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Resolution No. 19-2748 - Providing For Submission To The Qualified Voters 
Of The City At The Regular Election, To Be Held In The City On October 1, 
2019, Of A Proposition As To Whether The City Should Issue Its Public 
Utility Revenue Bonds In A Principal Amount Not to Exceed $11,500,000 To 
Finance The Cost Of A Capital Project That Will Improve And Upgrade 
Telecommunication Services Provided By Ketchikan Public Utilities, And 
Establishing An Effective Date 

The attached resolution was prepared by the City's bond counsel, Stradling Yocca 
Carlson & Rauth, and Finance Director Bob Newell, who asked that it be placed before the City 
Council for consideration at its meeting of August 1, 2019. If adopted, Resolution No. 19-27 48 
authorizes submittal of a ballot proposition to the voters seeking approval for the sale of 
municipal utility revenue bonds in an amount not to exceed $11 .5 million to finance the 
proposed internet transport capacity expansion project, which involves the construction of a 
subsea fiber cable between Ketchikan and Prince Rupert, British Columbia, Canada. Mr. 
Newell's transmittal memorandum is attached and requires little elaboration on the part of the 
General Manager's office. Consideration of the resolution is consistent with direction given by 
the City Council in executive session at its meeting of June 20, 2019. 

The Telecommunications Division exists in a highly competitive environment in which the 
ability to offer reliable internet and related broadband services at exceedingly high capacity is 
the chief determinant of the utility's success. As the City Council is aware, the 
Telecommunications Division is nearing the limits of its internet-transport capacity made 
possible through a combination of its microwave network and Indefeasible Rights of Use (IRU) 
agreement and leased capacity via a competitor's network. As the internet needs of customers 
continue to rapidly increase due to popular services such as Netfl ix streaming and the 
prevalence of wireless devices, the Telecommunications Division faces a crossroads. To remain 
sustainable and competitive, the utility must adapt to provide additional capacity in response to 
this growth, or the utility will quickly become irrelevant and noncompetitive. I concur with the 
Finance Director's recommendation to approve Resolution No. 19-27 48 to improve and upgrade 
the services of the Telecommunications Division by issuance of a revenue bond. 

City Finance Controller Michelle Johansen and Telecommunications Division Manager 
Ed Cushing will be attending the City Council meeting of August 1, 2019, in order to respond to 
any questions and/or concerns that Councilmembers may have. 



A motion has been prepared for City Council consideration. 

RECOMMENDATION 

It is recommended that the City Council adopt the motion approving Resolution No. 19-27 48 
providing for submission to the qualified voters of the City at the regular election, to be held in 
the City on October 1, 2019, of a proposition as to whether the City should issue its public utility 
revenue bonds in a principal amount not to exceed $11 ,500,000 to finance the cost of a capital 
project that will improve and upgrade telecommunication services provided by Ketchikan Public 
Utilities, and establishing an effective date. 

Recommended Motion: I move the City Council approve Resolution No. 19-27 48 providing for 
submission to the qualified voters of the City at the regular election, to be held in the City on 
October 1, 2019, of a proposition as to whether the City should issue its public utility revenue 
bonds in a principal amount not to exceed $11,500,000 to finance the cost of a capital project 
that will improve and upgrade telecommunication services provided by Ketchikan Public Utilities, 
and establishing an effective date. 

AGENDA- 08/01/19 - KPUNB2 



MEMORANDUM 
CITY OF KETCHIKAN, ALASKA 
Finance Department 
Office of the Finance Director 

Bob Newell, Finance Director 
Camille Nelson, Financial Analyst 

Phone: (907) 228-5621 
Facsimile: (907) 228-5617 

TO: Karl R Amylon, City Manager/General Manager 

FROM: Bob Newell, Finance Director 

DATE: July 19, 2019 

SUBJECT: Resolution No. 19-2748 Providing For Submission To The Qualified Voters 
Of The City At The Regular Election, To Be Held In The City On October 1, 
2019, Of A Proposition As To Whether The City Should Issue Its Ketchikan 
Public Utilities Revenue Bonds In A Principal Amount Not to Exceed 
$11,500,000 To Finance The Cost Of A Capital Project That Will Improve 
And Upgrade Telecommunication Services Provided by Ketchikan Public 
Utilities, And Establishing An Effective Date 

Included in the KPU 2019-2023 Capital Improvement Program was a $5.3 million project proposed 
by the Telecommunications Division to expand internet transport capacity to support the increasing 
demand for data by the Division's retail and wholesale broadband customers. The overall project 
cost at that time was estimated at $10.6 million and approximately 50% of the cost was expected to 
be covered by a yet to be identified third party. Since the first of the year, the demand for 
broadband services has increased by almost 11 % and has raised the importance of needing to 
move forward more quickly with this project. Since time is of essence, the Telecommunications 
Division's management team has requested that the City seek authorization from the voters to 
bond for the full cost of the project because it has yet to come to terms with a potential partner. 
Depending on when a partner is identified, the City will either reduce the size of the proposed bond 
issue at the time of issuance or require the partner to upfront its share of the cost of the project 
prior to construction beginning in early 2020. 

The City's bond counsel, David Thompson of Stradling Yocca Carlson & Rauth, and I have drafted 
Resolution No. 19-27 48 for the purpose of seeking authorization from the voters of the City to issue 
up to $11,500,000 in municipal utility revenue bonds to finance the proposed internet transport 
capacity expansion project, which involves the construction of a subsea fiber cable between 
Ketchikan and Prince Rupert, BC, Canada. The proceeds from the bond would be utilized as 
follows: 

Construction and contingencies 
Bond reserve account 
Bond issuance costs 

Total 

$ 10,500,000 
850,000 
150,000 

$ 11 ,500,000 

The proposed bond issue has been sized to include a $900,000 contingency that may be required 
if the construction bids exceed the engineering estimates or problems are encounter during 
construction that require change orders. Given that a significant portion of the work will occur 
undersea between Ketchikan and Prince Rupert, the risk of encountering construction or weather 
related issues is most likely higher than average. The reserve account is required by the 
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bondholders to ensure the timely payment of the annual debt service. The bond issuance costs 
include bond counsel services and underwriter's discounts. The estimate for issuance costs 
assumes that the bond is issued through the Alaska Municipal Bond Bank. 

The financing plan for the Internet Transport Capacity Expansion project assumes that the City will 
be successful in issuing its municipal utility revenue bond through the Bond Bank. By issuing the 
bond through the Bond Bank, the City will be able to take advantage lower interest rates and 
issuance costs. Based on a projected interest rate of 4% and a 20-year maturity, the annual debt 
service on the proposed bond issue will be $846, 190. With interest rates expected to decline over 
the next 12 months, the actual debt service could be lower. If the City does not or is unable to 
issue the bond through the Bond Bank, interest and issuance costs will be higher. The debt 
service on this bond will be paid from the revenues of the KPU Enterprise Fund. An overall rate 
increase of approximately 1.5% may be required to provide for the annual debt service on this 
bond but this could be mitigated if the Telecommunications Division management team is 
successful in its efforts to reduce costs by utilizing the new subsea fiber cable. 

Section 3 of Resolution No. 19-27 48 contains the ballot proposition that will be presented to the 
voters for consideration. The rest of the resolution contains standard provisions that must be 
followed when the City holds bond elections and issues revenue bonds. These provisions have 
been reviewed by bond counsel and my office and are in order. If the resolution were to be 
approved by the City Council, the ballot proposition seeking the authority to issue municipal 
revenue bonds would be presented to the voters at the regular municipal election scheduled for 
Tuesday, October 1, 2019 as Ballot Proposition No. 2 

If the City Council wishes to present this ballot proposition to the voters for consideration at the 
October 1, 2019 regular municipal election, Resolution No. 19-27 48 must be approved by the City 
Council no later than its meeting of August 15, 2019. The City Clerk has advised my office that the 
ballot proposition needs to go the printer on August 26, 2019. 

Recommended Motion: 

I move that the City Council approve Resolution No. 19-2748, providing for submission to the 
qualified voters of the City at the regular election to be held in the City on October 1, 2019, of a 
proposition as to whether the City should issue Ketchikan Public Utilities revenue bonds in a 
principal amount not to exceed $11 ,500,000 to finance the cost of a capital project that will 
improve and upgrade telecommunication services provided by Ketchikan Public Utilities, and 
establishing an effective date. 



CITY OF KETCHIKAN, ALASKA 

RESOLUTION NO. 19-2748 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF 
KETCHIKAN, ALASKA, PROVIDING FOR SUBMISSION TO 
THE QUALIFIED VOTERS OF THE CITY AT THE REGULAR 
ELECTION TO BE HELD IN THE CITY ON OCTOBER 1, 2019, 
OF A PROPOSITION AS TO WHETHER THE CITY SHOULD 
ISSUE ITS KETCHIKAN PUBLIC UTILITIES REVENUE BONDS 
IN A PRINCIPAL AMOUNT NOT TO EXCEED $11,500,000 TO 
FINANCE THE COST OF A CAPITAL PROJECT THAT WILL 
IMPROVE AND UPGRADE TELECOMMUNICATION SERVICES 
PROVIDED BY KETCHIKAN PUBLIC UTILITIES, AND 
ESTABLISHING AN EFFECTIVE DATE. 

WHEREAS, the City of Ketchikan, Alaska (the "City"), owns and operates electric, 
water, and telecommunications utilities as a combined system for borrowing purposes 
("Ketchikan Public Utilities"); and 

WHEREAS, the City Council of the City (the "Council") deems it necessary and 
advisable to improve the telecommunication services provided by Ketchikan Public Utilities, 
including expanded capacity for data streaming, cell phone service, and internet services, by 
undertaking the design, acquisition, construction, and maintenance of a new undersea fiber optic 
cable (the "Project") linking the Ketchikan area with Prince Rupert, British Columbia, Canada; 
and 

WHEREAS, the City may undertake the Project on its own or in cooperation with other 
public or private utilities; and 

WHEREAS, to provide part of the funds to pay costs of the Project, it is deemed 
necessary and advisable that the City issue and sell its revenue bonds payable solely from 
revenues of Ketchikan Public Utilities in an aggregate principal amount not to exceed 
$11,500,000 (the "Bonds"); and 

WHEREAS, the City's Charter provides that the question of whether the Bonds may be 
issued for this purpose must be submitted to the qualified voters of the City for their ratification 
or rejection. 

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Ketchikan, 
Alaska as follows: 

Section 1. Capital Improvements. It is hereby found and declared that the public 
welfare and convenience require that the City undertake the following capital improvements to 
the telecommunications system owned and operated by Ketchikan Public Utilities (the 



"Project"): design, acquisition, construction, and maintenance of a new undersea fiber optic 
cable linking the Ketchikan area with Prince Rupert, British Columbia, Canada. 

The cost of all necessary planning, design, legal, architectural, engineering, and other 
consulting services, inspection and testing, administrative expenses, on- and off-site utilities, 
purchases of equipment, and other costs incurred in connection with the Project shall be deemed 
a part of the cost of the Project. The City shall determine the extent and specifications for the 
Project. 

The City shall determine the application of available funds to maximize the City's ability 
to accomplish, as nearly as may be, all of the Project. If proceeds of sale of the Bonds, plus any 
other money of the City legally available for this purpose, are insufficient to accomplish all of 
the Project, the City may use the available funds to pay the cost of those portions of the Project 
deemed by the Council most necessary and in the best interest of the City. 

If the City determines that it has become impractical to accomplish the Project or portion 
thereof because of changed conditions, incompatible development, or costs substantially in 
excess of those estimated, the City will not be required to accomplish the Project or portion 
thereof and may apply the Bond proceeds to other portions of the Project or to other capital 
improvements to facilities of Ketchikan Public Utilities. 

If proceeds of the Bonds remain unexpended and unencumbered for costs of the Project, 
those remaining Bond proceeds shall be applied to other capital improvements to facilities of 
Ketchikan Public Utilities and otherwise in accordance with Section 6-4 of the City's Charter. 

Section 2. Authorization of Bonds. To provide all or a portion of the funds necessary 
to pay costs of the Project, together with incidental costs and costs related to the issuance and 
sale of the Bonds, the City shall issue and sell the Bonds in a principal amount not to exceed 
$11,500,000. Both principal of and interest on the Bonds shall be payable solely out of revenues 
of Ketchikan Public Utilities. The Bonds shall be issued in an amount not exceeding the amount 
approved by the voters of the City and not exceeding the amount permitted by the laws of the 
State of Alaska and the City's Charter. The balance, if any, of the cost of the Project shall be paid 
out of grants, loans or any other legally available funds. 

The Bonds shall be issued and sold in such amounts and at such time or times as found 
necessary and advisable by the Council and as permitted by law. The Bonds may be issued in 
one or more series and shall bear interest at a rate or rates as authorized by the Council. The 
Bonds shall mature in such amounts and at such times within a maximum term of 20 years from 
date of issue, all as authorized by the Council and as provided by law. 

The date, form, terms, options of redemption, maturities, covenants and manner of sale of 
the Bonds shall be as hereafter authorized or provided for by ordinance or ordinances of the City. 
After voter approval of the Bond proposition and in anticipation of the issuance of the Bonds, the 
City may issue short-term obligations as authorized by the laws of the State of Alaska and the 
Charter of the City. 
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Section 3. Bond Election. The proposition that the City shall issue the Bonds for the 
purposes described in this resolution shall be submitted to the qualified voters of the City for 
their ratification or rejection at the regular election to be held in the City on October 1, 2019. 
The proposition shall be in substantially the following form: 

CITY OF KETCHIKAN 

PROPOSITION NO. 2 

KETCHIKAN PUBLIC UTILITIES REVENUE BONDS 
$11 ,500,000 

To pay costs of designing, acquiring, constructing, and maintaining a new 
undersea fiber optic cable for the telecommunications system operated by 
Ketchikan Public Utilities, which will permit expanded capacity for data 
streaming, cell phone service, and internet services, shall the City issue and sell 
not to exceed $11,500,000 of its revenue bonds maturing within a maximum term 
of 20 years, payable solely from revenues of Ketchikan Public Utilities, all as 
provided in Resolution No. 19-2748 of the City Council? 

BONDS, YES ......... .. ... ..... ... ... .................... D 

BONDS,N0 ..... ....... ........... ........ ... ..... .. ..... . 0 

Section 4. Notice of Election. Notice, publication, and posting shall be given by the 
City Clerk in accordance with the provisions of the Ketchikan Municipal Code, the Charter of 
the City, and state law. 

Section 5. Intent to Reimburse. The City Council declares that, to the extent that the 
City makes capital expenditures for the Project prior to the date the Bonds or other short term 
obligations are issued to finance costs of the Project, from funds that are not (and are not 
reasonably expected to be) reserved, allocated on a long-term basis, or otherwise set aside by the 
City to finance the Project, those capital expenditures are intended to be reimbursed from 
proceeds of the Bonds or other short term obligations issued in an amount not to exceed the 
principal amount of the Bonds authorized by this resolution. This declaration is made in 
accordance with Treasury Regulation § 1.150-2, as promulgated under the Internal Revenue 
Code of 1986, as amended. 

Section 6. Severability. If any one or more of the provisions of this resolution shall 
for any reason be held to be invalid, such invalidity shall not affect or invalidate any other 
provision of this resolution or the Bonds, but this resolution and the Bonds shall be construed 
and enforced as if such invalid provision had not been contained herein; provided, however, that 
any provision that shall for any reason be held by reason of its extent to be invalid shall be 
deemed to be in effect to the extent permitted by law. 
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Section 7. 
approval. 

Effective Date. This resolution is effective immediately upon passage and 

APPROVED by the City Council of the City of Ketchikan, Alaska, at its regular meeting 
held this day of August, 2019. 

CITY OF KETCHIKAN, ALASKA 

Mayor 
ATTEST: 

City Clerk 
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CERTIFICATE 

I, the undersigned, City Clerk of the City of Ketchikan, Alaska (the "City"), and keeper 

of the records of the City Council (the "Council"), DO HEREBY CERTIFY: 

1. That the attached resolution is a true and correct copy of Resolution 

No. 19-2748 (the "Resolution") adopted by the Council at a regular meeting of the Council held 

on August_, 2019, and duly recorded in my office. 

2 . That said meeting was duly convened and held in all respects in 

accordance with law, and to the extent required by law, due and proper notice of such meeting 

was given; that a quorum was present throughout the meeting and a legally sufficient number of 

members of the Council voted in the proper manner for the adoption of the Resolution; that all 

other requirements and proceedings incident to the proper adoption of the Resolution have been 

duly fulfilled, and that I am authorized to execute this certificate. 

IN WITNESS WHEREOF, I have hereunto set my hand this __ day of August, 2019. 

City Clerk, City of Ketchikan, Alaska 



June 20, 2019 

location. He suggested we need to be looking at grants or a variety of other forms of funding. He 
felt that might be the solution moving forward to address a real City need. 

Councilmember Flora agreed with Councilmember Kiffer's comment on building a homeless 
shelter on that property. 

Councilmember Bergeron concurred with Councilmember Kiffer that we need to do something 
about the homeless population and that is a good starting point. 

Mayor Sivertsen congratulated Clerk Stanker on her recent MMC designation from the 
International Institute of Municipal Clerks. He said he just returned from a SEAP A meeting and 
noted one of the items that came up is Ketchikan is not the only community that is dealing with 
diesel generation. He informed the City of Wrangell just purchased two used generators to help 
their community. He said SEAP A is going to a calendar year for their budget, which will match 
the City's and he felt efficiency wise it will be a good move. He encouraged the community to 
attend the public forum on Tuesday June 25, 2019. 

Councilmember Zenge said our bus stops are being inundated with the homeless population, and 
the passengers are standing outside of the bus stop. She said they call the police and they come 
but the homeless folks come right back. She felt we should form a task force. She indicated this 
needs to be looked at carefully as she has been involved with some of the homeless cases where 
the people just want to get back home or they have mental illness. She noted each case is 
different, but she would like to see some kind of task force with City participation. She also 
loved the idea of using 347 Bawden Street as a shelter as it is perfectly positioned. 

Councilmember Williams felt the homeless is a small issue in comparison with the mental 
health, drug and alcohol problems. He informed for that population they are in need of treatment 
or they will be right back out on the street. 

OTHER NEW BUSINESS - None 

EXECUTIVE SESSIONS 

Request for Ex.~utive Session - Telecommunications Dhrisioo 
Capital Investment Strategies 

Moved by Kiffer, seconded by Gage the City Council declare that consistent with the general 
anager's memorandum dated June 13, 2019, it is in the best interest of the City to discuss 

strategic Competitive aspects of Ketchikan Public Utilities Telecommunications Division' s 
capital investment strategy in executive session in accordance with Ketchikan Municipal Code 
2.04.025(a)(l ), in order to discuss subjects the immediate koowledge of which would clearly 
have an adverse effect upon the finances of the City. 

Motion passed with Coose, Gage, Bergeron, Williams, Zenge, Kiffer and Flora voting yea 

The Cooncil took a short recess at 9:00 p.m. and reconvened at 9:07 p.m. 

The Council recessed into executive session at 9:08 p.m. and reconvened at 9:22 p.m. 
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June 20, 2019 

Mayor Sivertsen said the Council has completed its executive session to discuss 
Telecommunications Division Capital Investment Strategies and direction was given to staff. 

ADJOURNMENT 

As there was no further business, the Council adjoumed at 9:24 p.m. 

ATTEST: 

Kim Stanker, MMC 
City Clerk 

FYI ITEMS INCLUDED: 

Robert Siversten, Mayor 

Unapproved Minutes of the June 12, 2019 Ketchikan Gateway Borough/City of Ketchikan 
Cooperative Relations Committee Meeting 

Lake Levels and System Generation Report for the Month of May 2019 
Water Utilization Study Report for the Month of May 2019 
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