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Special Ketchikan City Council meeting was called to order by Mayor Williams at 7:01 
p.m., August 23, 2012, with the following members present: Sam Bergeron, Dick Coose, 
Kj Harris, DeAnn Karlson, Matthew Olsen, Robert Sivertsen, Marty West. 
.  
The Pledge of Allegiance was given by all persons in the Chambers. 
 
Staff present were Assistant Manager Martin, Finance Director Newell, City Attorney 
Seaver, Finance Director Newell, Electric Division Manager McConnell, Senior Project 
Engineer Holstrom, Electric Systems Engineering Manager Donato and City Clerk Suiter. 
 
COMMUNICATIONS  
 
Included in the packet material was a letter from PeaceHealth Ketchikan Medical Center 
CEO Patrick Branco relating to the hospital’s partnership with Catholic Health Initiatives 
as well as a letter from Bill Williams regarding the Mahoney Lake Hydroelectric Project. 
 
PERSONS TO BE HEARD 
 
Jason Custer spoke in support of the Mahoney Lake Hydroelectric Project. He outlined 
Ketchikan’s growing demand for electricity, and he encouraged the City to invest in the 
project, engage in dialogue for the project, and consider supporting an upcoming grant 
funding request for it. He recapped what the Mahoney Lake Project can provide in the 
way of energy, and explained the economic benefit it could bring to the region if the 
infrastructure that is needed for private sector demand is developed. He requested the 
City consider the Mahoney Lake Hydro Project as one of the regional priorities. He 
thanked the Council for their hard work going into these investments, and he thanked 
Electric Division staff as well.  
 
David Johnson, representing PeaceHealth Ketchikan Medical Center, spoke about the 
potential partnership being considered. He said it is in the process of being talked about 
and is a partnership where each entity will maintain itself, not a merger. He said Alan 
Yortie, Chief Executive Officer and Chief Mission Officer for PeaceHealth, will be at the 
Council meeting of September 6. He explained they felt this is something that strengthens 
the position of the hospital. 
 
Susan Peters explained her support of the Performing Arts Center, outlining the benefits 
it could bring to the downtown area. Referring to budgets, she felt this fit into economic 
development for the community. 
 
Larry Jackson said he is available to answer any questions regarding the wood pellet 
contract.  
 
Lallette Kistler pointed out the Performing Arts Center has been struggling with the type 
of heating to put into their building. She reported the Borough Assembly has placed the 
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Performing Arts Center as its number 1 priority, and hoped the Council will help them 
out as well. She reminded they bought the building three years ago and have come a long 
way, but they need further funding to continue.  
 
NEW BUSINESS 
 

Award of Contract No. 12-48, Biomass Fuel Supply, 
Ketchikan Public Library – Alaska Whole Woods d/b/a 
Tongass Forest Enterprises 
 

Moved by Olsen, seconded by West the City Council approve Contract No. 12-48, 
Biomass Fuel Supply – Ketchikan Public Library with Alaskan Whole Woods d/b/a 
Tongass Forest Enterprises for one year with the option for four annual extensions at a 
cost of $305.00 per ton delivered to the Library pellet storage facility and direct the city 
manager to execute the contract on behalf of the City Council. 
 
Larry Jackson answered questions from the Council. 
 
Motion passed with Bergeron, Sivertsen, Olsen, Karlson, Coose, Harris and West voting 
yea. 
 

Whitman Lake Hydroelectric Project Update 
 

Assistant Manager Martin said staff has been working to value engineer approximately 
$10 million out of the Whitman Project. He reminded the original estimate was 
$14,373,000, the City has a budgeted amount of $16 million for the project, and the low 
bid was approximately $25.7 million. He explained in conducting discussions with the 
apparent low bidder and the engineers, staff has looked at major drivers of the price 
difference and what can be value-engineered to come up with a project that is buildable 
and will get us what we want. He reminded one of the subjects discussed at an earlier 
meeting was the potential to construct a much smaller scale project. He said staff hasn’t 
even gone down that road because there was no viability in doing so.  
 
He emphasized any numbers brought forward tonight are not hard and fast. He said 
approximately $9.9 to $10 million of potential reductions has been identified at this point. 
He provided several examples, and noted with the reductions we are still looking at 
constructing a 4.6 MWh plant. He explained the expected generation from the plant 
would be reduced from 16,000 MWh to about 12,500 MWh, much of which is related to 
the elimination of the Achilles diversion. He said the cost to produce 12,500 MWh is 
about $3 million. He said both the engineer and the contractor have stated there is 
potential for further reductions in cost, as there are still areas that have not yet been 
examined, and he provided a couple of examples. He stated the engineer estimates 
approximately three weeks to get 80% drawings to the contractor once the go-ahead is 
given, which will allow the contractor to come back with better pricing. 
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Mr. Martin continued staff has not been able to have a discussion with FERC as of yet to 
determine what will constitute start of construction. He noted this discussion is scheduled 
for August 27. He also stressed that any amounts at this point do not include any 
construction contingency and staff is looking at options, one of which is the unspent 
funds left over from the Bethe Substation Project and whether they can be reappropriated 
to the Whitman Project. He explained we have yet to hear from the State on that, 
however, even if it took a legislative appropriation to do that we have time to make that 
happen. He said once we have harder numbers, staff will be more positioned to determine 
whether any part of the contingency could be used out of reserves.  
 
Assistant Manager Martin said the direction staff would like to get from Council is 
whether or not the Council wants the discussions to continue and move forward. He said 
if this the direction, then staff would work to bring back the relative motions to deal with 
the bids and also look at bringing back motions to enter into a pre-construction agreement 
with the contractor. He pointed out this allows the contractor to then provide input to the 
engineers toward determining a guaranteed maximum price, much the same process that 
was used with the library and the fire station. He reminded if the pre-construction 
contractor ends up with the contract, those dollars are credited back against the 
construction contract.  
 
Councilmember Sivertsen said he would like, as we move forward, deferred costs as 
associated with actual cost savings. He pointed if we are just deferring the costs, they are 
going to come back at a later date. Senior Project Engineer Holstrom pointed out that 
what is on the spreadsheet has simply been deleted. She said we could come back later 
and construct the Achilles diversion, but if it is more than four or five years we have to 
go through environmental studies. Councilmember Sivertsen said with SEAPA’s plan to 
raise Swan Lake, Whitman makes a lot of sense so as we move forward he would like to 
see if there is any assistance that could be provided by SEAPA, either financially or with 
engineering.  
 
Electric Division Manager McConnell gave credit to Senior Project Engineer Holstrom 
for the work she has done and the relationship she has developed with Hatch Associates 
and Dawson Construction, stating she has been key to the ability to work collegiately 
together. In response to Mayor Williams, he said 12,500 MWh is about seven or eight 
percent of our load. He expressed in the near term we are looking at a minimal 4% load 
growth so we definitely need the margin.  
 
Electric Systems Engineering Manager Donato said the small unit at Whitman would be 
running 24 hours a day regardless of the situation, yielding 6.2 GWh per year and 
providing a good buffer.  
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Assistant Manager Martin said it is critical to know if the Council is interested in 
authorizing staff to negotiate a pre-construction contract with Dawson so they can work 
with the engineers to get the project refined. He said it would be brought back to Council. 
 
Councilmember Sivertsen said he would like to see, from the time the bids were opened 
going forward, what it will cost us to fix the errors in the estimates of the project. He said 
he would like the price per kWh be as firm as possible when brought back to the Council. 
 
Mayor Williams said staff has been given direction to proceed with negotiation of a pre-
construction contract with Dawson, which will come back to the Council in late 
September or October.  
 
MAYOR AND COUNCIL COMMENTS 
 
Councilmember Coose encouraged everyone to vote on Tuesday.  
 
Councilmember Bergeron thanked staff for the great work on bringing the project 
forward, doing some value engineering that far and away exceeds anything he hoped 
could be possible. He said he sees the project as happening, and he thinks the value 
engineering process is going to continue and there is a good working relationship 
(between staff and other involved parties). He said he sees it as being built. 
 
Councilmember Karlson thanked Electric Systems Engineering Manager Donato for his 
presentation at Chamber on Wednesday, as she thought it was really well done and very 
informative. She stated he put a lot of information in a very short amount of time and it 
was really useful for the community to have access to it in a manner that everyone could 
understand and wrap their brains around. She continued that Mr. McConnell added some 
information that was helpful and she felt it was important to get people to participate in 
the process because it was win/win for everyone.  
 
Councilmember Olsen thanked staff, stating the information that was presented and what 
they are doing going forward is very essential. He said the explanations are easy for the 
Council to understand and he appreciates that. He hoped in the coming months the 
Council starts looking at Mahoney and how we can influence SEAPA to move forward 
and help the project along or take it over. He felt we need to make sure SEAPA is 
looking at our future and not just looking at maintaining what they’ve built so far. He 
also spoke to the new library, saying he did an impromptu walk through. He said it is 
looking very nice and it will be a beautiful building. 
 
Councilmember Sivertsen said he is comfortable the City is working with Dawson on this 
project because their track record in the community speaks for itself. He felt this meant as 
we move forward we will have someone who is experienced in this construction field in 
Southeast Alaska. He also addressed SEAPA and Mahoney, pointing out two of the 
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partners in Mahoney are for-profit corporations – Cape Fox and AP&T. He didn’t know 
how this fit into SEAPA as a quasi-state agency.  
 
Councilmember Harris pointed over a year ago we started talking about conservation and 
we still have every light on. 
 
Councilmember West thanked staff for their hard work. 
 
Mayor Williams thanked everyone for taking the extra time tonight, and as we learn more 
and get some final numbers we can make the correct decision. He said he is anxious to do 
this. He pointed out there is an election next Tuesday, so make sure to get out and vote. 
 
ADJOURNMENT 
 
As there was no further business, the Council adjourned at 8:10 p.m. 
 
 
 
              
       Lew Williams III, Mayor 
 
ATTEST: 
 
 
 
       
Katherine M. Suiter 
City Clerk 


