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Special Ketchikan City Council meeting was called to order by Mayor Williams at 6:59 
p.m., October 30, 2014, with the following members present: Kj Harris, DeAnn Karlson, 
David Kiffer, Matthew Olsen, Robert Sivertsen and Judy Zenge. Councilmember Dick 
Coose was absent. 
 
The Pledge of Allegiance was given by all persons in the Chambers. 
 
Staff present were Manager Amylon, Assistant Manager Martin, Finance Director 
Newell, Electric Division Manager Donato, Telecommunications Division Manager 
Cushing, Customer Services, Sales and Marketing Manager Simpson, Water Division 
Manager Kleinegger and City Clerk Suiter. 
 
COMMUNICATIONS  
 
Mayor Williams said KPU Budget Update No. 1 concerning costs and revenues from 
production and consumption of water was laid on the table, as well as KPU Budget 
Update No. 2 regarding an overview of the KPU budget recommendations and the 
Utility’s net income and loss. 
 
PERSONS TO BE HEARD – None  
 
NEW BUSINESS 
 

Resolution No. 14-2573 Adopting the Budget for the Year 
2015 and Appropriating From the Ketchikan Public 
Utilities Enterprise Fund for the Fiscal Year 2015 
 

Moved by Harris, seconded by Olsen the City Council approve Resolution No. 14-2573 
adopting the budget for the year 2015 and appropriating from the Ketchikan Public 
Utilities Enterprise Fund for the Fiscal Year 2015. 
 
Manager Amylon provided an overview of the budget, saying above and beyond the 
concerns outlined in the transmittal letter, he wanted to offer several comments. Speaking 
to revenues of particularly the Water and Electric Divisions, he stated they are not 
keeping pace with increased operating costs, ongoing and necessary capital investment 
and increased debt service. He went on to say the proposed spending plan only confirms 
the result of the cost of service studies that have been presented to, and reviewed by, the 
City Council over the last several years but that have yet to be fully acted upon.  
 
He reminded that 78% of the proposed capital budget is funded from reserves, a trend 
that is not sustainable. Given an aging and deteriorating infrastructure, he commented 
utility rates need to be set to provide for ongoing and sufficient reinvestment into the 
three operating utilities. He noted failure to do so would simply lead to more emergency 
fixes down the road at a more costly price.  
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Manager Amylon pointed out the average net income for the Telecommunications 
Division between 1992 and 2006 was approximately $1.8 million. He stated GCI entered 
the local marketplace in 2007, and between 2007 and 2013 the average annual net income 
of the Telecommunications Division decreased to approximately $950,000. He stated 
while decreased federal universal support and the diminished profitability of the Telecom 
were forecast at the time GCI came into the marketplace, the Council and community 
have yet to come to terms with the fact that the Electric and Water Divisions can no 
longer rely on subsidies from Telecom to balance their budgets. He said the long-term 
reality is that these two divisions must become self-sufficient. 
 

He went on to note that the draft spending plan does not address what staff believes 
would be a minimum $2 million - $3 million investment that will be necessary to comply 
with the pending ADEC Compliance Order by Consent regarding water treatment issues. 
He explained an undetermined level of funding will have to be set aside that will be 
required to implement a new IBEW collective bargaining agreement. He stated KPU will 
have to deal with an unknown cost of operating the Whitman Lake Hydroelectric Project 
under the auspices of the SEAPA true-up agreement.  
 

Manager Amylon summarized the draft 2015 KPU budget is approximately $2.6 million 
less than the 2014 adopted budget. He stated this was only achieved through significant 
reductions from what staff believes to be necessary capital investments, while still calling 
for rate increases to balance the budget. He said although the Council can spend its 
efforts trying to identify further reductions and expenditures to mitigate rate increases in 
the short term, such an approach will not solve the long-term problem. He pointed out the 
cost of service for the three operating utilities has to be recognized and dealt with on a 
continuing basis. He said if KPU is to continue serving the community’s long-term 
interests, the Electric, Telecommunications and Water Divisions must become self-
sufficient based on a realistic rate structure that addresses not only the annual operating 
costs but long-term capital investment.  
 

Manager Amylon referred to KPU budget update No. 2 which summarized these points 
with supporting documentation, and he urged the Council to review this material as time 
permits. He expressed the belief that the Council has reached a crossroads in terms of 
charting the future course of the utility and its ability to serve the community. 
 

In response to Councilmember Kiffer, Manager Amylon said the Water Division has 
never been self-sufficient, although from time to time the Electric Division has 
experienced deficits. In addition, Finance Director Newell informed the reserve threshold 
of 25%, and noted there was a point prior to 1990 when the Water Division more or less 
broke even until major improvements were started on infrastructure. He reminded the 
latest reason is because of federal and state mandates to improve the water quality 
standards.   
 

Transmittal Letter 
 

In response to Mayor Williams regarding a question on Electric Division revenues, 
Finance Director Newell said the mix is a combination of SEAPA power and KPU 
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power, and the mix is changing by purchasing more SEAPA power and using less KPU 
power. He indicated most of the increased revenues projected for 2015 are from the rate 
increase. Mayor Williams questioned whether staff was projecting too conservatively. 
 
Mayor Williams also spoke to Telecommunications Division revenues, questioning the 
revenue through Verizon. Telecommunications. Division Manager Cushing spoke to the 
issue, explaining revenue brought in and revenue anticipated to be brought in during 2015 
as well as anticipated expenses. 
 
Councilmember Sivertsen asked about paying back the General Fund, questioning what 
would happen if the payback were stretched out to ten or twelve years instead of seven. 
Manager Amylon said they could run the numbers and provide a report at the next 
meeting. He cautioned that it would deprive another fund of some of its resources.  
 
Councilmember Sivertsen commented that the large water users need to be paying more 
equitably for water. In response to Mayor Williams, Manager Amylon said last year there 
was an eight percent across-the-board increase, and the fish processors indicated they 
would be coming back to staff with an alternative proposal. He went on to say about two 
months before budget, staff contacted the processors to let them know we were going into 
budget preparations and staff has yet to get a response.  
 
Councilmember Sivertsen went on to comment on water rates, saying in the short term 
we may need to consider a flat rate increase, but eventually we need to get to a metered 
rate, which would be the fairest way to handle our larger users. Manager Amylon said 
staff is working on that request and he would have it available soon.  
 
Councilmember Olsen expressed opposition in taxing the fish processors and putting 
most of the burden on them, stating it is not very business friendly. Mayor Williams 
commented we are not out to hurt business, but rather trying to keep our business afloat 
too.  
 
Mayor Williams asked about water rates for the ships, and Manager Amylon reported that 
Councilmember Olsen has asked for a table concerning the subject. He said there isn’t 
data for 2014 as it hasn’t been compiled yet, and he will get the Council some figures on 
the latest compilation. Councilmember Olsen said it would also be interesting to know 
how the data looks compared to other communities, and Manager Amylon said he is 
having that data compiled as well.  
 
At the request of Mayor Williams, Manager Amylon provided an example of how the 
true up agreement and use of Whitman Lake Hydroelectric Project might work. 
 
Telecommunications Division Manager Cushing explained how the launch of a wireless 
4G/LTE system will work, which he anticipated would be up and running at the 
beginning of the cruise ship season.  
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Mayor Williams asked about the reserve policy, and Finance Director Newell said the 
reserves are probably about 10% to 12%.  
 
Electric Division Manager Donato discussed the use of Whitman Lake Hydroelectric 
Project.  
 

Administration 
 
Finance Director Newell answered questions from the Council. No action was taken. 
 

Sales, Marketing and Customer Service 
 
Sales, Marketing and Customer Service Manager Simpson answered questions from the 
Council. No action was taken. 
 

Electric 
 
Electric Division Manager Donato and Operations Manager Adams answered questions 
from the Council. Mayor Williams requested a breakdown of the tools to be purchased 
and the prices from Line Item 510.05, Small Tools & Equipment, for all three divisions.  
 
Moved by Sivertsen, seconded by Kiffer to amend by reducing Line Item 635.09 
Disposal Services by $5,000.  
 
Motion passed with Harris, Zenge, Sivertsen, Kiffer, Karlson and Olsen voting yea; 
Coose absent. 
 
Moved by Sivertsen, seconded by Kiffer to amend by reducing Line Item 635.14, Other 
Contractual Services, by $15,000. 
 
Motion passed with Kiffer, Karlson, Harris, Sivertsen and Zenge voting yea; Olsen 
voting nay; Coose absent. 
 

Telecommunications 
 
Telecommunications Division Manager Cushing and Finance Director Newell answered 
questions from the Council. 
 
While recognizing that it is important to keep employees up-to-date relative to training, 
Councilmember Sivertsen commented he would like to have a better understanding of the 
needs for each division.  
 

Water 
 
Manager Amylon answered questions from the Council.  
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In response to Councilmember Olsen, Finance Director Newell said to the best of his 
knowledge, there are no restrictions as to how the Raw Fish Tax money is used. He went 
on to remind that the Raw Fish Tax was dedicated to pay back the loan that the Harbor 
Department took out for the drive down ramp. Councilmember Olsen suggested using 
any excess above paying back the loan to offset some of the potential increases for harbor 
users.  
 
Councilmember Zenge requested a list of positions that hadn’t been filled, and Manager 
Amylon said it would be provided. She also requested a cost calculation that the proposed 
rate increases will mean for a family for a year. 
 
In response to Mayor Williams, Finance Director Newell said an 8% water rate increase 
would decrease the deficit by about $250,000. Manager Amylon reported staff received 
the second draft of the Compliance Order by Consent yesterday, noting by the time the 
Council is done it will be spending close to $3 million if the Council elects to approve the 
order.  
 
No action was taken. 
 

Capital 
 
Electric Division Manager Donato, Water Division Manager Kleinegger and 
Telecommunications Division Manager Cushing answered questions from the Council.  
 
In response to Councilmember Sivertsen, Manager Amylon said staff would provide 
information related to the Backflow Preventor Program and the Water Service Upgrade 
Program and a projected figure based on expected use of the funding. Councilmember 
Olsen disagreed, stating he felt public education needed to be conducted so that people 
knew about the program rather than cutting the funding back.  
 
No action was taken. 
 
After discussion, Mayor Williams said the next meeting will be November 10, 2014.  
 
MAYOR AND COUNCIL COMMENTS  
 
Councilmember Olsen thanked staff for preparing the budget, and it was the first year 
they’ve had to do this one ahead of time and he really appreciated it. He felt it would give 
the Council the opportunity to go through it in deeper detail. 
 
Councilmember Sivertsen also thanked staff, saying it was very well put together. He 
expressed appreciation to Manager Amylon and Finance Director Newell’s job at making 
the first cuts on it and bringing the reserves back in a condition where it is more 
palatable. He said he just got back from Sitka tonight where they had an energy 
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conference, noting it was well attended by Southeast communities. He stated Electric 
Division Manager Donato did a wonderful job presenting for the Ketchikan by talking 
about our local utilities. He went on to state one of the comments that came out of it is if 
you’re going to build a project and you’re not displacing diesel, it is probably not a viable 
project at this point in time. He felt Whitman would have its place in the future, but there 
are times when it is not feasible to run the project. He went on to say they talked about all 
the trends, and they found out there is no normal or standard because it is all over the 
place. 
 
Councilmember Harris said this is hard. 
 
Mayor Williams said he already likes this process better than before, and he appreciated 
the extra work staff did to get it to the Council sooner. He felt this would take a lot of 
stress off the Council at the end of November when jumping into the General 
Government budget. He urged everyone to have a safe Halloween tomorrow. 
 
ADJOURNMENT 
 
As there was no further business, the Council adjourned at 9:14 p.m. 
 
 
 
              
       Lew Williams III, Mayor 
 
ATTEST: 
 
 
 
       
Katherine M. Suiter 
City Clerk 
 


