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of Transportation q Washington, DC 20590

Federal Transit
Administration

August 26, 2025

Edna DeVries, Mayor
Matanuska-Susitna Borough
350 E. Dahlia Avenue
Palmer, AK 99645

Dear Mayor DeVries:

I write regarding the outstanding debt owed by Matanuska-Susitna Borough (Borough) to the
Federal Transit Administration (FTA), which has remained unresolved since FTA first identified
the debt in 2014 (letter attached). This letter establishes a new, further reduced amount of the
Borough’s debt, and restarts the clock for further processing.

As you are aware, the debt arises from FTA funding the Borough spent in pursuit of a never-
completed capital project to initiate ferry service between Port MacKenzie and Anchorage. The
Borough performed environmental and feasibility studies, engineering work, and constructed a
vessel and infrastructure improvements on the Port MacKenzie side. However, the Borough did
not complete the boarding facility in Port MacKenzie to allow for loading and offloading
vehicles and was not able to find a site in Anchorage to allow for ferry operations.

After ten years of working to bring the project to fruition, the Borough was unable to implement
ferry service in accordance with the requirements of the grant agreements. In 2013, the Borough
informed FTA that completlng the project was not feasible and decided to terminate the project
and sell the vessel.! On August 5, 2014, FTA initially demanded the Borough repay the entire
amount of FTA funds spent on the project, which exceeded $12.3 million.

After information exchanges between FTA and the Borough, FTA agreed to reduce its demand
(letter attached). On February 7, 2017, FTA agreed that “Insofar as [the Borough’s] grants funded
design, engineering, and environmental work, [the Borough] satisfactorily completed these non-
construction activities. Accordingly, upon reconsideration, FTA will not demand return of
Federal funds applied to these costs.” FTA’s February 2017 letter calculated the Borough’s
reduced debt to be $9,287,929.

Upon a further review of the record and accounting information supplied by the Borough, FTA
has identified additional non-construction costs relating to the ferry Vessel the Borough is not
required to repay for the reasons stated in FTA’s February 2017 letter.? The corrected amount of
the Borough’s debt is $5,762,074.

!'In 2015, the Borough did sell the vessel. The Borough says the net sale proceeds were approximately $1.5 million, which the
Borough says it still holds in escrow for the purpose of satisfying this debt.

2 Sub-projects 7611 ferry engineering & design, 7614 ferry project admin & oversight, and 8405 eng & design ferry vessel from
“FTA Grants Life-to-Date To: 9/2/2014”, Exhibit 6 to the Borough’s January 15, 2015, letter to FTA.



The Borough has 30 days from the date of this letter to pay the required amount. If the debt is not
paid in full within 30 days, the outstanding portion of the debt will become delinquent.

FTA will charge interest on the delinquent portion of the debt at the Treasury Current Value of
Funds Rate published by the Secretary of the Treasury in accordance with Title 31 of the United
States Code Section 3717, unless FTA determines a higher rate is necessary to protect the interest
of the United States. FTA will charge a late payment penalty at a rate of six percent per year on
any portion of the debt more than 90 days delinquent. FTA will assess administrative charges to
cover costs incurred in processing and handling the debt beyond the delinquency date. FTA is
required by law to refer any debt more than 120 days delinquent to the Department of the
Treasury for purposes of collection by administrative offset.

FTA may refer the debt to the Department of Justice for litigation if the debt cannot be collected
and collection activity cannot be suspended or terminated.

Before the debt becomes delinquent, the Borough may propose to pay the debt in installments.
Payment by installments requires FTA’s agreement.

The Borough may request a compromise of the debt if it is unable to pay the full amount in a
reasonable time agreed upon by FTA. If the principal balance of a debt exclusive of interest,
penalties, and administrative costs exceeds $100,000, the authority to accept the compromise
rests with the Department of Justice.>

If you have any questions, concerns, or comments regarding this matter, please contact me at
adam.schildge@dot.gov.

Sincerely,

&I ig il —

Adam Schildge
Associate Administrator / Chief Financial Officer (Acting)
Office of Budget and Policy

Attachment

3 T acknowledge the Borough submitted an April 21, 2017, request to compromise the debt as assessed by FTA in February 2017.
However, FTA does not have financial information about the Borough’s current ability to pay the new, reduced amount of the
debt.
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