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TRANSMITTAL MEMORANDUM 

The Honorable Mayor and City Council 

Lacey G. Simpson, Assistant General Manager 

August 29, 2019 

Approval of Additional Alaska Clean Water Fund and Alaska 
Drinking Water Fund Loan Requests for the Schoenbar Road 
Utilities Replacement Project 

The motion detailed below was prepared at the request of Assistant Water 
Division Manager Seth Brakke, who asked that it be placed before the City Council for 
consideration at its meeting of September 5, 2019. If adopted, the motion provides for 
additional Alaska Clean Water Fund and Alaska Drinking Water Fund loan requests for 
the Schoenbar Road Utilities Replacement Project. A portion of the water main 
replacement is subject to voter approval on October 1, 2019. Should the bond 
proposition fail , the application will be revised or rescinded. Mr. Brakke's transmittal 
memorandum is attached and requires little elaboration on the part of the General 
Manager's office. 

As the City Council is aware, the raw water transmission and wastewater 
collection lines along the Schoenbar Road corridor are aging and failing at an 
accelerated rate and have been identified as needing replacement. At the February 2, 
2019 meeting, the City Council approved Alaska Drinking Water Fund (ADWF) Loan No. 
481081 issued in the amount of $1 ,591 ,967 and Alaska Clean Water Fund (ACWF) Loan 
No. 481151 issued in the amount of $1 ,795,157. These loans would support Phase I of 
the respective Schoenbar Road Sewer Main Replacement and Schoenbar Road Water 
Main Replacement projects. Given the rapid failure of the Schoenbar Road 36" raw 
water transmission line, additional funds are required to replace this portion of the raw 
water line. The City would like to request additional ACWF and ADWF loans in the 
amounts of $2, 125,057 and $5,973,779 respectively to achieve Phase 2 of the water 
distribution and wastewater collection lines replacement project as well as the 
increasingly urgent replacement of the 36" raw water main. These additional loans wi ll 
maximize the City's current and anticipated bonding authority. This new comprehensive 
Schoenbar Road Utilities Replacement Project is estimated to total $11,486,000. Any 
additional loan offers extended by the Alaska Department of Environmental 
Conservation (ADEC) will be placed before the City Council for consideration and 
approval prior to acceptance and award. 
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The Assistant Water Division Manager, Water Division Manager John Kleinegger 
and Public Works Director Mark Hilson will be attending the City Council meeting of 
September 5, 2019, in order to address 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 the submittal 
of an additional Alaska Clean Water Fund loan request in the amount of $2, 125,057 
subject to voter approval of the bond proposition on October 1, 2019, and an additional 
Alaska Drinking Water Fund loan request in the amount of $5,973,779 to fund a 
combined Schoenbar Road Utilities Replacement Project. 

Recommended Motion: I move the City Council approve the submittal of an 
additional Alaska Clean Water Fund loan request in the amount of $2, 125,057 subject to 
voter approval of the bond proposition on October 1, 2019 and an additional Alaska 
Drinking Water Fund loan request in the amount of $5,973,779 to fund a combined 
Schoenbar Road Utilities Replacement Project. 
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KPU 

Your Community, Your Utility 

Water 
2930 Tong.ass Avenue 
Ketchikan, AK 99901 

Phone (907) 225-1000 
Fax (907) 247-3232 

Memorandum 

TO: Karl R. Arnylon, K.PU General Manager 

FROM: Seth A. Brakke, Assistant Water Division Manager 

CC: John Kleinegger, Water Division Manager; Mark Hilson, PW Director; Kara 
Jurczak, Assistant PW Director 

DATE: August 29, 2019 

SUBJECT: Schoenbar Road Utilities Replacement Project 

Recent failures on the 36" ductile iron raw water transmission line within Schoenbar 
Road have made it necessary and sensible to fast-track the design and replacement of the failing 
segment of that line. This pipe shares the Schoenbar Road corridor with potable water 
distribution and wastewater collection pipes that have previously been identified as in need of 
replacement and part of ADEC loan applications (known as the Schoenbar Phase 1 and Phase 2 
projects). Given that, it makes good sense to demolish and replace all utilities within the corridor 
at the same time under the same project. 

Planning for the Schoenbar project goes back a long way. A 2014 voter approved bond 
authorization included proposed water and wastewater funding for Schoenbar. Portions of those 
bonds went on to fund the Mill Street water project and the Front/Stedman wastewater project. 
Furthermore, they are being used to fund the water meter project. On September 7, 2017 the 
City council approved resolutions 17-2674 and 17-2675 authorizing the submission of loan 
applications for Schoenbar Phase 1. On January 16, 2019 ADEC extended loans for Schoenbar 
Phase 1 from the Alaska Drinking Water Fund (ADWF) in the amount of $1,591,967 with an 
included $648,200 subsidy, and from the Alaska Clean Water Funds (ACWF) in the amount of 
$1,795,197 with an included $500,000 subsidy. The City of Ketchikan has subsequently 
accepted and executed those loan agreements. However, total project costs for a combination of 
Phase 1, Phase 2 and the Raw Water portions is estimated at $11,486,000, and that necessitates 
the submittal of two additional loan requests. The method of funding for the entire project will 
remain the same: City of Ketchikan - Wastewater Division through ACWF loans, and Ketchikan 



Public Utilities - Water Division, through ADWF loans utilizing any available subsidies as 
determined available by ADEC. 

Per information provided by ADEC representatives, the most efficient method to reach 
the goal of obtaining ADEC loan funding for the entire project is to submit a new loan 
questionnaire that combines the Schoenbar Phase 1 and Phase 2 drinking water distribution and 
wastewater collection pipe replacement with the replacement of the raw water transmission main 
into one all-inclusive Schoenbar Road Utility Replacement Project. Given an estimated total 
project cost of $11,486,000 that means that an additional $2,125,057 is needed for Wastewater 
and 5,973,779 is needed for Water. As such, our intent is to submit a new questionnaire by the 
next deadline for ADEC loan questionnaires of August 31st. After that, a new ADEC intended 
use plan (IUP) is expected by September 30, 2019. 

The necessary funding for the wastewater portion will max out the remaining available 
2014 wastewater bonding capacity. Furthermore, the necessary funding for the water portion 
will max out the $2,173,613 in remaining 2014 water bonding capacity, and will require 
$3,800, 166 more bonding authority for the water component. To this end, a five million dollar 
voter bond authorization ballot proposition for water has been prepared, and is set to be voted on 
in the upcoming October 15

\ 2019 election. The remaining portion of the five million dollar 
2019 bond authorization will then be used to perform a condition assessment of the additional 
existing+/- 3000 feet of 36" ductile iron raw water transmission pipe, and repair or replace any 
additional deficient segments. 

Given a positive ballot proposition result and a new inclusive project listing on the IUP, 
the City Council will be in a position to review, and authorize the execution of two new loan 
offers in time to allow for construction to begin by the spring of 2020. 

Recommendation: 

It is recommended that the City Council approve the submittal of an Alaska Clean Water 
Fund request in the amount of $2,125,057 in addition to the $1,795,197 loan offer already 
secured, and an Alaska Drinking Water Fund request in the amount of $5,973,779 in addition to 
the $1,591,967 loan offer already secured to fund a combined Schoenbar Road Utilities 
Replacement Project. 



Water Wastewater Total Notes: 

Voter Approved Bonding Capacity $ 5,000,000 $ 5,000,000 
Mill St Project loan $ (632,620) 

Front/Stedman Project loan $ (329,746) 
Post Revised Authorization $ 4,367,380 $ 4,670,254 

Encumbered Projects 
Meters (encumbered) $ (1,250,000) $ (1,250,000) 

Remaining Bonding Capacity $ 3,117,380 $ 3,420,254 
A-Schoen bar Loan - Ph I - Subsidy $ 648,200 $ 500,000 

Actual Bonding Capacity $ 3,765,580 $ 3,920,254 

Unencumbered Projects 
Schoenbar 2019 $ 7,565,746 $ 3,920,254 $ 11,486,000 2019 Estimate 

Loans 
Approved 
A-Schoen bar Loan - Ph I - Loan $ (1,591,967) $ (l , 795,197) 

To Be Requested $ 5,973,779 $ 2,125,057 

Check: 
Bonding Cap Needed $ 3,800,166 $ 



Schoenbar Road Utilities Replacement Project 

Extents of combined project 

UV Facility and Second point 
of Chlorination 
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The materials available at this web site are for informational purposes only and do not constitute a legal document. 
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December 22, 2010 Leak 
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August 15 , 2019 

Mayor Sivertsen summarized as determined appropriate the Council direct staff to compile 
comments based on previous discussions and input, and bring back for Council consideration at 
the meeting of September 5, 2019. 

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

Resolution No. 19-2749 - Providing for Submission to the 
Oualined Voters of the City at the Regular Eledion to be Held 
in the City on Odober 1, 2019, of a Proposition as to Whether 
the City Should Issue its Ketchikan Public Utilities Revenue 
Obligations in a Principal Amount not to Eueed $5,000,000 to 
Finance the Cost of Emergeno Water Line Reoairs and 
Replacements in the Seboenbar Road Area of the City 

Moved by Flora, seconded by Kiffer the City Council approve Resolution No. 19-2749 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 
Utiiities revenue obligati<>ns in a principal amount not to exceed $5,000,000 to finance the cost 
of emergency water line repairs and replacements in the Schoenbar Road area of the City; and 
establishing an effective date. 

Mayor Sivertsen indicated the City is asking for an additional $5 million for emergency water 
line repairs and replacements. He questioned if this is to replace the force main from Walker 
Field to the tank. 

Assistant Water Division Manager Brakke said the additional $5 minion is needed to complete 
~he replacement of 1,200 feet of the 36 inch raw water main along with the other portions of 
~istribution water line in that segment of Schoenbar Road. He said this money will also be used 
to conduct a pipeline condition assessment of the remaining 3,000 feet. 

CoWlCilmember Flora questioned the age of the existing pj e in that area. 

Assistant Water Division Manager Brakke in answer to Councilmember Flora, indicated the pipe 
is the same age as what is being repaired. He indicated they want to make sure the pipe is 
replaced where they have had breaks and then do a good condition assessment of what's left 
based on its age. 

Mayor Sivertsen asked what the debt service would be on this. He questioned if this is the main 
feed waterline to the tank from the lake so there is no side service. 

Finam:e Director NeweU said he didn't have that infonnation on hand, but he could provide to 
the Council at their next meetirlg. 

Assistant Water Division Manager Brakke in answer to Mayor Sivertsen' s question, said this is 
the only pipe that leads from the water source to the UV Plant for treatment and then into the 
main reservoir. He indicated their plan for the center segment repairs include a bypass water 
suppl)'. 
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August 15, 2019 

f ouncilmember Flora said the City needs to come up with a better mechanism other than bonds 
to fix emergencies. He said he bas no choice but to vote yes, but this doesn' t leave the 

ommunity many options. 

Moti0;11 passed with Williams, Flora, Bergeron, Kiffer, Coose, Gage and Zenge voting yea. 

APPROVAL OF VOUCHERS 

Moved by Flora, seconded by Kiffer for approval of vouchers to Ketchikan Daily News in the 
amount of $4,807 .67. 

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

CITY MANAGER'S REPORT 

Schedule of General Government and KPU Appropriated 
Reserves Through the City Council Meeting of August l, 2019 

In his report, Manager Amylon provided the Council a schedule of the current balance of 
Appropriated Reserves of the General Government and KPU through August 1, 2019. 

Preparation of 2020 General Government/Ketchikan Public 
Utilities Operating and Capital Budgets 

Manager Amylon attached for Council review a copy of the 2020 budget calendar. He said 
assuming no changes are requested, the draft 2020 General Government and KPU Operating and 
Capital Budgets will be submitted to the City Council on November 7, 2019. 

Stedman Street/Deermount Street Intersection Pedestrian Crossing 

Manager Amylon attached for Council review a memorandum from Public Works Hilson that 
addresses the concerns that were raised regarding the effectiveness of the push button activated 
LED crosswalk signs at the intersection of Stedman and Deermount Streets. He said if the 
Council concurs with the option of petitioning the Department of Transportation & Public 
Facilities for the installation of a Rectangular Rapid Flashing Beacon (RRFB), staff can prepare 
the request accordingly. 

Cruise Vessel and Tour Bus Emissions 

Assistant Manager Simpson provided for Council review three memoranda from City Attorney 
Seaver, Port & Harbors Director Corporon and Public Works Director Hilson which detail what 
is currently in place by either the City or State of Alaska to control emissions and what options 
the City has to further implement air quality standards locally through consultation and a 
cooperative agreement with the Alaska Department of environmental Conservation (ADEC), she 
went on to say an area-wide air quality program should be discussed with the Ketchikan 
Gateway Borough if the City Council wishes to explore a local air quality program through 
consultation with the ADEC. 
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February 21, 2019 

Councilmember Kiffer said on some level he agrees with the Mayor Sivertsen' s concerns about 
funding programs not infrastructure. He indicated the problem is even in the grant world they 
only pay for programs and not infrastructure or staff. He said for us this is our biggest issue and 
we need to be flexible. 

Motion passed with Kiffer, Isom, Flora, Gage and Coose voting yea; Zenge and Bergeron absent. 

The recommended amounts totaled: 

First City Homeless Warming Center and Day $ 59,000.00 
Shelter 
KTN Committee for the Homeless - PA TH $ 55,000.00 
TOTAL $114,000.00 

Resolution No. 19-2725 - Aooro-ving Loan Nos. 481151 and 
481201 to the City by the Alaska Department of 
Environmental Conservation, as Authorized by OrdinaMe No. 
18-1867; Approving Forms of the Loan Agreements; Affirming 
the City's Junior Lien Pledge of Revenue of the Municipal 
Wastewater Utility to Secure Payment of the Loans 

Moved by Kiffer, seconded by Isom the City Council approve Resolution No. 19-2725 
approving Loan Nos. 481151 and 481201 to the City by the Alaska Department of 
Environmental Conservation, as authorized by Ordinance No. 18-1867; approving forms of the 
loan agreements; affirming the City's junior lien pledge of revenue of the municipal wastewater 
utility to secure payment of the loans and establishing an effective date. 

Motion passed with Kiffer, Isom, Flora, Gage and Coose voting yea; Zenge and Bergeron absent. 

Increasing the Annual Compensation of the City 
Manager/KPU General Manager 

Moved by Flora, seconded by Gage the City Council increase the annual compensation of the 
city manager/KPU general manager from $195,578 to $220,000 effective January 1, 2019. 

Councilmember Flora provided data for other people who have genuine concerns. He stated 
since the positions of city manager and KPU general manager were combined in 1999, 35% of 
that time Manager Amylon received no compensation increase. He informed during that same 
time four administrative positions were eliminated, and in the first year there was a $100,000 
savings to the City. He said in conclusion with the consolidation there was a 75% reduction in 
administrative staff. 

Councilmember Isom said she has read the letters and seen the Facebook posts, and will still 
support this motion. 

Councilmember Kiffer said he was not in the executive session, and was sure the results were 
positive. He felt at this time he was not ready to support a 12.5% salary increase. 

Moved by Kiffer, seconded by Coose to amend the motion to increase the annual compensation 
of the city manager/KPU general manager from $195,578 to $205,328 effective January 1, 2019. 
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February 21 , 2019 

Manager Amylon agreed with the problem. He said until we get through the Governor' s budget 
he would recommend the Council wait on this to see how things go in Juneau in terms of the 
impact of the Governor's budget, not only on the City but the Borough and the community as a 
whole. 

Mayor Sivertsen asked for a show of four hands to send a letter of support to Juneau. Two hands 
were shown. It was the consensus of the Council to follow Manager Amylon's recommendation 
at this time. 

Resolution No. 19-2726 - Approl'ing Loan Nos. 481081 and 
481191 to the City by the Alaska Department of 
Environmental Conservation, as Authorized by Ordinance No. 
18-186(); Approving Forms of the Loan Agreements; Affirmiag 
the City's Junior Lien Pledge of Revenue of Ketchikan Public 
Utilities to Secure Payment of the Loan 

Moved by Kiffer, seconded by Flora the City Council approve Resolution No. 19-2726 
approving Loan Nos. 481081 and 481191 to the City by the Alaska Department o 
Environmental Conservation, as authorized by Ordinance No. 18-1866; approving forms of the 
loan agreements; affirming the City's junior lien pledge of revenue of Ketchikan Public Utilities 
to secure payment of the loans; and establishing an effective date. 

Motion passed with Kiffer, Isom, Flora, Gage and Coose voting yea; Zenge and Bergeron absent. 

APPROVAL OF VOUCHERS - None 

CITY MANAGER'S REPORT 

Manager Amylon said his office is in the process of assessing the impact of Governor 
Dunleavy's budget. He indicated the real hit for the City will be the loss of the fish tax if 
sustained. He noted several years ago the City Council removed those revenues from the General 
Fund and now go to the Harbors and KPU. He said he was working with Ray Matiashowski and 
felt by the meeting of March 7, 2019 staff will have a more defined statement to give the Council 
as to the impacts of the Governor's budget. 

Schedule of General Government and KPU Appropriated 
Reserves Through the City Council Meeting of February 7, 
2019 

In his report, Manager Amylon provided the Council a schedule of the current balance of 
Appropriated Reserves of various funds of General Government and KPU through the City 
Council meeting of February 7, 2019. 

Insurance Coverage of Occurrence of Imposter Fraud 

Manager Amylon updated the Council with a memorandum from Finance Director Newell 
regarding the cyber theft that occurred at the Port & Harbors Department on December 6, 2018. 
He informed the City received a check for $17,005.90 from the insurance company after the 
City' s deductible. 
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