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Phase 1 Overview

Project Purpose and Scope

Ferry service is critical to the economic fabric

of Prince William Sound communities. In light

of declining state support for the Alaska

Marine Highway System (AMHS) and
increasing service disruptions, Prince William

Sound Economic Development District
(PWSEDD)engaged McKinley Research Group
(MRG) to study potential alternatives.

Photo credit: AMHS

The purpose of this project is to assess the viability of a regional ferry authority or similar
mechanism to provide reliable and sustainable ferry service in the Prince William Sound (PWS)
region that meets community needs.

The two -phase scope of work for this study includes the following tasks:
Phase 1

Analysis of historical AMHS traffic and revenue data for PWS

Preliminary analysis of PWSferry service and ferry authority operating cost s
Preliminary analysis of potential non -operating revenue s

Public outreach including public meetings and targeted stakeholder interviews
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Phase 2

Refinement of ferry service and ferry authority operating cost analysis
Detailed o perating and non -operating revenue analysis

Pro forma annual cashflow and risk analysis

Vessel construction/acquisition costs

= =4 =4 4 =

Continued public engagement to share findings and gather feedback

Phase 2 will be conducted in association with Coastwise Corporation, an Alaska -based marine
engineering and naval architectural firm .

This document summarizes findings of Phase 1.

MCKINLEY RESEARCH GROUHmR



Study Area

Five communities are within the Prince William Sound ferry service area, shown on the map
below, including the road -connected communities of Whittier and Valdez. Cordovaisthe largest
market for ferry service, with a 2022 population of 2,5 66. The villages of Chenega Bay
(population 59) and Tatitlek (population 81) are also roadless and depend on ferry services. The
g~{{ | so®b2R22 population was about 6,700 , with growth of just under 2% since 2010 .

Table 1. Prince William Sound Community Population s and Trend s, 2022

Year ChenegaBay  Cordova Tatitlek Valdez Whittier Total
2022 59 2,566 81 3,950 253 6,709
Change since 201( -22% +1%% -8.0% -0.1% +13% +1.7%

Source: Alaska Department of Labor & Workforce Development , calculations by McKinley Research Group .
Note: An additional 105 residents live outside the communities listed in the table and are excluded from the total .

Table 2. Route Distances Between PWS Communities

Port Pair Nautical Miles  Statute Miles
Cordova-Whittier 97 112
Valdez Whittier 78 90
Cordova-Valdez 74 85
Chenega Bay-Whittier 67 77
Tatitlek-Valdez 22 25
Tatitlek-Cordova 50 58

Source: Alaska Marine Highway System.
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Ferry Authority Overview
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to create by ordinance a port authority as a political subdivision of the municipality. The

governing bodies of two or more municipalities may create  an authority by parallel ordinances .

The voters of each participating municipality must approve the ordinance.

The purpose of creating a ferry authority would be to ensure a basic, sustainable level of ferry
service in PWS (should AMHS no longe r have the capacity to provide that service) and to do so
at the lowest-cost possible. Recognizing that a regional ferry authority would not be self-
supporting, the financial feasibility of an authority would depend on finding a sustainable
balance between operating costs, operating revenues, and non -operating revenues.

An optimal system would be designed to generate the highest level of service (and maximum
revenue) at the lowest possible cost. While there are advantages to optimizing revenue
generation r elative to costs, is not the intent nor expectation that a shift to a ferry authority would
result in revenue generation that fully covers costs.

There are several possible governance structures for a locally controlled ferry service in  PWS,
including an agency within local government (municipally owned/operated system) , an agency
within Tribal government , a nonprofit corporation , a public -private partnership , or a port (ferry)
authority . With respect to operating a ferry service in Alaska, k ey criteria for a suitable
governance structure include:

9 Ability to access public funds : Because an independent ferry service in PWS s not
expected to generate operating revenues sufficient to cover operating costs , let alone
generate reserves for capital pr ojects, access to federal and state aid is critical.

T Mk«8~] «s k] k«« ®~ z ~ g ZThe gomfnynity |(cs @mrkurities )|miisk i «
retain some control to ensure service meets local needs for reliable, safe, affordable,
and i kKO "®k {"2s|k ®2"| «§~2®"®s~| N ~|]i @®r"*® O®r
provide a public benefit.

A review of the various options for governance structures suggests a ferry authority would
be the most feasible alternative to AMHS service that meets the criteria noted above.!

1 Lynn Canal Ferry Service: Exploring a Locally Controlled System, prepared for Municipality of Skagway by McDowell
Group, October 2019 .
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1 If authorized in the enabling ordinance, an authority may borrow money and may issue
bonds.

1 An authority may exercise the power of eminent domain within its physical boundaries.
1 An authority may not levy an income or other tax.

1 An authority is governed by a board of dire ctors, with the enabling ordinance specifying
the number, qualifications, manner of appointment or election, and terms of members
of the board.

1 The board appoints a chief executive officer of the authority who serves at the pleasure
of the board.

1 An authority is subject to state open meetings and public records laws.
1 An authority is tax exempt.

1 The state and municipalities are not liable for the debts of the authority. Bonds issued
by the municipality are payable solely from revenue s of the authority and do not
constitute an obligation of the state or a municipality.

1 The authority is required to submit to its governing body a development plan for the
service the authority would operate. Each participating municipality must approve the
development plan. The authority may not undertake construction or acquisition of a
project unless the project is included in an approved development plan.

9 Collective bargaining agreements for employees of the state or its political subdivisions
who transfer to an authority rema in in effect for the term of the agreement or for a period
of one year, whichever is longer, and are binding on the authority unless the parties
agree otherwise.

1 Legislative approval is required for conveyance or transfer to an authority any asset of
AMHS or other state asset.

1 The enabling ordinance must provide procedures for dissolution. If an authority ceases
to exist, its assets are distributed to participating municipalities proportionate to their
contributions less any outstanding debt or obligation  to the authority, after satisfying
any obligations to bondholders.

An example of a functioning ferry authority in Alaska is the Inter-Island Ferry Authority (IFA),
formed in 1997 and based on Prince of Wales Island, with five member -communities. The IFA
receives state and federal funding and serves as a helpful model in multiple respects for a
potential PWSferry authority.



Advantages of a Ferry Authority
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A ferry authority may offer m anagement and operational autonomy.
Responsibility is shared across municipalities.

Board structure ensures r esponsiveness to community needs.
Municipalities are shielded from liability.

Authorities are eligible for state and federal funding and are tax exempt.

The IFA provide s a model and lessons for a PWSauthority .

Challenges of a Ferry Authority

1 Establishment of a new system on this scale would require enormous up-front
investment of time, money, and effort .

1 Only municipalities may join a Port Authority (absent statutory changes). This excludes
potential partners such as Tribal entities, which could potentially access federal Tribal
transportation funds and offer other benefits and expertise .

9 Establishing and maintaining alignment and cooperation between participating
municipalities requires time and political effort .

1 If employees from AMHS formally transfer to a PWS authority, m aintaining existing
contracts for a term of one year or longer could initially limit flexibility .

1 Future levels and consistency of state aid are uncertain (this uncertainty also impacts
AMHS, but may be greater for a new system).

Next Steps

Phase 2 of this feasibility study will provide a clearer picture of the fin ancial aspects of forming
and operating a ferry authority. This will include refinement of potential PWS ferry system
operating scenarios, costs, and revenues (for purposes of a pro forma cash flow and risk
analysis); more detailed analysis of federal funding opportunities to support ferry service
operations in PWS; and analysis of the cost to construct or purchase a new vesselto serve PWS.
Phase 2 will also consider what role the State of Alaska could play in supporting a ferry authority
in PWS, through transfer of assets or contracting for services . Finally, the path to creating a
regional port authority will be described.



To provide ferry service that best meets current demand , a PWS ferry system would need to have
the ability to:

1 Meet peak (summer) monthly vehicle traffic of approximately 500 vehicles each way
between Cordova and Whittier, and a potentially higher level of seasonal traffic between
Valdez and Whittier to take full advantage of the revenue -generating potential of the
visitor market.

1 Scale back winter service to cost-effectively serve off-season demand, which would be
less than half of peak-month demand .

1 Have scheduling flexibility sufficient to provide regular service to Chenega Bay and
Tatitlek that adequately meets the needs of those communities.

Challenges

In Phase 2 of this project, the study team will develop specific service models and estimate the
operating costs and revenues associated with those models . That analysis will consider (but may
not be limited to):

1 Single dayboat service only, to avoid the comparatively high cost of 24 -hour crewing

1 A two-boat fleet, to provide high levels of service during peak travel periods and back -
up capacity when one vessel is out of service for routine maintenance, overhaul, or
breakdown

PWS presents significant challenges for conventional -hull dayboat service. Round -trip service
between Cordova and Whittier (97 nautical miles each way) at an average speed of 15 knots
requires about 13 hours of sailing time . At 16.5 knots, round-trip sailing time totals 12 hours.
Time to load and unload in each port adds to the service day.

The principal advantage of dayboat service is lower crewing costs. However, the relatively long
route distances between the communities of Cordova, Valdez and Whittier mean that dayboat
crews would need to overnight away from their homeport. Housing and per diem costs  would
reduce the cost advantage of dayboat service relative to 24 -hour service such as that provided
by the Aurora.

The second phase of this study will include consideration of potential terminal relocation
opportunities that would meaningfully reduce route distances, such as a Shepard Point terminal.



Service Models

SINGLE-VESSEL MODEL

Though a single -dayboat ferry system would be unable to prov ide levels of service needed to
support regional traffic demand seen in the past, it could provide a basic level of service at the
lowest possible cost. It would also likely have the lowest gap between operating revenues and
expenses.

IFA operating costs, described in the chapter below, provide a benchmark from which to
k«®s { "® ®rk g~«® ~p ~8kar"®s|q ™~ «s|gzk inr-f~"® s|
ferry authority would face higher operating costs due to longer routes and higher crew costs

including shoreside housing costs. In 2021, AMHS service in PWS generated $2.3 million in total

operating revenue.

Operating costs for the AMHS vessel Aurora, at over $8 million annually, provide a benchmark
for operating a 24 -hour vessel in PWS. Whether a PWS ferry authority could operate the Aurora
or another 24 -hour vessel at lower cost is unclear and would depend largely on labor costs.
Vessel costs do not include f erry authority terminal and administrative costs.

As is currently the case, with a single -vessel service model, back -up service could be contracted
with private providers, and would likely be limited to passenger -only service.

TWO-DAYBOAT FLEET MODEL

A two -dayboat fleet would be ideal in terms of service capacity, flexibility to increase  and reduce

service as demand warrants, and for providing planned and unplanned service back -up.

However, operating costs of atwo day -f ~* ® « - « ®k { U~ zZi fk «sqg|spsg”|
budget of $4.6 million includes $2.4 million in vessel operations exp enditures and another

$776,000 in vessel engineering and maintenance costs. IFA has a two -vessel fleet, though only

one vessel is operating at any given time. Adding the cost of seasonal operations of a second

vessel would likely push 7 4 "ahnwal budget to over $6 million. A PWS ferry authority would

have added costs associated with longer route distances (requiring more fuel) and housing costs

for crew away from home.



Operating Costs

The IFA provides a model for under standing the cost s of operating a ferry authority, particularly
administrative and other shoreside costs . It is important to understand that vessel operations
account for only about r ~ z p  ~apnual Budgét.«
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of $852,000 in personnel costs. Contracted services, totaling $27,000, are budgeted separately

and include accounting, legal, and IT services. Marketing expenses are also budgeted
separately and total $25,000.

Engineering and maintenance activities , budgeted at $776,000, include vessel and terminal
maintenance and repair as well as $121,000 in vessel marine insurance. IFA owns two vessels,
though only one is operating at any given time.

IFA terminal operations are budgeted at about $375,000 annually. Labor costs account for 75%
of the terminal operations budget, for staff at the Hollis and Ketchikan terminals. The IFA  terminal
operations budget also includes expenses associated with reservation systems, utilities, and
supplies.

Table 3. IFA Annual Operating Budget Details, FY2023

Cost Category 2023

Vessel Operational Expense $2,420,126
Administrative Activities $945,331
Engineering & Maintenance Activities $775,587
Terminal Activities $373,842
Marketing Activities $25,059
Contracted Services Activities $27,235
Total Expenses $4,567,180

Source: Inter-Island Ferry Authority.

A PWS ferry authority could anticipate somewhat higher administration -related costs than those
incurred by IFA. A PWS authority would oversee a more complex ferry system with more routes
and route -miles, and broader marketing, IT, and other mana gement responsibilities.

Terminal operation costs for a PWS ferry authority would depend mainly on service frequency
and scheduling. It is likely that three terminals (in Whittier, Valdez, and Cordova) would require



shore-based staffing. Ticketing in Chen ega Bay and Tatitlek could likely be handled by on -board
staff.

Vessel operating costs are the most difficult costs to predict absent detailed vessel suitability
and route planning work. Nevertheless, IFA and AMHS vessel operating co st data provide high -
level guidance .

The IFA vessels Prince of Wales and Stikine are a class ofboat potentially suitable for PWS
«ka sgkl  Wdssel eperafiorisAblidget of $2.4 million indicates average costs of
approximately $47,000 per week.

PWS has been and continues to be served primarily by the Aurora. Crewed for 24 -hour
operations, the Aurora has weekly operating costs of approximately $200,000, resulting in
annual costs of about $8 million for a 40 -week service year.

Other AMHS vessels potentially capable of providing PWS ferry service include the new Alaska
class ferries (ACFs) Tazlina and Hubbard. Although these vessels were designed and
constructed as dayboats, AMHS is currently adding crew quarters. With little operating history,
limited operating cost data is available for these vessels. In FY2020, the Tazlina operated for 33
weeks at a weekly cost of approximately $180,000.

The smallest vessel in the AMHS fleet, the Lituya (which now provides service five days per week
between Annette Is land and Ketchikan), has weekly operating costs of approximately $22,000,
with total annual costs of about $1.1 million.

Table 4. Select Vessel Characteristics

Service Vehicle
Speed Passenger Capacity (20 ft
Vessel Length (knots) Crew Fuel (g/h) Capacity veh)
AMHS
Aurora 235 14.5 24 190 300 33
Lituya 181 11.5 5 55 149 15
Tazlina/Hubbard 280 16.5 10-14 250 297 53
Fast Vehicle Ferry 235 32 10 600 250 31
IFA
Prince of Wales 198 15 5 130 160 30
Stikine 198 15 5 130 190 30

Source: Alaska Marine Highway System, IFA, and Lynn Canal Ferry Service Vessel Comparison Report for Dayboats on
Lynn Canal Routes, prepared by EBDG for Municipality of Skagway, August 20 20.
Note: Fast Vehicle Ferries are no longer in AMHS service.

MCKINLEY RESEARCH GROU



Though no longer part of the AMHS fleet, fast vehicle ferry (FVF) characteristics are included in
the preceding table. FVF service generated the highest revenue years in PWS.

VESSEL CLASS

Vessel size and classification are an important aspect of crewing and crew costs. The IFA vessels
are federally regulated under 46 CFR Subchapter K, Small Passenger Vessels under 100 gross
registered tons carrying more than 150 passengers. The Aurora and Alaska class vessels are
regulated under 46 CFR Subchapter H, Large Passenger Vessels. Subchapter H requires more
crew and crew with higher levels of training than Subchapter K vessels. Subchapter H also has
more rigorous safety, electrical, and mechanical systems requirements, with higher operating
and maintenance costs.

To the extent th at PWS ferry service could be safely and adequately provided by Subchapter K
vessels, operating costs would be lower (as would construction costs , if new vessel construction
is warranted). The Lituya is regulated under 46 CFR Subchapter T, Small Passenger Vessels
under 100 gross tons , carrying fewer than 150 passengers.

PWS Ferry Traffic and Revenue

Historical AMHS traffic data provides a measure of pote ntial demand for ferry service in PWS
and ®r k 2 kpptentidl tb generate revenue to support aferry authority and its services.

1 PWS ferry traffic peaked in 2011 at approximat ely 50,000 passenger embarkations and
20,000 vehicle embarkations . Since then, as ferry service and reliability has declined,
traffic has dropped to about half the peak level . In 2021, total traffic included 23,000
passenger embarkations and 12,000 vehicle embarkations.

Figure 1. Total PWS Embarking Passenger s and Vehicles, 2011 -2021

50,000

40,000

30,000

20,000

10,000 I
0 []

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
B Total Embarking Passengers = Total Embarking Vehicles

Source: Alaska Marine Highway System, compiled by McKinley Research Group.



Seasonality is an important aspect of system planning in PWS. July and August are peak travel
months and together can account for one -third of annual Cordova embarkations and more than
half of Valdez embarkations. Monthly traffic for 2018 is illustrated in the following gra ph (2018 is
the latest year for which year -round service was provided). Detailed traffic data by port and year
are provided as an appendix to this report.

Figure 2. Monthly PWS Embarking Passengers and Vehicles, 20 18

6,000

5,000

4,000

3000

2,000 I

1,000

w01 ..
£ 5 & o d ¢ Y ¢ ¢ P ¢ P
o o
T Ny WY R L & 5

W Passengers @ Vehices
Source: Alaska Marine Highway System, compiled by McKinley Research Group.

AMHS Port Codes
Chenega Bay (CHB)

The PWSferry service market has generated as much as $5.3 million in Cordova (CDV)
annual revenues. That peak amount was earned in 2014, when FVF service Tatitlek (TAT)
coupled with conventional ferry service (Aurora) provided relatively  Valdez (VDZ)
frequent and convenient service. Whittier (WTR)

Annual revenue from PWS routes totaled $2.5 million in 2019 and $2.3 million in 2021.

Table 5. AMHS Revenue by Port Pair, Select Years 2011 - 2021

Port Pair 2011 2014 2015 2017 2019 2021
WTR-CDV $1,177,785 $1,316,702 $1,156,735 $958,868 $675,079 $686,465
CDV-WTR $1,179,458 $1,321,725 $1,152,031 $931,498 $699,393 $650,720
VDZ-WTR $1,362,189 $1,377,461 $1,034,817 $621,862 $443,764 $510,342
WTR-VDZ $905,928 $961,622 $683,026 $532,736 $514,196 $335,951
CDV-VDZ $220,644 $140,818 $158,583 $100,650 $50,451 $30,200
VDZ-CDV $232,978 $142,626 $138,575 $102,149 $57,114 $37,868
All Other $77,280 $69,016 $64,608 $44,790 $51,547 $24,893
PWS Total $5,156,262 $5,329,970 $4,388,375 $3,292,553 $2,491,544 $2,276,439

Source: Alaska Marine Highway System, compiled by McKinley Research Group.
Note: Figures are not adjusted for inflation.

MCKINLEY RESEARCH GROUHKN



Capital Cost s

The feasibility of a ferry authority is of course dependent on acquiring a ferry or ferries. It has not
yet been determined how a PWS ferry authority might secure one or more vessels. Potential
options might include AMHS leasing or otherwise making available one or more of its vessels
(Aurora-class or ACF vesse), construction of one or more pur pose-built vessels, or a vessel
sharing arrangement with IFA (if those vessels are found suitable for PWS service).

Government support would be required for new construction. Revenues would be insufficient
to repay revenue bonds or otherwise support debt financing. New vessel construction would
likely involve long lead times to secure funding, perform vessel design, and build the ship.

Lease or purchase of the 45-year-old Aurora or 48-year-old LeConte could bring increasing
maintenance and repair costs , and eventual ly substantial costs to replace those vessels.

Phase 2 of this study will consider capital costs associated with vessel acquisition, including cost
estimates for constructing a purpose -built vessel. Phase 2 will also include a high-level analysis
of opportunities and challenges associated with hybrid fuel (low -emission) ferry service in PWS.

Non -Revenue Fund Sources

Potential outside sources of aid include federal funds; state funds; and local, Tribal or private
funds. This section focuses primarily on federal fund sources. A variety of federal fund sources
is available to support capital and operating expenses of publicly owned and operated ferry
systems. While state aid may be available, federal transportation aid tends to be mo re
predictable, with multi -year program authorizations for ferry systems or rural transportation
programs . Local, Tribal, and private funds may be most speculative at this point, and would
require significant relationship building and meaningful collaborat ion to develop and sustain
these sources of support. In some cases, statutory changes might be warranted.

The following table summarizes federal fund sources described in this section. Funds are subject
to federal appropriations and congressional and regulatory guidelines. Most programs listed
were reauthorized in the 2022 Bipartisan Infrastructure Law through federal fiscal year 2026.
Tribal Transit Grants are listed for reference only; as written, the Alaska Port Authority Act does
not provide a mechanism for Tribal government participation .



The table is not exhaustive, and i nclusion in the table does not necessarily mean a PWS ferry

authority would be eligible for the funds. Additional research is warranted to understand the

potential availability of these and other fund sources to a PWS ferry authority.

Table 6. Select Potential Federal Fund Sources for a PWS Ferry Authority

Formula Grants
for Rural Areas -
5311 (FTA)

Ferry Boat
Program
(FHWA)

Ferry Service for
Rural
Communities
(FTA)

Electric or Low-
Emitting Ferry
Pilot Program
(FTA)

Surface
Transportation
Block Grant
(FHWA)

Eligibility

State & local govt
authorities,
nonprofits,

operators of public

transportation
services in areas
with <50K people

Publicly owned and
operated (or
majority publicly
owned and
operated) ferry
facilities*
States providing
ferry service to two

or more rural areas
>50 miles apart*

Eligibility for 5311
funds

State and local
government entities

Purpose/Uses

Transportation
capital projects,
operating activities,
project
administration,
training

Ferry and terminal
construction,
operating costs
newly allowed

Ferry operating and
capital costs

Purchase of electric
or low-emitting
ferries and reduction
of emissions from
existing ferries

Flexible fund source
to meet
transportation needs

Federal Share

90.97% (capital)
56.86%
(operating)

80%, higherin
some cases

80% (capital)
50% (operating),
higherin some
cases

80%, higherin
some cases

90.97% (capital)

56.86%
(operating)

Distribution

Formula

Formula based on
passengers (35%),
vehicles (35%),
route miles (30%)

Competitive

Competitive with
special set-asides

State apportionment

by formula

Most significant
government fund
source for [FA

AMHS, IFA, &

Ketchikan Gateway

Borough receive
FBP aid

New fund source,
$200M to
$400M/year for
FY2022-2026

New fund source,
$50M to
$100M/year for
FY2022-2026

Approx. funding of

$14BJyear for
FY2022-2026

Source: McKinley Research Group from publicly available information .

*Service must be éexisting éfor two years; clarification is needed on the definition of existing service.
FTA FORMULA GRANTS FOR RURAL AREAS (5311)

Administered by the Federal Transit Administration (FTA), the Formula Grants for Rural Areas
(5311) program provides capital, planning, and operating aid to rural public transportation
i kps|] ki "« M2 kAN« §~8 z/"®s~| « -~

to states and federally recognized tribes, then to subrecipients including state and local

providers. e M~ 8 Az & s« pHs ®r

government authorities, nonprofit  organizations, and operators of public tran sportation

services. A 20% match is required for capital and planning projects and 50% match for operating

MCKINLEY RESEARCH GROUHK]
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federal share for states with high proportionsofdes s q| " ®ki 8§ fzsg z"| i «I

is 90.97% for capital grants and 56.86% for operating grants. 3

Four categories of expenditures are eligible for funding : capital projects, operating activities,
project administration , and training. IFA has re gularly received funding through this program for
administrati ve costs. Qualifying administrati ve costs include salaries of administrative staff,
marketing expenses, office supplies, and other expenditures 1 7 BEY2022 and 2023 budgets
include $1.1 millio n each year in FTA 5311 grant funding .

FERRY BOAT PROGRAM

The Ferry Boat Program (FBP)provides federal funding for construction of ferries and ferry
terminals and projects that extend the useful life of ferr ies and ferry facilities. Notably, the federal
Infrastructure Investment and Jobs Act of 2022 (11JA) added operating costs to allowable uses
of FBP funds. The IIJA may also be referred to as the Bipartisan Infrastructure Law (BIL). The
program is administered by Federal Highways Ad ministration.

The FBPrequires a 20% match. The match may be reduced to 15% for projects that reduce
emissions by replacing or retrofit ting a diesel fuel ferry vessel. Other matching flexibilities such
as donations and "soft match" may be considered.

The FBP distribution formula is based on the number of ferry passengers (35%), number of
vehicles carried (35%), and total route nautical miles (30%). In Federal Fiscal Year 2022, Alaska
received $36.4 million; 98% went to AMHS, and the remainder to Ketchi kan Gateway Borough
(for its airport ferry) and the Inter -Island Ferry Authority.

FBP funds cannot be used to establish new ferry service. ° To be eligible, ferry service must be in
operation through at least one Bureau of Transportation Statistics bien nial National Census of
Ferry Operators (NCFO) reporting cycle and have provided data for the NCFO.

FERRY SERVICE FOR RURAL COMMUNITIES

Administered by the FTA, this is a new program created by the IIJA . The program provides
funding to states for existing scheduled ferry service serving at least two rural areas more than

2Nkk 4kikanz Par| «s® "i{s]| s«®2"@&AA/ higEdwiyfrangttot. o¥/rirhl ®-formpla -2
grants-5311.

SNkk 4kikanrz Par|«s® "i{s|s«®"®s~|| &4~2{ "z~ 5ar| @« p-2

(Nov. 24, 2014), https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FTA_Circular_9040_1Gwith_index
Final_Revised_-_vm_10-15-14%281%29.pdf .

4 U.S Department of Transportation, Federal Highway Administration, F ederal -aid Programs and Special Funding: Ferry -

Boat Program [CFDA No. 20.205]. https://www.fhwa.dot.gov/specialfunding/fbp/220804.cfm

51t is unclear whether a new provider serving existing routes would qualify as an existing or new service. Clarification

has been requested.
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https://www.transit.dot.gov/rural-formula-grants-5311
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https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FTA_Circular_9040_1Gwith_index_-_Final_Revised_-_vm_10-15-14%281%29.pdf
https://www.transit.dot.gov/sites/fta.dot.gov/files/docs/FTA_Circular_9040_1Gwith_index_-_Final_Revised_-_vm_10-15-14%281%29.pdf
https://www.fhwa.dot.gov/specialfunding/fbp/220804.cfm

50 miles apart.® The bill appropriated $200 million per year for five years (2022-2026) and
authorized another $200 million per year, subject to appropriations.  Funding is allocated on a
competitive basis and can be used for operating or capital needs. There is a 20% match
requirement for capital costs and a 50% match for operating costs . Both may be reduced in
certain circumstances.

ELECTRIC OR LOWEMITTING FERRY PILOT PROGRAM

Also newly created by the IIJA and administered by the FTA , this program provides funding for
the purchase of electric or low -emitting ferries or the modification of existing ferries. The IIJA
appropriated $50 million peryear for five years (2022-2026) and authorized another $50 million
per year, subject to appropriations. There is a 20% match requirement , which may be reduced .

SURFACE TRANSPORTATION BLOCK GRANT PROGRAM

This federal aid program promote s flexibility in state and local transportation decisions and
provides flexible funding to best address state and local transportation needs. ” The program
was reauthorized for five years (2022-2026) by the 1IJA and provides an estimated $1 4 billion in
2023. Ferry boats and terminal facilities qualify for this fund source. The money can be used for
a broad array of planning and construction activities and limited operating activities . The
program is administered by Federal Highways Administration.

Funds are granted for a period of up to four years. A match of 20% is required ,but" z * «y " | «
match is reduced due to a provision in federal code raising the federal share for states with high

proportions of designated public lands. " z * «y ~ i « p ki k 2% for capitagtakts adk C %l CA
56.86% for operating grants . Funds may be used at 100% federal share for federal -aid highways

within Indian reservations, national parks, and monuments.

As a purely political matter, it is not possible to predict the availability of State of Alaska general
fund support for a PWS ferry authority. Such decisions would be subject to annual appropriations
by the Legislature (and subject to veto). Because a PWS ferry authority would reduce A MHS
responsibilities and costs, i t is reasonable to expect some level of state support, but it is difficult
to predict and is subject to year -to-year fiscal and political considerations.

It could beinthe « ®" ®Kk i «to sohtradt Witk a«f@ry authori ty to provide PWS ferry service, if
such a contract arrangement was less costly thanthe current cost to provide  AMHS service in the

8 It is unclear whether a new provider serving existing routes would qualify as an existing or new service.

7 Federal Highway Administration, Implementation Guidance for the Surface Transporta tion Block Grant Program
(STBG) as Revised by the Bipartisan Infrastructure Law. June 1, 2022 Memorandum.
https://www.fhwa.dot.gov/specialfunding/stp/bil_stbg_implementation_guidance -05_25_22.pdf


https://mckinleycm.sharepoint.com/sites/PWSFerryAuthorityFeasibilityStudy/Shared%20Documents/Draft%20report/Federal%20Highway%20Administration,%20Implementation%20Guidance%20for%20the%20Surface%20Transportation%20%20Block%20Grant%20Program%20(STBG)%20as%20Revised%20by%20the%20Bipartisan%20Infrastructure%20Law.%20June%201,%202022%20Memorandum.%20https:/www.fhwa.dot.gov/specialfunding/stp/bil_stbg_implementation_guidance-05_25_22.pdf
https://mckinleycm.sharepoint.com/sites/PWSFerryAuthorityFeasibilityStudy/Shared%20Documents/Draft%20report/Federal%20Highway%20Administration,%20Implementation%20Guidance%20for%20the%20Surface%20Transportation%20%20Block%20Grant%20Program%20(STBG)%20as%20Revised%20by%20the%20Bipartisan%20Infrastructure%20Law.%20June%201,%202022%20Memorandum.%20https:/www.fhwa.dot.gov/specialfunding/stp/bil_stbg_implementation_guidance-05_25_22.pdf
https://mckinleycm.sharepoint.com/sites/PWSFerryAuthorityFeasibilityStudy/Shared%20Documents/Draft%20report/Federal%20Highway%20Administration,%20Implementation%20Guidance%20for%20the%20Surface%20Transportation%20%20Block%20Grant%20Program%20(STBG)%20as%20Revised%20by%20the%20Bipartisan%20Infrastructure%20Law.%20June%201,%202022%20Memorandum.%20https:/www.fhwa.dot.gov/specialfunding/stp/bil_stbg_implementation_guidance-05_25_22.pdf

region . In sum, there would be risk for an authority to rely on state funding from annual legislative
appropriation. It is unclear whether this risk would be greater or less than the current risk
exposure AMHS faces.

Financial support from local governments, Tribes, and private entities for a regional ferry service
may be an option. While it is unlikely that PWS communities would be able to provide significant
aid, municipalities could offer in -kind or low -cost support such as marketing support, facilities
maintenance, sharing of dock space, or professional services support. Mutually beneficial
partnerships with corporate, nonprofit, and other private entities likewise merit exploration.

PWS TRIBES

Although the Alaska Port Authority Act does not provide for Tribes to be formal members in a
municipal port authority, Tribes are important stakeholders in any regional PWS ferry service,
and there may be avenues for partnership. Potential tribal partnership pathways range from
informal consultation to full membership in an authority.  Statutory changes to the Alaska Port
Authority Act would be required to enable Tribal governments to be members of a n authority.

In 2022, PWS Tribes (Native Village of Eyak, Native Village of Chenega, and Native Village of

Tatitlek) received a combined $455,000 in FHWA Tribal Transportation Program formula funds,

called Tribal Shares? The distribution formula is based on eligible road miles, Tribal population,

A §2k s~ « -k"M"2«i | s«®?2 s thé farsls-danbe usedfor ppgratien®r k 2 §2a ~
and maintenance of transit programs and facilities that are located on or provide access to Tribal

land or are administered by a Tribal government.

In addition to the formula program, Alaska Tribes in 2022 received  $2 million in transit program
discretionary (competitive) grant funds ranging in size from $25,000 to $1.6 million.
-s«g?k®s~|"2. g2a"r"|® p |is|]qg {~ fk T «ki p~2 ég~"r8s®"
facilities for use in public transportation; and the acquisition of public transportation services,
s|gz is|q «k? " sgk ~“g2kk{k]|] ®« pus®r 82s’  "®k 8§2~"si k?:

The following table describes two major tribal transportation fund sources , shared for illustrative
purposes only. Formula-based Tribal Shares to PWS Tribes would not increase if Tribes
expanded the scope of their services. °

8 See U.S. Dept. of Transportation, Office of Tribal Transportation 84 s | ~ | gk1 @éP2sf~z Nr~r2ak« p~2 4YAA
https://highways.dot.gov/sites/fhwa.dot.gov/files/images/Tribal%20Shares%20for%20FY22%20Full%20Year
Corrected%202011%?20Data.pdf .

9 Matthew Bird, Finance Manager, Office of Tribal Transportation, Federal Highway Administr ation, Feb. 2023 interview.


https://highways.dot.gov/sites/fhwa.dot.gov/files/images/Tribal%20Shares%20for%20FY22%20Full%20Year-Corrected%202011%20Data.pdf
https://highways.dot.gov/sites/fhwa.dot.gov/files/images/Tribal%20Shares%20for%20FY22%20Full%20Year-Corrected%202011%20Data.pdf

Table 7. Select Tribal Transportation Fund Sources

Eligibility Purpose/Uses Federal Share Distribution

Capital, operating,
planning & admin
expenses for public

Federally recognized

Tribal Transit Tribes providing 25 Alaska Tribes

Program Grants public transit proiedts that 100% Competitive received $2M total
(FTA) transportation on prol in FY2022
. meet needs of rural
Tribal lands ) .
Tribal communities
Tribal FY2022 Tribal
Transportation N Shares to 3 PWS
Program Tribal See above See above 100% Formula tibes totaled
Shares' (FHWA) $455K

Summary Analysis

IFA illustrates the financial challenges associated with running a ferry system in Alaska. Relative

to what would be required in PWS, IFA has a simple and efficient service model. IFA provides

daily round -trip service between Hollis and Ketchikan (a route distance of 31 nautical miles ). IFA
covers about 75% of i ts operating costs with fare revenues. 1° Federal and state aid provide the
balance of needed operating dollars, together accounting for $1.3 million in funding for 7 4 " i «
FY2023 total budget o f$4.6 million. 7 4 "cdrexmarket is Prince of Wales Islandi « O@résients.
Annual ridership totals approximately 39,000 passengers and 10,000 vehicles.

A PWS ferry authority would have a more complex and costly mission than IFA. The PWS ferry
service area includes more communities over greater route distances. Daybo at service that
matches or exceeds existing service would likely require a two -vessel fleet. While PWS has
proven capacity to generate $5 million in annual ferry service revenues (in 2011 dollars), it would
take time and substantially improved service tor estore ridership and revenues to previous highs.

With frequent and convenient service (potentially coupled with some increase in fares), a two-
vessel fleet operating as dayboats may gradually generate revenues seen a decade ago of $4
million to $5 million annually. With likely annual operating costs of approximately $6 million to
$7 million (including one vessel operating year -round, a second vessel operating seasonally,
and all related administrative and termi nal operations overhead costs), revenues will not cover
costs. Operating a single dayboat would have lower costs but also have lower revenue -
generating capacity and would be challenged to meet community needs. A 24-hour ferry would
have higher operating co sts and higher revenue -generating potential than a dayboat but would
operate at higher cost. In summary, a PWS ferry authority would require ongoing operating
funding from state and/or federal government sources.

10 AMHS farebox recovery peaked in the early 1990s just above 60% and in recent years has ranged from 30% and 35%.



Public involvement is a key component of this project. To date, public outreach activities have

focused on (1) informing the public about the project i « 8§ = 2 § ~ « k , af\d| (2) targeded § k

interviews ®~ s | p~2{ ®rk «® i - Ritke"tyfpds ©f senfice, Isched@es |ands | q ~p
vessez « ®r "® pu~ zi fk«® {kk® ®r k 2 kqg®©ncépgroposdd ferrg | k « « |
alternatives are developed, the public involvement focus will shift to sharing and soliciting

feedback on the proposed alternative (s).

Activities to date include:

1 Developmentofa 82 ~xkg® pkf«s®k r~«®ki ~| JIWN/--1« pkf
1 Presentations to community councils of Cordova, Valdez, and Whittier about the project ;
and two meetings us ®r JWN/ - -1 « f~®2aj ~p js2kg®~2?2«

1 Interviews with 24 business and community members representing all PWSferry-served
communities .

Interview Findings

Effort was made to identify and reach a broad cross-section of people who could speak to how
their household, business, or organization uses or does not use PWSferry service and why; how
current service supports or does not support their business and household needs ; and what
type of service, schedules, routes, and pricing would best meet their needs

Interviewees include d 10 people from Cordova, 3 from Valdez, 3 from Whittier, 3 from Che nega
Bay, 2 from Tatitlek, and 4 individuals who work in or for PWScommunities and live elsewhere.
Interviewees represented fisheries, tourism, and other commercial enterprise s; local
government and Tribal entities including school districts; AMHS; health care and nonprofit
organizations. [Participants are listed in Appendix 2.]

Interviewees described a diversity of ways they interact with the ferry system, including moving
product and materials; moving customers, clients, or staff; and recreation and personal needs .
Each of these uses and each community expressed slightly different needs. Several high-level
observations are shared below:

11 Presentation offers were made to several additional community and  Tribal councils.



Frequency and reliab ility of service : Interviewees overwhelming ly identified frequency of
service and reliability of service (i.e., sailing when scheduled) as the most important factors in
meeting their needs. Relatedly, interviewees also prioritized publication of schedules with
greater lead time . Virtually all interviewees suggested | onger scheduling lead time and
increased reliability would make the system more useful.

Sailing schedules and route s: PWS communities vary in size, access to the road system, and
economic drivers, creating a complex constellation of needs and preferences for fe rry service.
Interviewees provided valuable insight into how they use the system and shared their thoughts
on optimal routing and frequency , seasonal variations, and timing of sailings and layovers.

User costs: Most did not identify cost of ferry travel asthe limiting factor in their use of the ferry ,
particularly compared to the cost of air travel . Some said costs for vehicles constrained their use
or noted that costs limited access for low -income community members . Many suggested
reinstating the offseason free driver promotion. Some said they would be willing to pay more if
the system were more reliable and predictable.

Road -system communities : Valdez and Whittier interviewees were more likely than other s to
say they had not personally ridden the ferries recently, but they described how the ferry system
served their business, local economy, and/or the region.

Passenger -only service: Most interviewees said passenger -only service would not meet their

needs or ®r ks @ g~{{ | sMaryyksaidi they Wks& theirlvehicle to move business or
household goods (i.e., Cordova residents who stock up in Anchorage) or to bring vehicles and
heavy equipment to Anchorage for service . For passenger-only service to work, some said,
reliable and affordable ground transit options would need to be developed between Whittier

and Anchorage .

Stability: Many interviewees alluded to a need for greater consistency and predictability in year-
to-year schedules, policies, boats, and funding . For example, some business owners built their

business model around the fast ferries and had to scramble when that service was curtailed.
Several described how instability has eroded confidence in the system , leading to reduced use .

Select illustrative quotes follow:

Air freight space is really tough out of Cordova so we really depend on the ferry system.
O Wk p~"zi  «Kkifitgad mére flequenfly~ Figheries interviewee

Tour operators plan ayearinadvance. O " g~| «s«®k| ® «grki zk ~|i ql
is probably priority one. -Business owner

People need to stop thinking of the ferry like a cruise ship and think about it like a public
f «l 7@®i « ®21M kBi~RI®"®s ~r| k B§ "®+ {«{ k 2 gGonmuhi®i « ~ §
leader



The IRA Council uses the ferry to send out our runway equipment to be serviced in the
summer and that way we can rely on it a lot better throughout the winter. We also use it
to send out ve hicles for maintenance. -Tribal leader

When the ferry stopped running reliably, it was like responding to a disaster. -Business
leader

The biggest issue for us is predictability of schedule . You can plan itineraries if you know
Hr A ®i « O @hete ar& people who would liketorelyonit ,~ | i ®r k- x «® g~|i®
it. -Business owner

Sometimes the council and the corp oration will have vendors come in with buildings

suppliesi .QGhenegaCorp.f 2s| g« s| f~9 ~~| « "z{~«@yek k2. ~¢
fsqgq rkz8 p~2 qk®®s| g « 88zsk« s| ~|i-Trikal® sp pKk
employee

N{~r~zzk? g~{{ | s®sk« i~|]1T® r~"k rk~z®r g"*2k 2Kk«u«-
get to doctors i appointments and medical procedures. -Public-sector employee

Improving service would be contemplating ways to get people from Whittier to
Anchorage. That might allow [passenger-only] vessels to fill more of a need. -Community
leader

I~ k2. gr ~| gk thé fergyld®dinly foi nzedical@ “ysk] ®k | ~ | gkT Wk i ~] i ®
store here, we have to go to Anchorage to do our bulk shopping. -Village resident

The time we used it the most was when we had the fast ferries. We had reconfigured our
business and were marketing that three -hour trip over from Whittier. 8 Tourism owner



App endix 1: PWS Historical AMHS
Traffic

Table 10. PWS Embarking Passengers by Port, 2011-2021

Year  Chenega Bay Cordova Tatitlek Valdez Whittier Total
201 178 13,735 118 14,195 21,314 49,540
2012 173 12,048 128 11,485 20,126 43,960
2013 203 11,995 95 12,800 18,039 43,132
2014 113 12,034 58 12,788 20,606 45,599
2015 145 10,430 70 9,801 16,847 37,293
2016 90 7,229 87 7,676 14,552 29,634
2017 121 8,771 112 7,844 15,947 32,795
2018 164 8,681 116 7,626 15,369 31,956
2019 185 6,086 109 6,605 12,587 25,572
2020 27 1,205 0 1,690 3,929 6,851
2021 57 5,054 55 5,547 11,923 22,636

Source: Alaska Marine Highway System, compiled by McKinley Research Group.

Table 11. PWS Embarking Vehicles by Port, 2011-2021

Year Chenega Bay Cordova Tatitlek Valdez Whittier Total
2011 71 5,943 18 4,809 8,938 19,779
2012 89 5,453 22 3,765 8,818 18,147
2013 99 5,097 21 4178 7,769 17,164
2014 61 5,034 21 4,201 8,556 17,873
2015 63 4,374 I 3,174 7,080 14,702
2016 51 3,715 23 2,581 6,962 13,332
2017 55 4,51 19 2,586 8,258 15,429
2018 72 4177 29 2,632 7,547 14,457
2019 83 3,164 18 2,265 6,319 11,849
2020 23 865 0 646 2,986 4,520
2021 30 2,885 24 1,967

Source: Alaska Marine Highway System, compiled by McKinley Research Group.
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