTHORITY.
ARTICLE 1. CREATION AND ORGANIZATION.

Sec. 19.55.010 establishes the Alaska Marine Highway Authority as a public corporation of
the state within the Department of Transportation and Public Facilities. The powers of the
authority are vested in the board of directors of the authority.

See. 19.55.020 relates to the directors of the authority. There are seven directors of the
authority: the commissioner of transportation and public facilities and six other persons
appointed by the governor. The qualifications for the appointed directors arc set out.

"fhe appointed directors serve for staggered five year terms. Appointed directors may only

be removed for cause.

The directors of the authority are subject to conflict of interest laws under AS 39.50.
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Senator Robin Taylor
January 14, 1997
Page 2

The appointed directors of the authority are entitled to compensation in the amount of$300

for each day they are engaged in the business of the authority. The directors also receive

travel and per diem expenses.

Sec. 19.55.030 provides for the election of officers by the directors of the authority and sets

the quorum for meetings of the directors.

Sec. 19.55.040 authorizes the board of directors of the authority toemploy a chiefexecutive
officer who serves at the pleasure of the board and who may employ additional staff. The
officers and the staffof the authority are in the exempt service under AS 39.25.110. The

board may also employ consultants and advisors.

ARTICLE 2. POWERS AND DUTIES.

Sec. 19.55.110 sets out the powers of the authority.
Sec. 19.55.120 sets out the duties of the authority.

Sec. 19.55.130 authorizes the authority to operate a ferry system under the name "Alaska

Marine Highway System".

Sec. 19.55.140 requires the authority 10 prepare a comprehensive long-range plan for
development and improvement of the ferry system, in cooperation with the Department of

Transportation and Public Facilities, at least every five years.
ARTICLE 3. ACQUISITION OF PROPERTY.

Sec. 19.55,210 provides that the authority may acquire land and material necessary for the

construction, maintenance, or improvement of the marine highway system.

Sec. 19.55.220 provides that the authority may acquire land for the purpose of exchanging

the land for other land that the authority needs to acquire.

Sec. 19.55.230 provides that the authority may vacate land or rights in land held by the
authority. The authority may transfer its surplus lands to the Department of Natural

Resources for disposal. The proceeds of the disposal shall be returned to the source of funds

from which the original purchase of the land was made.

ARTICLE 4. VESSELS AND FERRY TERMINAL FACILITIES.

Sec. 19.55.310 authorizes the authority to construct, purchase, or lease ferry terminal

facilities, to connect ferry terminal facilities with local highway systems, and to adopt
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regulations regarding the use of ferry terminal facilities by the public and to set fees for the

use of terminal facilities. The authority shall repair and maintain the facilities that itowns.
Sec. 19.55.320 provides that the vessels and facilities of the authority shall be named by law.
ARTICLE 5. BUDGET AND REVENUE.

Sec. 19.55.410 provides that the authority issubject to the Executive Budget Act and that the

expenditures of the authority are subject to appropriation by the legislature.
ARTICLE 6. GENERAL PROVISIONS.

Sec. 19.55.910 provides that the board of the authority shall annually submit a report to the

governor and legislature regarding its operations, income, and expenditures for the preceding

fiscal year.

Sec. 19.55.920 provides that the authority shall have its financial records audited annually

and that the legislative auditor may prescribe the form and content of the financial records

of the authority.

Sec. 19.55.990 sets out the definitions of "authority"” and "ferry".

Sec. 19.55.995 provides that this chapter may be cited as the Alaska Marine Highway

Authority Act.

mtection 3 of the bill makes a technical amendment to AS 03.53.010(a) relating to the

transportation of animals aboard state ferries.

Section 4 of the bill makes a technical amendment to AS 1S.65.755(a) relating to the

carrying of a concealed handgun on a vessel of the authority.

mSections 5 -9 of the bill make technical and editorial amendments to AS 19.65 relating to

the Alaska Marine Highway System Fund.

mSection 10 of the bill amends AS 23.40.040 to provide that the authority shall be responsible

for negotiating with the unions representing the employees of the authority.

Section 11 of the bill makes a technical amendment to AS 29.35.722 relating to the transfer

of assets of the authority to a port authority.

Sections 12 - 13 of the bill make technical amendments to AS 35.10.015 relating to access

to and use of state ferry vessels by handicapped, aged, and infirmed passengers.



Senator Robin Taylor
January 14. 1997
Page 4

Sections 14-17 of the bill makes amendments to AS 35.27 to provide that the authority is

responsible for the application of the art in public places program to vessels and facilities of

the authority.

Sections 18-20 of the bill amend provisions of the procurement code (AS 36.30) and set out

the responsibilities of the authority under the procurement code.

Section 21 of the bill amends AS 36.90.050(a) relating to in-state maintenance of state-

owned marine vessels.

Section 22 of the bill makes technical amendments to AS 37.05.550 relating to the Alaska

Marine Highway System Vessel Replacement Fund.

Section 23 of the bill makes a technical amendment to AS 39.20.310(8) relating to the

eligibility of ship board employees of the authority to participate in the leave system for state

employees.

Sections 24 of the bill amends AS 39.25.110(11) toprovide that the employees of the

authority are in the exempt state service.

Section 25 of the bill makes a technical amendment to AS 39.30.150(b) relating tothe

participation of certain employees of the authority inthe supplemental employee benefit

program (SBS).

Section 26 of the bill makes a technical amendment to AS 39.35.680(21) relating to the

participation of certain employees of the authority in the Public Employees Retirement

System.

Section 27 of the bill amends AS 39.50.200(b) to provide that directors of the authority are

subject to the conflict of interest law (AS 39.50).

Sections 28 - 29 of the bill amend AS 44.42.020 in order to transfer the authority of the
Department of Transportation and Public Facilities over the planning, design, construction,

maintenance, management, and operation of the facilities, vessels, and equipment of the

marine highway system to the authority.

Section 30 of the bill provides for the transfer of the employees, appropriations, and assets
of the Division of Marine Transportation in the Department of Transportation and Public
Facilities to the Alaska Marine Highway Authority upon enactment of this bill. This section
also provides that nothing in this bill terminates or modifies the bargaining representation

or bargaining agreements that are in effect at the time of enactment of the bill.
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Section 31 of the bill provides for the terms of the initial appointees to the board of directors

of the authority in order to provide for staggered terms.

Sections 32 - 33 of the bill repeal unnecessary provisions of AS 19.65 (Alaska Marine
Highway System), which have been replaced by provisions of AS 19.55 as contained in sec.

2 of this bill. AS 39.25.110(16) relating to the exempt status of ship board employees of the

division of marine transportation is repealed. Section 5, ch. 94, SLA 1992, which provides

for the repeal of AS 36.90.050 (instate maintenance of state marine vessels; see sec. 21 of

the bill) is itselfrepealed.

mSections 34 - 35 provide effective dates for provisions of the bill. Sections 1 (purpose), 21
(instate maintenance of state marine vessels), 31 (initial appointment of members of the

board of the authority), and 33 (repeal ofsec. 5, ch. 94, SLA 1992) take effect immediately.

The remainder of the bill takes effect on January 1, 1998.

GU:p!
97-006.plIm
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RESOLUTION: KIC 97-09

TITLE: SUPPORT OF SENATE BILL NO. 21: “An Act rotating to ferries and ferry

terminals) establishing the Alaska Marine Highway Authority, and
relating to maintenance of state marine vessels; and providing for an

effective date.”

YooY, KETCHIKAN INDIAN CORPORATION TRIBAL COUNCIL

WHEREAS,

WHEREAS,

WHEREAS,

the Ketchikan Indian Corporation Is a federally recognized Tribal government
pursuant to the Indian Reorganization Act (IRA) of 1938 as amended; and

the Ketchikan Indian Corporation.Tribal Council is the representative Tribal
government of the Ketchikan Indian Corporation, a sovereign, federally recognized
IRA Tribe whose membership resides In the Ketchikan area; and

the health, education, and welfare of its membership is of paramount importance
to the well being of the Ketchikan Indian Corporation; and

WHEREAS. The Ketchikan Indian Corporation and its membership are affected by the effective

and efficient operation of the Alaska Marine Highway System as stated in Section
19.55.120. Duties of authority. The authority shall

(1) assist the residents, businerses, and communities of the state in obtaining
optimal marine passenger and freight service;

(2) schedule vessel sailings to optimize the frequency of service to all ports;

(3) encourage and integrate with other public and private carriers to the greatest
extent possible to provide ferry service within the state and between Alaska
ports and ports outside the state in order to provide optimum service within
the state;

(4) provide reservation access and marketing information throughout the state;

(5) encourage vessel construction, maintenance, and service in the state to the
greatest extent possible;

(6) employ residents of the state to the greatest extent legally possible;

(7)  recognize Alaska unions and employee associations to the greatest extent
legally possible.

\g& PHONE No. : 907 225 9794 " eh.06 1997 8:55AM
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Resolution KIC 97-09
Page 2

S0 THEREFORE BE IT RESOLVED, that the Ketchikan Indian Corporation hereby supports
Senate Bill No. 21.

CERTIFICATION

The foregoing resolution was adopted at a duly convened meeting of the Ketchikan Indian
Corporation Tribal Council, assembled this 5"1 day of February, 1897, at the Ketchikan Indian

Corporation, 429 Deennount Avenue, Ketchikan, Alaska 99901, by a vole of FOR,-—----
AGAINST, and ABSTAINING.
Stephanie D. Rainwater, President Date
ATTESTED:
Date

Gerald E. Hope, Secretary

P02






FISCAL NOTE

STATE OF ALASKA BILL NO. SB27

1997 LEGISLATIVE SESSION

Revision D ate : Dept. Affected: DOT/PF

Title: An Act . m. relocation to Ketchikan of certain BRU: Marine Administration

offices, functions, and employees of the AMHS Component: Administration

Sponsor: Senator Robin Taylor

Requester: Senate Transportation COMPONENT SERIAL NO.

Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES Fy 98 FY 99 FY 00 Fy 01 FYy 02

PERSONAL SERVICES

TRAVEL 450.0 80.0 80.0 80.0 80.0

CONTRACTUAL 265.0 527.7 527.7 527.7 527.7

SUPPLIES 50.0

EQUIPMENT 100.0

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 865.0 607.7 607.7 607.7 607.7
CAPITAL EXPENDITURES 1 1 1 1 1
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 865.0 607.7 607.7 607.7 607.7
1005 GF/Program Receipts

1006 GF/MHTIA

Other
TOTAL 865.0 607.7 607.7 607.7 607.7

Estimate of any current year (FY97) cost: $ 0.0

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

SEE ATTACHED

Prepared by: Gary L Haydeo~System r 7 Phone: _ 465-3959
Division: Alaska Marine Highway Sylt N/ S i x / N Date: 3/10/97
Approved by: y - Date:

«fc2— Joseph L Pertcmst Commissioner
Agency: Department of Transportation and Public Facilities

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call tho Governor's Legislative Office

(Rev 01/96) 9640fisn.xlIs/SSK Page 1 of 2
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1. FY 98 travel assumes relocation expenses for 60 employees at an average
cost of $7,500. This includes airfare and per diem (2 trips) to locate
housing, and moving of household goods.

2. Travel in subsequent years is increased due to specialty training only
available in Juneau, and increased travel for management personnel for
meetings with DOT/PF regional directors, planning staff, and trips required
during Legislative session.

3. FY 98 contractual assumes office furniture, files and equipment movingcost
(including work station tear down (modular), re-configuration and assembly,
computer cable installation in Ketchikan, 4 months of space expense and
mainframe costs. Subsequent years include $84.0 for additional mainframe
connection costs (off hub) and $443.7 office and warehouse space lease

costs.

4. FY 98 supplies include computer network cable and office space dividers to
replace those currently supplied by DOT/PF.

5. FY98 equipment cost associated with new phone system for AMHS

(currently on State system). This is based on the initial cost to AMHS for to
transfer to the new state system. It does not include any annual base cost

adjustments.

This fiscal note does not include the approximate $3,000.0 cost of constructing a
office facility in Ketchikan.

A ecnomic analysis is being performed by an outside contractor, including surveying
employees as to whether or not they would consider relocating. This will enable
the contractor to more closely approximate the relocation costs associated with

employees.



Al aska State Legislature

State Czpitol
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Judiciary Committee
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Resources Committee

Rules Committee 352 Front Street

Committee on Committees Ketchikan, Alaska 99901
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Senator Robin L. Taylor Pax; (907) 2250713

MEMORANDUM

TO: Senator Jerry Ward, Chairman
Senate Transportation Committee

FROM: Senator Robin Taylor Q1 -1-
DATE: 3/10/97
RE: Hayden Letter 3/7/97

EE S S O I Sk kS S Rk S R R S R S S S R R S e S O S S e o i e S o e S S A S

Please request a copy of the “incomplete” draft Mr. Hayden
refers to in the attached Iletter dated 3/7/97.

Mr. Hayden put out his $25,000 RFP based on the speculation
that a bill moving the AMHS headquarters would be introduced.
He acknowledged to the Finance subcommittee on the DOT/PF
budget a draft was received from the contractor.

As your committee takes up SB 27, it should have a complete
picture of how AMHS obtained “accurate and more complete”
information than was provided in the initial draft report. What
did that report say and what “comments, corrections and
additional ideas” did Mr. Hayden provide to the contractor?

At a time when Mr.Hayden and Commissioner Perkins are
blaming the Legislature and their own employees for everything
that is wrong at AMHS, thev choose to spend $25,000 to cover
their backsides with an “analysis” commissioned before a bill
was even filed! The draft already provided to Mr. Hayden is a
public document and should be provided to the Transportation

Committee immediately.

District A
HyJi'r ¢ Kectchikiu » Kuprtunol * Mcvers Chuck « IVhershur! « Nixmin ¢ Sitki ¢ Whangell



TONY KNOWLES, GOVERNOR

3132 CHANNEL DRIVE
JUNEAU, ALASKA 99801-7893

DEPARTMENT OF TRANSPORTATION
TEXT: (907)4653959

PHONE:  (907)4653900
March 7, 1997

The Honorable Robin Taylor
Alaska State Legislature
State Capitol, Room 30
Juneau AK 99801-1182

Dear Senator Taylor:

I received your request for a copy of the draft report on the economic
analysis on moving AMHS headquarters to Ketchikan. We spoke to the
consultant today and passed along your request. AMHS was provided a
working draft which was reviewed. Comments, corrections, and additional
ideas were provided. The consultant has been working on revising and
updating the draft. The draft is incomplete at this time.

The schedule which we provided you, indicates a draft report is due to the
Department on March 15, 1997. The consultant indicates a draft could be
available a little earlier on March 13th. The consultant will also be inJuneau
and could be available to the Transportation Committee on either March 14,
15. or 17.

It is requested that the hearing be delayed until March 17. /This will allow
the committee to have accurate and more complete information.

Sincerely,

I
Q

Svsterr.

cc: Senator Jerry Ward, Chairman, Senate Transportation Committee

25A-TAH wj$ oninyt lilpi;n" i , Ci
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ALASKA MARINEHIGHWAY SYSTEM P eCNI:: Imwbom

M arch 7, 1997

The Honorable Robin Taylor
Alaska State Legislature
State Capitol, Room 30
Juneau AK 99801-1182

Dear Senator Taylor:

1 received your request for a copy of the draft report on the economic
analysis on moving AMHS headquarters to Ketchikan. We sj eke to the
consultant today and passed along your request. AMHS was provided a
working draft which was reviewed. Comments, cojrcctlons, ind additional
lIdeas were provided. The consultant has been working on r vising and
updating the draft. The draft Is incomplete at this time.

The schedule which we provided you, Indicates a draft repottls due to tin:

Department on March 15, 1997. The consultant indicates a draft could be

available a little earlier on March 13th. The consuHant will also be in Juneau
and could be available to the Transportation Com m ittee on <Ifcher M arch 11,
15, or 17.

It is requested that the hearing be delayed until March 17. JIDs will allow

the com mittee to have accurate and more complete Informr toa.

System Director

cc: Senator Jerry Ward, Chairman, Senate Tran sportatioi Com m ittee
Post-If Fax Note 7071 ual° X/,O Ipagc.*1
10 /Xn OQOAL From
Co/Dept. Co. J
Pnono » pafiox j C

6100 Fax »
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Overview

The Alaska Department of Transportation and Public Facilities, Alaska Marine Highway System,
sought an analysis of the economic impact and asummary of the issues concerning the
proposed movement of AMHS administrative offices from Juneau to Ketchikan. This interim
report presents an analysis of the move impacts. Completion of the employee survey currently
underway will allow a finer calibration of the findings, butis unlikely to significantly change the

results.

This report presents several analytical approaches.

. First, astakeholder analysis identifies the non-economic impacts on die parties
affected by amove of AMHS administrative offices.

. Second, acost/benefit analysis on an AMHS cash flow basis presents the operational
impacts of a move.
. Finally, it presents the economic impacts of amove on the communities of Juneau and
Ketchikan.
Following these three analyses, the report summarizes the contract findings.

The question of the AMHS administrative office move arises during difficult economic times,
both for Ketchikan and for state government in general. The impending closure of Ketchikan's
pulp null will create significant unemployment and adownturn in the community's economy.
Alaskan political leaders are looking for positive steps that can be taken to assist Ketchikan
through this difficult transition.

At the same time, however, Alaska's state government feels growing fiscal pressure from
decreasing oil revenues. Alaskans expect adownsizing of state government services for the rest
of this decade. Any move of AMHS administrative offices will be examined closely for cost
justification. If the public perceives amove as wasting state resources, AMHS will suffer.

l. Stakeholder Issues

Any relocation of a major office, whether in the public or private sector, results in costs and
benefits that are perceived differently by different stakeholders in the office's operation. In the
private sector, all costs flow to the company's bottom line. In the move of apublic sector office,
competing alternatives may result in budgetary changes to multiple departments, with costs and
benefits spread differentially. AMHS is apublic sector entity, but must operate in part like a
private sector entity, generating 60% of its budget from passenger and freight revenues. In this
respect, any cost savings or new costs flow to AMHS' bottom line.

Who are the stakeholders?

The effects of the proposed move would impact a large number of organizations. Each
organization with astake in AMHS operations, whether on the revenue or expenditure side, will

Information Insights Page 3
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be affected to some extent. In our analysis we define stakeholders as parties who generate
revenues and/or costs relative to AMHS.

Figure L: Direct Economic Stakeholders

Revenue side Expenditure side
Passengers AMHS on-shore employees
Alaska residents AMHS vessel employees
Visitors . AMHS management
Vehicles Contractors
Freight shippers Suppliers
Alaska residents Alaska Department of Administration
Visitors

Yhe Alaska Legislature

In addition to the direct economic stakeholders, the following parties are substantially
economically impacted by AMHS operations, and may have astake in the question of amove of

AMHS administrative offices and staff:

Figure 2: Indirect Economic Stakeholders

Revenue side Expenditure side

Ferry system communities Private Sector Competitors
Residents Air Carriers
Businesses Cruise Ship Operators

State Government Passenger Ferries (current/potential)
DOT&PF

Dept, of Corrections
Dept, of Administration
Alaska Court System

The impacts to stakeholders include costs to AMHS and other state agencies as detailed in the
cash flow impact analysis and economic effects on Juneau and Ketchikan as outlined later in this
report. In addition to cash flow and economic effects, there are other, non-economic, impacts.
While the analysis of institutional impacts may appear subjective, the underlying Issues may
provide a better understanding of the true meaning of the effect of amove on Juneau,
Ketchikan, and Southeast Alaska.

Effects ofa move on AMHS customers

In large part, the move will have little direct impact on AMHS customers. Most passenger
contact with AMHS is over the toll-free 800-number. Potential passengerswho call for
reservations probably do not know or care where they are calling; achange would make no
difference as long as communications are of acceptable quality.

There would be some impact to customers who visit AMHS administrative offices. This would
be particularly significant for those Southeast and Southwest Alaska community representatives
who travel toJuneau throughout the year to visit the DOT/PF Commissioner's offices and
AMHS administration to discuss transportation needs. For these communities, an additional

Information Insights Page4
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trip to Ketchilun could be necessary, adding time, distance and travel costs to the journey. In
addition, as shown by the figure below, travel opportunities to Ketchikan are somewhat less

than those to Juneau:

To Anchorage
To Petersburg
To Seattle

To Sitka

To Wrangell

From Anchorage
From Petersburg
From Seattle
From Sitka

From Wrangell

Total flights to and from

From Juneau

4x daily, 1.5 hr -3 hr
Ix daily, 45 min

5x daily, 3.5 hr -5 hr
Ix daily, 40 min

Ix daily, 1.5 hr

To Juneau

4x daily, 1.5 hr-3 hr
Ix daily, 1.5 hr

5x daily, 25 hr -6 hr
2x daily, 40 min

Ix daily, 2.5 hr

17x daily

Figure 3: Southeast Air Connections

From Ketchikan

2x daily, 4.5 hr -6 hr

Ix daily, 1.5 hr

3x daily, 1.5 hr

2x daily, 50 min -1.5 hr
Ix daily, 35 min

To Ketchikan

2x daily,4 hr -5 hr
Ix daily, 1.5 hr

3x daily, 2 hr

Ix daily, 40 min

Ix daily, 45 min

13x daily

As will be shown below, travel issues impact m; ny of the AMHS operations.

Effects ofa move within DOT/PF

Separation of the AMHS administrative offices from the rest of the Department's offices will also
have an impact on AMHS. The absence of (or reduction in) formal and informal day-to-day
contact between AMHS leadership and the Commissioner's office will reduce the quality of
communication and restrict the opportunities to work together to solve problems. Any loss of
opportunity for contact between the Commissioner's office and AMHS can only be detrimental

to the system.

The Commissioner is conducting an efficiency review of DOT&PF operations to save money for
the state and to bring agreater emphasis on direct service to the public. While the review is still
underway, one can speculate that the plan will include tighter integration of planning, design
engineering, and administrative support across divisions and regions. A similar 1992 report
recommended consolidation of Southeast transportation system administration, including
budget, finance, personnel/payroll, procurement and clerical support. The physical separation
of AMHS administrative offices from the rest of DOT&PF may inhibit these cost-savings efforts.

Of particular concern to AMHS stakeholders should be the effect of AMHS' absence from
everyday decision-making by the department Distance rarely improves influence, and
frequently has a negative effect. “Out of sight' is likely to lead to "out of mind" in departmental
planning and budget-maxing. Itis not unlikely that a future Commissioner, separated from
AMHS by distance, will tend to focus his or her efforts on roads, airports and ports rather than

Information Insights
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the marine highway system. When the Commissioner determines the proposed allocation of
federal funds for highways, it may be that he or she will wear "roads-colored glasses", resulting
in fewer federal dollars for marine highway improvements.

Also important is the greater difficulty in coordinating transportation planning with other
transportation modes. The core public service sought by customers in Southeast and Southwest
Alaska is transportation of people and goods, which requires good coordination of marine, land
and air transportation. If AMHS administrative offices are physically separate from other
planning functions within the Department, coordinated planning will suffer.

How Ketchikan views AMHS administration

The AMHS administrative offices are seen by many in Ketchikan as "Juneau-centric", top-heavy
and/or overly bureaucratic. Meetings with opinion leaders indicated a general sense that the
AMHS administration is not looking out for the interests of their Ketchikan-based staff, the
marine maintenance facility, or the community. Many appear to believe that AMHS
management is choosing Seattle over Ketchikan for major maintenance based on non-economic
reasoning.

Such aview of acentral office by those most closely in touch with aregional or division office is
common, both in private industry and in government. Division staff may not understand all of
the issues considered by acentral office in its decision-making, and in the absence of regular ;md
good communication will often ascribe motivations that have little basis in reality. Nonetheless,
perceptions have real consequences.

The perceptions in Ketchikan dearly require an strategy for improving administrative/staff and
Juneau/Ketchikan communication. Improved communication between Juneau headquarters
and Ketchikan staff should not, however, come at the cost of disrupted communication between
Juneau headquarters and its customers and Departmental co-workers. It would be far less
expensive, and far less disruptive, for the AMHS administration to send the director or a top
manager from Juneau to Ketchikan for one day each week throughout the year than tosend 100
employees from Juneau to Ketchikan.

1. Cost/Benefit Issues

The financial costs and benefits of moving the AMHS administrative offices will be spread
across several state agencies and the AMHS-served communities. This section of the report
identifies the areas that will incur costs or receive benefits and, where possible, quantify these
costs and benefits.

The cost/benefit analysis requires the analysis of a number of factors, some fairly
straightforward (such as space requirements), and some not (the number of employees who
would make the move from Juneau to Ketchikan). Most factors are somewhere in between,
where an estimate can be made based on standards and conditions found elsewhere in similar
situations. This analysis identifies the factors that would impact the decision of moving the
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AMHS offices, and makes clear the assumptions that must necessarilybe made when calculating

the costs and benefits for each.

Ongoing operational costs

AMHS operational costs (in direct outlays of dollars from the AMH S budget), including facilities
rent, will increase by approximately $638,000 annually if the administrative officesare moved to
Ketchikan. Of this total, roughly $459,000 is attributable to space requirements and could be
partially alleviated by capital construction funding. The remaining $179,000 inannual costs are
focused primarily incommunications and travel costs. From the perspective of the broader state
budget, therewould be some partial offsets to these costs, but any offsetting benefitswould
accrue to other state agencies, rather than AMHS .

Data communicationswould have tomove offthe mainframe hub; voice circuitsswitched from
the state system inJuneau to the municipally-owned Ketchikan Public Utilities. Itremains tobe
determined whether AMH S data functions could effectively function off-hub. AMH S data
communications costs are estimated to increase by $84,200 annually, and voice communications
by $24,000.

Travel costs are likely to be significantdue to operational requirements forAMH S
administrative staff to be inJuneau for regular meetings and interaction with the legislature,
DOT/PF, and other state agencies. Travel costs are estimated to increase by justover $70,000

annually.

Communications

Based on current AMHS communications usage — both voice and data—- communications costs
will increase by approximately $84,000 annually as shown in the figure below:

Figure 4
Data communications costs*

Location Juneau Ketchikan Ketchikan . Increase
monthly costs installation monthly (decrease) in
cost costs monthly cost
W A N charges $ 1,323.00 $6,897.50 $3,814.56 $2,491.56
SNA Gateway 416.50 1,116.00 1,200.88 784.38
SNA Controller 1,984.50 2,232.00 5,721.84 3,737.34
Wiring fornew building 34,350.00
CCMai l separation costs 5,500.00
Total one-time costs $50,095.50
Total monthly costs $3,724.00 $10,737.28 $7,013.28
Total annual costs $44,688.00 $ 128,847.36 $ 84,159.36
*See Exhibit B for more detail on these costs
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The long-distance tariffs for Ketchikan and Juneau calls are similar enough to expect little
change in long distance costs for current traffic. There will therefore be virtuallyno impacton
the reservations operation from a long-distance toll standpoint. To the extent long-distance
communications are required between Ketchikan-based AMH S staffand other state offices in

Juneau, there will be new costs.

The state does not currently keep records of the telephone trafficbetween state offices in Juneau,
so there isnot a perfect basis to estimate thevolume ofnew long-distance traffic themove
would require. The officeswith the most” interactionwith other state agenciesare AMH S
administration (3positions) and AMHS Support Services (44 positions). Assuming 25 of these
staffmake two daily 5-minute calls to Juneau-based state offices, the remainder make one
weekly 5-minute call toJuneau-based state offices, and each other AMH S administrative staff
member makes one weekly 5-minute call toa Juneau-based state office, toll charges will be
$24,000 annually. Clearly, some staffmembers will exceed these assumptions, while otherswill
make few orno calls. Whatever thevolume, therewill be an increase invoice traffic. For
purposes of this report, and in the absence of better call volume estimates, $24,000 isused as the

cost of increased long-distance tolls.

A far larger concern is that of data access. The state data system does not provide the same
quality service off-hub Ketchikan as at the Juneau hub. Figure 4 shows costsassuming all
administrative officesare moved from Juneau to Ketchikan. The major costdrivers are offices
requiring access to the statemainframes inJuneau; currently these are the reservations and
finance-related offices. Ifeither of these offices are left inJuneau, costswill not increase as

significantly.

While one may speculate that over time Ketchikan will improve itstelecommunications
infrastructure, the same is likely tobe true inJuneau, leaving AMH S offices in Ketchikan lagging
technologically. Good telecommunications capability iscrucial to the ability of the system to
meet customer needs.

Travel

A move of the AMHS administrative offices from Juneau to Ketchikan dearly provides better in-
person service to customers in Ketchikan and southern Southeast Alaska. Itshould be noted,
however, that for customers from elsewhere on the Southeast mainline and in Southwest, travel
time, distance and cost for in-person meetings would be increased.

A major "customer" of AMHS, providingup to40% ofsystem revenues, isthe Alaska
legislature. A major operational impactofamove of AMHS administrative offices to Ketchikan
is the need and cost ofsending AMH S staff toand from Juneau, often on short notice, to meet
the informational needs of the Alaska legislature and itsstaff. Itis likely that AMHS , like other
state entities located outside Juneau would find the need toalmost permanently station staff in
Juneau during the legislative session tomeet the needs of these important customers.

Scheduled airline trafficbetween Ketchikan and Juneau would affectAMH S operations for
meetings between AMH S administration and those state offices located inJuneau. Following are
the current Alaska Airlines schedules between Ketchikan and Juneau:
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Figure 5: Juneau/Ketchikan Air Schedule

From Ketchikan to Tuneau:

Depart Ketchikan Arrive Tuneau Timeen route
AS 65 9:16 a.m. 12:42p.m. 3 hrs. 26 min.
AS 67 4:09p.m. 6:02 p.m. 1hr. 53 min.
AS 69 9:10 p.m. 10:03 p.m. 53 min.

From Tuneau to Ketchikan:

Depart Tuneau Amve Ketchikan Time en route
AS 60 6:00a.m. 6:54a.m. 54 min.
AS 62 10:14 a.m. 12:06 p.m. 1 hr.52min.
AS 64 2:20p.m. 4:47p.m. 2 hrs. 27 min.

This schedule shows that itisnot possible for Ketchikan-based staff to attend morning or early
afternoon legislativemeetings inJuneau without staying the previous night. Sample round-trip
itineraries from Ketchikan toJuneau and return include:

All day meeting

Dayl AS 69 Ktn-Jnu 9:10p.m./arrive 10:03 p.m.
Day 2 Meeting 8a.m. to4:30p.m.
Day 3 AS 60 Jnu-Ktn 6:00a.m./arrive 6:54 a.m.

Half-day morning meetings

Day 1 AS 69 Ktn-Jnu 9:10p.m./arrive 10:03 p.m.
Day 2 Meeting8a.m. tolp.m. ~
AS 64  Jnu-Ktn 2:20p.m./arrive 4:47 p.m.

Half-dav afternoon meetings

Day 1 AS 65 Ktn-Jnu 9:16a.m. / arrive 12:42p.m.
Meeting 1:30p.m. to4:30 p.m.
Day 2 AS 60 Jnu-Ktn 6:00a.m./arrive 6:54 a.m.

In most cases, attending both morning and afternoon meetings inJuneau would require a two-

night stay. Even a half-day meeting requires an overnight stay and travel during the remainder
of the day of the meeting. The impact of the difficulty for Ketchikan-based administrative staff
to timely meet the information needs of legislators cannot be underestimated.

Interviews with AMH S staff indicate significant contact requirements with other state agencies
inJuneau. These include contact between:

e AMHS management staffwith the Commissioner and otherDOT/PF directors,
e AMHS budget staffwith the Office of Management and Budget and with the administrative

officers of other DOT/PF divisions and other state agencies,

e AMHS personnel and management staffwith the Department of Administration on
collective bargaining and labor relations issues,

e AMHS personnel staffand the Division of Personnel on issues relating to hiring and other
personnel decisions,
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e AMHS management staffwith the Office of the Attorney General concerning litigation, and

e AMHS computing and finance staff for computer systems training.
Estimates of additional travel required between Ketchikan and Juneau are shown in Figure 6.

Figure 6
Projected Ketchikan -Juneau -Ketchikan Travel _|_ . 0/
AMHS Director
Weekly tripsduring legislative session, average 2.5working days
(includes legislative hearings, labor negotiations,
DOT /PF meetings) 17 51
Biweekly tripsduring remainder of year, average 1.5working days

(includes legislative hearings, labor negotiations,
DOT/PF meetings) 17 34

Support ServicesManager
Weekly trips during legislative session, average 2.5working days
(includes legislative hearings, labor negotiations,
DOT/PF meetings) 17 51
Biweekly tripsduring remainder of year, average 1.5working days
(includes legislative hearings, labor negotiations,

DOT/PF meetings) 17 34
Engineering Manager, Transportation Planner
3 trips each during legislative session, average 2.5working days 6 18
5 tripseach during remainder of year, average 1.5working days 10 20
Accountant 1V
Monthly trips, average 1.5working days 12 24
Pavroll Supervisor
Bi-monthly trips, average 1.5working days 6 12
Programmer/Analyst
Quarterly trips, average 2.5working days 4 12
Finance Staff
Staff training in AKSAS, average 1.5working days 6 12
Terminal & Ship Services Manager
Quarterly trips, average 2.5working days 4 12
Marine Transportation Services Manager
Quarterly trips, average 2.5working days 4 12
Total trips 120
Total overnights 292

There would obviously be a reduction of trips from Juneau to Ketchikan and return, which we
estimate at 20 tripsannually. We assume half of these trips currently require a single overnight,
while halfare day trips. Additional travel and per diem costs are as fol lows:
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Additional costs of travel

Estimated 120 trips, 292 nights

Airfare (Ktn-Jnu-Ktn @ $250 average) $30,000
Car rental or stateequipment fleet ($30/day average) 9,000
Hotel ($90 average, including tax) 27,000
Meals and incidentals ($42 average) J23Q0
Subtotal $78)300
Less: Flights from Juneau to Ketchikan saved -5,000
Hotel, car rental, meals & incidentals saved 2IM
Total additional travel costs $70,800

The above costs are a reasonable estimate of travel requirements toJuneau. Certainlya
significant portion ofcommunication betvveen state agency officialscan be by telephone.
Nonetheless, itwould be naive toassume there isno loss of quality of interaction in purely
telephonic communication between commissioners and their staff, between agency fiscal officers
and the state divisions of finance, personnel, or labor relations, or between state officialsand the
legislature. IFAMH S isout of sight, itcould be out of mind for others in the state bureaucracy,

with impacts that are hard to predict.

Support services

Laundry services are currently performed by the Department of Corrections (DOC) under AS
33.32.030(c). A move of AMHS administrative officeswould require staffinJuneau to pick up
and deliver laundry from DOC"s Lemon Creek facility. No new costs have been assigned to this
function. The costs for the food service, automotive fleet, and other support operationswould
remain the same. Any Juneau-required functions could be performed by the port staffand the
handful of positions thatwould remain inJuneau, at no net cost increase to the system.

Fixed and one-time costs

The fixed and one-time costs associated with the proposed move include
e construction or leasing of office and warehouse facilities;
emovement of personnel and equipment.

e productivity loss, training and retraining of personnel; and

e relocation and creation of communications networks.

In the fixed cost arena, the largest driver is the need for office and warehouse space.
Approximately 19,700 square feet of office space and 5,000 square feet of warehouse space
would need tobe provided in Ketchikan to house the AMHS administrative functions currently
located in Juneau. N o existing Ketchikan facility can meet these needs.

An obvious one-time cost isthe movement of personnel a.id equipment to the new location.
State administrative procedures dictate the process formovement of staff, dependents and their
households. Movement of furnishings, fixtures, equipment, and filesmust be carefully
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coordinated toaJlow continuation of essential administrative procedures, including billing, cash

receiving and payroll during the move process.

A third cost of a decision tomove results from staff turnover among thosewho choose not to
move. Costs include hiring of temporary or permanent replacements inJuneau or Ketchikan
and training or retraining of those replacements.

Finally, the communications networks must be recreated at the new location, including the local
areanetwork and SNA connections to the Juneaij mainframe.

In general, all fixed cost issues point toward an overall negative impact of officemovement with
the possible exception of the net present value of the current space occupied by the
administrative offices. As detailed below, thisitemalone canyieldawide range in the net
present value cost or benefit of the move, depending on how the observer views the economic
and budgetary impacts of the cost of space requirements.

Space requirements

Based on the research conducted during the preliminary economic analysis, no space is
currently available for lease or purchase in Ketchikan thatwould completely meet the needs of
the AMH S administrative offices (currently 19,700 square feet in two Juneau facilities, plus
approximately 5,000 square feetofwarehouse space). AMHS currently occupies amix of state-
owned and leased space. Neither AMHS nor any other state agency pay renton the state-owned
space; the Department of Administration pays costs of leased space. Sufficient acceptablrspace
could be constructed inKetchikan by the private sectorand leased to the AMH S for an
estimated $1.75 per square foot per month. Alternatively, the state could construct acceptable

space for an estimated $3 million.

There are at least threeways to look at the economic and budgetary impacts of space costs in
Ketchikan and Juneau:

1. A pure economic analysiswould assignan opportunity cost to the state-owned space (the
cost of leasing new space inJuneau) and a smaller opportunity cost to the leased space (the
difference between the cost of leasingnew space inJuneau and the cost of the AMH S leased,
facilities). These would be compared to the cost of new space inKetclukan (with or without
a qualitative component between the higher quality new space in Ketchikan and the space in
Juneau).

2. A state cost analysiswould look at the differences between the outlays of state funding for
all agencies on a current annual basisbetween the new space in Ketchikan and the currently
occupied space inJuneau.

3. An AMHS costanalysiswould look at the differences between the outlays from the AMH S
Fund on a currentannual basis between the new space in Ketchikan and the currently

occupied space inJuneau.

These three approaches yield sharply diff .rent results:
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1. The pure economic analysiswould compare the estimated new $1.75 per month office cost
in Ketchikan with the opportunity cost of office space inJuneau ofapproximately $2.25 per
month. Under this analysis, the move would save $118,200 annually, the difference between
the totalsshown inFigures 7(b) and 7(c).. This assumes other state offices currently leasing
space at$2.25 could and would move into the leased and owned space vacated by AMHS .
An additional adjustmentmay need tobe made due to the less than ideal condition of the
Glacier Avenue reservation offices.

2. The state costanalysiswould compare thenew $1.75cost per month inKetchikan for 19,700
square feetwith the current $1.91 cost for 12,500 square feet and the current free space of
7,200 square feet. Under this analysis, the net annual cost of themove would be $135,570,
the difference between the totalsshown inFigure 7(a) and 7(b). This assumes the state can
find an alternative state agency user for the space currently occupied inJuneau whose lease
isup forrenewal at the time of the AMH S transfer and whose lease costs are approximately
the same as AMHS " ; the Department of Administration space leasing cost savings would
offset the AMH S increased cost of $458,700.

3. The AMHS costanalysis requires either (1) all new lease costsand benefits to be charged to
AMHS , for a total of $458,700 annually as shown inFigure 7(b)or (2) a capital appropriation
of an estimated $3 million for construction of the office facility in Ketchikan and annual
operating costs of an estimated $45,000 forwarehouse space.

Figure 7

Cost of Space Requirements

7a) Juneau -actual cost Leased Space Owned Space Warehouse Total

inDOT/PF on Glacier Space

Ave
Current square feet 12,500 7,200 5,000 24,700
Lease price / sq. ft. / month $ 1.91
Lease / year $ 286,530 $ 286,530
Utilities / year (estimated) $ 21,600 $ 15,000 $ 36,600
Total cost / year (estimated) $ 286,530 $ 21,600 $ 15,000 $ 323,130
7b) Ketchikan -projected cost Leased Space Warehouse Total
Space
Square feet 19,700 5,000 24,700
Lease price / sq. ft. / month $1.75 $0.50
Lease / year $ 413,700 $ 30,000 $ 443,700
Utilities / year (estimated) $ 15,000 $ 15,000
Total cost / year (estimated) $ 413,700 $ 45,000 $ 458,700
Information Insights Page 13
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7c) Juneau -opportunity cost Leased space Owned space Warehouse Total
Space

Current square feet 12,500 7,200 5,000 24,700

Lease price / sq. ft / month “$2.25 $2.25 $0.50

Lease / year $ 337,500 $ 194,400 $ 30,000 $ 561,900

Utilities / year (estimated) $ 15,000 $ 15,000

Total cost / year (estimated) $ 337,500 3 194,400 $ 45,000 $ 576,900

The next figure shows the gross dollar flows and present values over a 25-year period, assuming
lease rates increase at 3% annually, and usinga 6% discount to present value:

Figure 8
Present value of space cost changes
Juneau offices Ketchikan Juneau offices
offices opportunity cost
Undiscounted cash flows
over 25-year period $11,781,082 $16,723,865 $21,033,350
Opportunity cost savings
of Ketchikan alternative $4,309,485
Increased cost to AMHS
of Ketchikan alternative $4,942,782
Present value of cash flows
over 25-year period $5,847,380 $8,300,662 510,439,616
Opportunity cost savings
of Ketchikan alternative $2,138,954
Increased cost to AMH S
of Ketchikan alternative $2,453,283

Among the three alternative approaches to space cost, no one alternative ishest. The
opportunity cost approach would most likely best satisfy economists; the state cost analyis
provides the best measure of net costs to the State of Alaska; the AMHS cost analysis shows the
effecton AMH S budget and operations.

Since the full costs ofan AMHS move will be borne by AMHS, tire52.45 million net present
value of the Ketchikan office space should be used as the basis for comparison of the Ketchikan
and Juneau locations. Downward adjustments to thisnumber could be considered if(1) any of
the current AMHS administrative offices stayed inJuneau, (2) the current two-location office
situation inJuneau were replicated in Ketchikan and lower-priced existing office space could be
located in Ketchikan, or (3) any Juneau staff could be relocated tocurrently-owned or leased

state space in Ketchikan.

Information Imiglits Page 14
m vV 15March IW7 ! %



AMHS Move Analysis Interim Report

Movement of personnel

How many would move?

There are 116 administrative positions inJuneau, ofwhich 95 are currently staffed. Assuming
normal operations, about 20 positions are vacant or forced vacant at any giv”~n time. These
positions could obviously be transferred without household moving costs. About fivesupport
positionswould remain inJuneau, and would not need tobe moved.

There isno way topredictwith full confidence thenumber of the other 90 people thatwould
move toKetchikan. One method istoask theemployees. Based on partial results frorr \C
employee survey conducted for this report, 28% of the employees would "definitely” or
"probably" accept transfer and move toKetchikan, 41% would "definitelynot" or "probably
not" accept a transfer, and 31% are "not sure."

Many of theemployees would seek alternative employment. Among those answering
"probably not"” or "definitelynot,” 94% indicated theywould seek alternativeemployment in
Juneau or elsewhere inAlaska. Twenty-five percent of these employees are managerial or
executive, 12% are professional, and 63% are clerical or technical. Some indicated they have
already started looking fornew work, and several are already interviewing with other positions
with the state.

These employees” positions will be vacated and will need to refilled during the roughly 18
months between a decision tomove and themove itself. AMHS will face no easy choicesduring
this period: either positions will be filledon apermanent basis, and AMHS will have to pay their
moving costs to Ketchikan, or the positions will be filled temporarily, and AMHS will have to
trainboth the temporary replacement inJuneau and later the permanent replacement in
Ketchikan. Furthermore, the pool ofapplicants to fill the jobs during the interimwill be smaller,
consisting only of individuals willing to relocate to Ketchikan or only of individuals willing to

accept temporary assignments.

Excluding survey respondents who were not sure whether they would accept a transfer, 41% of
survey respondents would move, with an average of 1.8 children and dependents each. The
survey thuswould indicateaminimum of37 current personnel and 67 dependents would move.
Assuming the same percentage of replacement personnel would also move, an additional 22
personnel and 40 dependents would move, for a total of 59 personnel and 107 dependents.

Movement of households

Under existing labor contracts, the state isobligated >pay up to the following amount for each
employee that moves:

() moving costs for up to 10,000 pounds of personal effects,

(2 moving costs for up to two vehicles,

(3) airlinp or ferry tickets for employees and their families,

(4) up to 15 days perdiem foremployees and their families.
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A portion of these costswould be recovered in freight revenues (to the extent that the move took
place daring d period of time the ferry system has vacant freight space and to the extent that
movers use the ferry, rather than barge service).

Based on the partial survey data and itsextension to refilled positions, 59 employees and their
dependents would be moved. Assuming the average employee moves two vehiclesand 8,000
pounds of personal effects, the state would incur the following costs:

(1) Moving costs for personal effects: $224,600
(2) Moving costs forup to two vehicles (on ferry): 0=
(3) Ferry tickets foremployees and their families: 0*
(4) 15 days lodging and perdiem foremployees and

their families: £133,000
Total costofmoving employees and households $377,600

*Assumes space isavailable forworker vehicles without displacing revenue-producing
freight or vehicles; actual costwould be higher ifany displacement occurred.

Assuming halfof the household freight isshipped on the ferry rather them barges, about $7r500
would be received by the system during themove of household effects, leaving a net cost to
AMHS of$370,100 formovement of households. Tros costwould riseby the cost of airfare for
any employees or dependents who used air rather than ferry transportation for the move.

Lost productivity, training and retraining

Any office relocation results in lost productivity for the staff affected. The initial economic
impact analysis estimated one month of lost productivity for each currently employed staff
member, including about one week of lost time arranging and conducting the physical move
and one week in the transitionperiod at thenew offices Based on current staffsalaries and
benefits, this lostproductivity has a cost of about $400,000. While this lost productivity isa cost
from an economic standpoint, itwould probably not translate into additional budget costs for
AMHS and istherefore excluded from the AMHS costanalysis.

The projected loss of current experienced staff, together with the time and costofnew hiring
and training, will result inadditional productivity losses. Based on the partial employee survey
results, ten employees with over five years experience at AMH S will need tobe replaced, in
addition to 24 employees with one to five years experience and 20 with less than one year
experience at AMHS . Using the earlier assumptions that roughly 40% of the replacement
workers will move, 22 positionswill be refilled once, and 31 positions refilled firstwith
temporary employees inJuneau and thenwith permanent employees inKetchikan. This
extraordinary hiring process imposes operational costson AMHS, including the management
time to advertise, go through the personnel process, and the time to train the new hires.
Assuming one month of training time per employee, costs of training this total of 84 new hires
will be approximately $350,000. If25% of these training costs are hard dollar costs, rather than
lost productivity, the netnew cost toAMHS will be $87,500.

Itappears that Ketchikan can indeed physically absorb the move. Tire local employment market
has the ability tosupply the administrative officewith a pool of qualified candidates from which
tochoose formany of the AMH S positions. A job-by-job analysis comparing the AMHS
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administrative positions with the pool of currentand newly unemployed workers inKetchikan
will show which position classificationswould require hiring outside of Ketchikan. ExhibitA
contains a firstestimate of the positions that have comparable jobs in the current Ketchikan

labor market.

Movement of equipment

Computers and communication infrastructure

Moving thecomputer network toKetchikan isamajor undertaking with two facets. The firstis
the physical movement ofcomputers and other network items. The second and larger issue is
the infrastructure required to support the data communications needs of the network. Based on
estimates supplied by AMHS and detailed in Exhibit B, up frontmove costswill total about
550,000. As shown above, operational costs forcommunications will be more significant.

Office equipment

Themove ofAMHS administrative offices includes shipment of office furniture, filesand
equipment. Modular work-stations must be tom down, reconfigured and assembled, and
computer cables installed. Several yearsago AMHS moved a portion of itsstafffrom Glacier
Avenue toChannel Drive at a cost of approximately $150,000, including office reconfiguration
and communications line installations. The cost of the physical move of officesand equipment
from Juneau to Ketchikan was estimated assuming offices have an average of 150 cubic feet of ~
furniture and equipment, 4,000 cubic feet of filesare stored and necessary tomove, and a
portion of goods now stored in the Juneau warehouse would need tobe moved. Excluding
communications setup costs (dealt with elsewhere in the report) and basic office configuration
(included inspace costs), an estimated $100,000 would be required to pack, move, repack and
assemble AMHS administrative offices

In addition to these costs, careful coordination will be required toallow AMHS tocontinue to
function during the move. Because AMHS has both semimonthly and biweekly payroll
processing, for example, payroll staffare working on data entry and payroll distribution on
three-quarters of the days in the average month A move must be timed to off-cycle days, and
requires filesand computers be accessible before, during and immediately after the move date.
This timingmay require some air transportation of staffand files, but no adjustment to cost
estimates to reflect such an eventuality has been included in this report.
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Il Community Economic Impact

The economy of Southeast provides the proper context formany of the above issues.
Understanding the regional economy also informs the analysis of such issues as the availability

of. labor and the cost of housing.

The economic effectsof the move on the communities ofJuneau and Ketchikan are detailed
below. Insummary, economic impacton the two communities isrelatively minor. Initial
calculations indicate thatJuneau®"s growing economy would absorb the impact of job losses
within three, while job creation inKetchikanwould only marginally soften the economic
impacts of the impending mill closure.

In short, from an economic perspectivemoving the offices to Ketchikan creates fewer benefits to
Ketchikan thansome may hope, while moving the officeshorn Juneau has a smaller economic
impact on thecommunity thansome may fear.

As outlined below, itappears the overall economic benefits and costsofamove are either
roughly in balance or tiltsomewhat againsta move. While thismay be the case from a pure
economic cost/benefit standpoint, there are significant issues that are not purely economic that
affect the long-term viability of the Alaska Marine Highway System and itsability to serve its
customers and stakeholders.

As the economic analysis shows, the costs toJuneau and benefits to Ketchikan are smalier than
some may suspect. Ifthe time, energy, and money thatamove would cost”®vas applied to
working on either improving AMHS operationsand community communications, or toworking
on improving the Ketchikan economy, therewould be net economic benefits instead of the costs

identified herein.

Southeast regional economy

The Southeast Alaskan economy isdefined by disparities. Wi th the exception of the th.ee large
towns of Juneau, Ketchikan, and Sitka, the region ismade up primarily of small communities. Of
the 73,000 people living in Southeast, about one-third live inJuneau. Two-thirds of the
ponulation live in the three urban centers with the remaining third of the population distributed

among twenty-nine communities.

While the regionasawhole isquite diverse by Alaska standards, much of that diversity isin
these three larger communities. Typically, the smaller communities relyon a single industry for
economic survival. These industriesmay give rise tomining or fishing communities, logging
communities, or towns centered on tourism. While support industries are builtup around these
primary industries, itis the viability of these primary industries that must maintain the region®s

smaller towns.
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Figure 9: Southeast Regional Economy
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The viabilityofmany of the small communities depends on themovement of products intoand
out of their towns or the arrival of tourists. Transportation networks are of paramount
importance and are explicitly included in the mission statement of the Alaska Marine Highway
System to provide "opportunities to develop and maintain a reasonable standard of livingand
high quality of life, including social, education and health needs."

As the figureabove shows, primary and manufacturing jobs represent about 61% of regional
employment, with about .64 service jobs generated for each primary or manufacturing job.

The region isexperiencing steady growth ata rateof 1.6% in 1996, projected to rise to 1.9% in
1997. This regional growth isvery industry specific. Much of itisinmining and construction,
mostly in the Juneau area, and masks declines in timber, seafood and fishing, and government.
Only Juneau can be expected to experience strong growth, especially as these growth figures
must be reviseddownward with the impending closure of the Ketchikan Pulp Company mill in
Ketchikan.

Growth will be best realized only in thecommunities with themost diversified economies. With
most of the region"s economies tied to timber, fisheries, or tourism, communities are very
sensitive tosmall changes incommodity prices or the overall level ofeconomic activity in the
nation. The lack of diversificationmeans that local economies are supported in large part by
imports. In addition, these regional economies are tied todemand from extra-regional sources
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and hence are quite dependent on the overall health of other economies. Without dunging the
overall level of activitywithin the regionasawhole, thereismuch togain ineconomic stability
by encouraging the diversification of the regional economies through greater intraregional
cooperation and dispersion of economic activity.

One peculiarity of the region is itsproximity to themarkets of the "lower forty-eight" states. This
results in a trade pattern that looks south more than is typical for the restof Alaska. As a
consequence, tourism from customers arriving from the contiguous United States isquite
important, with the AlaskaMarine Highway System playing a key role in thismarket.

In addition, the industries of seafood processing, timber, hotel/hospitality, water transportation,
and recreation services are key industries and are the five sectors with the greatest share ofnon —
residentemployment. Each employs non-residents as at least30% of total employment. This is
destabilizing for two reasons. First, itreflects a seasonal transience, which puts pressure on
housing and local ec "omies during thesummer months, and results inoverbuilding, with
excess housing capaci / in thewinter months. These unemployed resources are costly to the

local economies. Second, imported workers increase the level of income leakage horn the region
and hence reduce the level of local employment multipliers.

The industries that experience significant levels of nonresidentemployment have historically
been high growth sectors. However, the seafood and timber industries are currently
experiencing systemic declinewhich isnot expected to rebound in the short term. Itisnot clear
whether declines in these industrieswill harm non-resident employees to a greater degree than
resident employees in these two predominant industries. However, a recent cutback inpulp
operations at Sitka did have a greater effecton the percentage decline innon-resident labor than
itdid on resident labor in the community. This is likely because non-resident labor ismore
transient and can be expected to respond toboth economic upturns and downturns with greater

sensitivity.

Juneau, Ketchikan, and Sitka are three of only five urban centers in Alaska, and represent 65% of
the population of the Southeast region. These economies are comparably diversewhen
compared with other Alaska communities. This diversity isdue toseaport access and the
traditional employment industries of timber, mining, recreation/tourism, and government.

The lack of diversity inAlaskan economies isproblematic for regional economic development.
When compared with a larger, more diverse economic area, Alaska suffers from an economy
that isvery open and dependent on resources and services from elsewhere. As a consequence,
while income earned inamore diverseeconomy will ultimately contribute topurchases of
goods and services within a region, Alaskan purchases come largely from economies side of
the region. For inst , ifan additional dollar of income inan economy can generatemof
local spending and of spending from elsewhere, additional income earned contributes to
new income in the local e omy . Of course, those in the local economy receiving thisnew
spending will alsospend w/ﬁ)f theirnew income on local goods or services, thereby generating
even more local wealth, but at a diminished rale. Itcan be shown that the patternof income
generation, from the pgitial d r of income earned, to the second round of local spending of

to the thir d of QMM (or 64c), and so on, will result ina total increment to local
income ofw
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Such amultiplier effect of initial income generated iscommon inawell-diversified economy.
Indeed, an economy that isvery self-sufficientcould have a multiplier ranging upward to ten
times original spending. Unfortunately, the multiplier in Alaskan communities isvery low due
to the lack of diversification in Alaskan economies and the need to importmany consumption
and intermediate production goods from Outside. Indeed, a multiplier of 2.0 ishigh for an
Ahskan community, and can be expected only in the Anchorage area.

While itisnot unreasonable toassume the pattern ofconsumption withinagivencommunity is
common across individual consumers, regardless of theirsource of income, itisnot the case that
an additional dollar of spending inone industry will be equivalent to the purchase pattern in
another industry. Ifthe source of additional income ismore demand for the product of an
industry that hiresmuch of itsresources locally, then the net effect of the additional wealth will
reachmore consumers in the first round. For instance, the fishing industry will use an additional
dollarofdemand for theirproduct topay local workers, maintain a local fleet, and buy materials
and fuel locally. In turn, the industries serving the local fisheriesmay purchase many of their
goods locally, resulting in a larger share of wealth that remains in the local economy.
Alternately, direct spending in the tourism industrymay support jobs for booking agents or fleet
operators in Seattle or Vancouver, or earn profits for hotel chains outside the region.

A look at the pattern of direct and indirect effects of additional industry earnings in the
Ketchikan economy finds the multiplier indeed varies across industries. The multiplier for the
recreation industry in the Southeast isonly 1.32while the fishing industry enjoys a multiplier of
1.92, or 45% higher than tire recreation industry. These differences are directly related to
different factor purchase patterns in the two industries.

The economy ofJuneau ~

Juneau has traditionallybeen the strongest economy of the region, with significantmining
activity fueling the economy up to thewar years. Redistributionof national mining priorities
during World War Il led to a decline in the Juneau mining economy, only tobe supplanted as
Juneau became the center of state government in Alaska.

Juneau as the state capital has not always been secure. Repeated attempts to secure the approval
of voters tomove the capital from Juneau has been unsuccessful. Nonetheless, Juneau well
understands the threat and has made efforts to diversify itseconon./. Currently, theeconomy is
constituted by the following sectors:
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Figure 10
Economic Activity in Juneau by sector (1995)
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The figure shows Juneau enjoys amuch larger share of government activity than the region as a
whole. Trade and services, including wholesale, retail and tourism, is the other dominant sector.
As a consequence, much of the local economy isdriven by government and support for
households employed ingovernment. Indeed, sincemany of these are professional jobs with
relatively high wages, government sectoremployment alone represents 63% of the total wage
bill in the capital city.

While theJuneau economy could accurately be described as non-diversified, ithas shown signs
of increased diversification. Over the past 16 years, overall employment has grown by 46%
while government employment has fallenby 12%. In addition, mining isshowing a greater
effecton the local economy. While not included in the figures for Juneau because the mines lie
outside the borough, the Greens Creek and Kensington projects should provide a significant
boost in local employment, adding up to 750 jobs to the local economy and increasing resource
based employment tonearly five percent of local employment.

This constant and steady growth in the Juneau economy has been successful atmore than just
replacing the relatively small losses of employment in the government sector. While the region
as awhole has enjoyed an average growth rate over the past ten years of about two percent and
can expect tomaintain thatgrowth rate for the next few years, Juneau®s growth has been closer
to four percent. This disproportionate growth isprimarily attributable to increased tourism,
which isattracted toJuneau because of both the setting and the scale of services the largest city
in the region can offer.
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As aconsequence of thishigh historical growth rate and the types of professional jobs generated
in the local economy, Juneau leads other urban centers in the region and the state in both wages
and housing costs. Inaddition, the female labor participation rate isvery high, with the 1990
census reporting that 74% of females over the age of 16 participate in the laborforce, compared
toa 66% female laborforce participation rate in the state as a whole.

These factors are problematic from an economic sense foranumber of reasons. First, they create
amuch larger than average level of household income. Since allhouseholds will purchase a
certain base amount of goods and services tomeet the basicm is of food, clothing, health,
transportation and education, any additional income beyond that level isdiscretionary and will
tend tobid up thevalue of the fixed factors of production. The most significant factor is the
price of land. A sampling of listingsofhomes forsale inJuneau suggests thatmedian housing
prices are currently near $175,000. Accordingly, Juneau has the highest housing prices of any

urban center in the state.

Second, Juneau®s seasonal employment in tourism (and, to some extent, government) creates a
transience that, when tied to very high housing costs, tends to reduce speculative or peak
demand overbuilding of the housing stock. As a consequence, the vacancy rate for Juneau
rental units tends tohover around 1.0%, while Ketchikan as the next largest center in the region
has avacancy ratenear 5.0%. Rents inJuneau are also high, with median contract rents of $800
per month, compared to similar rentals in Ketchikan of only $660 per month.

The combined factors of high wages and high rentsand housing prices cast into doubt some of
the rosier assumptions thatmay follow increased income growth in the local economy. With
littleopportunity for significant new in-migration, increased local income results inmodest job
growth and significant personal income growth, which tends tobe mostly capitalized in higher
and higher housing prices. In the absence of major structural changes in the Juneau economy, it
ismost likely that land prices will continue to rise ata very strong rate, resulting in increased
income to those holding land, but decreased purchasing power tothosewho rent. The primary
stumbling block to increased growth is the inability of the local economy to affordably house
and otherwise absorb additional workers. As a consequence, annual growth of four percent in
the area will translate into something less than employment growth of four percent, with the
difference accruing to the owners of the fixed factors of production.

While efforts to diversify the economy are necessary, fostering significant economic growth in
an overheated economy isnot productive Juneau already has the highest cost of living of the
urban centers in the state, with an all-items index of 136 6 in the fourth quarter of 1995,
compared toindices of 125.6 and 126.3 in Anchorage and Fairbanks respectively. Juneau has
lower heating costs and, with access to the Alaska Marine Highway System and west coast
barge traffic, lower shipping costs The number of large-scale retail outlets in the local market
has enhanced market competitiveness The high land costs and liigh level of disposable income,
however, maintain ahigh cost of living in Juneau

The economy ofKetchikan

Ketchikan isa quite diverse economy by Alaska standards. This diversity arises from itsrole as
the gateway and marine port of entry to Alaska Only a seven-hour ferry trip from Prince
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Rupert, Ketchikan citizens and businesses enjoy themost freeand inexpensive access to
significant southern markets, both by seaand by air. As aconsequence of this proximity, the
trade pattern ismore southerly oriented than other Alaska communities. Upon graduation from
high school, young people look south as well for higher education and jobs.

The Ketchikan Gateway Borough isnot as large as itsJuneau counterpart, with only about one-
half of theempoyment thatJuneau enjoys. The City of Ketchikan employs about a quarter of
Juneau”s total. Most significant for the Ketchikan economy isits level of diversification. The
largestsector in the local economy is the very diversified sector of trade and services, which
includes wholesale and retail trade, transportation, communications, utilities, services, finance
and real estate. Manufacturing and constructionisamuch more significant part of the
Ketchikaneconomy aswell, with government representinga distant third in importance.

Figure 11
Economic Activity in Ketchikan by sector (1995)

Transpartation

This diversification iskey tominimizing the short-term dislocation caused by a major economic
event in the Ketchikan economy. The phasing out of Ketofukan Pulp Company operations will
result in the ultimate loss of 500 to 600 direct mili jobs, depending on the level of operations
maintained by the associated sawmill. Effects in associated industries could be up to 800 tol000
additional jobs lost. While much of the effectwill come at the expense of the manufacturing
sector, the transportation sector will also absorb a significant loss, if the recent experience in the
closing of the Sitka pulp mill isa good example.

The strength of the economy restswith itsroleas a gateway and hub to the surrounding
communities. The major blow to the Ketchikan economy will have strong ripple effects across
Southeast. Despite the significant loss in jobs, interviews with anumber of people familiar with
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the region suggest a surprising lack of pessimism. This isbecause Ketchikan well understands
taht itisunusually diversified by Alaska standards, the mill will be offering significant
severance packages to itsemployees, and the federal and state governments are offering
community dislocation reliefand support.

There will not only be a significant level of available resources tobridge the interimgap until
economic growth can absorb redundant workers. Estimates suggest thatperhaps up to a third
of themill employees will choose retirement, while perhaps a third will relocate outside the
region. Of the direct job loss, perhaps only one-third of the workers will need tobe reabsorbed
into the Ketchikan economy. Inaddition, perhaps two-thirds of the indirect jobs that are an
outgrowth of the mill activitywill alsoneed tobe reabsorbed, resulting ina dislocationstillon
the order of 500 persons. This represents a potential outmigration of about 500 households, or
1,500 persons, anumber consistentwith the conclusions drawn separately by the McDowell
Group in their analysis of the withdrawal of Ketchikan 1-ulp from the community.

This dislocation represents about two or three years of typical job growth in the region.
Fortunately, about two-thirds of the dislocated employees hold job classifications consistent
with the mix that can be readily absorbed into the Ketchikan economy. These include office and

management staffand technical occupations.

In the analysis of short-term effects on the Ketchikan, this dislocation has created significant
slack. Average housing prices forsingle family homes have been in the neighborhood of
$155,000 to $160,000. Interviews with realtors, bankers and developers in the Ketchikan area
suggest housing priceswill drop somewhat, perhaps down ten to 15 percent from previous
levels. This isdue toahigher than average inventory of available homes as owners try to sell
early to prevent loss of capitalization once the mill closes down. In addition, there isalready
significant slack in a rental market that experiences a consistent vacancy rate of around five
percent. At this time, housing values are good and renters are using the opportunity toupgrade
to significantly better housing for the same level of rents.

Food costs are also lower in Ketchikan, with aweekly cost of food for a family of four of $98.50.
This compares with $93.22 in Anchorage, $97.75 in Fairbanks, and $100.17 inJuneau. When
combined with average rents of $660, or about 18% lower than Juneau, the 1.6% lower food costs
give Ketchikan the lowest cost of living in Southeast. Falling land prices and rents are giving
households the opportunity tomove into higher quality housing. Ifsubsequent costof living
analyses by thr Department of Labor could capture this effect in a quality-adjusted cost of living
index, itis likely Ketchikanwould show an index five to fifteen percent lower than Juneau.

These factorscombine tomake Ketchikan a prime location for new industry in the region. The
availability of a regular and inexpensive transportation network, a diversified economy, and
significant slack in the local economy all bode well for an economic recovery. The availability of
a well-trained labor pool that matches the needs of prospective new enterprises also favors long—
term recovery. Finally, the significant transition funding provided by the federal and state
governments will ease the pains of significant relocation.
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Economic benefitof AMHS administrative offices to Juneau

The Alaska Marine Highway System is the largest transportation network in Southeast Alaska,
surpassing Ketchikan Pulp Company and Alaska Airlines as the region®s largest employer.
Depending on season, the system has up to 900 employees, with about one-third based in
Ketchikan (most ofwh om are vessel-based crew), and about one-third based inJuneau. An
additional 90 employees are based outside Alaska, principally in the southern terminus of

Bellingham.

The system generates an annual payroll of $45 million (including benefits) and generates $171
million of indirectand indirect spending, some ofwhich accrues toBellingham, bui most of
which representswealth for Alaskans. The system generates revenues from passenger and
cargo trafficofapproximately $40 million annually, and has operating expenses of about $75
million annually. About 80% of thisrevenue comes from passengers and vehicles, 70% ofwhich
isearned during thesummer season. The AMHS administrative office inJuneau represents
1.6% of total government employment, and 0.7% of till local jobs.

Juneau unambiguouslybenefits from jobs maintained in the government sector, but is
experiencing growth that isnearly double the Alaska and national averages. The AMHS
administrative jobs represent less than a single quarter of annual employment growth, and,
because of the higher salaries in the government sector, between one quarter and one-halfyear
ofwage growth in the Juneau economy. Ifthe administrative officerswere removed from the
Juneau economy, itwould stillgrow at an average rate above that of the nation as awhole. As a
consequence, local housing prices will continue to increase at a rate above the national and state

averages.

The 95 filledAMH S administrative jobscreate demand for 95 housing units inJuneau. There
were 10,638 housing units inJuneau in 1990. While removal of 95 units from thedemand would
result in less than one percent additional temporary inventory of excessing housing capital, itis
necessary to detber of staff that woul d choose to relocate ifthe administrative officeswere
moved toKetchikan. Based on the employee survey and itsextension to re-filled positions,
about 60 employees would relocate. As a consequence, about 60 housing unitswould
potentially be available, representing about 40 owned homes and 20 rental units available to the
market. These numbers would likely be reabsorbed into the Juneau housing market, creating an
excess inventory of two or three months in the housing market. In addition, there are 1,153
rental units in Juneau, suggesting the twenty additional rental unitswould slightlymore than
double the current rental vacancy rate to near three percent Even such a temporary increase in
the rental vacancy ratewould merely move Juneau from the tightest to the second-tightest rental
marekt in the state.

Economic benefits, if the AMHS administrative offices went to
Ketchikan

The effectsofamove toKetchikan are far more striking than thewithdrawal from Juneau. The
Ketchikan market would be expected to absorb the roughly 60 employees moving from Juneau.
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These 60 new households would compete for 5,030 occupied housing units in the Ketchikan

Gateway Borough.

The McDowell Group has estimated the impending closure of Ketchikan Pulp will reduce
housing prices in the short term by 15 to 20%. Local experts believe the reductionwill be in the
range of five to 15%. An injection of housing unitdemand of 60 unitswill not stress the slack
housing market in Ketchikan. Rather, itwould likely mitigate the reduction in housing prices
from tireexpected 5-15% range toa 4-12% range. Th s represents only two-thirds of the current

advertised inventory in Ketchikan.

In 1994, therewere 1,408 individuals listedas unemployed inKetchikan. Of these, 216 were
clerical and salesworkers, 177 professional, technical and managerial workers, and 201 were
employed in the service sector. With the reduction in Ketchikan Pulp jobs from the economy, an
additional 55 to 60 employees with office and general management skills, in the areas of
executive, clerical, accounting, personnel and purchasing staff, will be unemployed. These
professional staffwould be of sufficientnumber tomeet the professional hiringdemand of the
AMHS , especiallywhen taken together with the 594 available clerical, sales, professional,
technical, managerial and service workers typically available in Ketchikan. The primary
problem in fillingAMH S administrative vacancieswould be those positions requiringAMH S
experience or those with specialized technical knowledge of marine systems.

Itisclear that movement of the administrative officeswould not fill the surplus housing and
employment gap. Instead, themove would reduce the slack in theeconomy by perhaps one-
quarter, mitigatingsomewhat the expected drop in housing prices and, toa lesser degree,
wages. Similarly, itis likely that a move of the administrative officeswould alsoonly partially
fill the gap created in the K-17. public education system. _

The cost ofcommercial property isprimarily driven by building costs and the cost of land.
While there are no adequate existing office units available inKetchikan in the 20,000 square foot
range able toaccommodate the AMHS administrative offices, interviews suggesta r tw building
could be constructed and offered to AMH S for about $1.75 per squre foot. Utility rates are
slightly higher, but slightly more moderate temperatures result in similar overall utility bills.
Developers indicate a facilitycan be either co-located at the Ketchikan Shipyard and AMH S
terminus location, or on land within a couple of blocks of that location.
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V. Summary

Based on all of the issues set out above and on supporting information, amove ofthe AMHS
administrative offices from Juneau to Ketchikan will require both an up-front cash outlay and

ongoing coststoAMH S as follows:

Interim Report

Figure 12
Summary of Costs

Scenario 1 Scenario 2

New building Leased building

in Ketchikan in Ketchikan
Fixed and one-time costs:
Cost ofmoving personnel $ 370,100 $ 370,100
Facility construction 3,000,000 0
Lost productivity, training & retraining 87,500 87,500
Communications infrastructure 50,200 50,200
Officemove 100.000 100.000

$3,607,800 $607,800
Additional annual costs:
Space leasing 45,000 458,600
Data communications 84,200 84,200
Voice communications 24,000 24,000
Travel 70,800 70.800

$ 224,000 $ 637,600

The benefitsofmoving AMHS administrative offices do not justify the substantial fixed costs of
the move or the additional operational costs and complexity created by themove. The
improvement tocommunication between Ketchikari-based employees and Juneau-based
management isfar outweighed by the losses to communication between Juneau-based
management and their counterparts in the Department and elsewhere in state government.

Legislation has been introduced thissession tomove a portion ofthe AMHS administrative
offices from Juneau to Ketchikan. This legislation requiresataminimum that the system
director, the deputy director, and the managers ofmarine operations, support services and
engineering, together with "all other offices, functions and employees of the marine highway
sy-.em except thosewhom the commissioner determines must be located outside of Ketchikan"

be located in Ketchikan.

As outlined above, the top-level employees of the AMH S are tire individualswho most need to
interact with the legislature and oiher DOT/PF administrative offices. Movement of their offices
would create significant problems in the operations of the system. Itmay be thatcertain A "IHS
administrative staffpositions inJuneau could be transferred to Ketchikan without imposing
comparable costs. Among the units that appear to be transferablewith minimal impact to the
system are reservations, procurement and maintenance engineering.
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