
T R A N S M I T T A L   M E M O R A N D U M 

TO: The Honorable Mayor and City Council 

FROM:  Karl R. Amylon, General Manager 

DATE: February 5, 2021 

RE: Ordinance No. 21-1923 – Increasing Water Rates By Five Percent 
(5.0%); Establishing A Date For A Public Hearing; And Providing For 
An Effective Date 

In adopting the 2021 Ketchikan Public Utilities Operating and Capital Budget, the 
City Council approved appropriations for the Water Division based on a five percent 
increase in water rates. The attached ordinance was approved in first reading at the City 
Council meeting of February 4, 2021. If adopted in second reading, Ordinance No. 21-
1923 provides for increasing water rates by five percent effective April 1, 2021.  

The net effect of the rate increase is detailed in the Finance Director’s transmittal 
memorandum and requires little elaboration on the part of my office. Failure to enact the 
proposed increases will result either in a need to reduce authorized 2021 Water Division 
expenditures by $157,000 or to decrease Appropriated Reserves of the KPU Enterprise 
Fund by an equivalent amount. I concur with Ms. Johansen’s recommendation. 

Also attached for City Council reference is a copy of my office’s January 15, 2021 
report regarding utility rate increases that was prepared at the request of 
Councilmember Flora. The City Council should note that the table reflecting Electric 
Division budgeted, existing and proposed staffing has been slightly revised to correct 
inadvertent errors in the original version. 

Prior to consideration of Ordinance No. 21-1923 in second reading, a public 
hearing is required. The City Clerk’s Office has scheduled the public hearing for the 
beginning of the City Council meeting of February 18, 2021. Following the public 
hearing, the City Council may consider the ordinance. 

The Water Division Manager and Finance Director will attend the City Council 
meeting of February 18, 2021, in order to address any questions and/or concerns that 
Councilmembers may have. 

A motion has been prepared for City Council consideration. 
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RECOMMENDATION 

It is recommended that the City Council adopt the motion approving in second 
reading Ordinance No. 21-1923 increasing water rates by five percent (5.0%); 
establishing a date for a public hearing; and providing for an effective date. 

Recommended Motion:  I move the City Council approve in second reading Ordinance 
No. 21-1923 increasing water rates by five percent (5.0%); establishing a date for a public 
hearing; and providing for an effective date. 

AGENDA - 02/18/21 – KPUUB2 



.. UNAPPROVED.. February 4, 2021 

Mayor Sivertsen reiterated the fact that Southeast Alaska Power Agency (SEAP A) is increasing 
the rate they charge us. He said as we heard from Representative Ortiz the State is working in a 
deficit spending, and this is a trend they cannot continue to do. He agrees this is a difficult decision 
the Council has to make, but we have a responsibility to operate a utility in a manner that in the 
long term benefits this community. He stated Ketchikan has one of the lowest rates in the State. 

Councilmember Bergeron strongly disagreed that SEAPA needs to come to the ratepayers to deal 
with this. He felt SEAPA'S finances are well within their capabilities to be able to pay for this. 

Councilmember Gass agreed this is incredibly unfortunate that our ratepayers have to pay for 
something out side of Petersburg. He stated that in the future , as our economic situation rebounds 
we need to be looking ahead where we can do more on our own and be less dependent on SEAP A. 

Mayor Sivertsen said we don' t generate enough power in KPU to power our needs. He said the 
reality is Swan Lake provides wholesale power to Ketchikan. He said when SEAPA was formed 
the four dam pool was created and all three communities signed an agreement to fund and buy 
power from SEAPA. 

In answer to Councilmember Gass, Councilmember Flora said we can develop more hydro 
projects, but we will pay for them with current year dollars, and you can never build a project to 
run at the cost we have with SEAPA. He thanked the Manager and hi s staff for putting together 38 
pages of data he had asked for. He encouraged folks to take the time to read this. He cited the data 
for the last ten years and the average rate increase is 1.23%. He stated we have almost $14 million 
in revenue bonds on the electric division, and electric capital projects of almost $29 million. He 
said he disagreed with Councilmember Bergeron's comments, as this not unethical as these are 
data driven decisions that needs to be made. He said everyone will vote on what they think is best, 
but we have to look at what is best for the community. He informed the average increase to the 
electric rate consumer is $3.20 per month. 

Motion passed with Gass, Kiffer, Gage, Zenge and Flora voting yea; Bergeron and Bradben-y 
voting nay. 

Ordinance No. 21-1923 - Increasing Water Rates bv F'IVe 
Pereent (5.0%)-First Reading 

Copies of Ordinance No. 21-1923 were available. 

Moved by Flora, seconded by Zenge the City Council approve in first reading Ordinance No. 2 1-
1923 increasing water rates by five percent (5.00/o); establishing a date for a public hearing; and 
providing for an effective date. 

Councilmember Flora said again let's look at the math from the report staff put together. He cited 
from the residential side over the last ten years the average increase was 6%. He informed Alaska 
inflation averaged 1.64%. He said he would like to hear from the Water Division to get a better 
understanding why this division cannot get to revenue neutral. 

Manager Amylon indicated Coum:il should look at the ten year operating profit and loss statement 
of the three divisions. In that ten-year period the Water Division hasn't turned a profit in one year. 
He said basically the rates haven' t been raised to meet the cost to produce water and the federal 
mandates that are imposed. He indicated the ADEC low interest loans were taken out to cover the 
cost of many water mains that were replaced, and we have to pay those loans back. He said the 
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.. UNAPPROVED.. February 4, 2021 

residential ratepayers have been subsidizing the commercial ratepayers. He indicated we are trying 
to address that now relative to the meter installation project, and again we have incurred low 
interest loans for that project. He explained we haven't been able to get the rate structure in sync 
between residential and commercial to meet the w-st it takes to produce water and d istribute w ithin 
City limits. 

Councilmember Flora thanked staff for their explanation. He said from this report the five to fifteen 
year outlook for capital projects on water is $89 million. He said he just wants to make sure we 
can keep lights on and water flowing. He informed if both of these rate im~reases go through based 
on the budget information provided earlier for the typical consumer the rate increase is $75 per 
year or $6.25 per month. 

Manager Amylon stated it is not getting any better, because now we are looking at the multi million 
project for the replacement of the failing Schoenbar water mains that are decades old. He stated 
the matching grants programs have all but disappeared. 

Mayor Sivertsen said since those programs are no long available the City has had to pick up the 
slack, and we have had to pay for these capital projects out of our own pocket. He informed we 
still have miles of old corroded water mains that need to be replaced. He cited the Schoenbar area, 
and the City has not secured funding for that project. 

Councilmember Kiffer said historically the Water Division has been left out for decades as far as 
infrastructure repairs and capital projects go. He said those decisions were made by previous 
councils, but now the systems are fail ing, and we don't have a choice but to fix them. He indicated 
there will never be a convenient time to raise rates. 

Councilmember Bradberry indicated as stated before she will not support any rate increases at this 
time. She felt we are asking folks to make hard choices on what bills to pay or buy food . She 
referenced a report that came out today regarding the economic losses in Ketchikan, and said she 
would forward to Councilmembers and staff. She didn't have a problem looking at this at a later 
date if our economy improves, but would not support this ordinance at this time. 

Councilmember Gass indicated as a Council we need to make sure the City can provide essential 
services, and water is one of them. He said he has received lots of negative comments on this, but 
at some point it comes down to responsibility. He didn't feel these im:reases were irrational, and 
would support this motion. 

Motion passed with Gage, Kiffer, Gass, Flora and Zenge voting yea; Bergeron and Bradberry 
voting nay. 

Budget Transfer - 2020 Whitman Lake Hydroelectric Project 
2020 True-Up Payment to Southeast Alaska Power Agency 
(SEAPA) 

Moved by Gage, seconded by Zenge the City Council authorize the General Manager to transfer 
from within the Electric Division's 2020 Operating and Capital Budget, $18,405 from the Electric 
Division's Purchased Power Account No. 525 .05 to the Whitman Lake - SEAPA True-up Account 
No. 525 .10, in order to provide sufficient funds to make the 2020 Whitman true-up payment to the 
agency. 

Councilmember Bergeron asked if staff could explain for the public exactly what the true-up 
payment is, and what this money is being spent for. He said he supported the Whitman Lake hydro 
development project. He felt this issue with SEAPA needs to be reviewed to see if our best interest 
is being served here. 
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