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Special Ketchikan City Council meeting was called to order by Mayor Williams at 7:01 
p.m., December 2, 2013, with the following members present: Kj Harris, DeAnn Karlson, 
Matthew Olsen, Robert Sivertsen, Marty West and Judy Zenge. One seat was vacant. 
 
The Pledge of Allegiance was given by all persons in the Chambers. 
 
Staff present were Manager Amylon, Assistant Manager Martin, Finance Director 
Newell, Assistant Fire Chief Dorman, Police Chief Bengaard, Public Works Director 
Allen and City Clerk Suiter. 
 
COMMUNICATIONS  
 
Mayor Williams said several items relating to the budget were laid on the table, 
including: General Government Budget Update No. 1 concerning a report requested by 
Councilmember Olsen regarding seasonal sales taxes and raising the single-unit sales tax 
cap; and General Government Budget Update No. 2 containing information requested by 
Councilmember Olsen regarding the potential use of the passenger wharfage fee to offset 
the costs of General Government. He also said there was an invitation to tour the Tongass 
Historical Museum on Wednesday at 5:30 p.m.  
 
PERSONS TO BE HEARD 
 
Judith McQuerry spoke in support of maintaining the Outreach Division of the Ketchikan 
Public Library. She reminded of a letter she sent outlining her concerns. 
 
Barbara Morgan, representing OceansAlaska, reminded of the presentation in July and 
the Council’s request to delay their funding request until budget time. She said she is here 
to remind the Council of their request of $48,000 for two years to help with operations 
until they can secure other funding. 
 
George Pasley, Outreach Librarian, spoke of his availability to answer question when the 
Library Department came up. 
 
NEW BUSINESS 
 

Resolution No. 13-2530 – Adopting the Budget for the 
Year 2014, Appropriating from the General Government 
Funds for the Fiscal Year 2014 
 

Moved by Harris, seconded by Sivertsen the City Council approve Resolution No. 13-
2530 adopting the budget for the year 2014, appropriating from the General Government 
Funds for the Fiscal Year 2014; and establishing an effective date. 
 
Manager Amylon provided an overview of the budget, saying the draft 2014 General 
Government Budget before the Council was not a proposed spending plan that either 
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himself or the Finance director endorse. He reminded it is the result of the direction given 
by the City Council at its work session last July, at which time staff was directed not to 
increase sales or property taxes, not to increase utility rates and keep spending levels no 
higher than those approved for 2013. He referred to a table illustrating the concerns of 
management, reminding at that rate of spending it would have drawn down General Fund 
reserves and exhausted them by 2016. He emphasized the draft spending plan prepared 
by departments in accordance with City Council direction does not provide for a 
sustainable level of spending.  
 
Manager Amylon went on to say to produce a draft spending plan that complies with the 
parameters specified by the Council and one that is sustainable, something on the 
expenditure side had to give: simply, the number of employees. He reminded personnel 
accounts for 75% of the General Fund, stating there was not enough in discretionary 
General Fund spending that could be eliminated and keep the organization functional 
while maintaining reserves. He said the same could be said of the Wastewater Services 
Fund. He again stated he and Finance Director Newell do not support the proposed 
staffing cuts, which are deep and will have an adverse impact on services in the way the 
City approaches day to day operations of the City. He continued that there were, 
however, no alternatives if the City Council’s direction was to be followed and a 
sustainable spending plan presented.  
 
He noted at this point in the discussion, one could reasonably ask how we got to this 
point. He drew the Council’s attention to pages in the transmittal letter that explains a 
detailed summary as to why the City’s financial position has changed. He mentioned the 
addition of $850,000 in new debt service for the new fire station and new library, noting 
at the same time the Council opted to remove annual revenue of at least $439,000 from 
the General Fund’s raw fish tax to pay for the drive down ramp. He stated this was a 
combined swing of almost $1.3 million. He went on to say added to the escalating cost of 
personnel, insurance and loss of federal and state financial assistance, one conclusion 
becomes clear: if the City Council wants to maintain the current level of services and not 
eliminate employee positions, we need to recognize that the solution is on the revenue 
side of the equation. He explained if that consensus can be reached among the Council, 
he and the Finance director are prepared to offer a proposal to maintain staffing at current 
levels. He said in presenting such an option, that not all reductions proposed in the draft 
budget will be restored. He explained the Council needed to recognize that at current 
staffing levels, we are still proposing to pay this year’s debt service on the fire station 
using $489,000 in remaining bond proceeds. He stated this revenue source will not be 
available next year, and 12 months from now the Council will already be that amount 
short going into budget deliberations. 
 
Manager Amylon said this why some reductions in spending need to be made now, and 
unfortunately he felt this will lead some councilmembers likely to conclude not all 
staffing cuts should be restored. He concluded that based on comments by some 
councilmembers, he and the Finance director recognize there is a desire to potentially use 
CPV funds or other port revenue to help solve the revenue problem within the General 
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Fund. He went on the say if the Council desires to pursue such a strategy, they believe it 
will be at least 12 months off before such a policy can be implemented. He said first, 
there is a potential $2.7 million liability facing the City for the repair and/or replacement 
of the Thomas Basin viewing platform. He stated CPV funds are a logical revenue source 
for the repair of this tourism-related infrastructure. He continued second, if the City 
Council wants to avoid potential litigation regarding the use of port revenues there needs 
to be an active discussion with the industry and legal counsel. He explained this has yet 
to occur, as it has in Juneau. He went on to say if CPV funds are to be determined as a 
means to offset General Fund expenditures, there is the potential that the current payment 
in lieu of taxes in the amount of $319,000 may be at risk. He stated currently Juneau does 
not charge its port a payment in lieu of taxes and all these factors needs to be taken into 
account prior to diverting port revenues to the General Fund.  
 
Mayor Williams reminded the manager mentioned it is a revenue problem, and he said he 
has brought up several times about using CPV funds as an option. He said there are other 
options in the way of looking at another 5/10 of a mill increase, and capping the raw fish 
tax to the harbor and taking part of it back into the General Fund. He said if anyone has 
ideas on ways to cut the budget or reduce spending, he would like to hear it. He stated 
some of the things we have to fund the community voted on, mentioning the library and 
fire department, and we have to come up with the funds to pay the debt on them.  
 
Councilmember Sivertsen stated he didn’t disagree with Manager Amylon’s comments, 
stating we need to infuse some capital into the General Fund. He reminded staff has been 
telling the Council this for a number of years, that we need to look at different rates and 
taxes, and we can’t continually exhaust our reserves. He related a conversation he had 
with the mayor of Juneau while he was at the AML Conference, noting they allocate 
$3.00 of their wharfage fee on a formula basis to their General Fund. He said they are 
infusing $1.4 million into their General Fund for various services. He agreed what we 
need to do is make sure it is correct and fair, and we are not double dipping. He pointed 
we have interdepartmental charges and PILOT charges we have to be concerned with. He 
felt, however, it was a revenue source that we should be looking at. He didn’t feel we 
needed to reinvent the wheel and that Juneau had legal opinions with regards as to how 
they use those fees that he thought we could review and maybe utilize.  
 
Councilmember Sivertsen said he also looked at sales tax, noting that one cent is about 
$2.9 million, and half a cent is about $1.4 million we are short at this point in time. He 
said a seasonal sales tax might get us about $500,000, and he felt raising the single unit 
sales tax cap is a good idea. He referred to property tax, noting Ketchikan is right in the 
middle and he doesn’t really want to go there if there is a way to avoid it. He felt the 
departments did a wonderful job in bringing it forward, ending up $1.4 million short, but 
as the manager says we can’t stop there because we have additional debt coming on after 
utilizing some of the funds that we have. He emphasized he doesn’t like to raise taxes or 
utility rates any better than anybody else, but it costs money to live here and the prices 
are going up. He cited some of the costs that have increased, noting we need to do 
something to put money into it. He explained if we bond for more projects, the debt 
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service increases and that is less money that we have for operations. He reminded we 
have police and fire departments that are looking at yearly costs for vehicles, as well as 
capital projects but he didn’t know if those could be phased. 
 
Councilmember Sivertsen spoke to the effects on residents, noting a five percent across 
the board in rate increases equals conservatively $10.14 per household. He felt this was 
an area the Council needed to look at, as well as the fish processors relative to water. He 
said these things need to be adjusted for efficiency. He hoped we could get employees 
secure, especially going into the holidays, and stated the employees are where the City’s 
value is because they are what make the City move and they are doing a good job for the 
Council. 
 
Councilmember Harris said all he knows is there is more going out than is coming in and 
we have to fix that. He stated he was willing to talk about sales tax, and he doesn’t see 
anywhere on the budget where we could save $100,000 between the whole packet the 
Council has been given. He explained we cannot continue to borrow money from one 
department to another, and we’ve got to replace that. He said there are a lot of hard 
choices, but he is not willing to lay off employees. He felt it was back to wants and needs 
and somehow we’ll have to raise revenue. 
 
Councilmember Olsen felt the government shouldn’t expand greatly in good times and 
then shrink itself when times are tight. He felt right now it is not too tight, but over the 
past decades we have not taken care of capital expenditures. He said right now we have 
to be concerned about our future and in order to cut right now we are really going to hurt 
the safety and economic future of our community. He felt there were a lot of ways to 
raise this money without impacting year round residents to a great extent. He thought we 
could take half the raw fish tax back, which would give us about $200,000. He also felt 
we could do a half percent sales tax increase in the summer and reduce it in the winter, 
which would give us about $500,000. He said if we increase the sales tax single item cap 
from $1,000 to $2,000, it would give us about $200,000. He agreed that Juneau has 
already done the legwork with the ports, and while he understands the issue of payment 
in lieu of taxes, he felt we might be able to take about a million out of the Port Fund. He 
thought these items wouldn’t impact the local people to where it would do them damage.  
 
Councilmember West agreed about raising revenue, stating we have a lot of really 
talented people here. She stated she knew people sometimes grumble that City employees 
are paid too much with too many benefits, but we have some very highly skilled 
individuals who don’t come along every day and we have some people who are willing to 
run into burning buildings to save lives, and they are deserving of a good wage. She 
continued she wasn’t in favor of holding spending limits at the same level, but she felt it 
was a good thing to do so the Council could see exactly what that would mean, with 
people wanting to say don’t spend any more money. She felt the idea to raise the limit to 
$2,000 is a good one, which is something the Borough already did and they are waiting 
for the City to follow suit. She continued that perhaps dedicating sales tax to the library 
would help it be a little clearer. She expressed concern that people might think the sales 
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tax would be related to the hospital, and she made it clear that is not the case. She 
commented we want this town to be a great place for people to live, and it is increasingly 
obvious that people are able to live wherever they want to. She said we are not going to 
get new people, businesses and industries wanting to move here if it is a crappy little 
town, which it is not. 
 
Councilmember Karlson said she is perplexed because we get into this position, we all 
know what has to be done, but no one wants to be the bad guy, including herself. She felt 
at some point where do you draw the line in the sand and say enough is enough. She 
stated she would hate to let employees go because she is an advocate for keeping people 
employed and families here year round. She explained on the same side of that coin 
raising sales tax will be paid off the backs of the people who can’t necessarily afford that. 
She didn’t feel that ultimately the Council will make everyone happy, and we will have to 
try to find the middle ground. She felt the Council really needed to look long term as well 
because employees shouldn’t have to worry each year whether they will have a job.  
 
Councilmember Zenge said as a new councilmember she was going to trim all the fat, 
which is what the average person hears around town. She stated after looking at the 
budget and realized there is no fat. She said we really need to get some more money. She 
explained people vote for these things and they need to expect to pay for them. She went 
on to say things go up and the Council can’t be expected to hold things to last year’s 
levels. She said one of the things she was irritated about was the fact that people had to 
go home for Thanksgiving and worry about whether they were going to have a job for the 
new year. She stated when the Council makes decisions, it really needs to think about the 
people they are affecting. She liked the sales tax ideas that were presented. She 
commented she is excited about the process so let’s get to work.  
 
Mayor Williams commented he wanted to look at the CPV funds, noting that Juneau puts 
some of their money in the General Fund. Finance Director Newell said he wasn’t sure if 
the money in Juneau was actually going into the General Fund. He said they call it 
General Support. He stated he has been trying to get the details, but his understanding is 
that it is general support based on a formula that was developed in 2000. He continued 
the formula was reviewed by the industry and developed in conjunction with legal 
counsel, the Finance Department, the Manager’s Office, and the departments that are 
affected. He said the formula was reviewed by an outside independent accounting firm to 
verify that it was reasonable. He stated they have not updated it since then and reference 
it frequently in their discussions when the set their annual appropriations. He said he has 
asked for information about the formula, but has not been able to get it yet.  
 
In response to Mayor Williams, Manager Amylon said it would be his strong 
recommendation as the Council reviews this concept that they have the city attorney 
present to talk about his legal view of what the Council can and cannot do. He reminded 
the City’s port revenue is primarily derived from three different sources: the wharfage 
charge based on the size of the ship; the local head tax and CPV funding. He explained 
the excerpts of the Code, which was put in place by Preston Gates and Ellis who are now 
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K&L Gates, to make sure we comply with federal law. Based on his conversation with 
the city attorney, he said it is his belief the attorney is going to advise the Council that 
those monies cannot be diverted from the port fund. He felt the attorney would say there 
is a greater degree of latitude the Council has with the state’s CPV funding. He 
commented if you could tie General Fund expenditures to how we serve the passengers or 
the ships, it would be an appropriate expense that we could use CPV funds to pay. He 
cautioned, however, the Council would have to think it through well, noting that we quite 
candidly are not Juneau. He felt that CPV funds are an appropriate use for something like 
the Thomas Basin Viewing Platform, which potentially could be up to $2.7 million.  
 
Finance Director Newell cautioned the Council would need to be very careful because 
passenger wharfage fees are used to determine whether or not the port can meet its bond 
covenants. He wasn’t sure how it would affect the bond covenants if $1 million were 
diverted to the General Fund.  
 
Councilmember Olsen questioned if Juneau already had a legal opinion, why can’t 
Ketchikan ship their agreement to the cruise industry, utilize the same accounting firm to 
do the formula and fast track this. Finance Director Newell said this is a very good idea, 
but the problem is he is trying get his hands on the formula so he can review it and see if 
it is appropriate for Ketchikan. Manager Amylon said staff will not be able to get a 
response from the cruise industry prior to adopting the budget. 
 
In response to Councilmember Sivertsen, Finance Director Newell said we are different 
from Juneau because Juneau doesn’t have a PILOT, which Ketchikan does. He said we 
charge interdepartmental charges for our Port Enterprise Fund, and he didn’t know if 
Juneau did. He reminded there are times when Juneau actually hires people to cover 
services for the cruise industry, and Ketchikan typically doesn’t do that. He emphasized 
he wanted to make sure whatever we do, it complies with federal and state law.  
 
Manager Amylon cautioned relative to local wharfage, the Council really needed to hear 
from the City attorney. Mayor Williams said we need to get all the details.  
 
At the request of the Council, Manager Amylon explained when he and the Finance 
director started putting together the budget, they started discussing an alternative 
approach recognizing the need for a new infusion of revenue. He continued the budget he 
submitted to the Council is a lot better than the one he originally started off with because 
at that time, we were in discussions with the Borough relative to the issue of funding the 
Library. He explained at that point, he had no commitment from the Borough that they 
were going to continue to fund the library. He went on the say the budget in first draft 
had a number of additional positions at the library eliminated, and the library operating 
three days a week because that was the magnitude of the loss. He continued by saying 
during the July session the comment was made that sales tax had not been raised for the 
past 20–25 years, which was a correct statement.  
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He explained what he was going to present tonight was based on that comment and the 
belief that within the next two to three years Borough funding for the library is going 
away. He said that is based on the probable loss of federal timber receipts to support 
education. He related an email message he got from AML saying this is the year it might 
get cut. He cited one of his conversations with the Borough manager in which he said the 
increased costs of education this year are putting a lot of pressure on the budget, which 
was in part why the Assembly wanted the City to start tracking patron activity to get an 
idea of what is a fair allocation. He continued if they lose their federal education receipts, 
he could guarantee their support of the library will go away. 
 

Manager Amylon continued they are proposing a one-half percent increase in the General 
Fund sales tax that would be dedicated to fund operational costs and debt service 
associated with the library. He said if that were done, effective next July we’d be in a 
position not to have to go back to the Borough for ongoing annual support of the library. 
He went on to say by doing this in the first year, there is an increase of $965,000 in 
revenue that could be applied to do library operations and debt service, and free up 
money to restore the positions that were eliminated. He said in 2015 on a full year, the 
receipts would increase to about $1.475 million. He handed out a cover memorandum 
detailing the proposal.  
 

He continued by stating one thing the Council is going to have to do is raise wastewater 
rates a minimum of four percent, which gives one operator that was recommended for 
elimination. He cautioned it should go up a lot more than four percent because the City 
doesn’t have the money to address capital needs, which is something the Council will 
need to have serious discussion about. He said the attractive thing about this alternative is 
it gives the ability to restore the Public Works Sales Tax funding of community grants. 
He noted it doesn’t do the General Fund portion but he was sure the Council would 
address that later one. 
 

He concluded this is one solid way to make sure the library is paid for on an areawide 
basis including Saxman, and not have to go through the annual debate that we go through 
relative to whether the Borough should fund library operations or not. He felt it ensures 
everyone pays their fair share and is a way to get around what he thinks will be the 
inevitable loss of Borough funding for the library. He thought the handwriting is on the 
wall, finding no fault with that decision if they lose their educational receipts. He felt we 
had to be prepared to plug the gap in our revenue plan. He stated he didn’t want to see the 
library operating three days a week and this is a way around that. 
 

Finance Director Newell said the attempt was to take one-half of one percent sales tax 
and put it into a special revenue fund that will be called the Library Services Fund, and 
those monies would be dedicated to operate the library and pay for the debt service. He 
said this would be the City’s way to demonstrate to the citizens of Ketchikan that the 
money is designated for library purposes, very similar to what is done with hospital sales 
tax money. He confirmed to Councilmember West that the sales tax would basically be a 
break even proposition for the library expenses. In response to Mayor Williams, Manager 
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Amylon said the sales tax increase would produce enough money to restore the staffing 
cuts proposed to the tune of about $941,000.  
 

The Council took a short break at 8:00 p.m. and reconvened at 8:11 p.m. 
 

Moved by Sivertsen, seconded by West to substitute Revised Resolution No. 13-2530 for 
Resolution No. 13-2530 that was presented in the draft 2014 General Government 
Annual Budget.  
 

Councilmember Sivertsen summarized the resolution raises sales tax from three and one-
half percent to four percent effective April 1, 2014 and designating the increase as a 
Library Services Sales Tax. He said it would also increase wastewater rates by four 
percent effective March 1, 2014.  
 

Motion to substitute passed with Harris, Zenge, Sivertsen, West, Karlson and Olsen 
voting yea; one seat vacant. 
 

Moved by Olsen, seconded by West to split the raw fish tax 50/50 between the General 
Fund and the Harbors Fund.   
 

Motion failed with West and Olsen voting yea; Karlson, Harris, Sivertsen and Zenge 
voting nay; one seat vacant. 
 

Moved by Olsen, seconded by West to increase the single unit sales tax cap to $2,000.  
 

Motion passed with Sivertsen, Zenge, Harris, Olsen, West and Karlson voting yea; one 
seat vacant. 
 

Mayor Williams requested a list of items that were not restored in the substitute 
resolution. Councilmember Olsen also requested projections relative to increasing sales 
tax seasonally instead of across-the-year. He defined the time period as April through 
September. 
 

MAYOR AND COUNCIL COMMENTS – None  
 

ADJOURNMENT 
 

As there was no further business, the Council recessed at 8:30 p.m. until December 3, 
2013. 
 
              
       Lew Williams III, Mayor 
ATTEST: 
 
 
       
Katherine M. Suiter 
City Clerk 


