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Special Ketchikan City Council meeting was called to order by Mayor Williams at 7:03 
p.m., January 26, 2012, with the following members present: Sam Bergeron, Dick Coose, 
Kj Harris, DeAnn Karlson, Matthew Olsen and Robert Sivertsen. Councilmember Marty 
West 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, Public Works Director Allen, Electric Division Manager McConnell, Water 
Systems Foreman Johnston and City Clerk Suiter. 
 
COMMUNICATIONS – None  
 
PERSONS TO BE HEARD – None  
 
NEW BUSINESS 
 

First Draft Presentation of Contract No. 11-13 – 
Water/Wastewater/Storm Drainage Cost Allocation and 
Rate Design Study, FCS Group 
 

Manager Amylon reminded the Council the whole idea of trying to do a cost allocation 
and rate design study started at a planning session last January. He said there were initial 
discussions about the need, particularly within the context of the Council’s direction that 
staff was to be aggressive in terms of infrastructure in the streets and trying to keep up 
with the aging utility. He said a stormwater study report done by Tetra Tech was 
presented later in the year and at that time it solidified the need to get a better handle in 
terms of where we are going in terms of planning our water, wastewater and potentially 
stormwater rates and how we are going to finance the needs that are out there.  
 
Manager Amylon stressed this is an exercise and what is presented tonight is by no 
means the last say on the subject. He said they took the data as it was gathered, developed 
it and the results are what they are. He stated if the direction of the Council changes in 
terms of responding to that data, obviously the outcome of the exercise is going to 
change. He expressed his sensitivity to the media taking any numbers from the 
presentation as being the last word. He said it is about giving the Council a feel for what 
the financial needs are going to be if we continue to be as aggressive as the Council 
encourages them to be.  
 
Karen Johnson, FCS Group, presented the Council the preliminary findings of rate needs 
for water, sewer and storm water. She said the purpose of the study was to establish and 
maintain appropriate levels of cash reserves for the utilities and to generate revenues 
adequate to fund the estimated expenditures of the utilities and the ongoing capital needs 
for infrastructure funding, as well as to promote equity for the customer classes that are 
on each of the systems. 
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Ms. Johnson provided an overview of the financial policies that are incorporated into the 
study. She said this overview considered the best management practices to promote 
financial integrity and stability of the utility and helped ensure the sustainability of 
essential utility services. She noted these policies are commonly reviewed by bond and 
loan underwriters to determine a municipality’s creditworthiness. She cited the policies 
that were evaluated, including: operating reserves, capital reserves, system reinvestment 
funding, debt coverage and debt management. She reminded that KPU has an adopted set 
of financial policies, and the assumption is that wastewater and the potential storm water 
fund would follow those same types of policies, so they have been incorporated into the 
analysis. 
 
She discussed the operating reserve, the capital reserve, and system reinvestment funding, 
elaborating on the policies driving each. She continued by talking about debt coverage 
and debt management policies, noting they have incorporated maintaining the internal 
debt coverage policies that are currently in place.  
 
Ms. Johnson then proceeded to explain an overview of the revenue requirements, noting 
some of the economic assumptions and financing assumptions used in the study. In 
discussing water, she presented a bar graph indicating the need for capital funding 
through 2016, as well as a chart showing funding sources. She also provided the rate 
adjustment as the rate structure exists today to fund the capital program. She offered the 
same for wastewater and storm water.  
 
Ms. Johnson spoke to a cost of service analysis, which provides a defensible basis for 
assigning “cost shares” and establishing “equity” for system customers. She continued 
this system determines appropriate grouping of customer classes and serves as the 
foundation for rate structure designs. She then explained the cost of service findings for 
water, noting that currently single-family residences/duplexes as well as 
commercial/industrial customers would actually see a decrease in what they are paying. 
She continued the fish processors would see an increase. In response to Councilmember 
Coose, Water Systems Foreman Johnston explained what “peak” load means. Ms. 
Johnson went on to explain the cost of service analysis for both wastewater and storm 
drainage.  
 
Ms. Johnson outlined the key considerations in adopting a rate design, including: 
financial stability and predictability; consistency with underlying costs by class; 
consistency with policy objectives; complexity of rates; and customer rate impacts. She 
went over the existing rate structure for water and wastewater, and explained several rate 
structure options, which included: 1) maintain existing rate structure for all classes; 2) 
maintain flat rates for residential, revise non-residential three rate categories to a single 
charge by increasing the line size; 3) maintain flat rates for residential, revise non-
residential three rate categories to a single charge by increasing line size, charge some or 
all currently metered customers based on volume; and 4) maintain rates for residential, 
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meter all non-residential customers and charge metered rates. She stressed no rates have 
been developed as of yet. 
 
Several Councilmembers asked questions and Mayor Williams felt the projects needed to 
be identified per year and what the Council chooses to do will determine how much the 
costs are going to change. Manager Amylon said he felt it would need to be a blended 
approach and the first thing to do is try to get the Council actively engaged in identifying 
the projects.  
 
Mayor Williams summarized by stating we are going to go over the capital projects and 
get more precise on what we are going to do over the next few years, then – using a cost 
of service basis – determine how to pay for this by getting some equity by user groups. 
No objections were heard regarding this summary. 
 
Councilmember Sivertsen spoke to storm drainage and how we are going to pay for that. 
He addressed a number of rate structures: flat rate, special fees, an enterprise fund, or a 
separate utility. He felt this could still work well under Public Works rather than forming 
new whole department, and these are issues that still need to be discussed. He also said 
there are a number of property issues, and reminded the infrastructure is failing on a daily 
basis. 
 
MAYOR AND COUNCIL COMMENTS 
 
Councilmember Olsen urged everyone to be safe. 
 
Mayor Williams said this is a big project and something that needs to be dealt with, and 
he is sort of excited. 
 
Manager Amylon said staff has hired a private firm to help haul snow throughout the 
night because we’ve simply run out of room to put it. 
 
ADJOURNMENT 
 
As there was no further business, the Council adjourned at 8:30 p.m. 
 
 
              
       Lew Williams III, Mayor 
ATTEST: 
 
 
 
       
Katherine M. Suiter 
City Clerk 




