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CITY OF KETCHIKAN, ALASKA
RESOLUTION NO. 21-2829

A RESOLUTION OF THE COUNCIL OF THE CITY OF KETCHIKAN,
ALASKA APPROPRIATING FROM THE KETCHIKAN PUBLIC
UTILITIES ENTERPRISE FUND FOR THE FISCAL YEAR 2022; AND
ESTABLISHING AN EFFECTIVE DATE

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

Section 1: The budget for the year 2022, entitled KETCHIKAN PUBLIC UTILITIES
2022 OPERATING AND CAPITAL BUDGET, is hereby adopted.

Section 2: The sum of $62,579,140 as shown in the following items of appropriations is
appropriated for the Ketchikan Public Utilities Enterprise Fund of the City of Ketchikan, Alaska for
the fiscal year beginning January 1, 2022:

Item of Appropriation Total

General Manager $ 335,010
Sales, Marketing & Customer Service 3,147,742
Electric 23,887,614
Telephone 17,163,143
Water 5,110,288
Transfer to KPU Facilities and Infrastructure Replacement Fund 250,000
Appropriated Reserves 12,685,343
Total Appropriations § 62,579,140
Section 3: The sum of $1,500,000 as shown in the following items of appropriations is

appropriated for the Ketchikan Public Utilities Facilities and Infrastructure Replacement Fund of the
City of Ketchikan, Alaska for the fiscal year beginning January 1, 2022:

Item of Appropriation Total
Appropriated Reserves 1,500,000
Total Appropriations $§ 1,500,000
Section 4: This resolution shall become effective immediately upon adoption.

PASSED AND APPROVED by a duly constituted quorum of the City Council for the City

of Ketchikan on this 16" day of December, 2021, %‘

Dave Kiffer, Mayor

ATTEST

A
s djﬂ’/m[/ eA

K1m\Stanker City Clerk

Resolution No. 21-2829 Page 1



KIPU

Your Community, Your Utility

November 4, 2021

The Honorable David Kiffer
and Members of the City Council
City of Ketchikan, Alaska
334 Front Street
Ketchikan, Alaska 99901

Pursuant to Section 5-2 of the Ketchikan City Charter, the proposed 2022 Operating and Capital
Budget (the “2022 Budget”) for Ketchikan Public Utilities (KPU) is respectfully submitted. In
accordance with Section 5-4 of the Charter, the City Council must adopt a final spending plan no
later than the third day before the beginning of the next fiscal year, which is December 29, 2021.
At least one public hearing on the proposed budget is required prior to adoption of the final
spending plan.

INTRODUCTION

The 2022 Budget attempts to reflect the ongoing efforts of the City Council to maintain and
deliver cost effective electric, telecommunications and water utility services to the community
of Ketchikan. Staff believes that the proposed spending plan for 2022 effectively balances the
available financial resources of KPU against the utility service needs of the community. The
programs and services contained within the proposed spending plan were developed by the KPU
Division Managers and were subsequently reviewed and modified as necessary by the Offices of
the General Manager and the Finance Director. The operating goals and programs of the Electric,
Telecommunications and Water Divisions were predicated on the continuation of basic service
delivery and long-range issues that manifested themselves over the course of the past year and
during the development of the Capital Improvement Program.

The economic issues facing the community of Ketchikan were considered during the preparation
of the proposed spending plan for KPU. Although KPU is not supported by tax dollars, it does
depend on its residential and commercial ratepayers to provide the resources necessary to



finance its operations. The table below lists key operating statistics for KPU for the past ten years.

Number Energy Telecom
of Electric Sales - Access Water
Year Customers MWh Lines Customers
2011 7,443 164,714 7,057 3,247
2012 7,518 172,190 6,434 3,243
2013 7,514 170,282 6,083 3,244
2014 7,606 167,939 5,863 3,162
2015 7,694 163,896 5,723 3,163
2016 7,741 165,107 5,611 3,203
2017 7,799 175,448 5,351 3,220
2018 7,838 167,534 5,274 3,238
2019 7,867 164,000 5,043 3,194
2020 7,866 166,832 4,545 3,192

The growth in electric customers continues to average less than 1% annually since 2011. The
demand for energy is generally trending upward but continues to fluctuate annually. Under
normal operating conditions, the electric utility’s energy sales tend to fluctuate from year-to-year
due to variable weather conditions, customer demographics and demand, and the effectiveness
of energy conservation measures. In 2017, a new record high of 175,448 MWh was set but was
followed by a 10-year low of 164,000 MWh in 2019. The decrease in energy sales in 2019 was
caused by a drought that impacted most of Southeast Alaska. During the drought, lake levels
reached record lows and utility consumers were encouraged to conserve energy in order to
reduce consumption and limit the amount of diesel power required to make up the shortfall.

Over the same period, the number of telecommunication access lines declined on average by
about 4.26% annually. Competition from GCI, a full service telecommunications company, and
wireless phone carriers have made significant inroads into the local market for
telecommunication services. KPU Telecommunications has overcome this loss of customers by
expanding into television, internet and wireless services.

Growth in the number of water customers has remained relatively static for the past 10 years.
This is primarily due to the limited availability of property for development within boundaries of
the City and stagnant business and population growth in the community. The water utility does
not serve residents and businesses located outside the boundaries of the City. The dip reported
in 2014 was due to the transition to the new utility billing system. The old utility billing system
did not properly exclude certain inactive accounts from the customer counts.

MAJOR BUDGET AND FISCAL ISSUES
During the course of preparing the proposed KPU budget for the next fiscal year, certain issues

were identified that may affect the long-term finances of KPU, its operations and the proposed
spending plan for 2022. Staff believes that the City Council should be aware of these issues and



may want to consider them during its budget deliberations. Each issue is outlined below along
with recommendations from staff, if warranted. In most cases, staff has incorporated its
recommendations into the proposed budget in order to show the effects of the
recommendations on the draft spending plan. Staff recognizes that the final resolution of these
issues will be determined by the City Council and that the proposed spending plan may be
adjusted accordingly.

Utility Rates: Management continues to express concerns about the adequacy of current utility
rates to finance the cost of operations, including rising personnel costs, the capital cost
associated with the replacement or maintenance of aging utility infrastructure, and the cost of
complying with unfunded mandates imposed by federal and state regulatory bodies. These
concerns can be best understood by reviewing the following table, which summarizes the
operating net income (loss) results of KPU by utility for the past ten years.

2011 - 2020
Audited
Year Total Electric Telecom Water
2011 1,093,603 305,728 1,189,851 (401,976)
2012 (616,243) 193,063 (50,793) (758,513)
2013 (1,015,060) (643,319) 711,724 (1,083,465)
2014 (1,324,308) (995,699) 532,426 (861,035)
2015 (1,669,237) (910,631) (66,516) (692,090)
2016 (1,491,341) (1,231,491) 149,376 (409,226)
2017 1,731,165 114,926 1,945,067 (328,828)
2018 1,125,607 (1,238,149) 2,786,145 (422,389)
2019 980,548 (658,876) 2,046,612 (407,188)
2020 (146,040) 378,765 (334,263) (190,542)

Several observations can be made from reviewing the Summary of Net Income (Loss):

e The water utility continues to experience operating losses. The loss in 2020 was reduced
due to the deferral of capital improvements and one debt service payment for the utilities
ADEC loan payments. The State of Alaska offered municipalities the option to defer one
payment for each of its six ADEC loans due to the COVID-19 pandemic. Even though these
deferrals were made in 2020 and significant progress has been made in reducing the
operating deficit of the water utility by rate increases that have been approved by the
City Council a deficit still remains. During this period, the water utility has been forced to
bear the added cost of deferred maintenance due to the failure of some of its aging
infrastructure.

e While 2020 looks like it has improved the electric utility’s financial position the utility has
done very little to reduce the electric utility’s overall net deficit over the last ten years.



The improvement that took place in 2017 was primarily due to the $1.4 million rebate
that was received from SEAPA. The improvement in 2020 was due a number of staff
vacancies and the deferral of capital improvements due to the COVID-19 pandemic.

e The telecommunications utility increased its operating costs with the addition of the
subsea fiber optic cable that was placed in service in 2020 and the increase in personnel
costs due to a compensation plan that was implemented late 2019. The industry it
operates within is very dynamic and subject to frequent changes in technology, which
requires the utility to use its earnings to upgrade its infrastructure. Historically, the City
has followed a strategy of using the earnings of the telecommunications utility to
subsidize the electric and water utilities. While this strategy may have worked in prior
years, it is becoming more difficult to sustain. A perfect example of this occurred in 2020,
with the construction of an undersea fiber optic cable between Ketchikan and Prince
Rupert, BC, Canada. The telecommunications utility will need its earnings to make the
debt service payments on this new bond, which places the utility as a whole in a more
precarious financial position.

e The Summary of Funding by Operating Utility on page C-4 further illustrates the concerns
regarding the inadequacies of the current rate structure. This summary shows how each
utility is able to cover its operating and capital costs through the rates it charges their
customers in 2022. The telecommunications and water utilities are able to cover all of
their operating costs and a portion of their capital costs through rates. This schedule does
not show is the debt service that is expected upon completion of the Schoenbar Raw
Water Main project. Upon completion of this project the water utility will require
contributions from reserves for its capital costs due to the increase in debt service costs.
The electric utility requires a contribution of $1.17 million from reserves to cover its
operating costs and $2.93 million for its capital costs in 2022. The electric utility is unable
to pay for any of its capital costs from operations and must rely on grants, bonds or
reserves. Grant funding is in short supply due to the fiscal challenges facing the State of
Alaska. Debt financing is attractive at the moment because the bond markets are
currently in a low interest rate cycle. Unfortunately, relying on debt to finance capital
improvements will result in interest costs, which are ultimately passed on to the rate
payers, and KPU’s bond covenants require that for every dollar of debt service, KPU must
generate at least $1.25 of net revenue to satisfy debt service coverage requirements. If
current revenues are not sufficient, they must be increased before debt can be issued.

Management continues to recommend that the City Council work towards making each utility
capable of standing on its own financially. This is going to be especially critical if the water utility
is eventually required to finance and construct a filtration plant. A financially strong Ketchikan
Public Utilities is going to be a prerequisite for issuing the bonds that will be required to finance
this plant. The process should start with controlling costs for each utility and adjusting the rates
to cover the costs of each utility without subsidies. Consideration should also be given to
financing more capital improvements from operations.



Water Filtration: The municipal water system owned and operated by KPU is working with the
State of Alaska to avoid filtration and still meet certain water quality standards established by
the Environmental Protection Agency and the Alaska Department of Environmental Conservation
(ADEC). If an alternative to filtration is not granted, KPU may be required to finance and
construct a water filtration plant to treat all the water distributed in KPU’s municipal water
system. The capital cost of this plant is approximately $70 million, with approximately $2 to S3
million in additional annual operating expenditures. In 2020, KPU and ADEC met to discuss
options that would eliminate the need to construct an expensive water filtration plant. In May
of 2021, KPU entered into a Compliance Order by Consent with ADEC to seek an Alternative to
Filtration designation. These discussions are ongoing and no determination has been made if any
of options under review would satisfy the water quality standards.

Diesel Generation: The drought that took place in Southeast Alaska in 2019 served to reinforce
the importance of having reliable sources of generation to meet the demand for electricity from
the customers of the City owned electric utility. The lesson learned was that the communities
of Ketchikan, Wrangell and Petersburg cannot always rely upon the hydroelectric generation
facilities of KPU and the Southeast Alaska Power Agency (SEAPA) to meet the consumer demand
for energy. The close proximity of hydroelectric generation facilities operated by KPU and SEAPA
increases the risk that the facilities of both entities will experience droughts and other adverse
weather conditions simultaneously. This raises the importance of including reliable diesel
generation into KPU’s strategy for addressing consumer demand for electricity.

During the most recent drought, KPU learned that its current diesel generation facilities are
showing their age and lack the capacity to provide power during an extended drought. Two of
the four main diesel generators located at the Bailey Power Plant are 50 years old, one is 44 years
old and one is 22 years old. KPU needs to begin planning for the permitting and acquisition of a
new generator similar to the four generators that are housed at the Bailey Power Plant. The cost
a new generator will most likely exceed $20 million and will require approval from the voters to
issue a revenue bond to finance the acquisition and installation of the new generator. The annual
debt service required for a $20 million bond plus a $1,665,000 reserve account at an interest rate
of 4.5% is about $1,665,000 and would require a 9% across the board electric utility rate increase
to provide for annual debt service sufficient enough to satisfy the debt coverage requirements
of KPU’s bond covenants.

COVID-19: KPU has fared satisfactorily during the COVID-19 pandemic. Adequate reserves
buoyed by the adopted COVID-19 pandemic budget mitigation plan and the need for essential
electric, telecommunications and water services has helped to stabilize KPU’s finances. The
CARES Act distributions to the community by the City and the Borough also played an important
role in 2020 by providing additional financial resources to residents and businesses that enabled
them to pay their utility bills. In 2021 the Federal Government is working with State agencies to
implement various financial assistance programs that allow community members to apply for
those programs directly. Once the emergency declaration expires and financial assistance
programs come to an end, KPU may see an increase in delinquent accounts. KPU needs to
continue to carefully monitor its cash flows. Billable services need to convert to cash so KPU can



pay its employees and vendors. KPU has been aging its receivables monthly and efforts have
been made to work with customers to continue to make payments on outstanding balances, but
no definitive trends have materialized to suggest that a significant change in KPU’s monthly cash
flows is occurring with the exception of telecommunications utility customer accounts. The
number of accounts that are more than 30 days old has swayed from 818 or 20.5% in December
of 2019, to a high of 1,207 or 30% in October of 2020 to a current count of 688 or 16.6% in
September of 2021, at the same time the total balance over 30 days was $200,686 or 20.4%,
$226,589 or 22.0% and $129,764 or 14.2% respectively. KPU will continue to monitor its cash
flows in the event that the situation changes and requires action by the City Council.

SIGNIFICANT BUDGET ASSUMPTIONS

In order to present a complete spending plan for 2022, it was necessary for management to make
certain assumptions regarding the operations and finances of KPU. Management recognizes that
some of the assumptions will require further direction from the City Council and that the
direction provided may result in different assumptions, which could materially affect the
proposed spending plan. The key assumptions used to compile the spending plan for 2019 are
as follows:

e Staffing levels will remain the same as 2021 except for the addition of one apprentice
journeymen for the water utility. Compensation is also expected to remain the same
except step increases required by the compensation plan and collective bargaining
agreements have been programmed for all eligible employees. No cost of living
adjustments have been programmed.

e Most employee benefit costs have not been programmed to increase. There are two key
exceptions - health insurance and pensions. The increase in the cost for health insurance
will be shared equally between KPU and its non-represented employee and in accordance
with a tiered formula for its represented employees. Increases in retirement costs will be
limited to rising salaries and wages caused step increases and assumes that the State of
Alaska will not raise the current PERS employer contribution rate of 22 percent and the
unions will not raise employer contribution rates.

e The Southeast Alaska Power Agency notified the City that it had plans to increase the
wholesale power rate of 6.8 cents per kWh to 7.05 cents per kWh, effective June 1, 2021.
SEAPA has yet to implement a rate increase but has stated it may be forthcoming. In
anticipation of these increases, KPU raised its rates 1.5% to be able to fund the wholesale
power rate of 7.05 cents per kWh, effective June 1, 2021.

e There will not be a purchased power rebate from the Southeast Alaska Power Agency in
2021. A Whitman Lake true-up payment has been projected for 2022. Wet weather has
increased the odds that the SEAPA owned dam will spill and trigger an annual Whitman
Lake true-up payment.



e Rate increases have been programmed for the water utilities and spread over a two year
period resulting in a four percent rate increase for the water utility in 2022 and 2023. This
rate increase is necessary in order to continue efforts to reduce the water utility
longstanding operating deficit, fund the upcoming debt service for the Schoenbar Raw
Water Main Replacement and comply with KPU debt covenants.

e Liability, auto, and property insurance premiums have been programmed to increase by
20%, 2.5% and 7.5%, respectively. KPU’s liability, auto and property insurance policies
expire onJuly 1, 2022 and, therefore, the renewals overlap the KPU’s calendar fiscal year.
The increases are due to the addition of a new cyber policy reflecting the increased costs
related to cyberattacks, phishing and e-mail fraud in addition to poor claims experience
in the property, casualty and liability markets. The rising cost of construction and
materials is also having an impact on replacement values. The City has been required to
increase its replacement values to ensure that its facilities are adequately insured.

e Workers compensation insurance policies also expire on July 1, 2022 and overlap the
KPU’s calendar fiscal year. Premiums for workers compensation insurance have been
projected to increase by an overall 5% on July 1, 2022. Premiums for workers
compensation are based on staffing demographics and the rates set for each employee
classification by the National Council on Compensation Insurance. As a result some
departments may experience an increase in the cost of workers compensation by more
than 5% and others will experience an increase of less than 5%.

e Annual debt service has been programmed to decrease slightly in 2022 due to the
refunding of the Electric Division’s Whitman bond. Favorable market conditions caused
by the COVID-19 pandemic resulted in the lower interest rates that will reduce debt
service by $15,283.

e Divisions were directed to reduce operating expenditures in order to keep the requests
for 2022 appropriations at the amounts approved in 2021. Divisions were also directed
to reduce capital expenditures by deferring non-essential projects to the extent that such
deferrals would not result in substantial deferred maintenance costs.

The Proposed 2022 Budget is a working document intended to initiate discussion by the City
Council and the public over next year’s spending plan. As the City Council and the public review
and evaluate service delivery and long-range issues, alternate concepts and additional concerns
may materialize that will warrant further consideration. It is staff’s desire that the final product
which emerges from this process will be a spending plan for 2022 that is acceptable to the
community at large and will allow KPU to continue to provide adequate and reliable electric,
telecommunications and water services to its customers.



FINANCIAL OVERVIEW OF THE KETCHIKAN PUBLIC UTILITIES
2022 ANNUAL OPERATING AND CAPITAL BUDGET

The 2022 Budget includes all operating and support divisions of KPU. The total amount
requested for appropriations is $47.74 million, a decrease of $9.16 million from the amount
appropriated with the adoption of the 2021 Budget. The key components of total appropriations

for 2022 and a comparison with 2021 appropriations are as follows:

2021 2021 2022
Budget Estimate Budget
Operating Expenditures S 38,243,207 S 36,484,444 38,916,332
Debt Service 2,919,455 2,919,455 2,904,172
Payment in Lieu of Taxes 786,000 786,000 845,600
Total Cost of Operations 41,948,662 40,189,899 42,666,104
Facilities & Infrastructure Fund 250,000 250,000 250,000
Capital Expenditures 14,951,377 12,860,147 5,075,132
Total Expenditures 57,150,039 53,300,046 47,991,236
Appropriated Reserves 9,860,146 16,777,777 12,917,554
Total Appropriation S 67,010,185 $ 70,077,823 60,908,790
Number of Employees 115.50 115.50 116.50
Facilities & 2022 Appropriations
Infrastructure CapiFaI Payment in Lieu of
Fund Expenditures
0.4% 8.3% Taxes
1.4%

Appropriated

Debot Reserves
4.8% 21.2%
Operating
Expenditures
63.9%

The balance of this overview will include a discussion and analysis of the following areas: (1)
revenues; (2) expenditures; (3) personnel; (4) debt management; and (5) compliance with City



Council mandated financial objectives.

For additional summary information regarding the proposed spending plan for 2022, please refer

to the “C” pages in the budget document.

REVENUES

Operating revenues for utility services in the amount of $43.37 million have been programmed
for 2022. The table below identifies the major revenue sources by operating utility.

2020 2021 2021 2022
Actual Budget Estimate Budget
Electric $19,004,981 S 18,747,600 $ 19,174,376 $ 19,057,100
Telecommunications 19,422,852 18,547,000 19,524,700 19,549,800
Water 4,241,034 4,461,450 4,404,900 4,759,500
Other 286,894 124,000 114,000 114,000
Total $42,955,761 S 41,880,050 $ 43,217,976 S 43,480,400
2022 Revenues
Water Other
10.9% 0.3%

Telecom
44.1%

Electric
43.8%

Electric Revenues: The projection for 2022 electric utility revenues is based on a two-year
average of energy sales and the projected average electric revenues per kWh, adjusted for rate
increases, new loads and other trends such as conversions from heating fuel to electric heat.
There are four variables that can significantly affect the consumer demand energy and revenue

projections.

e Cold temperatures and high winds increase the demand for electric energy. This occurred
in 2017 when cooler weather resulted in record sales of 175,448 MWh of electricity.



Warmer weather decreases demand.

e The general state of the economy. A strong economy usually generates a strong demand
for energy. A weak economy has the opposite effect.

e The rise in the price of heating oil can result in some businesses and residents switching
from heating their businesses and homes with fuel to electricity.

e Rate increases can trigger conservation efforts which tend to lower the demand for
electricity.

In 2020, the electric utility sold 166,832 MWh of energy. The estimate for 2021 is 166,249 MWh
and the projection for 2022 is 166,540 MWh. The revenue forecast for 2022 is based on a two-
year average of consumption. The table below summarizes the major operating revenues of the
Electric Division.

2020 2021 2021 2022

Actual Budget Estimate Budget
Residential S 8,233,105 S 7,816,150 S 8,185,700 S 8,237,200
Harbor 335,972 330,150 331,000 336,500
Business 7,390,872 7,401,850 7,468,800 7,458,400
Industrial 1,815,107 1,911,850 1,871,400 1,864,200
Yard Lights 61,287 61,200 61,900 62,200
Demand 520,603 543,000 526,200 528,100
Street Lights 131,770 131,900 131,700 131,700
Energy Sales 18,488,716 18,196,100 18,576,700 18,618,300
Diesel Surcharge (3,994) - - -
Other 520,259 551,500 597,676 438,800
Total $ 19,004,981 S 18,747,600 $ 19,174,376 S 19,057,100

Telecommunications Revenues: The Telecommunications Division derives its revenues from three
primary sources: regulated local network phone services; regulated network access services; and
non-regulated services such as DSL, IPTV, wireless and sales of PBX systems. The table that follows
summarizes the major operating revenues of the Telecommunications Division.



2020 2021 2021 2022

Actual Budget Estimate Budget

Local Network Services $ 1,920,503 S 1,847,000 $ 1,852,400 $ 1,834,300
Network Access Services 8,285,901 8,046,000 8,348,600 8,243,800
IP Network - DSL and IPTV 5,866,499 5,378,000 6,025,000 6,154,500
4G/LTE 3,069,750 3,075,000 3,081,900 3,081,900
Directory Revenue 116,835 - 6,500 -
Miscellaneous 163,364 201,000 210,300 235,300

Total $19,422,852 S 18,547,000 S 19,524,700 S 19,549,800

Revenues from local network services continue to decline. The decline in local network services
is primarily the result of residential customers dropping wireline phone services and subscribing
to broadband only service.

Interstate network access services, or separations revenues, are not expected to increase and
should remain stable for the immediate future as a result of the recent approval of the Alaska
Plan. Under this plan, revenues earned from certain network access services were frozen for a
10-year period that ends in December 31, 2026. Intrastate network access services have been
declining and will continue to decline because of new regulations that cap the earnings of the
Alaska Universal Service Fund (AUSF) at 10%. In addition, the state revenue base, which is based
on local phone service, continues to decline as customers switch over to wireless phone services.

Revenues earned by the IP network have been in a holding pattern due to the local market
maturing. The telecommunications utility continues to offer new products, technologies and
services in order to attract new customers and retain existing customers. For example, there
was an increase in the demand for IP network services brought on by more people working or
attending school from home. The telecommunications utility will continue to see declines in IPTV
revenues as customers drop linear TV in favor of video streaming services such as Netflix, Hulu,
AppleTV, and Amazon Video. This has resulted in a nationwide trend that is leading to an increase
in the number of customers opting for broadband only service. The telecommunications utility’s
new undersea fiber cable that was placed in service in October 2020 will increase the utility’s
ability to meet the current and future bandwidth demands of its customers for at least the next
30 years. Since the activation of the undersea fiber cable has allowed the utility to significantly
lower its transport costs, no rate increases for IP product lines have been programmed for 2022.

Since its rollout in 2014, revenues from 4G/LTE services have grown rapidly and have become a
major product line for the telecommunications utility. The number of customers using the
telecommunication utility’s 4G/LTE networks servicing the Ketchikan and Skagway markets
continued to expand. Growth in cruise ship passenger traffic has also increased the demand for
KPU 4G/LTE services. A new agreement reached with KPU’s 4G/LTE partner, Verizon Wireless, in
2019 will ensure that these revenues will remain stable during the period covered by the
agreement.



Water Revenues: The operating revenues of the Water Division for 2022 have been projected
to increase by $285,050 from the amount budgeted for 2021. The return of cruise ships in 2022
is expected to generate more water sales revenues by about $90,000 in 2022 in addition to the
4% rate increase programmed to become effective on April 1, 2022. The table that follows
summarizes the major operating revenues of the Water Division.

2020 2021 2021 2022
Actual Budget Estimate Budget
Residential S 1,863,940 $ 1,934,200 S 1,948,800 $ 2,031,500
Apartment 395,635 413,000 409,200 426,500
Business 1,427,747 1,491,200 1,498,500 1,562,100
Industrial 101,502 105,500 105,300 109,800
Seafood Processors 343,420 362,100 354,600 369,600
Port - 77,250 7,600 167,500
Raw Fish Tax 71,207 34,500 34,500 34,500
Miscellaneous 37,583 43,700 46,400 58,000
Total S 4,241,034 S 4,461,450 S 4,404,900 $ 4,759,500

Beginning in 2015, the City Council directed that a portion of the proceeds from the State of
Alaska’s Raw Fish Tax Program be directed towards supporting the operations of the water utility
and minimizing the losses that are occurring because seafood processor water rates are
subsidized by other customer rate classes. The formula was changed in 2017 from a fixed amount
of $100,000 annually to 23% of the annual raw fish tax payment. In 2019, the City received a
payment of $331,617 from the State of Alaska, the water utility’s share was $76,272. In 2020,
the annual payment has been projected by the State to decrease to $300,000, of which the water
the utility would receive about $69,000. In 2021, the City is projecting an annual payment of
$150,000 and, under the currently formula, the water utility will receive $34,500. The amount
paid by the State of Alaska is based on market value and the size of seafood harvest.

For more information about KPU operating revenues, please see the “D” pages.
OPERATING EXPENDITURES

Operating expenditures, including debt service and payments in lieu of taxes, in the amount of
$42.6 million have been programmed for 2022, an increase of $717,442 from the amount
appropriated with the adoption of the 2021 Budget. The table below identifies the major
operating expenses by division.



Net Change

2021 2021 2022 Increase

Budget Estimate Budget (Decrease)
General Manager S 361,947 S 333,835 S 302,010 (559,937)
Sales, Marketing &
Customer Service 3,077,059 2,971,935 3,147,742 70,683
Electric 18,979,949 18,252,888 19,318,960 339,011
Telecommunications 15,674,904 15,040,842 15,927,774 252,870
Water 3,854,803 3,590,399 3,969,618 114,815

Total S 41,948,662 $ 40,189,899 S 42,666,104 $717,442

The increase in 2022 operating budget for KPU is due to an overall increase in the cost of supplies
and services needed to operate a utility, the gradual resumption of travel and training budgets
that were reduced 75% in 2021 and the proposed increase in the property tax mill rate.

The overall increases to KPU are the primary cause for the electric utility’s increase $339,011 to
its operating expenditures from 2021. The division also reclassified two positions which is
increasing the wages and benefits associated with the administrative assistant and the senior
SCADA technician.

The telecommunications utility is projecting that in 2022, its operating expenditures will increase
by almost $252,870 from 2021. In 2021 the division reduced travel to reduce operating costs and
manage cash flow during the COVID-19 pandemic.

The water utility is projecting an increase of about $114,815 in operating expenditures primarily
due the addition of an apprentice/trainee waterman position in anticipation of future
retirements.

The Sales, Marketing and Customer Service Division operating expenditures are programmed to
increase by $70,683 from the amount appropriated in 2021. The step increases per collective
bargaining agreements is the primary cause for the increase to personnel services and deferred
equipment replacements are contributing to the overall increase in 2022 budgeted costs.

The following graph identifies operating expenses by operating utility. The cost of operating the
General Manager and the Sales, Marketing and Customer Service Divisions have been allocated
to the operating utilities in the same a manner as shown on page C-2.



2022 Operating Expenses by Utility
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CAPITAL EXPENDITURES

The amount of capital appropriations requested for 2022 is $5.08 million. The table below
identifies the major capital expenses by utility.

2021 2021 2022

Budget Estimate Budget
Electric S 4,031,000 S 2,931,981 S 2,929,000
Telecommunications 2,175,000 2,175,000 1,000,000
Water 8,745,377 7,754,166 1,146,132
Total $14,951,377 $12,861,147 S 5,075,132

2022 Capital Expenses by Utility
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Funding for the proposed capital budget is as follows:

Amount Percentage
Revenues from Operations S 1,495,519 29%
Bonds 650,613 13%
Reserves 2,929,000 58%
$ 5,075,132 100%

Sources of Funding for 2022 Capital Expenses

Reserves Revenues from
57.7% Operations
29.5%

Revenue Bonds
12.8%

Please see the proposed KPU 2022 - 2026 Capital Improvement Program for information about
the projects planned for 2022.

PERSONNEL

The proposed 2022 KPU Budget includes funding for 116.5 full-time equivalent employees (FTE).
Staffing has been increased by 1 FTE due to the addition of an apprentice/trainee waterman
positions to the staff of the water utility.

The cost of personnel services includes salaries and wages for regular and temporary employees,
overtime and employee benefits. Employee benefits include health insurance, retirement,
workers compensation, social security, unemployment and accrued leave. The table below
identifies the major components of the cost of personnel services.



2021 2021 2022

Budget Estimate Budget

Salaries and Wages - Regular Employees S 9,954,460 S 9,265,030 $ 10,096,364
Salaries and Wages - Temporary Employees 114,000 94,930 115,000
Overtime 661,600 753,690 661,600
Payroll Taxes 820,870 772,500 831,800
Pension 1,806,820 1,636,350 1,827,410
Health and Life Insurance 2,930,250 2,552,210 2,982,680
Workers Compensation 218,450 200,780 191,760
Other Benefits 261,620 270,940 272,790
Allowances 134,870 87,340 138,370

Total S 16,902,940 S 15,633,770 S 17,117,774
Number of Employees (FTE) 115.50 115.50 116.50

Number of FTE's by Division
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The total cost of personnel for 2022 is projected to increase by $214,834 to $17.12 million from
the amount appropriated in 2021. Regular salaries and wages are projected to increase by
$141,904 to $10.1 million as a result of step increases for employees whose compensation is not
tied to the journeyman lineman pay scale and the addition of one apprentice/trainee for the



water division. The total increase in the salaries and wages costs has been reduced by staff
turnover.

Health insurance costs for 2022 are projected to increase by $52,430 from what was budgeted
in 2021. Health insurance premiums have been projected to rise by 7.8% in 2022. Under its
collective bargaining agreements with IBEW, KPU will be required to pay 100% of the first five
percent of the increase. The second five percent will be shared equally between KPU and its
IBEW represented employees. The addition of an apprentice/trainee positions will also increase
the cost of health insurance.

Other benefits such as payroll taxes and pension costs that are based on a percentage of
compensation have been programmed to increase because of step increases and added
personnel. Since no cost of living adjustments have been programmed they will not be a factor
in rising benefit costs.

DEBT

In 2022, KPU will have ten outstanding revenue bond issues and one interfund loan totaling
$27.42 million. The table below summarizes KPU’s bond issues that will be outstanding on
January 1, 2022 and the debt service requirements for 2022.

Balance Debt Service
Outstanding Final 2021 2021 2022
Issue January 1, 2022 Maturity Type Budget Estimate Budget

ADEC 481021 1,082,484 2032 Revenue S 107,118 S 107,118 S 107,118
ADEC 481051 3,786,715 2032 Revenue 333,357 333,357 333,357
ADEC 481061 801,328 2032 Revenue 70,544 70,544 70,544
ADEC 481091 70,767 2033 Revenue 6,230 6,230 6,230
ADEC 481121 166,585 2033 Revenue 14,666 14,666 14,666
ADEC 481141 507,833 2035 Revenue 39,100 39,100 39,100
ADEC 481041 549,350 2037 Revenue 36,731 36,731 36,731
Series W - CREB 80,000 2022 Revenue 81,200 81,200 80,600
Series X -Whitman 10,335,000 2032 Revenue 1,058,250 1,049,866 1,044,317
Series Y - Telecom 9,205,000 2038 Revenue 746,050 746,050 745,300
Interfund Loan 831,913 2023 Interfund 426,209 426,209 426,209

Total S 27,416,975 S 2,919,455 $ 2,911,071  $ 2,904,172




The graph below provides a ten-year history of outstanding debt balances for KPU.
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Our newest bond, Series Y was issued for a term of 20 years with an effective interest rate of
2.44% through the Alaska Municipal Bond Bank. Series X was refunded in 2021, also through the
Alaska Municipal Bond Bank. The interest rates for this bond average approximately 1.32% and
is based on the Alaska Municipal Bond Bank Authority’s AAA credit rating. Series W-CREB has
been issued through Banc of America as a clean renewable energy bond and qualified for a
federally subsidized interest rate of .75 percent. The ADEC Series is a group of loans issued
through the Alaska Department of Environmental Conservation’s Drinking Water Loan Program.
KPU has acquired seven loans through this program all with an attractive interest rate of 1.5
percent.

The interfund loan is a loan from three General Government funds. In 2013, the Port, Community
Facilities Development and Self-Insurance Funds loaned the KPU Fund $2.7 million, $700,000 and
$600,000, respectively, for a total of $4 million. The proceeds from the loan were used to finance
the construction of a wireless network and a microwave radio link. The loans will be repaid over
a period not to exceed 12 years with interest at an annual rate of four percent. Annual
installments of $426,209 are required and the loan is expected to be paid in full by December 31,
2023.

KPU is currently required by its bond covenants to maintain debt service coverage of net
revenues equal to 1.25 times annual debt service. This coverage ratio is different from the
requirements of Resolution No. 90-1645, which requires that KPU maintain a debt service
coverage ratio of net revenues equal to no less than 1.5 times annual debt service and no more
than 2.0 times annual debt service. Compliance with Resolution No. 90-1645 is discussed below.
The proposed spending plan is in compliance with the debt service coverage requirements of
KPU’s bond covenants. The projected debt coverage is 2.44. Please see page C-5 for more
information regarding KPU’s projected debt service coverage.



Total annual debt service in the amount of $2,904,172 has been programmed in the 2022 Budget.
On January 1, 2022, the total debt service required to maturity, including interest of $6,126,975,
will be $33,543,950. Please see pages C-6 and C-7 for more information regarding KPU debt.

COMPLIANCE WITH CITY COUNCIL MANDATED FINANCIAL OBJECTIVES

Resolution No. 90-1645, adopted by the City Council in 1990, established certain financial
objectives for KPU. In 2013, the Council adopted a new fund balance policy that superseded the
fund balance policy contained in Resolution No. 90-1645. The new policy requires KPU to
maintain a reserve requirement of no less than 25% of operating expenses. The schedule on
page C-5 documents compliance with the reserve requirement and shows that the proposed
spending plan for 2022 is in compliance. The required fund balance is $9.94 million and the
projected fund balance is $14.48 million. As discussed earlier, KPU is required to maintain a debt
service coverage ratio of annual net revenues between 1.5 and 2.0 times annual debt service.
The debt service coverage ratio for proposed spending plan for 2022 is 1.57 and satisfies the
requirements of Resolution No. 90-1645. Please see page C-5 for more information regarding
the requirements of Resolution No. 90-1645.

CONCLUSION

The 2022 Budget allows for the continuation of important utility services to the community of
Ketchikan. Staff believes that this document provides the community and the City Council with
the opportunity to begin the process of confronting the challenges that lie ahead for KPU in 2022.
Over the next few weeks, staff looks forward to working with the City Council to develop a
spending plan that moves the community quickly to the forefront and permits KPU to continue
to play an important role in shaping the future of the local economy by providing quality and
reliable utility services. Since the COVID-19 pandemic is expected to continue to be a public
health emergency in 2022, the monitoring of cash flows remains a high priority in order to ensure
that KPU will be well positioned to continue to offer its utility services. The City Council and KPU
management should be prepared to take action if events warrant modifications or adjustments
to the spending plan presented in the 2022 Budget.

We would both like to take this opportunity to express our appreciation to the division managers
and their respective staffs for their assistance during the preparation of the KPU 2022 Operating
and Capital Budget. Special thanks go to Financial Analyst Camille Nelson, Executive Assistant
Diane Bixby, Senior Electric and Water Accountant Stan Aegerter, Senior Telecommunications
Accountant Joe Graham, Senior General Government Accountant Patty Keeley, Treasury and
Customer Service Supervisor Meghan Traudt, Grants and Fixed Assets Accountant Cristina Doyle
and Office Services Technician Meadow Muench. Without their efforts and dedication, it would
not have been possible to deliver this document to you in a professional and timely manner.



Respectfully submitted,

/

Lacey G. Simpson Michelle L. Johansen
Acting KPU General Manager Finance Director

(Note: This transmittal letter does not reflect any subsequent action taken by the City Council during its
budget deliberations to modify the spending plan proposed for 2022.)



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Revenues and Appropriation Summary

Funds Available, January 1

Revenues:
Electric
Telecommunications
Water
Other

Total Revenues

Appropriations:
Administration
Sales, Marketing & Customer Service
Electric
Telecommunications
Water
Transfer to Facilities & Infrastucture Replacement Fund

Total Appropriations

Funds Available, December 31

KPU Facilities & Infrastructure Replacement Fund

Funds Available, January 1

Revenues:
Transfer from KPU Enterprise Fund

Total Revenues
Appropriations:
Transfers to KPU Enterprise Fund
Total Appropriations

Funds Available, December 31

Adopted

KPU Enterprise Fund

17,281,458

18,747,600
18,547,000
12,310,127

124,000

49,728,727

361,947
3,077,059
23,010,949
17,849,904
12,600,180
250,000

57,150,039

9,860,146

Adopted

1,000,000

250,000

250,000

1,250,000

2021
Amended

17,281,458

18,747,600
18,547,000
12,310,127

124,000

49,728,727

361,947
3,077,059
23,010,949
17,849,904
12,630,180
250,000

57,180,039

9,830,146

2021
Amended

1,000,000

250,000

250,000

1,250,000

Estimate

19,661,783

19,174,376
19,524,700
11,602,964

114,000

50,416,040

298,835
2,971,935
20,063,719
16,958,242
11,344,565
250,000

51,887,296

18,190,527

Estimate

1,000,000

250,000

250,000

1,250,000

2022
Budget

18,190,527

19,057,100
19,807,400
5,410,113
114,000

44,388,613

335,010
3,147,742
23,887,614
17,163,143
5,110,288
250,000

49,893,797

12,685,343

2022
Budget

1,250,000

250,000

250,000

1,500,000



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Summary of Expenditures - All Divisions

Operating Costs:
Personnel Services and Benefits
Supplies
Contract/Purchased Services
Minor Capital Outlay
Interdepartmental Charges

Operating Costs Before PILOT and Debt Service
Payment in Lieu of Taxes

Operating Costs Before Debt Service
Debt Service

Operating Costs Before Allocation of Overhead

Allocation of Overhead to Operating Utilities:
General Manager
Sales, Marketing & Customer Service

Total Operating Costs

Major Capital Outlay

Total Expenditures
Transfer to KPU Facilities and Infrastructure Fund

Total Appropriations

General
Manager

257,185
3,040
47,975
21,000
5,810

335,010

335,010

335,010

(335,010

Sales,
Marketing &

Customer
Service

2,200,692
102,600
787,020

23,000
34,430

3,147,742

3,147,742

3,147,742

)
(3,147,742)

Electric

6,935,321
8,149,000
1,525,844

32,500
1,407,950

18,050,615
410,932

18,461,547
1,124,917

19,586,464

167,505
818,413

20,572,382

4,301,150
24,873,532

Telecom

5,966,181
888,500
6,361,821
18,000
1,103,220

14,337,722
222,046

14,559,768
1,171,509

15,731,277

150,755
2,203,419

18,085,451

1,431,866
19,517,317

Water

1,867,737
309,611
496,925

3,000
466,515

3,143,788
212,622

3,356,410
607,746

3,964,156

16,750
125,910

4,106,816

1,146,132
5,252,948

Total

17,227,116
9,452,751
9,219,585

97,500
3,017,925

39,014,877
845,600

39,860,477
2,904,172

42,764,649

42,764,649

6,879,148
49,643,797

250,000

49,893,797



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Number of Employees Comparative Schedule

2019 2020 2021 2022 2022 Adopted/2021
Division Actual Actual Adopted Amended Estimate Budget Incr(Decr)
5100 GENERAL MANAGER 2.50 1.50 1.50 1.50 1.50 1.500 - 0.0%
5110 SALES, MARKETING & CUSTOMER SERVICE 19.00 19.00 19.00 19.00 19.00 19.00 - 0.0%
5200 ELECTRIC
Administrative 6.00 6.00 6.00 6.00 6.00 6.00 0.0%
Generation Control 7.00 7.00 7.00 7.00 7.00 9.00 2.00 28.6%
Transmission/Distribution 19.40 19.40 19.40 19.40 19.40 19.40 - 0.0%
Mechanical Maintenance 9.00 9.00 9.00 9.00 9.00 9.00 - 0.0%
Swan Lake 4.00 0.00 0.00 0.00 0.00 0.00 - 0.0%
TOTAL ELECTRIC 45.40 41.40 41.40 41.40 41.40 43.40
Less Personnel Allocated to Swan Lake (4.00) - - - - - - 0.0%
NET ELECTRIC 41.40 41.40 41.40 41.40 41.40 43.40 2.00 4.8%
5300 TELECOMMUNICATIONS
Administrative 6.00 6.00 6.00 6.00 6.00 6.00 - 0.0%
Engineering Operations 3.00 4.00 4.00 4.00 4.00 4.00 - 0.0%
Plant Specific Operations 26.00 25.00 25.00 25.00 25.00 25.00 - 0.0%
Plant Non-Specific Operations 6.00 6.00 6.00 6.00 6.00 6.00 - 0.0%
TOTAL TELECOMMUNICATIONS 41.00 41.00 41.00 41.00 41.00 41.00 - 0.0%
5400 WATER 11.60 11.60 12.60 12.60 12.60 13.60 1.00 7.9%
TOTAL KPU EMPLOYEES 119.50 114.50 115.50 115.50 115.50 118.50 3.00 2.6%
Less Personnel Allocated to Swan Lake (4.00) - - - - - - 0.0%
NET KPU EMPLOYEES 115.50 114.50 115.50 115.50 115.50 118.500 3.00 2.6%



KETCHIKAN PUBLIC UTILITIES

2022 Operating and Capital Budget

Summary of Funding by Operating Utility

Electric:
Operating Costs
Debt Service
Payment in Lieu of Taxes
Major Capital Outlay
Total

Telecommunications:
Operating Costs
Debt Service
Payment in Lieu of Taxes
Major Capital Outlay
Total

Water:
Operating Costs
Debt Service
Payment in Lieu of Taxes
Major Capital Outlay
Total

Facilities & Infrastructure Replacement

Total

Total

19,036,533
1,124,917
410,932
4,301,150
24,873,532

16,691,896
1,171,509
222,046
1,431,866
19,517,317

3,286,448
607,746
212,622

1,146,132

5,252,948

250,000

49,893,797

Operating
Revenues

19,036,533
20,567

19,057,100

16,691,896
1,171,509
222,046
1,464,349
19,549,800

3,286,448
607,746
212,622
652,684

4,759,500

43,366,400

Bonds/
Loans

257,600
257,600

650,613
650,613

908,213

Other

57,000

57,000

57,000
57,000

114,000

Reserves

1,047,350

410,932
4,301,150
5,759,432

(347,083)
(347,083)

(157,165)
(157,165)

250,000

5,505,184



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Compliance With Fund Balance Policy, Resolution No. 90-1645 and KPU Bond Covenants

Description Amount

Operating Revenues:

Electric 19,057,100
Telecommunications 19,549,800
Water 4,759,500
Other 114,000

Total Operating Revenues 43,480,400

Operating Costs:

Personnel Services and Benefits 17,227,116
Supplies 9,452,751
Contract/Purchased Services 9,219,585
Minor Capital Outlay 97,500
Interdepartmental Charges 3,017,925
Payment in Lieu of Taxes 845,600
Total Operating Costs 39,860,477

Net Revenue 3,619,923
Add Back Payment in Lieu of Taxes 845,600
Net Revenue Available for Debt Service 4,465,523

A. Compliance with Fund Balance Policy:

Total Operating Costs 39,860,477
Reserve Requirement at 25 Percent of Total Operating Costs 9,965,119
Estimated Reserves, December 31, 2022 14,185,343
Over (Under) Reserve Requirement 4,220,224

B. Compliance with the Debt Service Coverage Requirements of Resolution No. 90-1645:

Net Revenue Available for Debt Service 4,465,523
Debt Service 2,904,172
Debt Service Coverage (Required Debt Service Coverage: 1.50 - 2.0) 1.54

C. Compliance with the Debt Service Coverage Requirements of KPU's Bond Covenants:

Net Revenue Available for Debt Service 4,465,523
Debt Service 2,904,172

Less Debt Not Subject to Bond Covenants (1,033,955) 1,870,217
DebtService Coverage (Required Debt Service Coverage: 1.25) 2.39



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Annual Debt Service By Utility

Principal Interest Total Electric Electric Telecom  Telecom Water Water Total
Due Due Due Percent Amount Percent Amount Percent Amount Percent

Revenue Bond Debt:

Series W - CREBS 80,000 600 80,600 100.00% 80,600 - - - - 100.00% 80,600
ADEC #481021 89,868 17,250 107,118 - - - - 100.00% 107,118 100.00% 107,118
ADEC #481061 58,743 11,801 70,544 - - - - 100.00% 70,544  100.00% 70,544
ADEC #481051 277,593 55,764 333,357 - - - - 100.00% 333,357 100.00% 333,357
ADEC #481091 5,188 1,042 6,230 - - - - 100.00% 6,230 100.00% 6,230
ADEC #481121 12,212 2,454 14,666 - - - - 100.00% 14,666  100.00% 14,666
ADEC #481141 31,600 7,500 39,100 - - - - 100.00% 39,100 100.00% 39,100
ADEC - 481041 28,597 8,134 36,731 - - - - 100.00% 36,731  100.00% 36,731
Series X - Whitman 865,000 179,317 1,044,317 100.00% 1,044,317 - - - - - 1,044,317
Series Y - Subsea Fiber Cable 330,000 415,300 745,300 - - 100.00% 745,300 - - - 745,300
1,778,801 699,162 2,477,963 - 1,124,917 - 745,300 - 607,746 - 2,477,963

Other Debt:
Advances from Other Funds 394,812 31,397 426,209 - - 100.00% 426,209 0.00% - 100.00% 426,209
Total 2,173,613 730,559 2,904,172 - 1,124,917 - 1,171,509 - 607,746 - 2,904,172



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Schedule of Current and Future Annual Debt Service

Series W Series W Series W Series W Series W Series W Series W Series X Series Y Interfund Series Y
CREBS ADEC 481021 ADEC 481061 ADEC 481051 ADEC 481091 ADEC 481121 ADEC 481141 Whitman ADEC 481041 Loan Undersea Cable

2022 80,600 107,118 70,544 333,357 6,230 14,666 39,100 1,044,317 36,731 426,209 745,300 2,904,172
2023 107,118 70,544 333,357 6,230 14,666 39,100 1,043,725 36,731 405,704 743,800 2,800,975
2024 107,118 70,544 333,357 6,230 14,666 39,100 1,044,973 36,731 746,550 2,399,269
2025 107,118 70,544 333,357 6,230 14,666 39,100 1,048,656 36,731 748,300 2,404,702
2026 107,118 70,544 333,357 6,230 14,666 39,100 1,044,213 36,731 744,050 2,396,009
2027 107,118 70,544 333,357 6,230 14,666 39,100 1,043,339 36,731 749,050 2,400,135
2028 107,118 70,544 333,357 6,230 14,666 39,100 1,044,101 36,731 747,800 2,399,647
2029 107,118 70,544 333,357 6,230 14,666 39,100 1,042,743 36,731 745,550 2,396,039
2030 107,118 70,544 333,357 6,230 14,666 39,100 1,043,812 36,731 747,300 2,398,858
2031 107,118 70,544 333,357 6,230 14,666 39,100 1,043,996 36,731 747,800 2,399,542
2032 107,115 70,544 333,357 6,230 14,666 39,100 1,047,776 36,731 752,050 2,407,569
2033 70,544 333,357 6,230 14,666 39,100 36,731 749,800 1,250,428
2034 35,272 166,678 3,115 7,333 39,100 36,731 747,000 1,035,229
2035 39,100 36,731 748,400 824,231
2036 19,552 36,731 748,800 805,083
2037 36,731 748,200 784,931
2038 36,731 751,600 788,331
2039 748,800 748,800

80,600 1,178,295 881,800 4,166,962 77,875 183,325 566,952 11,491,651 624,427 831,913 13,460,150 33,543,950



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Revenue Summary by Utility

Electric Revenues

Operating Revenue
Residential
Harbor
Business
Industrial

Yard Lights

Large Commercial Demand

City Street Lights

Industrial Demand

Diesel Fuel Surcharge
Total Operating Revenue

Other Operating Revenue
Service Charges
Penalty
Pole Rentals - External
Pole Rentals - Interdepartmental
Reimbursable Projects
Hydro Incentive Program
Other Revenue
Total Other Operating Revenue

Total Operating Revenue
Nonoperating Revenue
Grants

Total Nonoperating Revenue

Total Electric Revenue

2020
Actual

8,233,105

335,972
7,390,872
1,815,107

61,287
330,480
131,770
190,123

(3,994)

18,484,722

89,949
27,000
69,175

153,575
71,906
93,776
14,878

520,259

19,004,981

19,004,981

2021

Adopted Amended
7,816,150 7,816,150
330,150 330,150
7,401,850 7,401,850
1,911,850 1,911,850
61,200 61,200
343,800 343,800
131,900 131,900
199,200 199,200
18,196,100 18,196,100
100,000 100,000
50,000 50,000
68,900 68,900
153,600 153,600
75,000 75,000
95,000 95,000
9,000 9,000
551,500 551,500
18,747,600 18,747,600
18,747,600 18,747,600

Estimate

8,185,700

331,000
7,468,800
1,871,400

61,900
333,400
131,700
192,800

18,576,700

100,000
73,000
69,700

153,600
25,000

167,376

9,000

597,676

19,174,376

19,174,376

2022
Budget

8,237,200

336,500
7,458,400
1,864,200

62,200
334,300
131,700
193,800

18,618,300

100,000
73,000
72,000

159,800
25,000

9,000

438,800

19,057,100

19,057,100

2021 Adopted/2022
Incr(Decr) %

421,050 5.4%
6,350 1.9%
56,550 0.8%
(47,650) -2.5%
1,000 1.6%
(9,500) -2.8%
(200) -0.2%
(5,400) 2.7%
- NA
422,200 2.3%
- 0.0%
23,000 46.0%
3,100 45%
6,200 4.0%
(50,000) -66.7%
(95,000) -100.0%
- 0.0%
(112,700) -20.4%
309,500 1.7%
- NA
- NA
309,500 1.7%



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Revenue Summary by Utility

2020

Telecommunications Revenues Actual
Local Network Services

Business & Residential 813,927

Local Special Circuits 990,855

Other Local Revenue 115,721
Total Local Revenue 1,920,503
Network Access Services

Interstate Flat Rate End User 598,336

Interstate Access Charges 4,759,328

Interstate Special Access Charges 1,989,709

Intrastate Access Charges 938,527
Total Network Access Services Revenue 8,285,901
Miscellaneous

Directory Revenue 116,835

Miscellaneous Revenue 15,344
Total Miscellaneous Revenue 132,178
Nonregulated & Other Revenue

Customer Premise Eq Sales/Service 24,717

Payphone Revenue -

Long Distance Revenue 97,396

IP Network 5,866,499

4G LTE 3,069,750

Miscellaneous 25,908
Total Nonregulated & Other Revenue 9,084,270
Total Operating Revenues 19,422,852
Nonoperating Revenue

Bond Proceeds 10,593,596
Total Nonoperating Revenue 10,593,596
Total Telecommunications Revenue 30,016,449

Adopted

742,000
991,000
114,000

1,847,000

551,000
4,772,000
1,855,000

868,000
8,046,000

72,000
72,000

20,000
88,000
5,378,000
3,075,000
21,000
8,582,000

18,547,000

18,547,000

2021

Amended

742,000
991,000
114,000

1,847,000

551,000
4,772,000
1,855,000

868,000
8,046,000

72,000
72,000

20,000
88,000
5,378,000
3,075,000
21,000
8,582,000

18,547,000

18,547,000

Estimate

769,000
970,400
113,000
1,852,400

620,000
4,713,000
2,134,400

881,200
8,348,600

6,500
36,300
42,800

5,700
103,800
6,025,000
3,081,900
64,500
9,280,900

19,524,700

19,524,700

2022
Budget

730,600
993,000
110,700

1,834,300

590,000
4,688,100
2,114,000

851,700
8,243,800

46,400
46,400

20,000
98,500
6,154,500
3,081,900
70,400
9,425,300

19,549,800

257,600
257,600

19,807,400

2021 Adopted/2022
Incr(Decr) %

(11,400) -1.5%
2,000 0.2%
(3,300) -2.9%
(12,700) -0.7%
39,000 7.1%
(83,900) -1.8%
259,000 14.0%
(16,300) -1.9%
197,800 2.5%
- NA
(25,600) -35.6%
(25,600) -35.6%
- 0.0%
- 0.0%
10,500 11.9%
776,500 14.4%
6,900 0.2%
49,400 235.2%
843,300 9.8%
1,002,800 5.4%
257,600 NA
257,600 0.0%
1,260,400 6.8%



KETCHIKAN PUBLIC UTILITIES

2022 Operating and Capital Budget

Revenue Summary by Utility

Water Revenues

Operating Revenue
Residential
Apartment
Business
Industrial
Seafood Processors
Port
Fire Hydrant

Total Operating Revenue

Other Operating Revenue
Penalty
Other Revenue
Raw Fish Tax

Total Other Operating Rev

Total Operating Revenue
Water Nonoperating Revenue

Bond Proceeds
Total Nonoperating Water Revenue

Total Water Revenue

2020

Actual

1,863,940
395,635
1,427,747
101,502
343,420
31,401
4,163,645

4,688

1,494
71,207
77,389

4,241,034

799,184
799,184

5,040,218

Adopted

1,934,200
413,000
1,491,200
105,500
362,100
77,250
32,700
4,415,950

10,000

1,000
34,500
45,500

4,461,450

7,848,677
7,848,677

12,310,127

2021

Amended

1,934,200
413,000
1,491,200
105,500
362,100
77,250
32,700
4,415,950

10,000

1,000
34,500
45,500

4,461,450

7,848,677
7,848,677

12,310,127

Estimate

1,948,800
409,200
1,498,500
105,300
354,600
7,600
32,600
4,356,600

12,800

1,000
34,500
48,300

4,404,900

7,198,064
7,198,064

11,602,964

2022
Budget

2,031,500
426,500
1,562,100
109,800
369,600
167,500
34,000
4,701,000

23,000

1,000
34,500
58,500

4,759,500

650,613
650,613

5,410,113

2021 Adopted/2022
Incr(Decr) %

97,300 5.0%
13,500 3.3%
70,900 4.8%
4,300 4.1%
7,500 2.1%
90,250 116.8%
1,300 4.0%
285,050 6.5%
13,000 130.0%
- 0.0%
- 0.0%
13,000 28.6%
298,050 6.7%
(7,198,064) -91.7%
(7,198,064) 91.7%
(6,900,014) -56.1%



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Revenue Summary by Utility

2020 2021 2022 2021 Adopted/2022
Other Revenues Actual Adopted Amended Estimate Budget Incr(Decr) %
Operating Revenue
Interest Income 188,894 26,000 26,000 16,000 16,000 (10,000) -38.5%
Gen Gov Billing and Collections 98,000 98,000 98,000 98,000 98,000 - 0.0%
Total Other Operating Revenue 286,894 124,000 124,000 114,000 114,000 (10,000) -8.1%



KETCHIKAN PUBLIC UTILITIES
2022 Operating and Capital Budget
Revenue Summary by Utility

All KPU Revenues

Operating Revenues
Electric
Telecommunications
Water
Other

Nonoperating Revenues
Electric
Telecommunications
Water
Other

Total Revenue - All Divisions

2020
Actual

19,004,981
19,422,852
4,241,034
286,894
42,955,761

10,593,596
799,184

11,392,780

54,348,542

2021
Adopted Amended

18,747,600 18,747,600
18,547,000 18,547,000
4,461,450 4,461,450
124,000 124,000
41,880,050 41,880,050

7,848,677 7,848,677

7,848,677 7,848,677

49,728,727 49,728,727

Estimate

19,174,376
19,524,700
4,404,900
114,000
43,217,976

7,198,064

7,198,064

50,416,040

2022
Budget

19,057,100
19,549,800
4,759,500
114,000
43,480,400

257,600
650,613

908,213

44,388,613

2021 Adopted/2022
Incr(Decr) %

309,500 1.7%
1,002,800 5.4%
298,050 6.7%
(10,000) -8.1%
1,600,350 3.8%
- NA
257,600 NA
(7,198,064) New
NA
(6,940,464) New
(5,340,114) -10.7%



CITY OF KETCHIKAN
2022 Operating and Capital Budget
General Manager Summary

The General Manager's Office serves as the chief executive of Ketchikan Public Utilities. The office oversees the daily
operation of four (4) divisions that have a combined annual budget of $49.9 million.

Administration

Sales, Marketing and Customer

. Electric Telecommunications Water
Service

The Ketchikan Public Utilities General Manager's Office is comprised of one operating division and oversees one
Capital Improvement Program.

DEPARTMENT EXECUTIVE SUMMARY

2020 2021 Budget 2022 2021 Adopted/2022
Divisions/Cost Center/Programs Actual Adopted Amended Estimate Budget Incr(Decr) %
Operations 344,374 341,947 341,947 298,835 315,010 (26,937) -7.9%
Capital Improvement Program - 20,000 20,000 - 20,000 - 0.0%
Total 344,374 361,947 361,947 298,835 335,010 (26,937) -7.4%
2020 2021 Budget 2021 Adopted/2022
Expenditures by Category Actual Adopted Amended  Estimate Incr(Decr) %
Personnel Services and Benefits 333,548 327,282 292,282 288,290 257,185 (70,097) -21.4%
Supplies 1,491 3,040 3,040 1,565 3,040 - 0.0%
Contract/Purchased Services 3,729 6,975 41,755 4,110 47,975 41,000 587.8%
Minor Capital Outlay 1,462 - - - 1,000 1,000 NA
Interdept'l Charges/Reimbursable Credits 4,144 4,650 4,870 4,870 5,810 1,160 24.9%
Major Capital Outlay - 20,000 20,000 - 20,000 - 0.0%
Total 344,374 361,947 361,947 298,835 335,010 (26,937) -7.4%
2020 2021 Budget 2022 2021 Adopted/2022
Funding Source Actual Adopted Amended  Estimate Budget Incr(Decr) %
KPU Enterprise Fund 344,374 361,947 361,947 298,835 335,010 (26,937) -7.4%
Total 344,374 361,947 361,947 298,835 335,010 (26,937) -7.4%
2020 2021 Budget | 2022 | 2021 Adopted/2022
Personnel Actual Adopted  Amended Budget Salary Incr(Decr) %
Administration 1.50 1.50 1.50 1.50 163,775 - 0.0%
Total 1.50 1.50 1.50 1.50 163,775 - 0.0%



CITY OF KETCHIKAN
2022 Operating and Capital Budget
General Manager Administration 5100

MISSION STATEMENT

The mission of Ketchikan Public Utilities is to provide quality municipal utility services as efficiently and effectively as
possible within guidelines established by federal and state law; the Charter of the City of Ketchikan; the Ketchikan
Municipal Code; and the ratepayers of the Utility as represented by the City Council. The General Manager’s Office
exercises line authority over all Utility divisions with combined operating and capital improvement budgets in support of
daily service delivery and furtherance of long-range goals. The General Manager’s Office ensures implementation,
supervision and evaluation of all Utility activities, programs and facilities. This includes the normal range of programs and
projects associated with all Utility divisions and special projects and/or tasks that do not fall within the scope of KPU’s
traditional departmental structure. The mission of the Administration Division is to ensure that these responsibilities and
duties are carried out in a timely and efficient manner that reflects positively on Ketchikan Public Utilities.

General Manager
(0.5 FTE)

Assistant General Manager Executive Assistant
(0.5 FTE) (0.5 FTE)

GOALS FOR 2022

* Provide timely information and recommendations to the City Council.

* Follow through on direction provided by the City Council as the result of business conducted at regular meetings of
the City Council or through enactment of policies provided for in the 2022 Ketchikan Public Utilities Operating and
Capital Budget.

* Continue management oversight of General Government.

* Coordinate and improve citizen participation and public information efforts.

* Coordinate and improve employee outreach and recognition programs.

* Strengthen employee focus on customer service and improvement of all Utility programs and services.

* Encourage team building among staff.

* Work with the City Council, the division managers and the community at large to address unresolved issues that
resulted from the COVID-19 pandemic.

* Work with the division managers, in order to move forward with City Council approved Capital Improvement
Programs.

* Assist the City Council in the recruitment of a new City Manager/KPU General Manager to replace Karl R. Amylon, who
retired August 31, 2021, and assist during the leadership transition period.



CITY OF KETCHIKAN
2022 Operating and Capital Budget
General Manager Administration 5100

* In conjunction with the Human Resources Division, complete recruitment efforts for a new Electric Division Manager
to succeed Andy Donato, who is expected to retire by January of 2022.

* Work with the Electric Division Manager to continue the division's modernization program for the diesel generators at
the Bailey Power Plant. Evaluate need for additional capacity.

* Continue to work with Telecommunications Division management to take maximum advantage of the recently
completed undersea fiber link from Ketchikan to Prince Rupert, British Columbia, including marketing and selling data
transmission services to third parties.

* Work with the Alaska Department of Environmental Conservation, Water Division and contractors to complete the
tasks outlined in the agreed to Compliance Order by Consent to establish Ketchikan's water system as a Limited
Alternative to Filtration system to address excessive coliforms in the raw water supply.

* Work with Water Division and Public Works Department management, in order to undertake replacement of failing
Schoenbar Road water and sewer mains.

* Work with the City’s State and Federal legislative lobbyists, to access any and all American Rescue Plan Act (ARPA)
grant programs administered by the State of Alaska as well as House and Senate Federal funding opportunities, as
applicable to Ketchikan Public Utilities projects and initiatives.

* Work with Water Division and Public Works Department management, in order to complete the deployment of water
meters for all commercial water and wastewater utility customers.

* Prepare the draft 2023 Ketchikan Public Utilities Operating and Capital Budget and the 2023-2027 Capital
Improvement Plan. Evaluate traditional service delivery in light of continued reductions to state programs and/or
direct assistance to municipalities.

ACCOMPLISHMENTS FOR 2021

* Continued management oversight of General Government.

* Submitted the draft 2022 Ketchikan Public Utilities Operating and 2022-2026 Capital Budget to the City Council for
formal consideration and adoption.

* Worked with the City Council, the division managers and the community to address issues associated with the COVID-
19 pandemic.

* Served on the Board of Directors of the Southeast Alaska Power Agency.

* Negotiated a Compliance Order by Consent with the Alaska Department of Environmental Conservation as a pathway
to meeting Limited Alternative to Filtration water system requirements and in avoidance of the construction of a costly
water filtration facility for utility rate payers and the Water Division.

* Worked with Telecommunications Division management and the City Attorney to develop a means by which the
General Manager is authorized to sell data transmission services of the completed telecommunications undersea fiber
optic cable to third parties.

* Worked with Water Division and Pub