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Engineered Relisbilicy

Carl Brooks, City Engineer
City of Peculiar, Missouri
250 S. Main Street
Peculiar, Mo 64078

RE: Business Case and Customer Survey Report

Dear Mr. Brooks:

Enclosed please find a copy of our completed “Business Case™ report evaluating the feasibility of a
municipal broadband network. This report includes the findings of a community survey intended to
determine the interest of citizens in high speed broadband and their preference as to the role of the City in
such an endeavor.

We have appreciated the support of the City in this effort and the time that local businesses and
institutions afforded us in providing their inputs. If you have any questions regarding the content of this
report or survey please contact me.

Gary M. Lee PE
President
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INTRODUCTION

Peculiar, Missouri is a municipal government organization governed by a mayor and board of
alderman. The city is managed by a professional staff lead by the city administrator.

The City of Peculiar proposes to facilitate the building and operating a fiber-to-the- home (FTTH)
broadband communications network to bring broadband to their underserved citizens. The
broadband initiative may be owned by the citizens of Peculiar and operated as either a municipal
enterprise under the dircction of the city or by a private company selected by the City. The City
will design the network to ensure that community anchor institutions have access to very high-
bandwidth broadband to provide essential services to the community as described herein.

The City government officials have engaged the local citizens. Public officials have reached out
to every local organization both governmental and non-governmental in an attempt to fully
inform and solicit public input. The response has been overwhelming. First and foremost the
citizens view this as their project and their network. The citizens input and creative ideas have led
to a wide range of improvements to this plan. It is the City's goal to keep this level of citizen
involvement active throughout the life of this network. At the heart of this City lead project is
better communications which drives the business, health, education and growth of their City.

The City has engaged numerous local government and private stakeholders in developing a team
approach to this endeavor. Businesses have provided evidence of how job creation will be
enhanced, healthcarc officials have illustrated the benefits to providing rural healthcare and
education institutions have laid out their plans for using this network in expanding their services.
All of this has been provided in a spirit of collaboration rarely seen in government. This City is
committed to extending this spirit through implementation and on into the ongoing operation and
management of the system itself. The City is leveraging the revenues anticipated by this system to
provide allied services in the arca of job incubators and improved water and sewer service
systems.

The recirculation of currency within the local community in the form of reinvestment in local
institutions and enterprisecs is a major goal of all the City's endeavor. In this manner, the City
enhances its own destiny by providing a more sustainable community not only in economic terms
but also in terms of natural and human resources.




EXECUTIVE SUMMARY

The City of Peculiar intends to construct a Last Mile, Fiber-To-The-Home (FTTH) 47 mile
network to enable 100 Mbps broadband service, video, VoIP telephony, distance learning, tele-
medicine, and other advanced broadband applications to 1,900 households, 5 businesses, and 3
critical community anchor institutions within 8.44 square miles of “underserved” areas of the
city. The estimated project cost is $6.5MM.

= 10 direct job years will be impacted in
areas such as fiber installation,
technicians, construction workers, ™ @
project managers and network
operators. Significantly more positions s et
will be created through attraction of |
new business with broadband acting as
a platform to create innovative new
products and services.

= The proposed service area consists of
8.44 sq. mi. o

= Over 90% of homes own computers
although over 56% of homes lack
access to high-speed broadband. The

project will rectify this. N
. .- Wep dalz D20%5 Google
= 1 community anchor and critical = .

community facilities, 1,900 households and 5 businesses will be served.

s Telecommuting to CenterPoint Intermodal Center and Honeyweli will be facilitated for a City
workforce.

s We will serve the chronically underserved.




MiSSION, STRATEGIES, ETC.

3.1

3.2

33

34

Vision

Peculiar Broadband envisions its enterprise as a national example of how to deploy and
operate a publicly owned broadband network. This arm of the municipal government will
provide the highest quality broadband service to its citizens, thus enhancing the
provisions of basic services, public safety, education and job creation.

Mission

The mission of Peculiar Broadband is to provide the highest quality broadband service at
an affordable cost to its residents, businesses and institutions. It will seek to provide
applications over its high speed network in support of anchor institutions, thus
encouraging the growth of jobs in the City.

Values

Peculiar Broadband secks to conduct all of its business in the best inferest of the citizens
of the City; to abide by high ethical standards; to conduct business in a transparent and
open atmosphere; and encourage professional growth in its staff through targeted
training.

Objectives

The City of Peculiar has unique initiatives and complimentary economic development
plans in place. The City is poised for explosive new economic development. Both risk
suffocating in silence without access to high-speed broadband. Broadband is the missing
piece of critical public infrastructure that neither private enterprise nor the City can fund
alone. This report presents seven compelling points of impact that demonsirate the
opportunities to create sustainable leverage through a broadband-enabled fiber network
for the residents, businesses and critical community facilities of the City of Peculiar.

= First - While over 90% of homes own a computer, around 100% of homes i our
service territory have no access to high-speed broadband equal to the capability that
we propose to build. 90% percent of those surveyed, stated that they want reliable,
high-speed broadband service. Current municipal conditions arc obsolete compared
to the technological change and innovation that are accelerating in this industry.

n  Second - An Enhanced Enterprise Zones (EEZs) has been established in the city to
attract business investments and spur cconomic development to disadvantaged areas.
Building a broadband- enabled fiber network will ensure these EEZ companies have
the connectivity and bandwidth required to compete regionally, nationally and
globally.

s Third - The region's premier industrial park development, CenterPoint Interniodal
Center, located just 8 miles north of Peculiar, in Jackson County has landed a new
Honeywell facility and together they will employ 6,000 people. A broadband-enabled
fiber network will mean telecommuting employment opportunities for six residents,
which wouldn't otherwise be possible without broadband conneetivity to perform
these jobs. Feeder industries that could locate and grow in the City’s EEZs will find it
impossible to do so without high-speed broadband access.

= Fourth — The City currently has 2 providers serving the Internet market using dial-
up, DSI, wireless, or other means. From our customer service survey we determined
that there is low satisfaction with these providers who deliver sub-par service
compared to the broadband service available in those served by the Google Network

-1




Mission, STRATEGIES, ETC.

3.5

in KC, MO. None of the competitors has adequate market share to support the
financial investment required to build a broadband-enabled fiber-to-the-home
network for the City.

s Fifih — The City’s asset portfolio includes affordable land, a sirong labor pool and a
comprehensive network of highways. Without a communications infrastructure to
match, the city of Peculiar cannot aftract the investment necessary to generate
economic development. Tt will remain on the wrong side of the Digital Divide.

s Sixth - Area schools increasingly rely on Internet to communicate between parents,
teachers, students and the community. This includes grade reports, attendance,
events, on-line classes and other communications. A broadband-enabled fiber
neiwork would springboard distance learning opportunities for citizens. The
Raymore-Peculiar School District is currently served by More Net and has receatly
entered into a 10 year fiber lease with United Fiber. The district believes their curent
broadband needs are met by their relationship.

s Seventh - This project exemplifies collaborative local effort to enhance economic
development. Broadband is the electricity of our generation. It is no longer a luxury.
Without reliable high-speed internet, businesses, schools, libraries, hospitals,
families, workers and students cannot compete, thrive or pasticipate in a global
economy that is advancing without them.

Strategy

The City will build a passive optical fiber-to-the-home network preferably on an open
and non-discriminatory basis along existing electric distribution rights-of-way, with
planned drops to every home. Utilizing existing rights-of-way eliminates adverse
environmental impact.

Services offered over the network will include High Speed Internet access and triple-play
broadband bundles from multiple Internet, video and voice providers as well as home
security, video surveillance, distance learning, tele-medicine, and other future end-user
applications. The network will also connect critical community anchor institutions and
small businesses.

-2
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iv.

CUSTOMER EXPERIENCE

Tt is Peculiar Broadband’s directive that all system design, operational schemes and network
configurations focus first on the infended experience of the typical customer.

s Customers will access basic high speed data transmission and all related services by
selecting one of several Internet options.

= Customers may access ancillary services through Peculiar Broadband approved affiliates
including VOIP and Video services.

s Customers will be billed for data services directly by individual approved service
providers.

= Customers will have a selection of video and VOIP providers through the Broadband
system and will be billed directly for those services by the selected provider.

V-1
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SERVICE OFFERING

6.1

6.2

Description of Existing Services

Existing services in the proposed service area are very limited and include DSL provided
by CenturyLink and high speed over cable provided by FairPoint and Comeast. In the
case of DSL service, availability is limited by proximity to the Ceniral Office. The same
is true for high speed over cable.

Competitor speeds, markets and pricing are detailed in the “Competitive Service
Offering” however current services have both limited availability and are expensive
relative to the speed they deliver (in particular compared to our proposed pricing
discussed below).

Suggested Pricing

The proposed plan will offer two residential service levels priced at $50.00 and $70.00
respectively, to give residents a choice of affordable alternatives based on their specific
nteeds and financial situation.

The Entry Level service, priced at $50.00 per month offers a full 250Mbps downstrecam
and 250Mbps upstream speed. For many families this level of service will more than
satisfy their needs and at only $50.00 per month offers a true broadband experience at a
price not much more than their current alternative.

The Highest Speed Level data package, which is priced at $70.00 per month, offers
speeds of 1000Mbps downstream and 1000Mbps upstream. This package is designed for
the serious internet user and offers exceptional download and upload capability ideal for
file sharing, gaming and other uses. At only $70.00 per month the Highest Speed Level
package is only slightly more than $10 dollars above the Pew study’s national average for
broadband expense, while delivering an outstanding option for those who seek
exceptional speed for an additional cost.

Small Business packages will also be available with the Entry Level package priced at
$99.95 per month and delivering 250Mbps downstream and 250Mbps upstream and the
High Level package priced at $259.95 per month and delivering 1000Mbps downstream
and 10Mbps upstrcam. These arc outstanding speeds for small business application and
compare favorably with the cost of DSL or Cable Data plans (if those services were
available). The City will offer these packages to community anchor institutions as well
however the City will apply a 25% discount to the above pricing for any anchor or small
disadvantaged business.

The following “Competitor Service Offering” section provides information to compare
competitive broadband services in the proposed service area. Again, a key point is that
comparable services are NOT available to the majority of the residents covered in this
application, so the comparisons are furnished to demonstrate that the proposed pricing is
reasonable and affordable without respect to competition. Finally, the City’s non-profit
structure and community service focus motivates it over the long term to provide the
service at rates that are attractive to its customers.

In summary, the City service plan will offer superior speeds at prices that are at or below
those offered by competitors in the limited areas where they do exist. At $50.00 the
residential Entry Level service package offers a price comparable to that of DSL. The
Peculiar pricing and service plan will enable residents and businesses in the proposed




SERVICE OFFERING

service area to experience broadband services that have superior performance
characteristics at prices at or below national averages and those of any local competitor.

Compstitive Service Offering

There are two major internet providers for City of Peculiar, Missouri zip code 64078 that
supply wired/cable internet to residential lots: XFINITY by Comcast and BarthLink.
Providers such as DISH and AT&T also supply internet to some areas of Peculiar but
through satellite, Wi-Fi or dial-up means. These providers offer a wide variety of
packages that include basic internet or added television channels.

The provider offering the largest selection of internct packages is XFINITY from
Comeast. Ranging from 6Mbps to 250Mbps, their packages can also include HBO,
Streampix, and local channels. The following is a list of XFINITY Comeast offers
including the package name, data speed, and price range for ¢ach:!

Performance Starter — 6Mbps (Download) — 1Mbps (Upload) - $29.99/Mo (Fisst 12
Months)

Performance 25 — 25Mbps (Download) - $39.99/Mo (First 12 Months)

Performance — 50Mbps (Download) — SMbps (Upload) - $44.95/Mo (First 12 Months)
Blast! — 105Mbps (Download) — 10Mbps (Upload) - $49.99/Mo (First 12 Months)
Economy Plus — 3Mbps (Download) — .8Mbps (Upload) - $39.99/Mo

Extreme 150 — 150Mbps (Download) — 20Mbps (Upload) - $114.95/Mo

Extreme 250 — 3Mbps (Download) - $69.99/Mo Residential

Extreme 250 — 3Mbps (Download) - $149.99/Mo Buisness

The second provider is Earth Link, a smaller company, and appears to only have onc
offer available in the Peculiar zip code. The offer is for a cable package at 20Mbps for
$29.95 a month for the first six months. Other offers from Earth Link that are shown
available in the 64078 zip code are dial-up connections.?

Fairpoint Communications offers an in-home router internet service with a maximum of 7
Mbps for $65 a month. This would require Fairpoint bringing internet to the home but
devices would connect to the internet through a larger wireless router. The fastest service
available through most residential arcas of Peculiar, MO is 7 megabits per second.

Ihttp://internetprovidersbyzip.com/service/xfinity-performance-starter- internet
“hitp//fwww xfinity. com/internet-service htm1?INTCMP=ILCCOMCOMHS 165216
Shttp://internetprovidersbyzip.com/service/earthlink-cable-internet
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TARGET MARKET

7.1

7.2

Customer Survey

Survey Highlights

Over 95% of Peculiar, Missouri homes have computers, and virtually all of them
access the Internet

s Over 85% of the residents want faster Interne.
s Nearly HALF are dissatisfied with the cost of their CURRENT Internet service
m  45% - are dissatisfied with the speed of their CURRENT Internet service

= The majority - over 88% - said they would likely switch to Broadband Internet if it
was available.

s 77% of these surveyed believe the City should play some role in assisting in
deploying a fiber network.

m  27% of those surveyed believe the City should only to solicit interest from private
companies to build a fiber network.

= 23% believe the City should play no role.

Survey Methodology

A phone survey was complete by Triton fully supervised by Universal Asset Management.
Prior to the beginning of data collection, all surveyors were trained specifically on each survey
question and its response set. At least onee per shift, each surveyor was monitored on-line while
conducting an actual survey.

Tn order to generate a random probability of houscholds, the calling list provided to Triton was
randomized prior 1o outbound dialing. The completed sample response includes 200 residents.
This sample size will generate data useful in making business decisions based on commonly
accepted statistical norms at the 95% confidence level with a margin of error of +/-6%,
assuming an overall population of approximately 1,00 residents.

In addition, the City conducted an on-line survey soliciting input from 500 City resident email
addresses — 179 residents responded to the survey. The “survey monkey” used in this effort
was identical to the phone survey.

The results of both surveys have been compiled and are illustrated in the table located in
Appendix F.

Customer Potential
The Peculiar Broadband network will traverse approximately 47 fiber miles, passing
1,900 residences, 5 businesses and 1 critical anchor institution.

Vi1




VIL

MARKETING AND SALES

8.1

Markst Strategy

It is the strategy to focus primarily on the sale of high speed connectivity and related
Internet services as Peculiar Broadband’s core business and expertise. Initially, the Ciiy
will make Voiceover Internet Protocol (VOIP) and Video services through approved
vendors subject to an REP/RFQ process. It is generally envisioned that accessing
traditional voice and video services from dedicated service providers will eventually
diminish over time as more and more providers appear on the World Wide Web and their
services offerings become ever more robust and sophisticated. This will particularly be
the case as Internet Protocol TV (IPTV) evolves over the next ten years. While this plan
contemplates the decrease in the reliance on traditional carriers of traditional voice and
video over the next five years, it envisions a companion increase in high speed data
services required by similar content and services now being delivered over the Internet.
Using this approach to future projections it is anticipated that Peculiar Broadband can
reduce its market risk.

In addition to basic Internet service, Peculiar Broadband may offer email and web
services along with hosting special applications developed specifically for broadband use.
To make certain that applications are provided that meet the needs of City institutions and
businesses a strategic planning committee has been launched to solicit public/stakeholder
guidance in deploying the highest priority applications and insuring that the network
design supports these efforts.

It is further recognized that both the younger and older population of the City may have
specific needs to assure wide acceptance and use of broadband services. For this reason
stakeholders representing these demographics have been added to the sirategic planning
Process.

It is intended to acquire customers using the “rural water district” model. The creation of
a rural water district is similar to this endeavor in many ways. The City is starting this
initiative with a water and sewer utility customer base, water and sewer infrastructure and
an existing enterprise organization. There is good reason to use this model:

1) T has been refined over the years by USDA and it works.

2) Some of the City’s potential customers are customers of a rural water district and
therefore familiar with the methodology.

The modcl works as follows:

1) A user agreement is developed which requires the signer to agree to the following:
a) Payment of an initial fee of $50.00
b) Subscribe to at least the minimum Internet services plan for one year.

¢) Provide an easement across their property and right to install an Optical Network
Terminal (ONT) on their building being served including a perpetual right of
egress to maintain equipment.

d) Customer acknowledges that they are responsible for providing power to the
ONT.

2) A City-wide sales effort is launched to sign up as many customers as possible

Vi1




MARKETING AND SALES

3) Customers will be directed to several locations to sign up for service including bank
branches, water district offices, city halls, etc.

4) All user agreement signatures must be aitested by a notary so that they may be
properly recorded with the City’s recorder of deeds

5) Once user agreements have been recorded, provision of service begins in concert
with the construction of the network

A sample user agreement is show below:

Vil-2
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BroapeaAND USERS AGREEMENT

This agreement entered into between Peculiar Broadband, a Broadband service provider,
hereinafier called the "Agency,” and , hereinafier called "Customer."

WITNESSETH

Whereas, the Customer desires to purchase broadband services from the Agency and to enter into
a broadband uscrs agreement as required by the infrastructure build-out team as set forth by the Agency.

NOW THEREFORE, in consideration of the mutual covenants, promises, and agreements herein
contained, it is hereby understood and agreed by the parties hereto as follows:

The Agency shall furnish, subject to industry standards and Rules and Regulations now enforced
or as hereafier amended, such quantity of services as Customer may desire in connection with Customer's
occupancy of the following described property:

1. Commonly known as

b

Legal property address

W

Legally described as

The Agency shall install at the Agency's expense an ONT (Optical Network Termination device),
a point of termination/demarcation and service lines which shall begin outside the home and extend to the
property line, drop. The Agency shall have exclusive right to mount an ONT and physical drop to the
premise. The service line (drop) shall connect with the ONT of the Agency at the nearest place of desired
use by the Customer, provided the Agency has determined in advance that the system has sufficient
capacity to permit delivery of Broadband Services at that point.

The Customer agrees to grant to the Agency, its successors and assigus, a perpetual easement in,
over, under and upon the above-described land, with the right to erect, construct, install, and lay, and
thereafter use, operate, inspect, repair, maintain, replace, and remove services lines and appurtenant
facilities, together with the right to utilize adjoining lands belonging to the Customer for the purpose of
ingress to and egress from the above-described lands.

The Customer shall install and maintain at the Customer's expense all inside wiring from the
Customer’s side of the ONT and extend to the dwelling or place of use. The service line (drop) shall
connect to the Agency's ONT.

The Customer also agrees to be fully responsible for the inside wiring from the ONT to the home
including the installation of approved devices if required.

The Customer agrees to comply with and be bound by the Articles, Rules and Regulations of the
Agency, now in force, or as hereafter duly and legally supplemented, amended, or changed. The
Customer also agrees o pay Broadband rates, time, and place as shall be determined by the Agency , and
agrees to the imposition of such penalties for noncompliance as are now set out in the Agency 's Rules
and Regulations, or which may be hereafter adopted and imposed by the Agency .

The Customer agrees to pay an installation fee in the amount of $50.00. In the event service to
the Customer is terminated, either voluntarily by the Customer, or by the Agency for cause, the deposit
shall be held and applicd by the Agency to any unpaid balance then owing on the Customer's account.

ViI-3
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Should the account be fully paid at the time of termination of service to the Customer, the deposit shall be
refunded by the Agency within a reasonable time thereafter.

The Agency shall have final authority in any question of location of any service line connection
to its Broadband (ONT); shall determine the services requested; and may shut off services to a Customer
who allows a connection or extension to be made of the customer’s service line for the purpose of
supplying Broadband services to another user. In the event the total Broadband services shall be
insufficient to meet all of the needs of the Customers, or in the event there is a shortage of Broadband
capaciiy, the Agency may prorate the services available among the various Customers on such basis as is
deemed equitable.

The Customers agrees that no other present or future source of interconnection will be made to
any lines served by the Agency 's lines and will disconnect from the present Broadband facilities prior to
connecting to and switching to the Agency 's system and shall eliminate their present or future cross-
connections in the Customer's system,

The Customer or Representative shall connect the inside wiring to the Agency's ONT and shall
commence to use Broadband services from the system on the date the service is made available, to the
Customer by the Agency. Broadband service charges to the Customer shall commence on the date
service is made available, regardless of whether the Customer connecs fo the system.

In the event the Customer shall breach this contract by refusing or failing, without just cause, to
connect a service line to the Agency 's distribution system as set forth above, the Customer agrees to pay
the Agency a lump sum of ($100.00) Dollars (§) as liquidated damages.

It is expressly undersiood and agreed by the parties hereto that the said amount is agreed upon as
liquidated damages in that a breach by the Customer in either of the respects set forth above would be
difficult, if not impossible, to prove the amount of such damages. The parties hereto have computed,
estimated, and agreed upon said sum in an attempt to make a reasonable forecast of probable actual loss
because of the difficulty of estimating with exaciness the resulting damages.

The failure of a customer to pay service charges duly imposed shall result in the automatic
imposition of the following penalties:

1. Nonpayment within ten days from the due date will be subject to a penalty of ten percent of the
delinguent account.

b2

Nonpayment within thirty days from the due date will result in the services being shut off from the
Customer’s property.

3. In the event it becomes necessary for the Agency to shut off the services from a Customer’s property,
a fee set by the Agency in its rate schedule will be charged for a reconnection of the service.

vil-4
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IN WITNESS WHEREOF, we have executed this agreement this day of
, 20
SEAL
(Name of Agency)
President
ATTEST:
Customer
Customer
Custoiner

VII-5
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TECHNOLOGY

2.1

9.2

Capacity Planning

Last Mile — Internet service bandwidth needs have been increasing rapidly over the last
10 years. From real life experience the amount of internet bandwidth currently needed is
in 2 mini-max range of 28 to 45 Mbps per 1000 customers. This number is expected to
approximately triple current rates to 87 to 138 Mbps. The Peculiar network with (based
approximately on 65% penetration) 1,235 customers would need internet bandwidth of
1000 Mbps with allowance to grow to 2 Gbps as needed. The network is scheduled to be
completed over a two year period and actual bandwidth needs will be forecast throughout
the construction process. Electronic network equipment and the appropriate soffware will
be selected to capture and archive the utilization data both to look for network
congestion, throughput and latency, as well as forecast actual growth. Additional
bandwidth will be provisioned well ahead of the actual need. The last mile systems’
mternet will be deployed using the GPON Standard protocols and there are several
software tools available to monitor

and forecast bandwidth available.

System Design

The type of system planned is a bi-

directional FTTH (Fiber To The

Home) network using GPON

(Gigabit Passive Optical Network) e

clectronics. The service available

will depend on the local market but

1000 Mbps symmetrical service to L5

every home can be easily provided. ) 7
Video and voice services will also '
be offered. The network will be an

open network model, with

competing services available. M daa TH)T Guoge

A bi-directional FTTH (Fiber to the Home) network using EPON (Fihernet Passive
Optical Network), GPON or FRoG electronics to allow The City of Peculiar to transport
broadband services throughout their service area. The network will be designed to
initially transport high speed data services and will also be designed to include voice and
video services as well, at a later date to be determined in the City’s sole discretion. Our
initial recommendation is to use EPON,

The project includes approximately 1900 passings using 47 miles of fiber optic network.

The size of the digital service provisioned to support the network will be determined by
the network’s demand. The actual optical service ties between the office and optical
distribution cabinets located at each hub will be a 10GigE.

From the Headend or each Hub a fiber network using the distributed tap architecture will
be designed to serve the area.

Fiber routes will be laid out logically to economically conncct each service group back to
the Optical Distribution cabinet located at the Headend or each Hub. Network
architecture will be a star design with the possibility to ring the network in the future,
There will be four distinct fibers designated to each Hub plus additional fibers as needed
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to allow for growth and business opportunities. As in a typical fiber network design there
will be one fiber designated for each group of 32 passings plus spares. There may be
other services or network fibers added to this number when finalizing the network design.

Although the optical link budgets and electronics are identical fo a iypical fiber network
build, the network will not employ 1:32 splitters but will use a design distributing optical
taps throughout the serving arca enabling the overall average fiber count to be reduced,
allowing for less up front capital and efficient longer term maintenance. This will allow
each drop to be connectorized simplifying the installation process and result in a more
efficient overall cost per mile.

Penetration is modeled at 70% of the homes passed for internet service.

The Optical Network Terminal will be capable of providing video, Ethernet and
telephone connections.
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IX. OPERATIONAL PLAN

10.1 Services Provided

The City intends to contract with an experienced firm to operate the system or provide
service over their networks.

The attached process model illustrates the services to be provided in the execution of
O&M tasks and system management responsibilities. Each of the elements shown in this
diagram has been expanded with more detailed process mapping.
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X.

FUNDING

It would be most desirable to atiract a private company that would finance the
deployment of the proposed broadband network. If such a private entity cannot be
obtained it is suggested that a private-public partnership be considered. Under such an
arrangement the City may consider expanding its water and sewer enterprise fo include
the fiber network. Under such an arrangement the fiber network would be finded using
tax-exempt municipal revenue bonds combined with the water and sewer enterprise fund.
Such bonds would be re-paid from the proceeds of the fiber network.

If such a plan were adopted, it is suggested that in addition to the fiber network funding,
funds also be provided to upgrade the existing water meters to SMART — automatic
metering with communications being provided by the fiber network. This would add
approximately $500,000 to the project cost. It is also suggested that the supervisory
monitoring and control system be enhanced for the water and sewer utility again with
communication provided by the fiber network. This would add approximately $200,000
to the project cost.

The total cost of the proposed project is as follows:

& Fiber Network $6,500,600
=  PMI - SMART Meters $500,000
s SCADA — Control Upgrade $200.000

$7.200,000

Another option to consider deploying is an initial project phase based upon the most
economical construction areas (those areas where the cost of the network per subscriber
is below $5,000). If this plan was adapted FDHs (Fiber Distribution Hubs — See
Appendix A) 5,6,8 & 10 would be delayed as their unit subscriber construction costs
range from $5,000 to $10,000 cach.

The project cost for this approach as a phase 1 would be as follows:

= Fiber Network $4.400,000
= PMI - SMART Meters $350,000
e SCADA — Control Upgrade $200.000

$4,950,000




Xl.

IMPLEMENTATION

13.1

The City survey indicated an even split in citizen response between preferring minimal fo
“no” City involvement in securing a broadband network to preferring significant City
participation. It is therefore suggested that a request for proposal be considered that
would seek proposals based upon the following options:

1. Total private ownership including operation and maintenance.
2. Municipal finance and ownership of assets but private operation and maintenance.

The decision with regards to deployment of the broadband network would depend upon
the responses received. The second alternative is a private-public partnership
arrangement.

A public-private partnership (PPP) is a government service or private business venture
which is funded and operated through a parinership of government and one or more
private sector companies. These schemes are sometimes referred to as PPP.

PPP involves a contract between a public sector authority and a private party, in which
the private party provides a public service or project and assumes substantial financial,
technical and operational risk in the project. In some types of PPP, the cost of using the
service is borne exclusively by the users of the service and not by the taxpayer.l' In other
types (notably the private finance initiative), capital investment is made by the public
sector on the basis of a contract with the private entity or entities to provide agreed
services and the cost of providing the service is borne wholly by the Private Entity.
Government coniributions to a PPP may also be in kind (notably the transfer of existing
assets). In projects that arc aimed at creating public goods like in the infrastructure sector,
the government may provide a capital in the form of providing access to low inferest long
teim tax exempt financing. In this project it is proposed that the water and sewer utilities
be combined with proposed fiber network. In this scenario the City would own the asset
of the network while the private entity or entities would be responsible for providing
services including operation and maintenance of the system.

Under this plan the City would control the design and construction of the network with
the private entity or entities assuming responsibility for the headend equipment, customer
service, operations and system mainfenance. The contracts entered into between the
public and private entities would detail service level requirements and the public entity
would exercise strict control over the enforcement of those service level objectives. The
City would prepare requests for proposals detailing all work scopes and specifications for
services to be provided by the private entities. All proposals would be received by the
City in an open competitive process in compliance with city ordinances and State of
Missouri statutcs.

General
The following process map outlines the implementation plan. It is planned to begin
construction in January and to complete construction 24 months later.
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IMPLEMENTATION

It is suggested that if an RFP is initiated by the City that potential responders should have
60 days to respond. Thus if an RFP was tendered on Nov. 1, 2015 all proposals would be
due by Jan 1, 2015, In consideration of the holidays associated with this time period it is
suggested that the tender period be extended to Feb. 1, 2016.

Allowing for proposal review and negotiations, it is likely that a contract could be
obtained on or about April 1, 2016. The buildout of the project is likely to reqguire two
years but could be deployed sooner depending upon subscriber sign-up response time.
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13.2

Pro Forma
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Proforma
City Of Peculiar. Missouri

Revenue
Video S 50.00
Data S 65.00
Voice S 20.00
Business HSD S 200.00
Installation fees (per connect) S 50.00
Wholeasale
Costs of Goods Sold |
Video Program Cost S 36.00
Internet Connectivity
Telephone S 15.00
Pole Rental S =
Expenses Annual Inflation Factor Test Year Annual Cost

Salaries & Wages

See Salaries Tab

Employee Insurance Group, Healih Life

See Salaries Tab

Taxes Payroll

See Salaries Tab

Paryroll Service Expense

See Salaries Tab

Consulting Fees 2% ) 15,000
Service Call Maintenance From Pulse Model
Equipment 2% S 20,000
Legal & Accounting Fees 2% S 5,000
Travel 2% S 2,000
Training & Education 2% S 2,000
Advertising 2% S 7,500
Dues & Subscriptions 2% S 500
Fees & Licenses 2% S 1,000
Postage & Shipping 2% S 5,000
Telephone & Communication 2% S 1,200
Computer Expense 2% S 2,500
Meals & Entertainment 2% S 500
Rents & Utilities 2% S 10,000
Misc. Expense 2% S 25,000
Management Fee 2% S 7,500
Capital Expenditures

Installation (per customer connect) S -

Video CPE § 5

Data CPE 5 =

Telephone CPE S -

Non-RUS Debt Amount S 6,477,894.77

Non RUS Interest Rate (APR) A%
Non Rus Loan Term (Years) 20
RUS Loan Rate (APR) 4.0%
RUS Loan Term (Years) 20




Proforma
City Of Peculiar, Missouri

Project Costs

Budget Original

NETWORK & ACCESS EQUIPMENT S 932,980
OUTSIDE PLANT § 4,725,355
SUBSCRIBER EQUIPMENT 5 .
BILLING SUPPORT AND OPERATIONS SUPPORT SYSTEMS S 25,000
OPERATING EQUIPMENT (vehicles, office equipment, etc.) S 15,000
PROFESSIONAL SERVICES S 629,560
START UP COSTS ) 50,000
OTHER S 100,000

Total | S 6,477,895

Total For Project

$ 6,477,394.77
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Proforma Phased Approach
City Of Peculiar, Missouri

Revenue
Video 3 50.00
Data S 65.00
Voice S 20.00
Business HSD S 200.00
Installation fees {per connect) 5 50.00
Wholesale
Costs of Goods Sold
Video Program Cost S 36.00
Internet Connectivity
Telephone S 15.00
Pole Rental S -
Expenses Annual Inflation Factor Test Year Annual Cost

Salaries & Wages

See Salaries Tab

Employee Insurance Group, Health Life

See Salaries Tab

Taxes Payroll

See Salaries Tab

Paryroll Service Expense

See Salaries Tab

Consulting Fees 2% S 15,000
Service Call Maintenance From Pulse Model
Equipment 2% S 20,000
Legal & Accounting Fees 2% S 5,000
Travel 2% S 2,000
Training & Education 2% S 2,000
Advertising 2% S 7,500
Dues & Subscriptions 2% S 500
Fees & Licenses 2% S 1,000
Postage & Shipping 2% S 5,000
Telephone & Communication 2% S 1,200
Computer Expense 2% S 2,500
Meals & Entertainment 2% S 500
Rents & Utilities 2% S 10,000
Misc. Expense 2% S 25,000
Management Fee 2% S 7,500
Capital Expenditures

Installation (per customer connect) S -

Video CPE = 3

Data CPE $ %

Telephone CPE S -

Non-RUS Debt Amount S 4,408,806.91

Non RUS Interest Rate (APR) A%

Mon Rus Loan Term (Years) 20

RUS Loan Rate (APR) 4.0%

RUS Loan Term (Years) 20




Proforma
City Of Peculiar, Missouri

Project Costs

Budget Original

NETWORK & ACCESS EQUIPMENT S 579,061
OUTSIDE PLANT S 3,306,132
SUBSCRIBER EQUIPMENT $ -
BILLING SUPPORT AND OPERATIONS SUPPORT SYSTEMS S 25,000
OPERATING EQUIPMENT (vehicles, office equipment, etc.) 5 15,000
PROFESSIONAL SERVICES S 333,614
START UP COSTS S 50,000
OTHER S 100,000

Total | & 4,408,807

Total For Project

$  4,408,806.91
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