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LETTER OF TRANSMITTAL

THE STATE Department of Transportation and

of AL ASKA Public Facilities

OFFICE OF THE COMMISSIONER
Marc Luiken, Commissioner

GOVERNOR BILL WALKER

3132 Channel Drive

P.O. Box 112500

Juneau, Alaska 99811-2500
Main: 907.465.3900
dot.state.ak.us

January 5, 2017

Dear Alaska State Legislator:

Enclosed is the Alaska Marine Highway System (AMHS) Annual Financial Report for Fiscal
Year 2016 (ended June 30, 2016) as required by AS 19.65.070.

During FY2016, AMHS recorded $47.2 million in operating revenues which was down $6.7
million from the previous year. A portion of this decrease in revenue was expected due to
service reductions as a result of the AMHS budget being cut in FY2016. Additionally, late
deliveries of the M/V Columbia and vessel breakdowns also contributed to lower revenue. The
planned and unplanned reductions in service, along with implemented cost savings measures and
reduced fuel costs, resulted in a total operating expenditure of $145.2 million, $15.6 million less
than FY2015.

AMHS operated with an on-time departure rate of 92 percent. Port calls increased slightly
during FY2016, up from 6,495 in FY2015 to 6,504. Service weeks provided by AMHS
decreased to 355.9, down from the previous year’s 378.3. As with the revenues, this decrease
was primarily due to the budget cuts and the late delivery of the M/V Columbia.

The Alaska Marine Highway System is meeting the challenge of providing safe, efficient,
reliable, and cost effective transportation for the traveling public despite significant budgetary
challenges. The system’s customer satisfaction rating remains strong at 95 percent.

I look forward to the opportunity to share more AMHS successes with you in the coming year.
Sincerely,

Mo 21,

Marc Luiken
Commissioner

“Keep Alaska Moving through service and infrastructure.”




MARINE TRANSPORTATION ADVISORY BOARD

Alaska Marine Highway System
Marine Transportation Advisory Board

Originally created under Administrative Order 204, a temporary interim Marine Transportation Advisory Board (MTAB) was established by
Governor Murkowski on January 15,2003. Administrative Order 233, signed by Governor Palin and dated March 28, 2007, permanently
established the MTAB which was subsequently established in Alaska Statute by House Bill 294 on June 4, 2008. This bill established the
Alaska Marine Transportation Advisory Board and set out its powers and duties in Alaska Statute AS 19.65.011 and AS 19.65.110-195, made
conforming amendments, and provided an effective date of June 5, 2008. The board was expanded by one seat (from 11 members to 12)
with the addition of a representative from the Southwest System under Senate Bill 24 effective September 1,2013. The following are the
MTAB Members as of June 30th, 2016:

CHAIRMAN MEMBERS
Robert Venables Patricia Branson
Northern Southeast (Haines, Juneau, Skagway) South Central Alaska
DOT&PF STAFF SUPPORT Shannon Adamson
Michael Neuss| Labor Unions of the employees of the AMHS
Deputy Commissioner
Gerald Hope
Shannon Whistler Central Southeast (Petersburg, Sitka, Wrangell)
Administrative Assistant
David Reggiani

Prince William Sound / Kenai Peninsula (Cordova, Valdez, Whittier,
Yakutat, Chenega Bay, Tatitlek)

Daniel Kelly

Business owner with experience interacting with AMHS - Resident of
Ketchikan Gateway Borough

Al Koch

Travel Agent / Tourism Specialist

Richard Knapp

Marine Captain / Engineer

Shirley Marquardt
Southwest Alaska / Aleutian Chain / Alaska Peninsula
(Akutan, Chignik, Cold Bay, False Pass, Homer, King Cove, Kodiak,

Port Lions, Sand Point, Seldovia, Unalaska / Dutch Harbor)

Cathie Roemmich
Member At-Large

Maxine Thompson
Southeast Alaska (Angoon, Hoonah, Kake, Pelican, Tenakee)

Greg Wakefield
Member At-Large / Not directly served by AMHS




PORTS OF CALL

Alaska Marine Highway System

Ports of Call

SOUTHEAST ALASKA SOUTHWEST ALASKA
Angoon Akutan
Bellingham, WA Chenega Bay
Gustavus Chignik
Haines Cold Bay
Hoonah Cordova
Juneau (Auke Bay) False Pass
Kake Homer
Ketchikan King Cove
Metlakatla (Annette Bay) Kodiak
Pelican Old Harbor
Petersburg Ouzinkie
Prince Rupert, BC, Canada Port Lions
Sitka Sand Point
Skagway Seldovia
Tenakee Springs Tatitlek
Wrangell Unalaska / Dutch Harbor
Yakutat Valdez

Whittier




PROFILE OF THE FLEET

Alaska Marine Highway System
Profile of the Fleet

I )

M/V Matanuska M/V Malaspina

408 feet _ 408 feet
Built 1963 -

Built 1963
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M/V Taku

352 feet
Built 1963

.........................

M/V Tustumena M/V Lituya

296 feet 181 feet
Built 1964 sif Built 2004

M/V Columbia a
418 feet
Built 1974
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M/V LeConte M/V Aurora

235 feet 235 feet
Built 1977

Built 1974
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M/V Kennicott
382 feet

Built 1998

FVF Fairweather FVF Chenega
235 feet 235 feet
Built 2004 Built 2005




VESSEL INFORMATION TABLE

€ c c LT L 8 9T 9 <] oT oT sunjoog :Ayoede) uep

029 029 00€ 09ST 099 099 099¢ 089 000T GL9T GL9T Sunjoog :Ayoede) ajdIysA
9€ 9€ ST g8 9g 9€ 09T a4 SL 86 86 (sapo1yan 3004 0g) Auend
0cL ocL 09€ 00.T ocL ocL ooze zss 00ST 096T 096T ("y-auey) Ayoede) ajd1yap
0 0 0 oce 0 0 86¢C 09 c6 vee €ve syuag [ejoL
0 0 0 60T 0 0 ¥0T 144 (0}4 cL 90T Swooiajels [ejol
0 0 0 0 0 0 € T (4 T T vav yueq g
0 0 0 € 0 0 0 0 0 0 0 vav umeq ¥
0 0 0 8g 0 0 9g LT (4 9c 6L yyveq ¢
0 0 0 0 0 0 0 0 0 0 TC yuaq €
0 0 0 14 0 0 °14 9 9 °14 S yuaq
Swi00Ia1eIS
(014 (0174 T4 (0]17 osc gee 661 09T 0S€ (0]<37 (0]17 Sunjoog :Ayvede) sa8usssed
0se 0se 6vT 66V 00€ YA 74 009 VLT 0.€ 661 661 109 :Ayoede) Ja3usssed
0T ot S e]e} 144 144 €9 8¢ 44 69 8v 109 :A)oeded maiy
009 009 e]e} 441> 06T 88T L6g TST €6T olc vee (ydg) asn 1an4
ozee oce STT 8'9T ST SYT LT €ET 9T 9T 9T (sp) paads sa1n188
0TE'6T 0TE'6T 000'C 00Z‘€T 00€'Yy 00€'Y 008‘0T 00T's 0008 0008 00c¢'L paads a21A19S ® dy
128 0.8 929 yse'L €St 929G €89°C 868 v6v'T €5C'T GET'T
€eeT 08cT L6 8.6'6 08C'T 8¢E'T ov6'e vLT'C geo'e 8¢6'C 620'c
920'T L20'T lee 06.L'€ 186 186 cee'y TSH'T 96t'c 199'c ves'e
ocr'e vev'e 8G. GE9'CT ver'e ver'e 600°€T 62S'v cog'L TCT'6 vTC'6
98 98 cT 9T 8-€T 8-€T 8/T 9-LT S/TV VT LT 0T-9T 8/G TT-9T (ur-y) Yyeuq papeo
18L 18L Lv9 €0S°L ceT'e ceT'e ¥89'L 190'€ 6TEY ¥66'S 699'G (1/7) Juswaoe|dsiq
09 09 0S 6S LS LS 69 69 172 vL 17 () weag
Gee feford TST z8e gee gee 8TV 96¢C gse £:10) 4 80t (3) wsua
S00T ¥00¢ 00T 866T LL6T v.6T v.6T 96T €96T €96T €96T HIng Jea)
mmmcoe_o layjeamiieq a>:t-. J3031uudyl eloiny 9juoHa eiqunjod euswnjsnj nyjejl &:_Qm&_ms_ eysnueje\l

3|qe] uonewIoju| [3ssap
walshs AemybiH auniepy exysely




FY 2016 OPERATING PLAN
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OPERATING REVENUES

Alaska Marine Highway System Fund

UNRESTRICTED OPERATING REVENUES

For the fiscal year ended June 30,2016

$47.2 MILLION

- Ticket Sales 81.9%
- Stateroom Sales 7.6%
D Passenger Services Sales 10.5%
- Other Unrestricted Revenue 0.0%




OPERATING EXPENDITURES

O N O .

Alaska Marine Highway System Fund

OPERATING EXPENDITURES

For the fiscal year ended June 30,2016

$145.2 MILLION

Marine Vessel Operations
Marine Fuel
Shore Operations

Reservations and Marketing

73.5%

11.5%

5.6%

1.1%

Operations Management

Overhaul

Marine Engineering

HE[CN

Support Services

2.8%

1.3%

2.1%

2.3%
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

Alaska Marine Highway System Fund
Statement of Revenues, Expenditures and Changes in Fund Balance
For the Fiscal Year Ended June 30,2016 (In Thousands)

Revenues: Capitalization AMHS Total
Unrestricted Revenues:
Ticket Sales $ - % 38,600 $ 38,600
Stateroom Sales 3,601 3,601
Passenger Services Sales 4,940 4,940
Facility Rental 2 2
Concession Fees 7 7
Other Unrestricted Revenue - 7 7
Total Unrestricted Revenues - 47157 47157
Restricted Revenues - 23 23
Indirect Cost Recovery - 580 580
Total Revenues - 47,760 47,760
Expenditures:
Current Operating:
Support Services - 3,281 3,281
Marine Engineering - 3,073 3,073
Overhaul - 1,847 1,847
Operations Management - 4,001 4,001
Reservations & Marketing - 1,534 1,534
Shore Operations - 8,151 8,151
Marine Fuel 16,648 16,648
Marine Vessel Operations 106,629 106,629
AMHS RSA 23 23
Total Expenditures 145,187 145,187
Excess (Deficiency) of Revenues and Other Financing Sources
Financing Uses from Operating - (97,427) (97,427)
Fund Balance, Beginning of Year 2,644 20,908 23,552
Reserves and Year End Adjustments (14) - (14)
Fund Transfer - General Fund - 94,958 94,958
Additional Fuel Trigger Appropriation - - -
Fund Balance, End of Year; Undesignated $ 2630 $ 18,439 $ 21,069

The notes to the financial statement are an integral part of this statement.
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STATEMENT OF ACTUAL AND ESTIMATED REVENUES

Alaska Marine Highway System Fund
Statement of Actual and Estimated Revenues
Budgetary Basis (In Thousands)

Fiscal Year Fiscal Year Fiscal Year
Ended Ending Ending
June 30,2016 June 30,2017 June 30,2018
Actual Total Estimated
Estimated Actual Over{Under) Estimated Revenues Estimated
Revenues Revenues Estimated Revenues 12/31/2016 Revenues
Restricted Revenues
Restricted Revenues § 977 § 0 §  (954) $ 5% $ 0 § 4%
Indirect Cost Recovery (ICAP) 598 580 (18) 1450 306 1415
Total Restricted 1575 603 972) 1,505 306 1,850
Unrestricted AMHS Fund
Ticket Sales 41,920 38,600 (3320) 43845 21,801 42363
Stateroom Sales 5,512 3,601 (1,911) 4091 2034 3952
Passenger Service Sales 5,360 4940 (420) 5,611 2790 5,422
Facility Rental 10 2 (8) 4 2 2
Concession Fees 30 7 (23) 10 3 10
Other Unrestricted Revenue 50 7 (43) 65 62 10
Total Unrestricted 52,882 47157 (5,725) 53,626 26,692 51,759
Total Revenues $ 54457 $ 47760 (6,697) $ 55131 $ 26998 $ 53,609

The notes to the financial statement are an integral part of this statement
Budgetary Presentation shows all budgeted and actual revenues including budgeted intergovernmental activitiy.

13



NOTES TO THE FINANCIAL STATEMENT

NOTE 1 -

NOTE 2 -

NOTE 3 -

NOTE 4 -

Alaska Marine Highway System Fund
Notes to the Financial Statement
For the Fiscal Year Ended June 30,2016

Alaska Marine Highway System Fund

The Alaska Marine Highway System Fund was established July 1, 1990. All
gross revenues generated from the operation of the Alaska Marine Highway
System are accounted for and remitted in accordance with AS 19.65.070
which mandates that the money shall be deposited in the Alaska Marine
Highway System Fund.

Marine Highway Capitalization Account

The Marine Highway Capitalization account was established within the Alaska
Marine Highway System Fund June 30, 2009. An estimated $9 million in
general funds was reappropriated to the new Capitalization Account. Access
to this new funding will be restricted and will only occur with approval by the
Legislative Budget and Audit Committee.

An unexpended and unobligated balance of funds for the off-set of higher
fuel costs, estimated at $1.25 million, were reallocated in Chapter 13, SLA 10,
Sec 11(c) to the Marine Highway Capitalization Account.

In FY2012 and FY2013, a total of $6.55 million of unexpended and
unobligated balance of funds for the off-set of higher fuel costs were
reallocated to the Marine Highway Capitalization Account.

In FY2014, $11.0 million of funds were transferred to the AMHS FY 15 Capital
Fund for vessel overhaul projects and $3.0 million in funds were transferred
to the AMHS Deferred Maintenance capital fund.

CIP Program Component

The Alaska Marine Highway System budget includes a component which
authorizes positions directly related to capital projects. Beginningin FY2001,
the salary cost of time charged directly to capital projects is not recorded in
the Alaska Marine Highway Fund. The cost of time charged to administration
or overhead is recorded in the Alaska Marine Highway Fund.

Interest Earned on the Fund

In FY13, the Alaska Marine Highway Fund began receiving interest earned on
its fund. This interest was recorded as unrestricted revenue and was reflected
on the Combining Statement of Revenues, Expenditures and Changes in Fund
Balance Statement in FY13-FY15. As of FY16, the Alaska Marine Highway
Fundis no longer receiving this interest earned.

Operating Overhaul

Overhaul expenditures that are included in the Operating Budget are limited
to small maintenance items that arise while the vessels are operating and do
not include capital overhaul expenditures. Large vessel overhaul and
deferred maintenance items are included in the Capital Budget. In FY2016,
the Vessel Overhaul and Deferred Maintenance Capital Budgets totalled
$12.6 million.
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OPERATING REVENUES BY VESSEL
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OPERATING EXPENDITURES BY VESSEL

"saIn}puadxa [a5san J1y129ds ueyy Jayes Ajjenba s|assan |je 1yauaq 1eyl sainipuadxa Jo SISISU0D SIY ]y

‘suonesadQ aloys

pue ‘bunasie|y pue suoneniasay ‘uawabeuepy suoneiad( ‘bunisaulbug autie}y oy sjuauoduwiod 186png ayy a1e papnpul JoN “(YSY) Siualusaiby 831nas
"a|qesinquiay SHINY palabpnqun pue [an4 ‘|neysanq ‘suonesad( [assap autie|y :sjuauodwiod Bunerado buimoy|oy ayy apnpul |assan Aq sainyipuadx3,

Lyl'szl
Syl'L
6EEEL
78801
71y'E
8L0'L)
6L
€96
[80'6
7L0'L)
7689
gyl
668
7929
9LAd

90L'0v1
86081
900’6
69501
8991
£8901
€€l
A4
1199
1€0'S
6eL'L
[SLG1
G659
9’9
GLA

9l'swl
STL'6
YEC' L
9966
018'/1
sl
6691
G6l'l
G166
89791
9859
90,6
1161
€10,
7LA

£80'751
8101
56991
1259
02091
699'L1
€58
L9€')
€656
0L11T
yLLL
08¢ 0¢
8608
7018
ELA

0vS'LS1
1656
50991
8L601
088'S!
06€'LL
er8'L 1
18¢'1
L08'6
IWE'L)
6£56
2601
€158
08€'S
CLA

vEQ'6EL vO¥'TTL ThSwel LSL9T)
6LE0L  0PT0L  1€CTL 606
6v6'SL  GLEYL 89Tl ¥91'S)
89001 wLL'6 799 7196
€689 8Syel  €89EL  SpLEl
W9l 19Tl 09TL  09LYL
191 89Syl S90WL  ¥99Yl
Sl vl el 0L
8%8Y  0L0L Tl69 bl
08l [S50L 160Gl €981l
v8L  9SEL  6ahey 518
198'LL /856 IETLL 7688
W0l E9Y  pLr6 88
G908  0cLL  ev9L 69t
LA O0lAd 60Ad  80Ad
(Spuesnoy| uj) 910 - SO0T SieaA [easl

19553/ Aq sainypuadx3 bunesadp
walshs Aemybiy auniepy eysely

£19'Lzl
720'L1
9571
7.8
56
71871
6806
800}
o8v'S
00€91
VLl
GEL9)
09€9
7929
LOAS

10707, 82068
€CL0L w06l

LLSLL 076
8LE9 6979
9v'e  L0LY
957’1l 20CL)
6106 oLl
196 6¢9
6018 698G
7796l 66
89S GE99
S0TLL 9gEL
8LLL  YIE
PEY'9 €65

S0AS

101

x15|95SON ||V
EIERTEST

eYSNUEIe|
euldsele|

efnn
8)U0)3T
102IUUSY
Jayjeamie

|ossap

17






Alaska Marine Highway System Fund

FY2016 ANNUAL FINANCIAL REPORT

State of Alaska, Department of Transportation and Public Facilities
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