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Al a s k a  Mental Health Trust Authority

The Alaska Mental Health Trust Authority ("Authority") is a public corporation of the 
State. It manages the Alaska Mental Health Trust ("Trust"), spends income from the 
Trust, and plays the lead role in planning and budgeting all State mental health services.

The Authority occupies a unique niche in state government. Unlike other State 
authorities, the assets the Authority manages are an endowment. Plus, the Authority 
annually plans and recommends the State's spending on mental health not just from the 
Trust's income, but from all sources, including State general funds. Thus, it has complete 
control over its own assets and substantial influence over all other resources that the 
State devotes to mental health.

The Trust assets and income are dedicated to mental health services. The State cannot 
appropriate or use Trust assets or income for othtr purposes. By contrast, equity 
contributions made by the State to AIDEA or Alaska Housing Finance Corporation 
(AHFC) could be reappropriated for other uses. And, a portion of the income from these 
corporations is paid into the State's general fund as dividends each year.

The State Constitutional prohibition of dedicated revenues11 barred creation of 
endowments or trusts after statehood, absent a Constitutional amendment (e.g., the 
Alaska Permanent Fund) or except as required for participation in federal programs. The 
Trust exists because it was created by federal law prior to statehood.

Prior to statehood, there were no mental health services available in Alaska. The Federal 
government sent mentally ill persons to an institution in Portland, Oregon. As part of 
ti r transition to statehood, Congress passed the Alaska Mental Health Enabling Act of 
1956. This act transferred the responsibility for mental health services from the Federal 
government to the Territory of Alaska and created the Trust. The state selected and 
received one million acres of federal land to endow the Trust.

Rather than manage these lands to fund mental health services, the state transferred the 
most valuable parcels to private ownership and other State and municipal government 
uses, such as parks. By 1982, only about 35% of the land trust remained unencumbered 
and in State ownership.

Litigation by mental health beneficiaries, begun in 1982, resulted in a Supreme Court 
order that the original trust be restored. In 1994 a final settlement reconstructed the 
Trust with 500,000 acres of original Trust land, 500,000 acres of replacement land, and 
$200 million. The Legislature also created the Authority pursuant to the settlement.

The Alaska Permanent Fund Corporation invests the Trust's financial assets. The Trust 
Land Office in the Department of Natural Resources manages the land. The Authority 
spends the income from the investments and land for mental health services. Under the 
settlement, the Authority may spend Trust income without a legislative appropriation.

By statute, the Authority each year develops a Comprehensive Integrated Mental Health 
Program and forwards a mental health services operating and capital budget to the 
Governor and Legislature. The statute requires a separate appropriation bill for the 
program. If the Governor or Legislature changes the budget, they must explain the 
difference in writing.

21 Section 7, Article IX, Alaska State Constitution.
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In shaping the Comprehensive integrated Mental Health Program, the Authority 
reviews the recommendations of three other boards:

■ Alaska Mental Health Board
■ Governor's Council on Disabilities and Special Education
■ Governor's Advisory Board on Alcoholism and Drug Abuse
■ Alaska Commission on Aging

Trustees usually choose to have existing state agencies administer Trust funds. These 
state agencies must have legislative approval to receive and spend Trust funds. Three 
times each year the Authority awards small project grants to non-government 
organizations providing grass roots mental health services. These projects are 
administered solely by the Authority and are funded with Trust income. The Authority 
is subject to the State Administrative Procedures Act.

A seven-member Board of Trustees governs the Authority. The Governor appoints the 
Trustees, after considering recommendations of a panel composed of mental health 
beneficiaries or their representatives. Trustees are subject to legislative confirmation and 
serve staggered five-year terms. The Governor is to appoint Trustees based on their 
expertise in financial, investment, or land management or mental health services. The 
Governor may remove a Trustee only for cause.

The statutes prohibit officers or employees of the State, or an organization that receives 
Trust money under grant or contract, from serving as Trustees. This unusual provision 
may be due to the more sensitive fiduciary nature of trustees' duties. But, it recognizes a 
conflict that exists for corporate directors as well, even though they are held to less 
stringent legal standards of conduct.

Marine Highway Transportation Improvement Study- Part I
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E x a m p l e s  o f  N o n - A l a s k a  M a n a g e m e n t  M o d e l s

Public Ferry Operations

Washington State Ferries

Washington state ferries are oper d  by the Washington State Department of 
Transportation. Ferry operations are funded through a combination of fare box receipts 
and state taxes. Approximately 4.7 percent of state motor-fuel tax receipts are dedicated 
to ferries, half to operations and half to capital construction. Fare box earnings are 
required to pay for at least 60 percent of the operating program. The Washington State 
Transportation Commission, a 7-member board appointed by the governor, oversees 
operational plans for the ferry system. The commission develops long-range plaits 
through six-year investment programs, capital project lists and biennial budgets. The 
commission works with federal, state and local officials to develop partnership s and 
remove barriers to achieving the state's transportation goals.

BC Ferries

The British Columbia Ferry Corporation operates as a Crown corporation of the British 
Columbia government. The corporation is governed by a Board of Directors, and 
regional citizen committees advise BC Ferries regarding customer service and tariff 
reviews. In 2000, the BC government implemented a new fiscal framework for the ferry 
system. The government removed over 1 billion dollars of the corporation's debt, 
enacted legislation to dedicate 1.25 cents of the motor fuel tax, and put three fast ferries 
up for sale. Complex tariff structures were rationalized, information systems were 
upgraded to improve financial performance and accountability, and partnerships with 
travel industry organizations were developed and expanded to promote increased 
ridership and promote British Columbia as a tourist destination. After a long period of 
deficits and insolvency, the corporation recorded an operating surplus in 2001.

Nationalized Ferries

Caledonian MacBrayne (CalMac) is a nationalized ferry company operated by the 
Scottish government that plays a "crucial social, economic and tourism role" in serving 
remote, rural communities in the Scottish Isles. Tariff levels and operational efficiency 
levels are set by the parliament. Although CalMac carries 80 percent of the market's 6 
million annual passengers, three private firms are also active. The system is currently 
under review for compliance with the European Community law, which requires that 
government subsidies be paid only to fulfill a Public Service Obligation, and the services 
so covered must be open to competition.

CalMac provides a network of 24 approved services. In return, the company, which is 
wholly owned by Scottish Ministers, a public body, receives grant support for the 
operating losses it incurs. In 1998, the subsidy amounted to roughly $10 per passenger. 
CalMac also receives capital grant funds.
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Port a n d  Transit Authorities

Massachusetts Bay Ferries

The Woods Hole, Martha's Vineyard and Nantucket Steamship Authority was created 
by the Massachusetts legislature to operate ferries between Cape Cod and the nearby 
islands. Series A and B bonds have been issued over the year- for capital improvements 
to vessels and facilities. The Authority derives revenues from its operations (fare box, 
vehicle fare, parking and freight) to meet the cost of service in most years. Surplus funds 
are deposited into a reserve fund, which is used to make up operating costs in deficit 
years. In recent years, towns on the shore of Cape Cod have sued the Steamship 
Authority to try to restrict its autonomous control of shore-side facilities and operations. 
The state supreme court has ruled that the Authority's mission to act as an "essential" 
supply line to the islands supercedes local zoning and other ordinances and that the 
Authority need not take into account the interests of shore communities. A bill before 
the 2001 Massachusetts Legislature proposed altering the make-up of the Authority for 
broader regional representation.

New York / New Je rsey  Ferries

The Port Authority of New York and New Jersey is a financially self-supporting agency 
that relies almost entirely on revenues generated by facility users in the form of tolls, 
fees and rents. The governors of the two states each appoint six board members. The 
Authority has a broad range of assets including bridges, tunnels, real estate, and vessels. 
It is responsible for public transportation, including ferry service, in the greater New 
York City area.

Much of the ferry service in the New York area is privately provided and has evolved in 
response to residential development in areas of New Jersey and Long Island. In at least 
one instance, "vertical integration" has made ferry service a more attractive venture for 
the private sector. When much of the New Jersey waterfront lost its value as a shipping 
center, a developer purchased the land, built condominiums and established private 
ferry service so that tenants could commute directly to Manhattan from their homes. NY 
Waterways is now the largest private ferry operation in New York City and recently 
purchased additional vessels from Allen Marine in Sitka.

Kitsap, Washington Ferries

Kitsap Transit is a Public Transportation Benefit Area Authority (PTBAA), established 
by the voters in the late fall of 1982 and owned by Kitsap County, Washington. It 
provides public transportation services in the greater Bremerton and Port Orchard 
portions of Kitsap County, including contracting for a passenger ferry. Kitsap Transit is 
funded by local sales tax, fares, and miscellaneous revenue.
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Delaware / New Jersey Ferry r  b v c  f t o '3

The Delaware River and Bay Authority operates the Lewes, Delaware to Cape May, 
New Jersey ferry, 5 airports, a toll bridge, a business park, and a passenger-only ferry to 
an historic island. The DRBA is self-sufficient in that it receives all of it's revenues for 
operation from tolls, tariffs and concessions. An official there said that the ferry itself 
was not self sufficient. Out of the 1.3 million annual passengers, about 900,000 traveled 
from May-Sept., but the DRBA is required to operate the ferry 365 days a year.

San Francisco Forries

From a customer service standpoint, ferries, particularly fast ferries, have been a success 
on San Francisco Bay. It is estimated that ferry trips could increase from the current level 
of 100 trips per day to nearly 700 trips per day in the next decade. In 1999, the California 
Legislature created the San Francisco Bay Area Water Transit Authority, a new regional 
agency. The legislation authorized the WTA to develop and adopt a long-range plan for 
operating a comprehensive water transit system in San Francisco Bay. The bill also 
specified the organizational structure for the WTA and the technical studies that need to 
be conducted.

In 2000, the California Legislature appropriated $12 million to fund the environmental 
impact reports and design functions specified in the legislation. The objective of the 
WTA is to relieve the Bay Area's traffic congestion by delivering a cost effective, 
convenient and environmentally responsive ferry transit alternative. The WTA is to 
provide the California Legislature with assessment of the costs and benefits of ferry 
service expansion and to compare the environmental and economic effectiveness of ferry 
service investment with other potential transportation investments.

Minnesota Public Transit

Southwest Metro Transit (SWT) is the public transit agency for Chanhassen, Chaska, and 
Eden Prairie, Minnesota - suburbs of Minneapolis. The Southwest Metro Transit 
Commission ;s a seven-person board responsible for oversight of the agency. The 
Commission is composed of one elected official and one appointed citizen from each 
city, and a rider representative. The agency is a public agency with private sector 
drivers. The agency owns the buses and all infrastructure, but contracts for driver 
services. The agency was at first funded by property taxes, according to John Kragness, 
an SWT official. This was a stable funding source that grew in relation to property 
values. Recently, funding for the SWT was tied to the motor vehicle excise tax, which is 
more volatile from year to year in response to variable vehicle sales.
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E s s e n t i a l  A i r  -
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The Airline Deregulation Act of 1978 was passed to make the airline industry more an 
agent of market forces and less directly subject to government regulation. In passing the 
law, Congress recognized that smaller communities would require continuing 
government support, if they were to retain air service. The Essential Air Service program 
(EAS) was scheduled to expire after 10 years. It was reauthorized for another 10 years 
and, in 1996, was made permanent. The amount of required minimum service is defined 
as two flights per day, five days per week. Required service and the amount of federal 
subsidy have all varied over the years. Outside Alaska, service is provided with 19-seat 
aircraft. The use of jets in several Alaska communities reflects the most practical 
approach given other routes and schedules.

Currently, a maximum of $50 million per year is set aside to guarantee service to 
approximately 100 communities. As of January, 2002, 31 of these were in Alaska, 
including 9 in Southeast Alaska. The amount of subsidy ranged from $5,000 in Chatham 
and Funter Bay to more than $1 million in Adak. EAS subsidies for Alaska are 
summarized in the table.

1 Community 'Annual Subsidy

Kodiak (9 bush communities) $125,774

Akutan 343,246

Cordova 273,000

Gustavus 273,000

Adak 1,312,435

Cape Yakataga 30,870

Central 17,975

Chatham 5,129

Circle 17,976

Cordova 273,097

Funter Bay 5,129

Gulkana 93,131

Gustavus 273,097

Healy Lake 38,605

Hydaburg 55,443

Icy Bay 30,870

May Creek 29,594

McCarthy 29,594

Nikolski 45,033

Petersburg 273,097

Port Alexander 24,583

Seward 82,878

Wrangell 273,097

Yakutat 273,897

Total Alaska EA S  Subsidy 4,200,550

3 Information about Essential A ir  Service was drawn primarily from General Accounting Office documents prepared for 
a 2000 Congressional Subcommittee on Aviation meeting to discuss the future of the program and avaiLole at 
http://www.airportnet.org/depts/federal/eryn99/easbackground.pdf
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The program affects approximately 500,000 passengers per year nationwide, with the 
average subsidy per passenger approximately $80. The average load factor in 1999 on 
EAS flights was 19 percent, compared with 70 percent overall for most major airlines. As 
fuel and airport costs rise and the size of aircraft used to provide EAS flights increases, 
the program grows more and more expensive. Another significant contributor to 
increased costs has been the Commuter Safety Initiative, which mandates "one standard 
of safety" for both major and commuter airlines.

The subsidy is calculated to cover an airline's cost plus a reasonable profit, less any 
revenue collected on the route. This means that any cost increases are charged entirely to 
the program. In spite of this, fewer and fewer airlines have shown an interest in EAS 
routes, in part because airline consolidation has reduced the effects of competition in the 
industry.

. . . . . ni aim . ti i'. i
No estimate has been identified of the impact, if any, of the campaign against terrorism 
on the cost of essential air service. However, the events of September 11 have reportedly 
caused the US Department of Transportation, which was already considering cutting 
EAS to some communities, to review the program. According to the US DOT web site, 
the FY 2003 Office of the Secretary budget requests $117 million for EAS. The request is 
accompanied by proposed language that would allow the program to be "targeted to the 
communities with the greatest need."
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25-LS1556\C

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - SECOND SESSION

BY THE SENATE TRANSPORTATION COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE TRANSPORTATION COMMITTEE

A BILL

FOR AN ACT ENTITLED 

"An Act establishing the Alaska M arine Transportation Advisory Board and  setting out 

its powers and duties; making conforming amendments; and providing fo r an effective 

date."

BE IT ENACTED BY THE LEGISLATURE O F THE STATE OF ALASKA:

* Section 1. AS 19.65.011 is amended to read:

Sec. 19.65.011. Comprehensive long-range plan. The Department of
Transportation and Public Facilities, in consultation with the Alaska Marine 

Transportation Advisory Board, shall prepare a comprehensive long-range plan for 

the development and improvement of the Alaska marine highway system and shall 
revise and update the plan at least every five years. The department shall submit the 

comprehensive long-range plan and revisions and updates of the plan to the 

legislature.
* Sec. 2. AS 19.65 is amended by adding new sections to read:

Article 3. Alaska M arine Transportation Advisory Board.

C S FO R SENATE B ILL NO. 298(TRA)
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Sec. 19.65.110. Alaska M arine Transportation Advisory Board. There is 
established in the Department of Transportation and Public Facilities the Alaska 
Marine Transportation Advisory Board.

Sec. 19.65.120. Board composition, (a) The board consists of 11 members 

appointed by the governor. Each member must be a resident of the state. The board 
shall be composed of the following members:

(1) one member who has a significant level of experience in the private 
sector or local government, specializing in financing or economic development or 
marketing, from each of the following districts:

(A) northern southeast Alaska, representing Haines, Juneau,
and Skagway;

(B) centra! southeast Alaska, representing Petersburg, Sitka,
and Wrangell;

(C) southeast Alaska, representing the cities of Angoon, 
Hoonan, Kake, Pelican, and Tenakee Springs;

(D) the Prince William Sound and Kenai Peninsula areas, 

representing the cities of Cordova, Valdez, and Whittier, the City and Borough 
of Yakutat, and the communities of Chenega Bay and Tatitlek; and

(E) southwest Alaska, representing the cities of Akutan, 

Chignik, Cold Bay, False Pass, Homer, King Cove, Kodiak, Port Lions, Sand 
Point, Seldovia, and Unalaska, including Dutch Harbor;

(2) one retired marine captain, marine engineer, or licensed seaman;

(3) one representative, who may be retired, of a recognized union that 
represents employees of the Alaska marine highway system;

(4) one business owner who has experience interacting with the Alaska 
marine highway system;

(5) one travel agent or tourism specialist familiar with various Alaska 
marine highway reservation systems available to the public; and

(6) two members of the public at large.

(b) For members being appointed under (a)(2) - (6) of this section, there shall 

be at least one resident of the Ketchikan Gateway Borough and at least two members

C S S B  298(TRA)
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who are residents of areas not directly served by the Alaska marine highway system.
(c) The members of the board shall serve staggered three-year terms. If a 

vacancy arises on the board, the governor shall, within 30 days after the vacancy 

arises, appoint a person to serve the balance of the unexpired term. A person appointed 

to fill the balance of an unexpired term shall serve on the board from the date of 

appointment until the expiration of the term.

(d) Board members serve at the pleasure of the governor. In addition, a 
majority of the membership of the board may remove a member if that member misses 

more than two meetings in a calendar year and has not been previously excused.
Sec. 19.65.130. Officers and quorum. The members of the board shall select 

a chair and a vice-chair from among the members of the board each year. The vice­

chair presides over meetings in the absence of the chair. A majority of the members of 

the board constitutes a quorum. A vacancy in the board does not impair the right of a 
quorum to exercise all the powers and perform all the duties of the board.

Sec. 19.65.140. Meetings. The board shall meet at least four times each year. 
Meetings may be called by the chair or by a majority of the members of the board. At 

least one meeting each year must be attended by the board members in person, but all 
other meetings may be conducted by teleconference. All meetings are open to the 

public unless an executive session is called based on the criteria in AS 44.62.310(b).
Sec. 19.65.150. Per diem and expenses. Members of the board do not receive 

a salary, but are entitled to per diem and travel expenses authorized for boards and 
commissions under AS 39.20.180.

Sec. 19.65.160. Records. Records of the board are subject to inspection and 
copying under AS 40.25.110.

Sec. 19.65.170. Legal assistance. The Department of Law shall provide all 
legal services for the board.

Sec. 19.65.180. Powers, duties, and functions, (a) After the commissioner of 

transportation and public facilities has considered one or more candidates for the 

position of director or deputy commissioner of the Alaska marine highway system, the 
commissioner shall confer with the board regarding that candidate or those candidates 

before making an appointment to that position. The selection of those candidates shall

25-LS1556\C
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be without regard to political affiliation.

(b) The board may establish volunteer regional advisory committees. The 

purpose of the advisory committees is to provide recommendations to the board 

regarding concerns from the region whose members constitute the advisory 
committee.

(c) The board, in cooperation with the Department of Transportation and 
Public Facilities, shall prepare a strategic plan that includes the mission, core values, 

objectives, initiatives, and performance goals of the Alaska marine highway system 
and submit that plan to the department for its consideration.

Sec. 19.65.190. Staff. The department shall provide staff for the board.

Sec. 19.65.195. Definition. In AS 19.65.100 - 19.65.195, "board" means the 
Alaska Marine Transportation Advisory Board.

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to 
read:

INITIAL APPOINTMENT OF MEMBERS OF THE ALASKA MARINE 

TRANSPORTATION ADVISORY BOARD, (a) Notwithstanding AS 19.65.120(c), added by 

sec. 2 of this Act, and AS 39.05.055, the initially appointed members of the Alaska Marine 
Transportation Advisory Board shall be appointed by the governor to terms as follows:

(1) three members shall serve one-year terms;

(2) three members shall serve two-year terms; and

(3) five members shall serve three-year terms.

(b) The governor may designate a member of the Marine Transportation Advisory 

Board, created by Administrative Order No. 233, who is serving as an advisory board member 
on the day before the effective date of this Act, as a member of the initial Alaska Marine 

Transportation Advisory Board under (a) of this section, if the member meets the 

requirements set by AS 19.65.120, added by sec. 2 of this Act. Nothing in this subsection

prevents the governor from appointing members to the board that do not serve on the Marine

Transport!.tion Advisory Board as authorized by this subsection.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR SENATE BILL NO. 298(TRA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - SECOND SESSION

BY THE SENATE TRANSPORTATION COMMITTEE

Offered:
Referred:

Sponior(s): SENATE TRANSPORTATION COMMITTEE

A BILL 

FOR AN ACT ENTITLED 

"An Act establishing the Alaska M arine Transportation Advisory Board and  setting out 

its powers and duties; making conforming amendments; and providing for an effective 

date."

BE IT ENACTED BY THE LEGISLATURE O F THE STATE OF ALASKA:

* Section 1. AS 19.65.011 is amended to read:

Sec. 19.65.0l i .  Comprehensive long-range plan. The Department of | 

Transportation and Public Facilities, in consultation with the Alaska Marine 

Transportation Advisory Board, shall prepare a comprehensive long-range plan for 

the development and improvement o f the Alaska marine highway system and shall 

revise and update the plan at least every five years. The department shall submit the | 

comprehensive long-range plan and revisions and updates o f the plan to the 

legislature.

* Sec. 2. AS 19.65 is amended by adding new' sections to read:

Article 3. Alaska M arine Transportation Advisory Board.
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Sec. 19.65.110. Alaska M arine Transportation Advisory Board. There is 

established in the Department o f Transportation and Public Facilities the Alaska 

Marine Transportation Advisory Board.

Sec. 19.65.120. Board composition, (a) The board consists of 11 members 

appointed by the governor. Each member must be a resident o f the state. The board 

shall be composed o f the following members:

(1) one member who has a significant level o f experience in the private 

sector or local government, specializing in financing or economic development or 

marketing, from each o f the following districts:

(A) northern southeast Alaska, representing Haines, Juneau,

and Skagway;

(B) central southeast Alaska, representing Petersburg, Sitka,

and Wrangell;

(C) southeast Alaska, representing the cities of Angoon, 

Hoonah, Kake, Pelican, and Tenakee Springs;

(D) the Prince William Sound and Kenai Peninsula areas, 

representing the cities of Cordova, Valdez, and Whittier, the City and Borough 

of Yakutat, and the communities of Chenega Bay and Tatitlek; and

(E) southwest Alaska, representing the cities of Akutan, 

Chignik, Cold Bay, False Pass, Homer, King Cove, Kodiak, Port Lions, Sand 

Point, Seldovia, and Unalaska, including Dutch Harbor;

(2) one retired marine captain, marine engineer, or licensed seaman;

(3) one representative, who may be retired, o f a recognized union that 

represents employees o f the Alaska marine highway system;

(4) one business owner who has experience interacting with the Alaska 

marine highway system;

(5) one travel agent or tourism specialist familiar with various Alaska 

marine highway reservation systems available to the public; and

(6) two members o f the public at large.

(b) For members being appointed under (a)(2) - (6) o f this section, there shall

be at least one resident o f  the Ketchikan Gateway Borough and at least two members
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who are residents o f areas not directly served by the Alaska marine highway system.

(c) The members of the board shall serve staggered three-year terms. If a 

vacancy arises on the board, the governor shall, within 30 days after the vacancy 

arises, appoint a person to serve the balance of the unexpired term. A person appointed 

to fill the balance of an unexpired term shall serve on the board from the date of 

appointment until the expiration of the term.

(d) Board members serve at the pleasure o f the governor. In addition, a 

majority o f the membership of the board may remove a member if that member misses 

more than two meetings in a calendar year and has not been previously excused.

Sec. 19.65.130. Officers and quorum. The members o f the board shall select 

a chair and a vice-chair from among the members o f the board each year. The vice- 

chair presides over meetings in the absence of the chair. A majority of the members of 

the board constitutes a quorum. A vacancy in the board does not impair the right of a 

quorum to exercise all the powers and perform all the duties of the board.

Sec. 19.65.140. Meetings. The board shall meet at least four times each year. 

Meetings may be called by the chair or by a majority o f the members of the board. At 

least one meeting each year must be attended by the board members in person, but all 

other meetings may be conducted by teleconference. All meetings are open to the 

public unless an executive session is called based on the criteria in AS 44.62.310(b).

Sec. 19.65.150. Per diem and expenses. Members of the board do not receive 

a salary, but are entitled to per diem and travel expenses authorized for boards and 

commissions under AS 39.20.180.

Sec. 19.65.160. Records. Records of the board are subject to inspection and 

copying under AS 40.25.110.

Sec. 19.65.170. Legal assistance. The Department of Law shall provide all 

legal services for the board.

Sec. 19.65.180. Powers, duties, and functions, (a) After the commissioner of 

transportation and public facilities has considered one or more candidates for the 

position of director or deputy commissioner of the Alaska marine highway system, the 

commissioner shall confer with the board regarding that candidate or those candidates 

before making an appointment to that position. The selection of those candidates shall

-3-
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be without regard to political affiliation.

(b) The board may establish volunteer regional advisory committees. The 
purpose of the advisory committees is to provide recommendations to the board 

regarding concerns from the region whose members constitute the advisory 
committee.

(c) The board, in cooperation with the Department of Transportation and 
Public Facilities, shall prepare a strategic plan that includes the mission, core values, 
objectives, initiatives, and performance goals of the Alaska marine highway system 
and submit that plan to the department for its consideration.

Sec. 19.65.190. Staff. The department shall provide staff for the board.

Sec. 19.65.195. Definition. In AS 19.65.100 - 19.65.195, "board" means the 
Alaska Marine Transportation Advisory Board.

* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new section to 
read:

INITIAL APPOINTMENT OF MEMBERS OF THE ALASKA MARINE 
TRANSPORTATION ADVISORY BOARD, (a) Notwithstanding AS 19.65.120(c), added by 
sec. 2 of this Act, and AS 39.05.055, the initially appointed members of the Alaska Marine 
Transportation Advisory Board shall be appointed by the governor to terms as follows:

(1) three members shall serve one-year terms;

(2) three members shall serve two-year terms; and

(3) five members shall serve three-year terms.

(b) The governor may designate a member of the Marine Transportation Advisory 
Board, created by Administrative Order No. 233, who is serving as an advisory board member 

on the day before the effective date of this Act, as a member of the initial Alaska Marine 

Transportation Advisory Board under (a) of this section, if the member meets the 

requirements set by AS 19.65.120, added by sec. 2 of this Act. Nothing in this subsection
prevents the governor from appointing members to the board that do not serve on the Marine
Transportation Advisory Board as authorized by this subsection.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

25-LS1556\C
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IOM TH E O F F IC E  O F TH E GOV
d m  in  i s  / r a / i u  i

Sarah Palin
GOVERNOR

S t a t e  o f  A l a s k a

OFFICE OF THE GOVERNOR 
Juneau

March 29th, 2007

ADMINISTRATIVE ORDER NO. 233

I, Sarah Palin, Governor of the State of Alaska, under the authority of art. Ill, secs. 1 
and 24, of the Alaska Constitution, and in accordance with AS 44.19.145(c), establish the 
Alaska Marine Transportation Advisor}' Board (board) in the Department of Transportation 
and Public Facilities (department).

The purpose of the board is to provide recommendations to the governor and the 
commissioner of the department on the department's exercise of its marine transportation 
functions assigned by law.

The board's duties are to:

(1) meet at the call of the chair to carry out its advisory functions;

(2) hold public hearings as necessary or use other means to solicit information from 
the public for the development of the board's recommendations; and

(3) prepare and submit to the governor and the commissioner of the department 
recommendations concerning the department’s marine transportation functions 
assigned by law.

The board consists of nine members appointed by the governor, to serve at the pleasure of 
the governor. The governor will appoint the members as follows:

(1) a member representing labor unions of employees of the Alaska Marine Highway

(2) a member from Northern Southeast Alaska representing the municipalities of

PURPOSE

DUTIES OF THE BOARD

MEMBERSHIP

System;
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Haines, Juneau, Sitka, and Skagway;

(3) a member from Southern Southeast Alaska representing the municipalities of 
Ketchikan, Ketchikan Gateway Borough, Metlakatla, Petersburg, and Wrangell, and 
the cities and communities of Prince of Wales Island;

(4) a member from Southeast Alaska representing the cities of Angoon, Hoonah, 
Kake, Pelican, and Tenakee;

(5) a member from the Prince William Sound/Kenai Peninsula area representing the 
cities of Cordova, Seward, Valdez, and Whittier, the City and Borough of Yakutat, 
and the communities of Chenega Bay and Tatitlek;

(6) a member from the Southwest Alaska/Aleutian Chain/Alaska Peninsula area 
representing the cities of Akutan, Chignik, Cold Bay, False Pass, Homer, King Cove, 
Kodiak, Port Lions, Sand Point, Seldovia, Unalaska, and Dutch Harbor; and

(7) three other members appointed by the governor.

Board members must be persons with an interest or background in marine transportation 
matters in this state.

The governor will designate the chair of the board. The board may elect other officers as 
determined necessary.

ADMINISTRATIVE SUPPORT

The department shall provide administrative support for the board.

GENERAL PROVISIONS

Board members do not receive compensation as a member of the board. Members of the 
board who are not state or federal employees are entitled to per diem and travel expenses in 
the same manner permitted for members of state boards and commissions. Per diem and 
travel expenses for members of the board who are a representative of a state or federal 
agency are the responsibility of that agency.

To reduce costs, the board may use teleconferencing or other electronic means, to the 
extent practicable, in order to gain the widest public participation at minimum cost.

Meetings of the board shall be conducted, and notice of the meetings and hearings 
provided, in accordance with AS 44.62.310 and 44.62.320 (Open Meetings of 
Governmental Bodies).

Records of the board are subject to inspection and copying as public records under AS 
40.25.110-40.25.220.

This Order takes effect immediately.

DATED at Juneau, Alaska, this 28th day of March, 2007.
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FOR IMMEDIATE RELEASE 07-124

Governor Palin Fills Marine Transportation Advisory Board

May 14, 2007, Juneau, AK -  Governor Sarah Palin today announced the appointment 
of several Alaskans to the Marine Transportation Advisory Board (MTAB). The Alaska 
Marine Transportation Advisory Board advises the state on issues related to the Alaska 
Marine Highway System . The nine-m em ber advisory com mittee is made up of 
representatives from communities served by state fetries. MTAB was re-authorized 
under Adm inistrative Order No. 233 by Governor Palin on March 28, 2007.

Captain W illiam  Hopkins of Ketchikan will represent em ployee labor unions o f the 
Alaska Marine Highway System . Hopkins retired from the Alaska Marine Highway 
System  (AMHS) in January 2007, after thirty years of service. He has piloted 
Southeast, Southwest and Puget Sound on all AM HS vessels, except for the 
Wickersham and high-speed craft. Hopkins served eight years as permanent master 
of the M/V Aurora and another eight years as permanent master of the M/V Kennicott. 
He is the author of two books including, "Wrangell Narrows, A laska," a m ile -by-m ile  
guide for mariners navigating the Inside Passage.

Robert Venables of Haines will represent northern Southeast Alaska. Venables has 
worked for the Haines Borough since 2000 -  first as the Borough's Economic 
Developm ent Director and later as the Borough's Manager, a post he has held since 
2004. He is a former mem ber of MTAB and former chair of the Southeast Conference. 
Venables is active in the Haines and Alaska State Chambers of Commerce, and has 
been a board m em ber of the Haines Borough Fire District #3 since 1988.

John (JC) Conley of Ketchikan will represent southern Southeast Alaska. Conley is 
the owner of Service Auto Parts, a locally owned auto parts store he has been with 
since 1979. He served three terms on the Ketchikan Gateway Borough Assem bly, and 
served twice as chair of the Ketchikan Chamber of Commerce and Southeast 
Conference. Conley is the former chair of MTAB.

Maxine Thompson o. / ngoon will represent the cities of Angoon, Hoonah, Kake, 
Pelican, and Tenakee. sne  is the president of Thompson Managem ent Services, Inc., 
DBA Angoon Oil Company, a post she has held for over tw en ty years. Thompson 
served on the Angoon City Council from 1994 to 1997, ar. J served one term as Mayor 
from 1997 to 1999. She is a lifelong Alaskan.

Clay Koplin of Cordova will represent the Prince William Sound region. Koplin has 
served as the Manager of Engineering and Operations for the Cordova Electric 
Cooperative since 1988. He worked with the Prince William Sound Economic 
Developm ent Group and the Cordova Chamber of Commerce to develop a marketing 
strategy for the M/V Aurora and the M/V Chenega. Koplin is a self proclaimed, 
"Enthusiastic Alaskan."



•  •

Shirley Marquardt of Unalaska will represent Southwest Alaska, the Aleutian Chain, 
and the Alaska Peninsula. She was elected m ayor of Unalaska in 2004, and served 
the previous ten years on the Unalaska City Council. Marquardt is the Port Operations 
Manager for Samson Tug and Barge in Dutch Harbor. Since 1999, Marquardt has 
been a m em ber of the American Seafoods Com m unity Advisory Board. She also 
serves on the Alaska Municipal League Finance Com m ittee and is a m em ber o f the 
Fisheries Com m ittee for Southwest Alaska Municipal Conference.

Murray Walsh of Juneau will serve as an at-large member. Walsh has served as the 
Executive Director of Southeast Conference since 2006. He is also the Principal in 
Walsh Planning and Developm ent Services, a private planning practice he has 
operated since 1996. Walsh has been preparing comprehensive site plans for 
communities and clients since 1974. He earned a Bachelor of Arts degree in Urban 
Planning in 1971 from the University of Washington.

Cathie Roemmich of Juneau will serve as an at-large member and as the chair, 
designated by the Governor. She has served as the executive director of the Juneau 
Cham ber of Commerce since 2006. Roemmich was the assistant port manager for 
Southeast Stevedoring in Sitka from 1985 to 1996. She also spent four years as the 
service manager for Willie's Marine, Inc. Boat Sales and Service in Juneau. Roemmich 
is a lifelong Alaskan.

Mike Korsmo of Skagway will serve as an at-large member. Korsmo captains a 100- 
foot tug boat for Am ak Towing, a subsidiary of Southeast Stevedoring. He has served 
as a Skagway City Council m em ber since 2002, and is a m em ber of the Southeast 
Conference Board of Directors where he chairs the Transportation Com m ittee. Korsmo 
also serves on the Alaska Municipal League Public Works and Infrastructure 
Committee.

###
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Vessels

T here  a re  currently eleven  v e s se ls  in the AMHS fleet The new est a re  the F ast Vehicle Ferries 
F a irw eather an d  C hen eg a . They are the first vesse ls  of this type to be built in the United 
S ta te s .

M/V Aurora (A U R )
M/V C h e n e g a  (C H E ) 
M/V C olum bia (C O L ) 
M/V F ainveather (FW X )

POf̂ -

AM HS V e s s e l  F le e t 
M/V Kenmcott (KEN - 
M/V LeConte ( L E C )  

M/V Lituya (LIT)
M/V M aiaspm a (MAL)

M/V M atanuska (MAT) 
M/V Taku (TAK)
M/V T ustum ena (TUS)

Sailing With Us

D ow nload the Vessel Information Table.

► C om m unities on the  A laska M anne 
Hignway

* Employment Opportunities
► Frequently A sked Q uestions
► Our Mission
► FutoSc M eetings
► R eports
► V essels Information

M/V Aurora

T h e  M/V Aurora w a s  built by P e ter so n  
S h ip b u ild ers in S tu rg eo n  B ay, W isconsin , 
a n d  b e g a n  s e r v ic e  in 1 9 7 7 . T h e  Aurora is 
2 3 5  f e e t  long, an d  c a n  transport 3 0 0  
p a s s e n g e r s  a n d  3 4  v e h ic le s  (20' len gth s)  
a t a  s e r v ic e  s p e e d  o f  1 4 .5  k nots. Because 
th e  A urora is u se d  for sh ort runs, 
s ta te r o o m s  a r e  n ot ava ila b le , a lthou gh  
fo o d  s e r v ic e  a n d  a  solarium  a re  provided

no*t: You m in t havo Acrobat 

Rtadar to opan any P O *^ »d o cu m tn t»  

an thia pogt. If you  do not hava Acrobat 
Raadtr. tuck 10 dowikpad tho FREE

ut Adobe'
to download tho 

A d o f c c - V J

Back to Main Vessel Menu

M/V Chenega

T h e  M/V Chenega is  o n e  o f  th e  n ew  
A la sk a  M arine H igh w ay F a st V eh ic le  
F erries. Built b y  O erecktor S h ip y a rd s o f  
B ridgeport. C on n ecticu t a t a  c o s t  o f  $ 3 4  5  
m illion, s h e  b e g a n  se r v ic e  in su m m er  o f  
2 0 0 5 . T h e  C h e n e g a 's  d e s ig n e r  is  N igel 
G e e  & A s s o c ia t e s  (N G A ). a  British naval 
a rch itectu re  firm that h a s  m an y  y e a r s  o f  
h ig h -s p e e d  sh ip  d e s ig n  an d  build 
e x p e r ie n c e . T h e  C h e n e g a  is p o w e r e d  by 
four d ie s e l  e n g in e s  an d  four w a ter  jets.
T h e  hull form is  a  2 3 5 -fo o t ca tam aran  that 
h a s  b e e n  sh o w n  to  provide th e  h ig h est  
transport e ffic ien cy  of a n y  h ig h -sp e e d  ferry o f th is s iz e . T h e C h e n e g a  o p e r a te s  in 
S o u th e a s t  A la sk a  during the  w inter m onth s and  in P rince W illiam S o u n d  during the  
su m m er. Photo by  Ed  u *n

Back to.Main Vessel Menu

M/V Columbia
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T h e  M/V Columbia is  th e  la rg est  vessel 
o f  th e  M arine H ighw ay fleet. Launched by 
L o ck h eed  Shipbuild ing in Seattle in 1974. 
th e  C olum bia is 4 1 8  fe e t  long, with 
ca p a city  for 4 9 9  p a s s e n g e r s  an d  134 
v e h ic le s  (20' len g th s). Its 1 0 3  total cabins 
in clu d e 4 4  four-berth units, an d  5 6  tw o-  
berth  units, 3  o f  w h ich  a r e  w h ee lch a ir  
a c c e s s ib le .  T he C olu m b ia  b o a s t s  both  a 
fine  dining room  an d  a  ca fe ter ia  T h e gift 
s h o p , cocktail lo u n g e , so lar iu m , and  
forw ard ob serv a tio n  lo u n g e  round out the 
p a s s e n g e r  a m en ities . Photo by captain jack
Moyers

Bagkjo Majn Vessel Menu

M /V Fairweather

T h e M/V Fairweather i s  o n e  o f  th e  n ew  
A la sk a  M arine H ighw ay F a st  V eh ic le  
F erries. Built by D ereck to r  S h ip y a rd s o f  
Bridgeport, C on n ecticu t a t a  c o s t  o f  $ 3 6  
m illion, s h e  b e g a n  s e r v ic e  in su m m er,
2 0 0 4 . T h e F airw eath er's d e s ig n e r  is N igel 
G e e  & A s s o c ia te s  (N G A ), a  B htish  n aval 
arch itecture  firm that h a s  m a n y  y e a r s  of 
h ig h -s p e e d  sh ip  d e s ig n  a n d  build  
e x p e r ie n c e . T h e  F airw eath er is  p o w ered  
by four d ie s e l  e n g in e s  a n d  four w ater  jets .
T h e  hull form is a  2 3 5 -fo o t  ca tam aran  that 
h a s  b e e n  sh o w n  to p rov id e  th e  h ig h est  transport effic ien cy  o f an y  h ig h -sp eed  ferry o f  
th is s iz e .  T he F airw eather norm ally o p e r a te s  in S o u th e a s t  A laska Photo By p«wr
Metcalf*
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M/V Kenn icott

T h e M/V Kennicott w a s  built b y  H alter 
M arine group  o f Gulfport, M ississ ip p i at a  
c o s t  o f  o v er  $ 8 0  million, s h e  b e g a n  
s e r v ic e  in th e  su m m er  o f  1 9 9 8 . D e s ig n e d  
by H alter M arine, an d  th e  G lo sten  
A s s o c ia te s  o f  S ea ttle , W ash in g to n , th e  
K en n icott is  3 8 2  fe e t  lon g , 8 5  fe e t  w ide, 
w ith n in e  d e c k s . S h e  is  driven  by tw o  
6 ,6 9 0  H P W artsilla 3 2 E  d ie s e l  e n g in e s ,  
an d  h a s  a  se r v ic e  s p e e d  o f 1 6 .7 5  knots.
T h e v e s s e l  is  o c e a n  certified  an d  is  a lso  
d e s ig n e d  to s e r v e  a s  a  c o m m a n d  an d  
lo g is t ic s  cen ter  during a n  oil spill or other  
natural d isa ster . T h e sh ip  h a s  a  ca p a c ity  for 4 9 9  p a s s e n g e r s , p rovides 1 0 9  berthing  
a c c o m m o d a tio n s , an d  h a s  s p a c e  for 8 0  stan d ard  a u tom ob iles. T here are  4 8  four- 
berth c a b in s  (3  w h ee lch a ir  a c c e s s ib le )  and  5 6  tw o-berth  ca b in s (2 w h eelch air  
a c c e s s ib le ) .  T h e ob serv a tio n  lo u n g e s  an d  th e  e n c lo s e d , h ea ted  solarium  g ive  
e x c e lle n t  v a n ta g e  p o in ts from w h ich  to en joy  A lask a 's scenic splendor throughout
h e r  V O y a g e .  Photo by Frank Scigllano

Back to,Main Vessel Menu

M/V LeC on te
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T h e  M/V LeConte, la u n ch ed  in la te  1973 
b y  P e te r so n  S h ip b u ild ers in S tu rgeon  
B ay , VW sconsin, jo in ed  th e  fleet in 1974 
T h e L e C o n te  is  2 3 5  fe e t  long, with 
c a p a c ity  for 3 0 0  p a s s e n g e r s  and  34 
v e h ic le s  (20' len g th s), an d  operates at a 
s e r v ic e  s p e e d  o f  1 4 .5  Knots. T he L eC onte  
is  u s e d  for sh o r ter  runs, s o  it d o e s  not 
h a v e  s ta te r o o m s, but food  se r v ic e  an d  a 
so lar iu m  a r e  p rovided , Photo by c »m y  Brown

Back to M ain Vessel Menu

M/V Lituya

T h e  M/V L itu y a  w a s  d e s ig n e d  by 
C o a s tw is e  C orporation  o f  J u n e a u  in 2001 
built b y  C on rad  S h ip y a rd s in M organ City, 
L o u is ia n a , a n d  w a s  la u n ch ed  in April o f  
2 0 0 4 . T h e  $ 9 .5  m illion v e s s e l  p rovid es  
d aily  ferry sh u ttle  se r v ic e  b e tw e e n  
M etlakatla  a n d  K etchikan. Lituya . T he  
1 8 0 -fo o t, roll on /roll off s t e e l  ferry 
a c c o m m o d a te s  1 8  c a r s  an d  1 4 9  
p a s s e n g e r s  with a n  a v e r a g e  s p e e d  of 10- 
1 2  k n ots .

M/V Malaspina

T h e  M/V Malaspina carries 4 9 9  
p a s s e n g e r s ,  an d  p ro v id es 4 6  four-berth 
a n d  2 6  tw o-b erth  c a b in s , o n e  of which is 
w h e e lc h a ir  a c c e s s ib le .  T he v e s s e l  was 
built in S e a t t le  in 1 9 6 3  a t  the L ockh eed  
Shipb u ild in g  y a rd s, th e n  len g th e n e d  and  
r e n o v a te d  in 1 9 7 2  a t th e  W illam ette Iron 
a n d  S te e l  C o m p a n y  sh ip yard  in Portland.
T h e  M a la sp in a  is  n o w  4 0 8  f e e t  long, with 
c a p a c ity  for 8 8  v e h ic le s  (2 0 ‘ len g th s), and  
a  s e r v ic e  s p e e d  o f  1 6 .5  k nots. P a s s e n g e r  
s e r v ic e s  in c lu d e  a ca feter ia , gift sh o p , 
cock ta il lo u n g e , so larium , an d  forward 
O b servation  lo u n g e . Photo by R odn«y Stitt

Back to Main Vessel Menu

M/V Matanuska

T h e  M/V Matanuska w a s  built by P u g et  
S o u n d  B rid ge & Dry D ock  C o m p a n y  of  
S e a t t le  a n d  b e g a n  se r v ic e  in 1 9 6 3 . In 
1 9 6 8  th e  v e s s e l  w a s  le n g th e n e d  and  
r e n o v a te d . It n o w  carries 4 9 9  p a s s e n g e r s  
a n d  p ro v id es  4  four-berth, 21 three-berlh , 
a n d  8 0  tw o-b erth  ca b in s . O n e  tw o-berth  
c a b in  is  w h e e lc h a ir  a c c e s s ib le .  T he  
M a ta n u sk a  is  4 0 8  fe e t  long, w ith cap acity

http://www.dot.state.ak.us/amhs/Sailing/Vessels/index.html 2/5/2008
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for 8 8  v e h ic le s  (20 ' len g th s), and has a service s p e e d  of 15 5 K nots Passenger 
s e r v ic e s  in clu d e a  ca feter ia , gift shop cocktail lo u n g e  so la riu m , and forward 
o b ser v a tio n  lou n ge, Photo o> Roane, sun

Back to Main Vessel Mem

M/VTaku

T h e M/V Taku w a s  built by Puget Sound 
B rid ge & Di t  O ock Company of Seattle 
a n d  b e g a n  s e .  v ice  in 1963 Renovated in 
1 9 8 1 , th e  v e s s e l  is  352 f e e t  long, with 
c a p a c ity  for 69 v e h ic le s  (20' lengths), and 
o p e r a te s  a t a  se r v ic e  s p e e d  of 16 5 knots 
It c a n  carry 370 p a s s e n g e r s , and has 9 
four-berth, an d  33 tw o-berth  cabins, two 
o f  w h ich  a re  w h ee lch a ir  accessible 
P a s s e n g e r  s e r v ic e s  in clu d e a cafeteria, 
gift sh o p , cocktail lounge, solarium, and 
forw ard o b ser v a tio n  lo u n g e . Photo uy 
Metcalf*

Back to Main

M/V Tustumenj

T h e  M/V Tustumena w a s  built at 
S tu r g e o n  B ay, W isc o n s in  in 1964. sailed 
A la sk a n  w a ters  for five y ea rs , then was 
r e n o v a te d  in S a n  F ra n c isco  in the winter 
o f 1969 T he v e s s e l  is  296 feet long, with 
ca p a c ity  for 36 v e h ic le s  (20' lengths), and 
o p e r a te s  a t a  se r v ic e  s p e e d  o f  13 5 knots. 
It c a n  carry 174 p a s s e n g e r s , and has 8 
four-berth, an d  1 7  tw o-berth  cabins (one 
w h ee lch a ir  a c c e s s ib le ) .  Passenger 
s e r v ic e s  in clu d e a  ca feter ia , cocktail 
lo u n g e , so larium , an d  forward observation 
lo u n g e .

Backlo Main Vessel Menu
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Communities on the Alaska Marine Highway ^ view video

M ain P o r t M enu

Inside P a ssa g e /  
S o u th ea st

Bellingham (BEL) 
H aines (H N S)  
Juneau (JNU) 
Ketchikan (KTN) 
Petersburg (PSG) 
Prince Rupert (YPR) 
Sitka (SIT)
Skagw ay (SGY) 
Wrangell (WRG) 
Yakutat (YAK)

Southeast Feeder 
Communities

Angoon (ANG) 
Hoonah (HNH) 
Kake (KAE) 
Metlakatla (MET) 
Pelican (PEL) 
Tenakee Springs 
(TKE)

Southwest
A laska

C henega Bay (CH B) 
Cordova (C D V ) 
Homer (HOM) 
Kodiak (KOD)
Port Lions (ORI) 
Seldovia (SD V ) 
Tatitlek (TAT)
Valdez (VDZ) 
Whittier (W TR)

Aleutian Islands 
& A laska P eninsula

Akutan (AKU) 
Chignik (CHG)
Cold Bay (CBY)
False P a ss  (F P S ) 
King Cove (KCV) 
Sand Point (S D P )  
Unalaska
/Dutch Harbor (UNA)

O ther p op u lar  d e st in a tio n s  v isited  by m an y  A lask a  M arine H ighw ay travelers include  
A n c h o r a g e , D en ali N ational Park, F airbanks, a n d  th e  M atan usk a-S u sitn a  V alley. For 
in form ation  a b o u t  m o re  A la sk a n  to w n s an d  c ities , s e e  th e  A laska  D epartm ent of 
C om m u n ity  an d  E c o n o m ic  D ev e lo p m en ts ' list o f  ev ery  com m unity  in A laska  and  the  
A la sk a  S ta te  C h a m b e r  o f  C o m m er ce  W eb  site.

Sailing With Us

t  Communities on the Alaska Marine 
Highway

► Employment Opportunities
► Frequently Asked Questions
► Our Mission
► Public M eetings 
I  Reports
► V essels Information

Southeast Alaska / Inside Passage

T h e In sid e  P a s s a g e  is  a  p ro tected  w aterw ay  on  th e  northern P acific  c o a s t  o f  North 
A m erica , rep le te  w ith sp e c ta c u la r  rain fo rests , m oun ta in s, and  g la c iers . A M H S's 
s e r v ic e  through  th e  In sid e  P a s s a g e  is s e r v e d  from road co n n e c t io n s  a t Bellingham , 
W a sh in g to n  an d  P rince  R upert, British C olum bia, in th e  sou th  to  H a in es  and  
S k a g w a y , A la sk a , in the  north.

Bellingham

B ellin gh am , W ash in g to n , so u th ern m o st term in u s o f  the A lask a  Marine H ighw ay  
S y s te m , is  1 -1 /2  h o u rs north o f  S e a ttle  an d  o n e  hour sou th  o f  V an cou ver, British 
C olu m b ia . It is  th e  traditional g a te w a y  to th e  S a n  Juan  Islan d s an d  A laska. 
B ellin g h a m 's n e w  multi m o d a l facility o ffers train, b u s, A laska , Victoria and  S a n  Juan  
is la n d  ferry se r v ic e , all in o n e  location . T h e ferry term inal an d  visitor information  
c e n te r  a r e  a d ja c en t to  th e  historic F airhaven  district. S huttle  s e r v ic e s  are  ava ilab le  
for travel b e tw e e n  th e  term inal an d  m ajor airports. S e e  th e  Port of Bellingham for 
in form ation  a b o u t th is multi m od a l facility, an d  the  Bellingham Convention and Visitors 
Bureau W e b  s ite  to  find o u t a b o u t activ ities an d  e v e n t s  in B ellingham  and  W hatcom  
C ounty.

Back to Main Port Menu

Haines

H a in e s  c o n n e c ts  th e  In sid e P a s s a g e  with th e  A laska  H ighw ay at H a in es  Junction, in 
C a n a d a 's  Y ukon Territory. W hile in H a in es, v isit historic Port Chilkoot, th e  N ative  
arts c e n ter , or  c a m p  within sig h t o f  g la c iers  a t  Chilkat S ta te  Park. T h e  highlight o f 
a u tu m n  is  v iew in g  th e  la rg est  gatherin g  o f  bald  e a g le s  in th e  world a t th e  Chilkat 
B ald  E a g le  P r e se r v e  just o u ts id e  th e  tow n. M any travelers board  th e  ferry at H ain es
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a n d  sa il to  n ea rb y  S k a g w a y , b irthplace o f  th e  K londike G old R u sh . S e e  a lso  Haines 
Visitor Bureau Hom e P age.

Back to Main Pori M enu

Juneau

J u n e a u , A la sk a 's  bustling  capita l and  g a te w a y  to  G lacier Bay, n e s t le s  b e tw e e n  
tow erin g  m o u n ta in s and  th e  G a stin ea u  C h an n el. A lthough a  m odern  city, Ju n eau  
w e a r s  its rom antic  G old R u sh  p a s t  proudly. Exhibits, m u se u m s, an d  en ch an tin g  
p e r fo r m a n c e s  a r e  w aiting to en tertain  you . T h e  M endenhall G lacier  an d  U .S . F orest  
S e r v ic e  V isitor C en ter  o ffer s program s, a  naturalist to a n sw e r  q u e st io n s , trails an d  
natu re  w a lk s , a n d  a  p a n oram ic  v iew  o f th e  g la c ier  fa ce . N earby A dm iralty Island  
N ational M on u m en t sh e lte r s  the  largest brow n b ea r  population  in S o u th e a s t  A laska. 
S e e  a ls o  The Juneau Web a n d  Juneau Convention & Visitors Bureau.

Back to Main Port Menu

Ketchikan

K etch ikan  is  A la sk a 's  so u th e r n m o st m ajor city. Its waterfront bu ild in gs rise  a b o v e  
T o n g a s s  N arrow s su p p o rted  by a  forest o f  p ilings an d  jo ined  to g e th e r  by a  
p ic tu r e sq u e  boardw alk. V isit th e  w orld's la rg est  co llection  o f  to tem  p o le s  a t  S a x m a n , 
T o tem  Bight, a n d  th e  T otem  H eritage C enter. S e e  a ls o  Ketchikan Visitors B ureau w e b  
site .

Back to Main Port M enu

Petersburg

P eter sb u rg  is  off th e  b e a te n  path o f cru ise  sh ip s  an d  is  fa m o u s for its N orw egian  
h er ita g e  w h ich  s h o w s  s o  beautifully  in th e  d eco ra tiv e  d e s ig n s  found o n  its h o m e s  
a n d  s h o p  fronts. L ocal tours aw ait yo u , to o , offering sp ec ta cu la r  v ie w s  o f  the  
L e C o n te  G lacier, th e  so u th ern m o st tidew ater  g lacier  in North A m erica . S e e  a lso  
P e te rsb u rg  Visitor Information p rovided  by P etersb u rg  C ham ber o f  C o m m er ce .

Back to Main Port Menu

Prince Rupert

P rin c e  R upert, British C olum bia, is  a n  id ea l starting point for drivers w ish in g  to  cru ise  
up th e  In sid e  P a s s a g e .  T a k e  a n  a r c h a e o lo g y  tour, or visit th e  M u seu m  o f  Northern  
B .C . w ith its carv in g  sh e d  a n d  se tt lem en t history o f  th e  B .C .'s north c o a s t . Tour the  
N orth P a c ific  C a n n ery  V illage M u seum , a  restored  h eritage  s ite  w h ich  offers a  live 
p er fo rm a n c e  to  h igh light its history. S e e  a lso  B C. Ferries Corporation for sa ilin g s  to  
P rin ce  R upert from  other  C an ad ian  ports.

Back to Main Port M enu

Sitka

Sitka  w a s  th e  s e a s id e  capita l o f  R u ss ia n  A m erica  an d  a visit here  is like step p in g  
b a ck  in tim e  to  th e  18th  century. Visit St. M ichael's C athedral, o n e  o f  th e  finest  
e x a m p le s  o f  rural R u ss ia n  architecture. Stroll through the  tow n's q uaint sh o p s  and  
e n jo y  p e r fo r m a n c e s  o f  R u ss ia n  d an cin g . All o f  th is entertain ing history is p resen ted  
u n d er  th e  sh a d o w  o: sta te ly  Mr. E d g ec u m b e , a 3 ,2 0 1 -foot-high, Fuji-like extinct 
v o lc a n o . S e e  a ls o  Sitka Convention S Visitors' Bureau.
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Back to Main Port Menu

Skagway

S k a g w a y . th e  "G atew ay  to  th e  Yukon," o w e s  its birth to th e  G old R u sh  o f '96. T he  
U .S . Park S e r v ic e  an d  th e  City o f  S k a g w a y  h a v e  m a d e  th is o n e  o f  th e  b e s t  historic  
s i t e s  in A lask a . T h e  K londike H ighw ay fo llow s part o f  th e  W hite P a s s  route and  
c o n n e c ts  w ith th e  A la sk a  H ighw ay at W h iteh orse , Y ukon Territory. S e e  a ls o  Skagway 
Visitor Information.

Back to Main Port M enu

Wrangell

W ran gell, a  half-m ile w alk  from th e Wirangell Ferry Term inal, is  A lask a 's fourth o ld est  
city  a n d  its on ly  com m u n ity  to h a v e  e x is te d  u n d er four nations: th e  Tlingit. R u ssian , 
British, an d  A m erican . Its e v e n  m ore a n c ien t history is  rev ea led  by m ysteriou s, 
cen tu r ie s-o ld  p etro g ly p h s tha t are  e a s ily  s e e n  a lo n g  th e  b e a c h e s  a t low  tide. Y ou will 
a ls o  e n jo y  th e  C h ie f  S h a k e s  C om m unity H o u se  with its m any  to tem  p o le s , the  
rep lica  tribal C hilkat b lan ket, an d  o th er  h istoric  item s.
W ran gell is  th e  "G atew ay  to  th e  Stikine River", th e  fa s te s t  free-flow ing navigab le  
river in North A m erica . W ran gell a lso  h o s t s  th e  la rg est  springtim e concentration  of  
b ald  e a g le s  in th e  w orld. L ocal tours are a v a ila b le  to both the river an d  th e  Anan  
B e a r  an d  W ildlife O b servatory . S e e  a lso  City of W rangell W eb P ag e .

Yakutat

L o c a ted  on  th e  s c e n ic  G ulf C o a s t  o f  A laska , an d  surrounded  by W rangell-St. E lias  
N ational Park an d  T o n g a s s  N ational F orest. Y akutat attracts a  w id e variety o f  
o u td o o r  e n th u s ia s ts  to  h ik e b e a c h e s , float rivers, ex p lo re  b a y s  an d  p a s s a g e s ,  climb  
m o u n ta in s , v iew  g la c ie r s , sn o w b o a rd , an d  su rf rem o te  b reak s. Y akutat Bay p rovides  
s o m e  o f  th e  f in est sa ltw a ter  sport fishing in A lask a . S e e  a lso  th e  Y akutat C ham ber of 
C om m erce W eb P ag e .

Back to Main Port Menu

Southeast Alaska Feeder Communities

A n g o o n , H oon ah , K ake, M etlakatla, P e lica n . T e n a k e e , an d  H ollis (c o n n e c te d  by  
road  to  s e v e r a l o th er  P rin ce  o f  W a le s  Island co m m u n ities) are  all linked to m ainline  
A M H S p orts by c o n n e c t in g  v e s s e ls .  Cultural s i t e s  co m p lem en t a  variety o f  outdoor  
a ctiv ities  an d  e x c e lle n t  w ildlife v iew ing  opportunities.

Angoon

A n g o o n , lo ca ted  on  Adm iralty Island s o m e  6 0  m ile s  so u th  o f Ju n ea u , is  surrounded  
b y m ile s  o f  p ic tu r e sq u e  w a terw a y s n oted  for fish ing, hunting, and s ig h tse e in g  
op p ortu n ities.

Back to Main Port Menu

Prince of Wales Island

P rin ce  o f  W a le s  Island, a b o u t 4 5  m ile s  w e s t  o f  K etchikan, r e c e iv e s  ferry se rv ice  at 
H ollis. It c o n n e c ts  C raig, K law ock, H ydaburg, T horne B ay  an d  C offm an C ove. This 
a r e a  is  n o te d  for th e  g o o d  hunting an d  fishing a lo n g  th e  road w ays. V isitors will b e  
particularly e n tra n ced  b y  th e  m an y  local e x a m p le s  o f  au th en tic  Indian h eritage.

Back to Main Port M enu
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Kake

K ake is n a m e d  for th e  tribe o f  Tlingit Indians w hich  h a s  o ccu p ied  K upreanof islan d  
s in c e  p reh istoric tim es . It is  th e  s ite  o f  th e  w orld's largest totem  p o le  -  1 3 2 .5  fe e t  
h igh  ~  an d  e n jo y s  a  brisk logg in g  and fish ing trade.

Back to Main Port Menu

Mettakatla

M etlakatla is  lo ca ted  on  A n n ette  Island, a t th e  sou th ern  tip o f  A lex a n d er  A rch ip elago  
in S o u th e a s te r n  A lask a . O riginally a  relig ious co lon y , M etlakatla's population  first 
c o n s is te d  o f  8 0 0  T sim sh ian  Indian co n v er ts  w h o  h ad  m o v ed  from British C olum bia. 
T h e  n a tive  n a m e  m e a n s , "a p a s s a g e  joining tw o b o d ie s  o f  w ater.' S e e  th e  Metlakatta 
Tours/Metlakatla Indian Community Site for m o re  information.

Back to Main Pori Menu

Pelican

P elic a n , in th e  m id 1 9 3 0 's , w a s  noth ing m ore than  tw o large b a r g e s  se rv in g  a s  co ld  
s to r a g e  for loca lly -cau gh t sa lm o n . P e lic a n  g rew  with th e  fishing industry, an d  n ow  
c o n s is t s  o f  a  m ain  boardw alk  and a c lu ster  o f  w ea th er- worn b u ild ings that cling to  
th e  s id e  o f  C h ich a g o f Island. B e s id e s  grea t fish ing a n d  beautiful sc e n e r y . P e lic a n 's  
m ain  attraction  is R o s ie ’s  bar, w h e r e  fish erm en  h a v e  b e e n  carving their initials in the  
ce ilin g  s in c e  th e  first b e e r  w a s  se r v e d . S e e  th e  Pelican W eb site for up -to-date  
inform ation.

Back to Main Port Menu

Tenakee Springs

T e n a k e e  S p rin gs w a s  o n c e  a  lea d in g  A laska  sp a , with early m iners co m in g  from  
around  th e  Territory a n d  th e  Y ukon to  “take th e  w aters" o f  its warm  m ineral springs. 
T od ay , th e  year-rou n d  re s id e n ts  a re  jo ined  b y  su m m er visitors w h o  still c o m e  to  
"take th e  w aters"  but w h o  h a v e  a lso  d isc o v e r e d  the  e x ce llen t sa ltw ater  fishing in the  
area .

Back to Main Port Menu

Southwest Alaska

AM HS' S o u th w e s t  A la sk a  route s e r v e s  com m u n ities in Prince William S o u n d  an d  on  
K odiak Island . T h e s e  ro u tes  a r e  s e r v e d  by road c o n n ec tio n s  at V ald ez , H om er, and  
Vtfoitber (v ia  th e  A la sk a  R ailroad).
S e e  a ls o  Soutnwest Alaska trip planning information.

^ ^ t e rAlaska Marine H ighw ay^!tern  :: Alaska DOT&PF

Hoonah

H o o n a h  w a s  o n c e  th e  m ajor v illage  o f  th e  H una Indians, a  o ffsh o o t o f  th e  Tlingit 
tribe. F ish in g  b o a ts  line th e  harbor, a n d  s e a fo o d  p r o c e ss in g  is the  m ajor industry. 
P le a su r e  fishing in th e  a r e a  is  e x c e lle n t  for S ilver and  King S a lm on , a s  w ell a s  
C utthroat, R ain b ow , an d  D olly V arden  trout

Back to Main Pori Menu
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Cordova

Cordova is a fishing port where you can watch commercial fishermen bring in their 
catch or try your hand at Alaska-style sportfishing. Tour the salmon canneries, visit 
the famed "million dollar bridge’, walk on Sheridan Glacier, or ride the chair lift to the 
top of Eyak Mountain. The activities and adventures are endless.
Cordova Chamber of Commerce Web Page.

Back to Main Port Menu

Homer

Homer sports a lively recreation scene along the 5-mile long, world-famous Homer 
Spit and offers travelers an unbelievably spectacular view of Kachemak Bay. The 
harbor is lined with charter boats for hire, and fresh halibut, crab and shrimp can be 
purchased from seafood shops along the docks. For more information, go to the 
excellent Homer Chamber of Commerce site.

Back to Main Port Menu

Kodiak

Kodiak was the first capital of Russian America (1783-99), and remnants of the 
Russian occupation are still evident today. Kodiak also harbors Alaska's largest 
commercial fishing fleet and is home to the mighty Kodiak Brown Bear. Close to 
3,000 of these giant bears live in the Kodiak National Wildlife Refuge. Visit the 
Kodiak Chamber of Commerce and Convention & Visitors Bureau site for more information.

Back to Main Port Menu

Port Lions

Port Lions, in Settler Cove on the northeast coast of Kodiak Island, offers the 
amenities of larger destinations such as full-service hunting and fishing lodges, the 
beauty of waterfalls tucked away in spruce-filled coves, beach combing, and sea 
kayaking through the still, blue waters of Kizkuyak Bay.

Back to Main Port Menu

Seldovia

Seldovia is accessible only by air or water and, therefore, has been able to maintain 
many of its age-old Russian traditions. Seldovia offers a view of Alaska's fishing 
industry with vessels moving in and out of Kachemak Bay, fresh catches in live tanks 
and fish processing at a local salmon plant. See also the Seldovia Chamber of 
Commerce site.

Back to Main Port Menu

Alaska Marine Highway ^ ^ t e m :: Alaska DOT&PF

Chenega Bay

In 1996, the Alaska Marine Highway began “whistle-stop” sen/ice to the small 
communities of Tatitiek and Chenega Bay, made possible by the construction of new 
docks to provide staging areas for oil spill response capabilities in Prince William 
Sound.

Back to Main Port Menu
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Tatttlek

In 1 9 9 6 , th e  A la sk a  M arine H ighw ay b e g a n  "whistle-stop" se r v ic e  to th e  sm all 
co m m u n itie s  o f  Tatitlek a n d  C h e n e g a  B ay, m a d e  p o ss ib le  by the  construction  o f  n ew  
c lo ck s to prov id e s ta g in g  a r e a s  for oil spill r e s p o n s e  cap ab ilities in P rince W illiam  
S o u n d .

V a ld e z  b e g a n  a s  a  trading station  in th e  early 1 8 9 0 s  and  se rv ed  a s  a  port o f  entry for 
g o ld  s e e k e r s  b ou n d  for th e  K londike. T h e o ld  city w a s  d estro y ed  by the 1 9 6 4  
ea r th q u a k e , but its sp int liv es  in a n e w  V aldez. This ice-free , sa ltw ater port is  th e  
term in u s o f  the  8 0 0 -m ile  tran s-A lask a  p ipeline, w hich  carries oil from th e North  
S lo p e . S e e  a lso  Valdez Convention & Visitors B ureau W eb page.

Whittier

W hittier is  n e st le d  b e tw e e n  th e  g la c ier -ca p p ed  C h u g a ch  m oun ta in s and  P rince  
W illiam  S o u n d . Built by th e  U .S . G overn m en t during World W ar II a s  a  h id den  port, 
to d a y  W hittier is  th e  g a te w a y  to a  recrea ' nal w onderland . In M ay o f  2 0 0 0 , a  
h ig h w a y  from W hittier to th e  Interior o p e n e d  to the  public. This sp ec ta cu la r  drive  
from th e  e d g e  o f P rince W illiam  S o u n d  through the C h u gach  m oun ta in s w in d s  
through  a s e r ie s  o f  tu n n els , an d  c o n n e c ts  W hittier to A n ch orage only 4 5  m ile s  to  th e  
so u th . T ravelers a lso  h a v e  th e  option o f  taking th e  fam ed  A laska Railroad from  
W hittier all the  w a y  to  Fairbanks.

P a s s e n g e r s  traveling to a n d  from W hittier, an d  e sp e c ia lly  th o se  departing o n  th e  
M /V Bartlett from W hittier, a re  a d v ise d  to  c h e c k  the Whittier Tunnel w e b  s ite  for a  
sc h e d u le  o f  w h en  th e  tunnel is  o p e n  to  v eh ic le  traffic. You may be unable to make 
your sailing if you do not arrive at the tunnel at a time when it is open. B icy c le  and  
foot traffic is  prohibited through  th e  tunnel, an d  there  are v eh ic le  s iz e  and  other  
restr ic tion s o f  w h ich  you  sh o u ld  b e  a w a re  b efo re  traveling through the tunnel. For a  
recordin g  o f  th e  b a s e  sc h e d u le , call the  W hittier T unnel toll-free at (8 7 7 )  6 1 1 -2 5 8 6 .

Aleutian Islands and Alaska Peninsula

T h e A leutian  Is la n d s and  A la sk a  P en in su la  s w e e p  m ore than 1 5 0 0  m ile s from C ook  
Inlet tow ard A sia . T h is reg ion  s it s  a top  th e  "Ring o f  Fire," a  string o f  v o lc a n o e s  a lon g  
th e  P a c ific  Rim , an d  b o a s t s  se v e r a l w ildlife re fu g es. T he harsh w ea th er  p rec lu d es  
ferry s e r v ic e  in th e  w inter, but e a c h  spring the  A laska  Marine H ighw ay r e s u m e s  its 
regu lar sa ilin g s  to th e  s e v e n  w estw a rd  com m u n ities o f Chignik, S a n d  Point, King 
C o v e , C old  Bay, F a ls e  P a s s ,  A kutan, an d  U n alask a/D u tch  Harbor.

A kutan is  lo ca ted  in th e  c e n te r  o f  s o m e  o f  th e  m o st productive fishing g ro u n d s in th e  
world, a n d  h u g e  a m o u n ts  o f  se a fo o d  p rod u cts -  primarily crab, halibut, co d . po llock  -  
-a re  p r o c e s s e d  in th e  sh e lte r  o f  its d e e p  b a y  an d  at a  large sh o r e -b a s e d  p r o c e s s in g  
plant. A lthough  th e  A leu t p opu lation  o f th e  local v illage rem ains at 9 0 -1 0 0 , it g ro w s to  
a b o u t 1 .0 0 0  during certain  fish ing  s e a s o n s .
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Chignik

Chignik is actually three villages: Chignik Lake, Chignik Lagoon, and Chignik Bay, 
where the State ferry docks at one of two canneries at its first stop on the run out the 
Aleutian chain. Like the other Aleutian Island communities, Chignik provides a 
fishing lifestyle for its residents in a rugged but beautiful environment. In the Aleut 
language, "chignik" means "windy".

Cold Bay

Cold Bay, located 634 air miles from Anchorage, is surrounded by the Izembek 
National Wildlife Refuge. Abundant seabirds and waterfowl, as well as caribou and 
brown bear, make it a popular spot for sportsmen and naturalists. Two active 
volcanos provide a spectacular backdrop for the community.

False Pass

False Pass is a picturesque Aleutian community in a strategic location. The town sits 
on the south side of Isanotski Strait, the shortest transit route between the Gulf of 
Alaska and the Bering Sea. Its economy is based on fisheries: mostly for salmon, 
herring, halibut and crab.

King Cove

King Cove rests on a sand spit and adjacent uplands which are located at the north 
end of a natural bay nestled between high mountain ridges. The community of 
1,000, mostly Aleuts, has developed around one of the largest fish processing 
centers in the United States.

Sand Point

Sand Point was originally founded as a cod fishing station in 1887, and today it 
continues to support the regional fishing industry. The city's harbor is home to a 
locally based fishing fleet, and is also heavily used by transient vessels during and 
between fishing seasons. Its population is mostly of Aleut and Scandinavian 
descent.

Unalaska/Dutch Harbor

Unalaska/Dutch Harbor, at the end of the Aleutian Cha:n, is also its largest 
community, with over four thousand residents. A busy fishing and seafood 
processing port, Dutch Harbor is also a tourist destination, with sportfishing, bird and 
wildlife viewing, cultural and historical exploration, or hiking and beachcombing 
awaiting the adventurous traveler. Visit the Unalaska/Port of Dutch Harbor Convention 
and Visitors Bureau home page for travel information, events, weather, and more.

Back to Main Port Menu
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P r e l i m i n a r y  C o n c l u s i o n s  a n d  R e c o m m e n d a t i o n s

Southeast Conference has contracted w ith  the M cD ow e ll Group to assess the potential 
benefits o f commissioning a comprehensive, independent study o f the future of the 
Alaska Marine H ighw ay System. The task of identifying the key components of such a 
study is not yet complete. However, the need for it, as the A M H S  approaches its 40,h 
anniversary next year, is compelling.

A laska 's  Marine H ighw ay System (AM H S ) is entering a period of profound change. 
W ith  its financial reserves exhausted, vessels in need o f major refits or replacement, an 
intractable cost structure and waning political support, cuts in service seem imminent. 
Ye t the communities it serves are heavily dependent on reliable marine transportation. 
The next five years w ill see the system navigate one of three courses:

•  Steady decline in service. The gap between operating costs and state funding
has w idened each year since 1995. If the system and its users are unable to 
muster the political support to alter this trend, service levels cannot be 
maintained. Further, it is not clear that the additional financial resources 
needed to modernize the system w ill be available.

■ Abrupt restructuring. Radical new  management models proposed in this 
and prior legislative sessions m ight be imposed, though without any real 
understanding o f whether these models w ill  be able to solve the problems 
facing the system.

■ Transition to a new , well-conceived  management and operations model. 
W ith  interim financial support and careful planning, operations and service 
levels m ay be aligned w ith  available, secure funding sources over the long­
term.

W h y  is "f ix in g " the system so difficult? The Alaska Marine H igh w ay operates in an 
environment w ith  market, political and operational challenges unlike those anywhere 
else in the world. Its service mandate is broad, its markets small and diverse, and its 
po litica l support increasingly fragmented. T yp ica lly , annual appropriations fall 
approximately $10 m illion short of what is needed to sustain operations. The balance has 
come from  a now -depleted  reserve fund. Success over the long-term  w ill require a 
carefully crafted combination of management, operations and funding strategies (and 
execution).

Y e t the value of the system is clear. In addition to p rov id ing  transportation to 
communities w ith  no other options and infrastructure for several regional economies 
A laska 's  Marine H ig h w a y  System has an annual economic impact estimated at $171 
million in  1995.

Marine Highway Transportation Improvement Study - Part I McDowell Group, Inc. * Page 1
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This prelim inary study identified the following key issues concerning the sustainability 
o f ferry service in Alaska:

■ The Marine H ig h w a y  continues to serve critical infrastructure needs in 
coastal Alaska.

■ The system is in financial crisis.

•  The issue of how to make the Marine H ighw ay system financially sustainable 
has not been resolved.

•  The current operating model is outmoded and no longer adequately meets 
the needs of users.

■ The Southeast Alaska Transportation Plan holds promise, but leaves many 
important questions unanswered.

•  The existing management structure may not be sufficient for the future, and 
other management models exist that are worthy of consideration.

■ Proposed legislation leaves some key issues unaddressed.

T h e  Marine H igh w ay serves critical infrastructure needs. Even  more now  than when it 
was conceived half a century ago, the system is a socio-econom ic lifeline for its 
communities. A  number o f smaller communities are extremely dependent on the A M H S  
for the movement o f basic goods. In addition, it provides the basis for regional trade and 
m ay be key to addressing new  seafood markets. The system is also a critical element in 
the visitor industry statewide.

The  system is in financial crisis. A  reserve fund that peaked in 1995 at $46 million, is 
n ow  fu lly depleted. W h ile  earned income has been relatively steady at 54 percent of 
operating expenditures, general fund appropriations to the Marine H igh w ay Fund have 
declined from 49 percent of expenditures during the late 1970s and 1980s to 37 percent 
o f expenditures during the past five  years. Confronted w ith  proposed FY03 funding that 
is $6.6 m illion below the A M H S  request, managers have outlined a program of service 
cuts and vessel lay-ups. Even if next year's funding is restored, the gap between earned 
income and operating expenses is expected to remain at roughly $40 million per year 
until the S A T P  is substantially implemented (currently projected in 2008). Even w ith  
planned improvements, however, expenses are projected to outstrip earned income by 
$32.7 m illion in  2010 according to A M H S  planning documents. This is $4.5 million more 
than the average annual general fund appropriation over the past decade.

The issue o f how  to make the M arine H ighway system financia lly sustainable has not 
been reso lved . A  formal evaluation of alternative financial m odels and their 
implications for Alaska has never been performed. Some long-term, acceptable balance 
o f public funds and earned income must be achieved, yet none has yet been proposed.

The  current operating model is outmoded. The operating model on which the A M H S  
has been based since its inception clearly is no longer acceptable. Both vessels and cost 
structure are inflexible. The system is unable to meet users' highest priority need: 
regular and convenient schedules.

The Southeast A laska Transportation Plan holds promise, but leaves m any questions 
unanswered. A  new  Alaska ferry operations model is articulated in the Southeast 
Alaska Transportation Plan (SATP): faster ships, shorter runs, smaller crews. In fact, 
regional self-sufficiency is an explicit goal of the SATP. H ow ever, the Plan does not 
specify how  self-sufficiency is to be achieved, and critical elements remain either

C o n c l u s i o n s
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unknow n or undefined. W hile fast catamaran vehicle ferries are increasingly used 
w orldw ide, they have not been tested in Alaska service. Further, critical elements of the 
S A TP  are either in limbo or have been added or dropped in ad hoc fashion in the years 
since the plan was first developed. These include key road links, location of terminals, 
the structure of individual routes, and whole vessels, for example to provide mainline 
service not envisioned b y  the original SATP , but subsequently determined to be 
desirable.

S A T P  financial projections are not sufficiently detailed to generate confidence in the 
financial performance of the system in actual operation. The potential response of 
A M H S 's  largest market segment, the visitor market, to SATP -type  service is unknown 
and largely untested. G iven  what has been learned from the Alaska Marine Highway 
Marketing and Pricing Study (2000) and other recent analyses, do the load factors 
projected in the S A TP  still seem reasonable? If not, what is likely to be the impact on 
fares and service? Finally, w ith the legislature reluctant to authorize G A R V E E  bonds for 
construction o f new  vessels, how  w ill the S ATP  be implemented and over what period 
of time?

T h e  existing management structure m ay not be sufficient for the future, and other 
m odels exist thi are w orthy o f consideration. Com m unity testimony about ferry 
service and the role o f the Department of Transportation and Public Facilities in 
provid ing  it continually echoes themes of confusion and frustration about how  decisions 
are made and enacted. For its part, the department is caught between demands for better 
service at lower prices, growing pressure to cut costs, and equipment and labor contracts 
that largely preclude either. W ith  no dear agreement or direction about how  to resolve 
this dilemma, is it any wonder that A M H S  decisions often appear to emerge from an 
inscrutable "black box?" Vet the question of whether there are better ways to manage 
the system in the future has not been systematically addressed.

Ferries and m any other types of mass transit in the US  are commonly organized as 
"authorities." W h ile  Alaska's needs are unique, aspects o f this model may help address 
the seem ingly inherent conflict in designing a system that is responsive to user needs 
and also autonomous enough to operate effidently. Preliminary research into this type 
o f structure indicates that it holds promise. For example, the Inter-Island Ferry 
Au thority  recently inaugurated independent ferry service between Ketchikan and Prince 
o f W ales Island. However, significant questions remain. There is neither another ferry 
system nor a transportation authority in the US  that approaches the geographic scope of 
A laska 's  M arine H ighw ay. Further, authorities are typically based on a predictable 
revenue stream that makes them relatively independent of annual appropriations. The 
mechanism  b y  which  this w ou ld  occur system -w ide in A laska has not yet been 
iden tified . O ther pub lic/priva te  hybrids that m ay be relevant include selective 
privatization and public/private partnerships.

Proposed legislation leaves some key issues unaddressed. Tw o  bills introduced this 
legislative session -  SB 130 and SB 271 -  proposed sweeping changes to the structure of 
A M H S . H ow ever, neither addressed fundamental questions about how  service levels 
should be determined or on what basis they should be funded. Tw o  characteristics of the 
A laska Railroad -  relative insulation from the political process and a portfolio of 
revenue-producing real estate and other assets —  hold promise for ferries as well. 
H ow ever, merging the two systems, as SB 271 proposed, does not seem a good solution. 
Neither is it clear that the type of board structure envisioned in both bills w ill work well 
for a system the size and complexity of AM H S .
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Recommendations

The Alaska Marine H igh w a y  System is at a critical juncture. It cannot continue w ith  
business as usual because the funding is not available. It m ay be able to buy time to 
implement a new operating model. However, the Marine H igh w ay Fund has been used 
to bu y  time since 1995 to the tune of $46 million. The new  system (as described in the 
SATP ) is still several years away and to some extent undefined. A s  time erodes lj do 
options and the chance to act in a deliberate and thoughtful way. W ith  Alaska's coastal 
infrastructure needs heavily wagered on the SATP  model, the stakes are high.

M cD o w e ll G roup therefore recommends that the fo llow in g  broad questions be 
examined in order to better identify the Marine H ighw ay that w ill best meet the future 
needs of Alaska:

■ W hat entity or combination of entities is most like ly to operate the Marine 
H ighway System in a w ay  that achieves the best possible m ix of cost control, 
service provis ion  (passengers and freight), and revenue generation? 
Possibilities include:

* L 1 ’ • !_/1 (i i
-  A  government department (current method)

-  One or more public corporations or "authorities," for example, similar to 
the Alaska Railroad or the Inter-Island Ferry Au thority

- One or more private corporations

- Some combination of the above

■ W hat is the financial performance of the SATP  as currently conceived likely 
to be? W hat capital and operating decisions are most critical to that 
performance? O n  what basis and by whom  should those decisions be made?

■ W hat mix o f public (federal, state, and local) funding and earned income w ill 
p ro v ide  the m ost stable basis for A la sk a 's  m arine transportation 
infrastructure and how  can it be achieved? This is the most pressing issue for 
the system, since none of the other improvements can be implemented unless 
this problem is solved.

Related issues include how  to balance statewide, regional and local needs and interests, 
and the how  ferry service w ill be integrated w ith  other transportation infrastructure.

This W h ite  Paper presents lim ited, preliminary research into alternative approaches to 
marine h ighway service in Alaska. It is not intended to provide answers to these difficult 
questions. Rather, it suggests avenues for further investigation and analysis.

The paper discusses w h y  this is a critical opportunity for the Marine H ighw ay and 
outlines ste^ • to help ensure that the opportunity is not lost. Attachments include a 
prelim inary framework for evaluating management models and descriptions of a few of 
the relevant management and operational structures to be found in and outside Alaska.
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A  C r i t i c a l  O p p o r t u n i t y

Situation Overview

Role o f the Marine Highway

O f the 32 Alaska communities currently served by state ferries, only a handful are 
connected to the road system, and just a dozen have jet service. For die others, small 
planes, private boats and an occasional barge are the only outside links. Regionally, the 
Marine H igh w ay System provides the only reliable transport between most o f these 
communities. Airplanes -  both small and large -  are expensive, weather dependent, and 
capacity constrained. The Alaska Marine H ighw ay provides a surrogate road system 
and a foundation for regional trade.

For the state as a whole, the Marine H ighw ay System is both a key visitor access point 
and one o f the state's best known and most popular destinations. The system carries 
approximately 50,000 non-resident visitors per year either into or out of the state. These 
visitors stay in Alaska an average o f more than two weeks. A l l  told, approximately 
140,000 visitors travel each year on the Marine H ighw ay at some point during their visit. 
They travel w idely, w ith  nearly half (47 percent) visiting Anchorage.

A s  a recreational attraction, the Marine H ighw ay has few  parallels. Ninety-three percent 
of sum m er travelers -  visitors and locals alike -  rate their overall experience on the 
A laska ferries good- or very good. Nearly all summer passengers use the ferries 
prim arily for pleasure and to experience the Inside Passage, Prince W illiam  Sound and 
other coastal waterways in a special way. T w o  thirc , o f summer passengers do not 
consider another alternative when  making their trip plans, and only 7 percent consider 
traveling b y  cruise ship.1

Mission o f the AMHS

The formal mission of the A M H S  is not entirely dear, a condition that has contributed to 
the vo lum e, if not the quality, of debate on the system. According to Legislative 
Research Report 02.016 (December 14, 2001), the published mission of the Alaska Marine 
H igh w a y  System  is "to  provide safe, reliable, and efficient transportation of people, 
goods and vehicles among Alaska communities, Canada and the 'Low er 48/ while 
p rovid ing opportunities to develop and maintain a reasonable standard of liv ing  and 
high quality o f life, induding sodal, education and health needs."

The  AMHS 2000 Traffic Volume Report articulates a m ission "to  serve Alaskan 
communities b y  providing passenger, freight (van) and veh ide  transportation service 
between communities w ithout land h ighw ay connections. This service helps meet the 
sodal, educational, health and economic needs of Alaskans." The Southeast Alaska 
Transportation Plan (SATP) reinforces a v iew  o f the Marine H ighw ay as necessary 
infrastructure. The Plan, which largely concerns itself w ith  ferry service, offers as one of 
its six form al goals to "support local economic development and strength through the 
provision o f adequate and affordable transportation...."

1 Alaska Marine Highway System Marketing and Pricing Study. M cDowell G roup, 1999-2000.
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Residents of AM H S -served  communities often cite the system 's designation as part of 
the national h ighway system as evidence that it is intended to meet the same essential 
needs as a land road, and w ith  the same expectation o f pub lic  subsidy normally 
associated w ith highways. However, according to the Legislative Research Agency, "the 
phrase "essential service" was not mentioned in the A M H S  enabling legislation." The 
agency suggests that " . . .  legislators may have acted under the assumption that the 
A M H S  w ou ld  even tua lly  become self-supporting, as one pre-statehood report 
predicted."2

Historical Performance

In A M H S 's  early years, the new services and vessels were w arm ly  welcomed and 
became, b y  default, the benchmark against which expectations were measured. Prior to 
1975, the whole system ran on $20 m illion per year, about two -th irds of which was 
earned income. By 1985, operating costs had nearly tripled, to approximately $62 million 
per year. They have continued to rise at about half the rate of inflation5, to the current 
level o f $80 million.

Ridership has trended somewhat differently. After rising more or less steadily into the 
early 1990s to a high of 420,000 annual passengers, ridership declined. In 2000 351,000 
people rode the Marine H ighw ay, about 20,000 fewer than in 1985.

The most often cited reasons for. the increase in operating costs are labor contracts and 
new  Coast Guard regulations. Law  makers have also accused the A M H S  of being "top  
h eavy " in management. However, the Marketing and Pricing Study of 2000 noted that 
certain management capacity considered critical to private sector marine operations - -  
namely marketing, customer relations and reservations -  was w oe fu lly  inadequate at 
A M H S  and, further, that this was a significant cause of the system 's declining ridership.

If there is "excess" management at A M H S , it seems more likely to lie in the cumbersome 
contracting and oversight mechanisms that m ay be inherent in public services. For 
example, a 2001 Ferry Operations and Service Study of northern Southeast Alaska routes 
added an 11 percent prem ium  to its estimates for new vessel construction to account for 
the difference between historical state contracting costs and those typical of the private 
sector. The state's lengthy dispute w ith  the builders of the Kennicott, which cost nearly 
$80 million, seems to bear out that approach.

Current Financial Situation

Declining state support together w ith  failure to raise fares and market effectively during 
a decade o f rising costs have left A laska 's Marine H ig h w a y  System (AM H S ) on a 
precipice and w ithout a net. A lthough the system typically earns more than half the 
amount o f its operating expenses, this leaves a significant gap. For reference, the 
Washington State Department of Transportation ferry system, w ith  much simpler routes 
ana a much larger market, earns only about 60 percent of its operating costs.

The A M H S  has been dem onstrably in financial crisis since 1995. A t  that time its 
operating reserve in the Alaska Marine H ighway Fund reached a peak of $46.3 million 
and began to decline. Ostensibly established (July 1, 1991) to see the system through 
short-term ard  emergency expenditures, the fund 's reserve balance has not functioned 
for that purpose. Rather, it has been used to fill an ever-w idening gap between the sum

’ Legislative Research Report 02.016
5 Based on the nat. nal Consum er Price Index
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o f A M H S  earned income plus annual legislative appropriations and the system's actual 
operating expenditures.

Since F Y  1996 operating revenues have increased slightly from around $39 million to $42 
m illion. Legislative appropriations have held between $27 and $29 million. H owever 
operating costs have trended steadily upward since 1998. The gap between revenues 
and expenses is now in the neighborhood of $10 million per year.4

Reserve funds were exhausted during F Y  2002. A s  a result/ a recent proposal by the 
legislature to fund A M H S  at $6.6 m illion less than its requested level for F Y  2003 is 
projected b y  D O T /P F  to result in service reductions for three vessels and the accelerated 
retirement of two others, also resulting in less service." Unless the system is drastically 
reconfigured or receives substantially more public funding, it seems clear that routes 
must be permanently cancelled and vessels idled.

The Alaska Marine H ighway Vessel Replacement Fund was also designed as a "savings 
account" for the system, this one to provide for repair and replacement of aging vessels. 
M ost o f these capital expenses have been covered b y  federal h ighway and transit funds. 
The balance of the Vessel Replacement Fund is currently zero:

•*: * i , • ’ j .
Summary of AMHS Operating Budget (in $millions) 

1991 to 2000 with 2001 and 2002 Projected

Fiscal
Year

AMHS Fund 
Beginning 
Balance

AMHS 
Revenue to 
AMHS Fund

General Fund 
Subsidy to 

AMHS Fund

AMHS
Operating

Expenditures

AMHS Fund 
Ending 
Balance

1991 0.0 40.5 70.5 70.5 40.5

1992 40.5* 44.1 30.7 69.7 45.6

1993 45.6 42.2 30.0 71.6 46.1

1994 46.1 41.7 28.7 71.1 45.4

1995 45.4 43.6 28.4 71.1 46.3

1996 46.3 39.0 28.3 69.5 44.0

1997 44.0 38.6 28.6 69.9 41.4

1998 41.4 37.4 26.9 68.0 37.7

1999 37.7 38.8 27.3 74.0 29.8

2000 29.8 40.3 27.1 75.2 22.0

2001 22.0 42.7 27.9 80.1 12.5

2002 12.5 42.6 28.8 80.5 3.5

Source: Legislative Research Report, December 14, 2001, Report #02.016

4 Am ounts are approxim ate and based on analysis and projections prepared during FY  2001 by Legislative Finance 
D ivision.
5 The A M H S Fund became effective Ju ly 1,1991. It was capitalized w ith  $40.5 m illion from prior year A M H S revenue. 
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Source of the Gap between Revenues and Costs

In fiscal year 2000, ferry system revenues covered 54 percent o f operating expenditures, 
and no capital costs.* W h ile  it is the norm for public transportation to cost more than it 
brings in, A M H S  operating costs of approximately $1.25 per passenger m ile are high.' 
Excess capacity, inefficient vessels, unprofitable routes or schedules, inflexible labor 
costs, and inadequate peak prices and off-peak price differentials are the main drags on 
operating margins. Historically, labor costs have represented approximately 70 percent 
of the A M H S  operating budget.

Revenues

M arket studies have identified  lack of consistent, convenient scheduling and a 
responsive reservations system as the biggest barriers to increasing local ridership. A  
combination of 24 hour crewing, tidal restrictions and long, complex routes makes it 
difficult to spread service even ly over the week or month and impossible to schedule 
arrivals and departures at convenient times o f day. Telephone hold  times on the 
reservations system have im proved recently, but historically have exceeded industry 
standards by a factor o f five or more.

Simple fo llow -up  target marketing has been identified as the most effective w ay  to 
increase business, but, until recently, the system has lacked the capacity to execute it. 
Years o f administrative downsizing together w ith  a general lack of private-sector visitor 
industry experience and orientation have resulted in steadily declining visitor sales 
during a period o f rapid expansion in the cruise industry. Alaska arrivals via  A M H S  
declined 37 percent overall from 1989 to 1999. During the same period cruise ship 
arrivals increased b y 200 percent.'

This suggests that management structures designed to respond to a market model could 
make a major contribution to the sustainability o f the ferry system. A  more market- 
oriented system could em ploy the profit incentive and shed political constraints to reach 
more optimal capacity, vessel and service configurations, routes, service schedules, labor 
schedules and costs, and pricing.

Costs

The same factors that hamper the system 's ability to respond to market needs combine 
to leave current ferry management w ith few  options for cost control beyond large cuts in 
service. Labor and fuel cost are the two significant variables in vessel operations 
efficiency. Both are largely pre-determined by existing vessels and routes. When vessels 
operate for more than 12 hours in succession, as A M H S  vessels do, the Coast Guard 
requires that they carry a fresh crew aboard to assume operations at or before the 12- 
hour deadline. The Coast Guard also sets requirements for the number and type of crew 
that must be aboard depending on the type of vessel and service.

4 Table 2, A Summary of the Legislative and Fiscal History of the Alaska Marine Highway System, Legislative Research Report 
No. 02.016, December 14,2001.
7 Fo r comparison, operating costs for BC  Ferries in  2001 were approximately $0.95 per passenger mile.
» M cDowell Group, A laska M arine H ighw ay System Marketing and Pricing Study, 2000. Vol I , page 49.
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To the extent that there has been room w ith in  Coast Guard regulations to institute labor 
savings, the A M H S  has had little success in the past obtaining labor contracts that 
accomplish this. In 1997, an attempt to take a hard negotiating stance w ith  the three 
A M H S  unions -  the Marine Engineers Beneficial Association, the Masters, Mates and 
Pilots union, and the Inland Boatman's Union -  ended w it ’ little change in the system's 
cost structure, according to Legislative Research Report Ck.016. The current three-year 
contracts end in  2003.

This leaver the A M H S  w ith  only one real cost-control option, cutting voyages and 
laying -up  vessels. The option is not attractive since layup  produces no revenue and 
labor inflexibilities lim it cost savings. The fundamental problem is that the units of 
adjustment consist of large vessels and long routes. This means that capacity cannot be 
matched to dem and using reasonable incremental adjustments. A n y  cost-saving 
measure big enough to be effective has a draconian impact on service.

Challenges to Continued Operation

• a • 11.' If H I $&kJ'r ''‘LfttfO
The Alaska Marine H ighw ay System is confronted w ith  a funding crisis so severe that its 
ability to meet basic needs is in doubt. Service cuts are already being planned for this 
summer. A lthough  a new  operating model -  faster ships w ith  smaller crews on shorter 
routes -  has been designed ( the SATP), it is not clear that there is the political w ill to 
im plem ent that system. Neither is it clear that the current management structure -  
resource-thin and battered from years o f political w rangling -  is the best choice to 
operate it. Finally, it  has not been demonstrated publicly that the new  system w ill, in 
fact, be financially sustainable.

Limits of Past Planning

Unknowns in the SATP

The Southeast Alaska Transportation Plan (SATP), developed over the past decade, 
recognizes m any of the shortcomings o f today 's A M H S . It identifies a new service 
paradigm  consisting largely o f faster ships, smaller crews and more direct routes. 
H ow ever, to im plem ent these recommendations w ithou t also looking hard at the 
operating en tity charged w ith  making them work and the financing mechanisms that 
w ill keep them solvent is to set the stage for failure. The SATP , itself, was developed 
w ith in  the system that produced the current malaise and m ay be expected to reflect that 
system 's limitations. These include lim ited understanding of markets and marketing, 
susceptibility to political pressure and a general lack or private sector experience in

M ost critical, the SATP  was not designed to be financially sustainable. It calls for vessels 
and routes that should, in theory, be more economical. However, it does not identify 
either a fund ing  mechanism or an operating rationale to ensure stable, sustainable 
service. In fact, the plan represents something of a "Cad illac," w ith  its combination of 
fast poin t-to -poin t service and continued mainline routes supplemented by occasional 
Inter-Island Ferry Authority (IFA)-type vessels.
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Shortcomings of Other Planning
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Ferry system planning to date has, to the study team 's knowledge, been conducted in 
sound, workm anlike fashion. However, it suffers from a systemic shortcoming: the 
agenda and scope o f woilc in nearly all cases have been determined by D O T /P F . The 
Socio-Economic Impacts of the Southeast Alaska Transportation Plan on Petersburg (2000) is 
something of an exception. However, it, too, was funded by the Department.

A  result o f D O T /P F 's  approach to planning is that, b y  and large, the objective has been 
to identify the most cost-effective alternative, including the "status quo" or "d o  nothing" 
alternative. N o t  generally included, however, are attempts to iden tify  the most 
financially sustainable alternative, or to re-think the fundamental rationales behind 
service provision.

Further, the world  o f ferries, especially fast ferries, is changing rapidly. This evolution is 
being tracked on m any fronts. The US  Transportation Research Board currently 
catalogues more than 50 recent studies pertaining to ferries, ranging from new  ways to 
project ridership to environmental impacts, to analysis o f how  public decisions are 
made. The  Board is undertaking its own National Ferry S tudy on the evolution and 
current status o f US  ferry systems.

Ferry transportation in  m any other countries is more advanced than in  the US. 
However, little is known about the financial structure o f these operations because most 
o f them are private companies. A n  attempt by independent consultants to learn more in 
this regard was largely unsuccessful, according to A M H S  management.

Limits of Proposed Solutions -  SB 130 and SB 271

Bills to alter the structure o f the Marine H ighw ay and, specifically, to create a ferry 
system "au thority ," have been introduced in the legislature since the mid-1990s. The 
current legislative session is considering two proposals. SB 130, sponsored by Senator 
Robir. Taylor o f W rangell and co-sponsored b y  Senators Austerman and Cowdery, 
proposes to create a separate authority to manage the system. It's seven-member board 
w ou ld  consist o f the commissioner o f D O T /P F  and six citizens appointed by the 
governor, two o f w hom  represent ferry system unions. T w o  board members must have 
private sector experience and others must represent the public in various specified ways.

A  second bill, SB 271, sponsored by Senator Jerry W ard of Kenai and co-sponsored by 
Senators Austerman, C ow dery and Taylor, is similar in m any regards. In its first draft, it 
called for state ferry service to be combined w ith  the Alaska Railroad under a single 
authority charged w ith  operation o f both. A  com m ittee substitute was offered, 
elim inating the combination w ith  the Railroad. The new  entity w ou ld  reflect the current 
A laska Railroad Corporation model in that real estate holdings w ou ld  be managed in 
such a w a y  as to subsidize operations, at least to some extent. The new authority would 
be authorized to select 500,000 acres of land conveyed to the state under the Alaska 
Statehood Act. The b ill does not address the type or location of the land, w h y  this 
particular amount was chosen, or what revenues the authority w ou ld  be expected to 
generate w ith  it.
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T h e  bills are similar in that: id

• Both amend A M H S  enabling legislation w ith  language that indicates increased 
state commitment to the system 's financial and service stability. SB 130 goes 
farther, noting that the system is an "essential part of the state transportation

• system and that it warrants continued and predictable state support."

•  Neither provides a mechanism for ensuring certain relevant expertise in the 
governance body. For example, no board members are required to have 
experience operating a profitable marine transportation system.

•  The bills require the legislature to fund the system in  "a n  amount that is 
consistent from year to year and is the amount necessary, after consideration of 
gross revenue, to provide stable services to the public consistent w ith  the 
provisions o f A S  19.65.050 (b) (4)" i.e., predictable and stable service. However, 
they do not describe a means b y  wh ich  to establish service or revenue 
expectations.

■ Similarly, the bills call for vessel schedules to "optim ize" the frequency of service 
to all ports, but do not describe how  the number and choice o f ports is to be 
determined nor on what basis frequency is to be optimized.

■  Both bills also authorize management to conduct independent labor negotiations, 
and both provide for labor to be represented on the governing board.

* * V * I

Unanswered Questions

Before w e risk condemning any future ferry system to the same funding, operational, 
and management demons that afflict this one, it makes sense to ask some basic 
questions.

■ W ill the construction and working capital to implement the Southeast Alaska 
Transportation Plan (SATP) be forthcoming?

■ If implementation of the plan is delayed, what w ill happen to day -to -day ferry 
operations now that the Marine H ighw ay Fund is exhausted?

■ Is there a package o f fair and sustainable financial support that can meet the 
long-term operating and capital needs of A laska's ferries, and m ake the system 
less vulnerable to annual budget trade-offs?

j I
■  W ha t set of routes, vessels and services w ou ld  maxim ize the potential o f the 

system to earn income?

■ Can the system be designed so that basic operating decisions about who gets 
service and how  often avoid becoming mired in political turmoil? W hat can we 
learn from other systems in this regard?

•  W hat management and governance structure is most likely to succeed at meeting 
the system 's dual mandates o f basic transportation infrastructure and income 
generation while demonstrating a standard of efficiency that makes it financially 
justifiable. Again, what models m ight provide guidance?

In simplest terms:

What mix of service, management and funding will make for a ferry system that is 
stable, sustainable and that best meets state and regional needs?

Marine Highway Transportation Improvement Study- Part I McDowell Group, Inc. * Page 11
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In the words of the Alaska Legislature's Legislative Research Sendees, A M H S 's  ... "self- 
imposed mandate -  to provide basic transportation services to Alaskan communities -  
has been the source , o f much controversy and debate in the legislative and public 
arenas."’ N o  one has ever defined "basic transportation" nor identified a mechanism by 
which to determine appropriate funding. This is not uniform ly the case for other Alaska 
public "enterprises," however.

Other Alaska Models

The State has used its resources to subsidize other activities that are normally viewed as 
a less essential governm ent activ ity  than provision o f transportation. The Alaska 
Housing Finance Corporation ( "A H F C " )  has received more than a billion dollars to 
subsidize interest rates to homebuyers. The Alaska Industrial Developm ent &  Export 
Au thority  ( "A ID E A ")  at one time had $388 million in capital contributed b y  the State to 
subsidize business loans. Hundreds o f millions were spent b y  the State to subsidize 
power production and distribution b y  build ing the Bradley Lake and Four Dam Pool 
hydroelectric facilities and the Railbelt Intertie.

Approxim ate ly $190 m illion ($100 m illion from the Constitutional Budget Reserve and 
about $90 m illion from sale of the Four Dam  Pool hydroelectric facilities) has been used 
to endow  the Power Cost Equalization program, w h ich  subsidizes rural electric rates. 
$100 m illion  was appropriated to the Alaska Science &  Technology Foundation to 
promote scientific and technology development.

The programs just mentioned differ from the Alaska Marine H igh w a y  System in one 
im portant respect. Each was designed, after a start-up period, to reach a level o f 
financial sustainability after which  continued large infusions o f cash wou ld  not be 
required. W h ile  this m ay have been an intention on the part o f legislators who 
authorized the start-up and evolution of the A M H S , it has not been an explicit operating 
goal.

Ye t it is w ith in  the realm of possibility, indeed necessity, for the Marine H ighw ay 
System to p rovide  "basic transportation" w h ile  requiring no more than a generally 
acceptable leve l of operating subsidy. "N ecess ity " because infrastructure that is 
annually at risk o f curtailment due to lack of funding cannot be the basis for a healthy 
regional or statewide economy.

The critical elements of sustainable service are discussed in the follow ing section.

The Future o f AM HS

• A Summary of the Legislative and Fiscal History of the Alaska Marine Highway System, page 4.
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S t e p s  t o w a r d  A  S u s t a i n a b l e  S y s t e m

Three Elements of Sustainability

Each o f three critical elements of the system must be in place and coordinated w ith  the 
other two:

•  Management
■ Operations
■ Finances

Past ferry studies, including the Southeast A laska Transportation Plan, have focused on 
operations. A t  best, this is enough to build a one-legged stool, and even that leg is not 
clearly drawn.

Management and Governance Planning

The attachment "Evaluation of Potential Management M ode ls " discusses three broad 
m anagem ent approaches: public, p riva te  and some combination. Each type  has 
strengths and weaknesses w ith  respect to the Alaska Marine H igh w ay System. Purely 
public entities tend to be more subject to political pressures and less skilled at business 
tactics. Private sector firms m ay not be responsive to public needs and m ay not have 
access to certain types of funding. Pub lic/private hybrids are possible, but require 
careful structuring and monitoring.

Prelim inary analysis suggests that the "au th o r ity " model, variously used for ports, 
transit systems, bridges, tunnels, ferries and airports, offers some advantages for 
A laska 's  ferry system. Authorities are overseen b y  a board of directors charged w ith  
m eeting both  service and financial goals. Th ey  typ ica lly are able to act more 
independently than government line agencies (departments).

Placing the ferry system in the hands o f an authority is not a panacea, however. The 
degree to which it is publicly responsive depends on the makeup o f its board and the 
nature o f its mission. Extending this line o f reasoning to its logical extreme suggests that 
responsiveness might be maximized under m ultip le sub-regional authorities similar to 
the IF A . The mechanism by which those bodies m ight work together to provide an 
efficient whole is by no means dear, however.

Further, an authority's independence relies heavily  on its ability to cover its own costs. 
Authorities are generally designed so that the sum of their operations makes them self- 
supporting. W ithin a port or transit authority, for example, bridge tolls may be used to 
subsidize ferry service.

Further analysis of a range of potential management entities is warranted. Entities 
should be evaluated on the extent to which they are able to:

•  Control operating costs

•  Generate revenues

■ Access appropriate public funds

■ Engage in effective contracting negotiations
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•  Make timely, well informed business decisions

•  Understand and respond to local, statewide and visitor market needs

■ Meet the requirements of vessel and port operations

• Manage effectively all the assets of the system

Operations and Service Planning

There is no need to replicate the planning process undertaken for the SATP . It is 
generally accepted as having been reasonably thorough and most o f its fundamental 
findings are not at issue. However, is the S ATP  a financially sustainable operations 
plan? The answer is that no one knows. Sustainability was not a goal of die SATP  
process. Rather, the plan nought the "best balance of cost and service," a quality that 
clearly depends on one's perspective. Financial projections for the S A T P  demonstrate 
that it compares w ell w ith  other operating options at a particular level of service. However, 
the projections do not provide guidance w ith  respect to how  service can best be 
modified, should financial considerations demand.

The  Inter-Island Ferry A u th o r ity  ( IFA ) , on the other hand, is predicated on 
sustainability, that is, on fares covering operating costs. W hether this w ill prove 
achievable is not yet known. A lthough  its scope o f operations is tiny compared to 
A M H S , IF A  may be an instructive case study.

The IFA -typ e  vessel is another variable. The S ATP  identifies a number of advantages to 
small passenger vessels built under Subchapters T  and K  of Coast Guard regulations. 
However, it leaves their potential deployment in Southeast Alaska unspecified. Further 
analysis is needed to understand the financial implications of using these vessels for day 
and, possibly, 24-hour sendee, or day service w ith  the vessels overnighting in outports, 
d “pending on scheduling demands.

O ther unresolved S A T P  issues include decisions about certain key road links and 
terminal locations and about the nature and cost of ground transportation needed 
between proposed terminal sites.

T o  address these issues, the S ATP  must be translated into a business plan. It must 
specify the degree to which each of its services is expected to contribute to net revenues. 
It must define the best sustainable balance of cost and service system -wide. This means 
that, if  an unprofitable service is to be pursued, the source of its subsidy must be 
identified, whether that source is earned or unearned income. It also means that effort 
and expertise must be invested in maxim izing profits, or at least contribution margin, 
throughout the system.

This type o f analysis w ac performed for a recent BC Ferries study -  Review of BC Ferry 
Corporation and Alternative Uses for the Fast Ferries (2001). The author concluded that the 
BC system could not realistically expect to implement its ow n  operating plan. The report 
recommended a thorough re-examination o f BC Ferries' management w ith  the goal of 
"de -po litic iz ing " decision making. While Alaska's Marine H ighw ay is not faced w ith  the 
Canadian dilemma of what to do w ith  expensive new  vessels that have been deemed 
unusable for their intended purpose, politically motivated decisions have taken their toll 
here as well
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Financial Planning

Identifying the composition of a fair and sustainable financial plan is the single most 
important step needed to secure the Alaska Marine H igh w ay 's  role in the future. This is 
precisely because operating all runs on a break-even basis is unrealistic. Like any public 
infrastructure, coastal marine transportation must have a package of funding that is 
generally accepted at the federal, state, regional and local levels as practical, fair and 
reasonable. Here, again, we must address a continuum. Stability w ill likely result from a 
combination of operating and capital revenue sources that includes earned income, and 
federal, state, regional and local funds.

Earned Income

Based on past market studies, it is dear that the system could increase its level o f earned 
income significantly. This, in turn w ou ld  reduce public subsidy and pass more costs 
along to users, ideally in return for value delivered. There are at least five  general 
sources of earned income:

■ Regular/Local tariffs -  Management should understand how  -  and have the 
authority — to set regular tariffs in a w a y  that maximizes net revenue per 
route. I f  some other rationale is used to set tariffs -  such as "everyone pays 
the same" -  then some subsidy must be identified to make up the difference.

■ Seasonal/Visitor tariffs and tours -  A s  studies have pointed out, it is critical 
in the travel business to be able to charge according to what the product is 
worth to individual market segments. This means seasonal pricing, package 
pricing and pricing based on reservation and trip timing. The airline model 
o f price discrimination and load management m ay not be desirable, but 
m any o f its fundamental characteristics are.

•  Concessions and licensing -  Lack of management capacity, entrepreneurial 
incentives, and seed money, together w ith  restrictions imposed b y  labor 
agreements, have prevented the system from  exploring concession and 
licensing opportunities. W h ile  not like ly to be big bv iness, these can 
contribute to a sustainable system.

■ Freight tariffs -  Freight service has long been a kind of homeless child of the 
A M H S . N o t  wanting to compete w ith  private firms, the system has 
underplayed its freight services to the point where many potential customers 
do  not take them seriously. A  sustainable ferry system w ill need a business 
strategy that takes advantage o f its capacity to serve the niche that lies 
between barge and air freight services.

•  Asset management -  Income from managing, leasing, trading, etc. of system 
assets is a relatively unexplored avenue for A M H S . Assets may be land, 
financial instruments, vessels, even expertise and information.

Federal Funds

In addition to funds specifically designated for ferry systems, A M H S  has been eligible in 
the past for federal h ighway and safety funds and, to a lesser extent, public transit 
funds. Another federal funding rationale that m ight be applied to ferry service is the 
Essential A ir  Service program, which currently subsidizes air service for approximately 
100 smaller rural communities, one quarter of which are in Alaska.

at)run  a?ofc*
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In addition  to annual appropriations, state mechanisms used to fund ferry operations 
elsewhere include gasoline excise taxes and h ighway taxes. Funding for particular 
functions, such as marketing for private ferry service that serves public and visitor 
needs, has also been provided by some states.

Regional and Local Funds
, f J  . » , - T

Local funding mechanisms used elsewhere to subsidize ferry service have included sales 
taxes, bridge and tunnel tolls, airport revenues,10 and real estate taxes. Bed/head taxes 
on visitors is another potential source of local funding.

Summary of Options

Management and Governance

K e y  Question: W hat management structures and skills w ill  be most successful at 
operating in a w ay that meets consumer needs, m inim izes costs, maxim izes earned 
income and acts as a vehicle for other funding as appropriate?

Structures Line agency, public corporation/authority, public/private 
partnership

Skills Vesse l operations, sales and marketing, customer service, 
political skills, financial m anagement, yield m anagement, 
partnering

Operations and Service

K ey Question: W hat combination of routes, vessels and other services w ill meet regional 
and statewide needs most efficiently?

i
Long-distance, shuttle, hub & spoke, road links 

Size, speed, capacity, operating cost

and incidence of service

Freight, tourism, reservations, retail sales,

14 Tunnel tolls and airport revenues are generally part of a mix of revenue typically available to larger metropolitan 
authorities.
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•  •
Finances

K ey Question: W hat combination of earned and unearned income w ill sustain the 
A laska M arine H igh w ay System  in a manner commensurate w ith  the services it 
provides to its local, statewide and visitor constituencies?

Earned Income Local fares 

Visitor fares and tours 

Concessions and licensing 

Freight tariffs

Asset management (real estate, investments, vessels)

Federal Funding Highway and transit funds 

Essential service funds 

Other federal programs

State Funding Taxes for local / regional infrastructure 

Visitor industry support 

Other state programs

Regional/Local
Funding

Bed tax / Head tax / Sales tax 

Other local programs

A Preferred Ferry Management Model

A t  this prelim inary stage, it is not dear that any particular management structure is an 
obvious choice for the A laska Marine H ighw ay. The attributes, advantages and 
disadvantages o f various structures are discussed in the attachment "Evaluation of 
Potential Management M odels."

A  sustainable m odel m ust combine responsiveness to com m unity needs w ith  
responsiveness to market demands. In m any cases, these m ay be at odds. For this 
reason, a desirable model must also offer access to public funding mechanisTis. Four 
basic choices exist:

■ A  line agency o f government (current system)

■ A  sta tew ide pub lic  corporation (for example, Alaska Housing Finance 
Corporation)

a A  reg ional q u as i-p u b lic  corporation (such as the Inter-Island Ferry 
Authority)

■ A  pub lic/private partnership (wherein some management functions are 
performed b y  public employees and some contracted to the private sector. 
No te  that this arrangement may be a subset of either a statewide or regional 
public corporation. The barriers to incorporating private contracts into line 
agency management are more significant.)

A  pure ly  priva te  operating m odel is unlikely to be satisfactory unless service 
expectations b y  users are substantially adjusted. M a n y  routes do not have enough 
ridership potential in the foreseeable future to be profitable at current service levels or in 
all seasons. Vehicle and freight van service, in particular, are difficult to provide to 
smaller communities on the basis of positive marginal revenues.
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E v a l u a t i o n  o f  P o t e n t i a l  M a n a g e m e n t  M o d e l s

The  ab ility  o f a management structure to m ove A M H S  towards sustainability can be 
evaluated  in terms of the scope of management authority, operational efficiency, 
external controls on management, and access to capital.

1. Does it have the authority to make the necessary decisions?

2. Does it have the incentive to operate efficiently?

3. Is it responsive to local and statewide needs?

4. Does it have access to necessary funding?

Structures that offer the greatest latitude to management to determine the services 
provided  and the prices charged, and control costs w ill have the best hope of reaching 
sustainability. W ith  respect to services provided, what ability w ill management have to 
determ ine capacity, vessel configurations, routes, and service schedules? In the near- 
term, flex ib ility  in  regard to service is lim ited b y  the fleet configuration. Access to 
capital, as w e ll as market economics, w ill constrain the long-run.

Possible management structures for A M H S  range horn pure public sector to pure 
priva te  sector, to some mix in between. Decentralization of management is another 
dim ension to be considered. Decentralized operations could involve a m ix of public and 
private structures. Statutory guidance and standards for the process of decentralization 
w ou ld  be needed.

Decentralizing ferry management can be a force for sustainability. For one thing, the 
lim ited geographic scope of management limits the opportunity for cross-subsidization 
of routes. It also limits access to general tax and financial resources of the State or other 
communities that m ight be used for subsidies. It helps ensure that services are tailored 
to market demand.

Key Management Measures

Operating Authority

A n  Alaska Marine Highway System Marketing and Pricing Study documents the failure of 
A M H S  to raise fares, even to keep up w ith  inflation, for a period of ten years from 1991 
to 2000.“ This is a strong signal that management's current scope is unduly confined by 
political and bureaucratic pressures.

Labor is currently the largest cost of A M H S  operations. In fiscal year 2001, it represented 
65 percent o f A M H S  operating budget. Services provided and the fleet make-up build in 
a low er threshold for labor costs. But, beyond the effects of service decisions, to what 
extent can management control manning and staffing, work hours and rules, or 
compensation? A  study of the British Columbia ferry system” identified the following as 
collective bargaining issues that significantly affect efficient operations:

■ Inflexibility in work rules, hours, and contracting out

11 Alaska Marine Highway System Marketing and Pricing Study, Volume 1, M cDowell G ro u p ,, September 2000, page 34. 
IJ Review ofBC Perry Corporation and Alternative Uses for the Fast Ferries, page 14.
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