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l. Executive Summary

This document offers a high-level business plan for initiating and operating the City of Fort
CollinséRetail fiber-to-the-premise (FTTP) broadband network. After extensive research and
due diligence, municipal deployment of a FTTP network is a viable alternative to produce
meaningful sustainable benefits for the City of Fort Collins. Fi b er 6 s technglagywithean
stable history, capable of meeting current performance standards. It is the most promising
alternative to meet future needs.

The business plan (Plan) addresses the broadband status quo in the City of Fort Collins, market
profile and opportunity, operating plan, proposed network architecture and financial
requirements of the retail model. In addition, the competitive environment will be investigated,
possible operating scenarios examined, and frequently asked questions answered.

The Plan was written with data provided by Uptown Services in the 2016 Financial Feasibility
Analysis and with data available to staff at the date of publication and may not reflect current
conditions. The Plan will be updated as new information becomes available.



. Mission

Status Quo

The City of Fort Collins began exploring the benefits and need for a high speed fiber network in

2010 when Google announced the launchofthed Thi nk bi g with a gig: Our
networkd ¢ o mp.€rheiCityiwasramong the estimated 1,100 communities that applied. After

Google announced Kansas City as their first Google Fiber community, the City, along with

Colorado State University (CSU) joined an effort called GigU. Thirteen communities and their

land-grant universities partnered to explore the benefits to the University and City of Fort Collins

by creating a future-proof AConnected City.0

Why Fiber-to-the-P r e mi s e 97 Vlihy NloWwP

The term Af ui$usedé dgscribea ity thag i6 connected to the internet for
commerce and quality of life services. Fort Collins is home to CSU and an outstanding public
school system that uses the internet for world-class research and business. Fort Collins has a
tech-savvy culture and a strong economic base with diverse employment opportunities that
could benefit from enhanced broadband services. High speed broadband is the nervous system
of innovation, entrepreneurship, education and quality of life. The ability to connect quickly and
reliably (both upload and download) has proven to be a differentiator.

For the next 30-50 years, fiber is the anticipated required infrastructure. With upgrades to the
electronics, a fiber network can handle significantly greater speeds in the future. In contrast,
existing coax and copper cable systems are at the end of their technological life and will not
support speeds that will be needed throughout the next 20 years. Conversation with the two
major incumbents providing internet service in the community indicated both believed their
existing speeds were adequate to meet existing consumer needs and their business plan was to
upgrade the system speed as the consumer needed it. Neither would commit to when a full fiber
network system to all premises may be implemented.

Questions frequently arise as to why the City would enter a market that traditionally has been
dominated by private companies. According to the Federal Communications Commission
(FCC) the real underlying cause of slow, expensive internet in the U.S. is the lack of competition
among providers. New broadband entrants into the market have a substantial impact on price
reductions, increased customer service and accelerated infrastructure upgrades. Incumbents
typically try to maximize use of the existing infrastructure, such as copper, wireless or a hybrid
approach. Non-fiber infrastructure can create dependability concerns due to the life and
reliability of copper. Fiber, wh i ¢ h t elori@g in itg ir@adband plan, is not susceptible to
weather or electromagnetic interferences and can have a lifespan of 25i 40 years or beyond.
Currently, wireless technology is a complement to wired connections, not a substitute.



The City realized a fiber-connected city created advantages over a disconnected city. With the

growing importance of high speed internet within the economy and citizen& daily lives, a plan

for securing gigabit-speed internet across the C i t grodvéh management area (GMA) is crucial.

It was also apparentthatthee xi st i ng net wor IGMAwould require significant Ci t y 0 s
technology upgrades before they were able to offer reliable gigabit speeds to the general public

at a reasonable price. It would seem a municipal network was the obvious option. However,

Senate Bill 05-152 (SB152) prohibited the City from being engaged in providing internet

services; that is until 2015. In November 2015, 83 percent of Fort Collins voters chose to

overturn SB152, thus removing the legal barriers to the City of Fort Collins from providing high

speed internet.

Staff created this high-level business plan to document the assumptions, data, estimates,
challenges and details associated with creating a municipal retail fiber-to-the-premise (FTTP)
network that would offer broadband service to the Fort Collins GMA.

City of Fort Collins Retail Broadband Solution

During the Budgeting for Outcomes (BFO) community outreach in 2014, the community
prioritized and identified a need to address the lack of reliable, universal and affordable
broadband services. The City of Fort Collins addressed the broadband situation by identifying
the following strategic objective in the 2015/2016 Strategic Plan.

fiStrategic Objective 3.9 1 Encourage the development of reliable high speed internet services
throughout the community.o

The overall objective is to bring reliable, high speed internet to the city of Fort Collins, while
making an informed decision through evaluation of risk and opportunities. The FCC formally
defines broadband as internet download speed of 25 megabits per second (Mbps) and upload
of 3Mbps or faster. However, a popular benchmark of high-speed broadband is commonly
known as gigabit speed (Gbps), and is seen in many cities across the country including
Longmont, CO.

One possible option for accomplishing Strategic Objective 3.9 is the City of Fort Collins

Municipal Retail FTTP Broadband Network in which the City will design, build, own, operate and

market internetservi ces t o al | pr e mGMAe #itiavbuitdHout of the nNeteorkCi t y 6 s
would be within existing city limits and service would be added to the GMA as those areas were

annexed into the City. In summary, the City would:

A Design a fiber grid network to ensure infrastructure is available on a community-wide
basis

A Borrow between $130M and $150M to fund the network construction and systems
implementation to all businesses and residences



Design a fiber grid system to ensure infrastructure is available on a community wide
basis

Manage construction of the fiber network build, provide quality assurance and
comprehensive testing to ensure a high quality network

Design and install fiber drops to each premise when a customer orders internet service
from the City

Provide internet services to all premises requesting service

Lease Dark Fiber as requested by businesses

Develop sales and marketing programs to effectively compete in this competitive market
Develop appropriate back-office systems required to support customer service and
maintain and monitor the network

Target Residential Pricing of $50/month for 50Mbps service, and $70/month for 1Gbps
while also offering an fAAffordable I nterneto t

o o Do e o Do o Do

Fort Collins plans symmetrical (same speed for both downloads and uploads) speed offerings of
both 50Mbps and 1Gbps residential offerings. Symmetrical service would also be an option for
commercial subscribers.

Additional benefits sought by the City include:

Competitive pricing

Universal coverage across the GMA

Underground service for improved reliability

Timely implementation to providing services within a reasonable timeframe

To o o Do

History of Investigation

The City held discussions with each of the Fort Collins major incumbents. Each described their
strategic commitments and timing to upgrade their existing systems to a high speed fiber-based
system. While the incumbents have plans to upgrade their systems over time, no specifics or
promises were provided, such as:

1) What percentage of customers will have FTTP connectivity by year-end 2017/2018?

2) When they will have a network that is fully fiber-based across the entire growth
management area?

3) How they will help the City ensure that all neighborhoods benefit from connectivity?

Staff explored a number of solutions in addition to the retail model to achieve the Ci t Strétegic
Objective 3.9 and developed the following four alternatives:
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A. Do Nothing i Rely on the current incumbents to upgrade their systems and provide
improved speed and reliability per their capital improvement plans
B. 3rd Party or Partnership i Develop a partnership with an existing internet service
provider that leverages theirexpert i se and experience combined wi
and reputation to develop and deliver high speed internet within the community
C. Wholesale Model i where the City builds out a fiber network and attracts other service
providers to market and operate the system
D. Retail Model i where the City enters the business of building out, operating and
providing internet and other services across a City-owned fiber infrastructure

Extensive community engagement was conducted in 2016 to determine citizen preference
amongt he four options. The gr apparsomde Irceve ud U mma rLiozcea |
Legislative Affairs Committee preference and input from the online survey.



Faceto-Face Results
(without Local Legislative Affairs Committee)
80%
60%
40%
20%
0%
Absolutely Not Supportive Not Supportive Cautiously Supportive Somewhat Supportive Very, Very Supportive
m Do Nothing ®Franchise m Wholesale m Retail
Local Legislative Affairs Committee Results
70%
60%
50%
40%
30%
20%
10%
0%
Absolutely Not Supportive Not Supportive Cautiously Supportive Somewhat Supportive Very, Very Supportive
m Do Nothing ® Franchise m Wholesale m Retail
Online Results
70%
60%
50%
40%
30%
20%
10%
0%
Absolutely Not Supportive Not Supportive Cautiously Supportive Somewhat Supportive Very, Very Supportive
m Do Nothing ®Franchise = Wholesale m Retail

NOTE: At the time of the outreach, thethjpda r t y al t er nat i v e olovas statuta dokesendt allbwi telecamenbinicatien.franchiSes and therefore is
now referred to as thirdarty.

10



As part of the investigation, staff has had phone discussions and visited with several
communities that have launched a broadband effort. In addition, a consultant, Magellan, was
engaged in late 2015 to provide case study analysis of the various business models

communities have used. Attachmentlpr ovi des t he detail TheCityMagel | and
Fort Collins also evaluated how 25 peer communities are working to stay connected. Twenty out
of 25 peer cities have state | egislation that res

telecommunications industry. The appendix summarizes how Fort Collins peer cities are
approaching broadband.

In summary, the fDo Nothingoalternative did not achieve Strategic Objective 3.9. The

Wholesale model requires the City to make a significant investment in building out the fiber

net work (approximately $90M) and t leelitysouepayéthe s of t
debt for the build-out is dependent on the success of these external service providers. The risks

identified with the Wholesale model are similar to what has occurred in Utah and Tacoma

Washington. Staff determined neither of these alternatives met the objectives of the project.

From 2016 through early 2017, staff explored both the 3rd Party/Partnership model and the
Retail model. This business plan is specific to the exploration of a City owned and operated
FTTP internet service business.

The City hired Uptown Services, consultants who have evaluated broadband service offerings in
more than 40 different communities, to support a feasibility evaluation of both retail and
wholesale models. Working with staff, Uptown conducted market surveys, evaluated and
estimated construction costs, estimated market take rates (the market share the City would
have after five years) and developed a financial model for a full build-out of a fiber network in
Fort Collins. The resulting business plan relies heavily on the work of Uptown Services.

/2017

JANUARY - APRIL
3rd Party alternative

Due Diligence

City of
F .

BROADBAND - i
TIMELINE |
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Platte River Power Authority

Platte River Power Authority (PRPA) maintains the local fiber loops for the Cities of Fort Collins,
Loveland and the Town of Estes Park. The backbone fiber ring began in 1998 as an electric
substation communication upgrade. It replaced unreliable radio and telephone line connectivity
for an important supervisory control and data acquisition (SCADA) network. A quality SCADA
system provides utilities (both power and water) with valuable knowledge and capabilities that
are key to running a reliable and safe business. PRPA and the City of Fort Collins partnered to
connect all of the substations in the community with a 144-fiber backbone cable (12 buffer
tubes). PRPA, needing only one buffer tube (12 fibers), offered buffer tubes to City Traffic,
Utilities and IT departments. The remaining fibers were presented as leasable to public and
private local institutions.

PRPAG6s rol e inclade:t i nues to
1 Managing all fiber splices on the substation backbone
1 Providing location services for the substation backbone

1 Actively leasing dark fiber not used by the host municipality to public and private lessees
(potential additional revenue for the new system)

9 Provide solution design services to lessees

1 Performing ongoing maintenance, troubleshooting, and customer support for lessees

1 Maintaining fiber documentation and fiber management database

1 Implementing capital improvement

1 Administering billing and collections of fiber lease revenue and returning the collected

revenue to the municipalities

The current agreement between the City of Fort Collins and PRPA expires on Dec. 15, 2018.
Currently, the City utilizes 36 of the 144 fiber strands for existing City use (fire, police, IT, Utility,
Traffic, etc.). Of the 144 strands, only 25 are not being utilized. It is also estimated that the City
receives $270k in revenue annually from PRPA due to dark fiber leasing agreements.

Given the limited number of unused strands and the expected future need to utilize the existing
PRPA fiber infrastructure to support municipal operations, very limited excess capacity has
been identified that could be used for the retail model. As a result, the infrastructure needed to
support the retail model will require new fiber installation, and will not be able to leverage the
existing PRPA fiber ring.

12



1.  Broadband Market Profile

Residential

Currently, the majority of computers and applications do not require gig speed to operate
effectively. Studies indicate speeds of 75Mbps will largely handle the average consumersé
requirement. However, the Citwydsoogmalwiitsh tfd bibfea tiunnrfe ast r u
reasons:
1) As more and more devices are used within a single household, the simultaneous use will
begin to exceed the current speed offerings.
2) As speed becomes more readily available, new applications will be developed that
require a higher speed.
3) With the growing use of cloud services, a more symmetrical service will be required.

Residential broadband subscribers are utilizing more online applications that require more
bandwidth, quality and reliability out of internet connections. The impact of simultaneous
applications and devices accessing a single home broadband connection creates a situation
where most residential broadband connections are unable to handle the amount of bandwidth
needed to support all applications simultaneously. In addition, the myriad of cloud services is
driving the need for more symmetrical broadband services, as real-time applications require
additional bandwidth, in terms of both download and upload speed. Many times, these
applications synchronize in real time, meaning that they are always consuming bandwidth at a
constant rate rather than only when the user is actively engaged through their computers,
tablets and smartphones. As more of these applications are deployed, broadband connections
will need to accommodate the increased bandwidth load.

The proliferation of devices, commonly referred to as the Internet of Things (I0T), is also driving
the need for more bandwidth. As more devices in homes, businesses and public places all
access existing broadband connections, these demands also extend to many devices inside the
home that are now connecting to the internet using residential broadband connections. Many
video/audio systems, thermostats, irrigation and security systems are now connected to the
internet, consuming more home broadband bandwidth. The increase in the number of devices
using internet-based applications continues to drive additional broadband demand in the home.

Commercial

Accessible, affordable and reliable broadband services are a key productivity and efficiency

driver for businesses of varying sizes. In many cases, bandwidth consumption outpaces the

broadband speeds local businesses are able to purchase. Upgrading is often times not an

option due to the prices businesses are able to afford and service availability, as well as other

IT-related factors. When local broadbandservi ces cannot fAkeep upo with b
businesses lose productivity and efficiency, which affects their bottom line and makes them less

competitive with regions that have more affordable broadband services.

13



Taken in aggregate, this lack of online access will eventually result in a less competitive
business market, from an economic perspective, as growth from the digital economy will be
realized by other communities. Solid economic studies have not been completed that support
this presumption; however, more and more businesses acknowledge that reliable, high speed
internet is a requirement as they look at relocation opportunities. Communities also risk
retention issues as businesses that are not able to gain efficiencies with their existing
broadband services will, in many cases, move operations to communities that have more
availability of these services.

Broadband is a fundamental utility asset that businesses require, as they rely on broadband to

maintain connectedness to the electronic world. The majority of these types of

businesses rely on online services to maintain their daily operations. Through promotion of a

communi t y éedge bremdbdnd segrices, current businesses can be assured that they

can remain in the region and have robust access to the rest of the digital world. Accessible and

affordable high speed broadband has also gone beyond being a differentiator to being a key

part of the Aminimum anted for attracting and ret
that realize thistakest eps t o ensure their environments are f
businessodo is not increased due to expensive broad

City of Fort Collins

Fort Collins is nestled against the foothills of the Rocky Mountains and alongside the banks of

the Cache La Poudre River. With an estimated population of 167,500, Fort Collins is among the
nationds fastest ¢gr oTheGitygincloded many @assdtsiahdaamenities thad s .
provide a competitive advantage including: CSU, abundant natural resources and agricultural
land, a highly educated and creative workforce, a historic downtown, and many miles of trails,
parks and bike paths. Fort Collins is known as an innovative community and has one of the
highest rates of patents per capita in the world with a major research institution i CSU 1 a

cluster of federal laboratories and such high-tech companies as Hewlett-Packard, AMD, Intel

and Broadcom.

DEMOGRAPHIC FACTS FORT COLLINS COLORADO UNITED STATES
Est. Population, 2017 167,500 5,540,500 323,127,513*
Persons under 5 years old* 5.7% 6.2% 6.2%
Persons under 18 years old* 19.9% 23% 22.9%
Persons 65 years and over* 8.8% 13% 14.9%
Female persons* 50.1% 49.7% 50.8%
Employment 74,498 2,181,455 121,079,879
Median Household Income* $55,647 $60,629 $53,889
Median Age* 29.3 34.3 37.7

Approx. % of Pop. w/ completion of 4+ years of college 52.5% 38.1% 29.8%
education*

White person* 89% 87.5% 77.1%
Persons of Hispanic or Latino origin 10.1% 21.3% 17.6%

*Data provided by ACS 2011-2015 Source: Colorado State Demography Office

14



Factors that influence localint er net adoption include cost,
including income levels. Brookings Institute noted in 2015 that 92.1percent of households
earning $75,000 or more annually had a broadband subscription. Using this benchmark to
evaluate the Fort Collins market indicates that roughly 36.3 percent of Fort Collins residents
earn $75,000 or more per year.

Surveys and market studies performed by Uptown Services LLC, consultants engaged by the
City of Fort Collins, found the following issues prevalent:

1

15

The two incumbents have the vast majority of market share for both Internet and voice
services in Fort Collins.

Satisfaction for Internet and voice service benchmarks low; video is average.

Top residential market needs are: lower prices, increased Internet speed, and improved
reliability.

Top small- to medium-size business market needs are: lower prices and carrier-grade
reliability.

Residential market purchase intent is very high and exceeds Longmont survey metrics.
Small- to medium-size business market needs are being met, but price levels are high
up to 200Mbps.

Strong provider preference for the City within the residential market.

Small- to medium-size business market is open to considering the City FTTP network as
a provider option.

The project appeal and purchase intent is strongest among younger households.

avai

a



V. Fort Collins Customer Profile

Market Segmentation

Uptown Services LLC were engaged to investigate the Fort Collins market and produce a
market demand study based on survey results and expertise.

Uptown segments and methodologies:

Market Research Research Parameters
Segment Methodology
» Sample size of 400 with 95% Confidence Interval with a £ 4.9 sample
error
Residential » Weighted by age decile to Fort Collins actual age distribution from
Consumers | Quantitative | 2010 Census data
Phone » Screened for telecom/broadband decision maker and employment
Surveys bias
» Sample size of 50 with 95% Confidence Interval with a + 4.9 sample
Small and error
Medium Sized » Screened for telecom/broadband decision maker and employment
Businesses bias
» Located within the city limits and not home-based
» Has internet
Large » Responses aggregated for confidentiality
Employers | Qualitative | « Evaluate the current and future demand and need of the commercial
and Depth and institutional segment
Institutional | Interview | o Qualify interest and level of support for the development and
Partners implementation of fiber broadband infrastructure

16




Residential Market

AccordingtoGover ni ng. comds fA AattedrCitiesa d 9 1 Md 8%t o€Co For t
residents have at least one wired connection.

Top 20 cities with the Highest Internet Subscribership Rates per Governing.com 2013:

Ranking Iﬂouseholds Households Without ot Median Household Co.llegel or
With Broadband Broadband Income University?
1 Centennial, CO 96% 1,530 106,000 $96,677 No
2 Cary, NC 95.5% 2,568 151,088 $100,081 Yes
3 Irvine, CA 95.3% 3,944 236,716 $98,923 Yes
4 Frisco, TX 94.7% 2,416 136,791 $108,428 Yes
5 Bellevue, WA 93.6% 3,363 133,992 $48,719 Yes
6 Gilbert, AZ 93.4% 4,733 229,972 $80,121 Yes
7 Boulder, CO 92.7% 3,080 103,166 $57,112 Yes
8 Pearland, TX 92.6% 2,595 100,065 $89,149 Yes
9 Plano, TX 92.3% 8,184 274,409 $79,234 Yes
10 Scottsdale, AZ 92.1% 7,900 226,916 $57,484 Yes
11 College Station, TX 92% 2,785 100,050 $39,479 Yes
12 Coral Springs, FL 92% 3,231 126,604 $69,808 Yes
13 Surprise, AZ 92% 3,835 123,546 $55,857 No
14 Sunnyvale, CA 92% 4,507 147,559 $65,165 Yes
15 Lewisville, TX 91.6% 3,086 101,074 $57,457 Yes
16 Round Rock, TX 91.6% 3,122 109,821 $65,731 Yes
17 Arlington, VA 91.5% 8,452 224,906 $103,010 Yes
18 Fort Collins, CO 91.4% 4,957 152,061 $53,359 Yes
19 Naperville, IL 91.3% 4,329 144,864 $107,306 Yes
20 Torrance, CA 91.2% 5,010 147,478 $76,082 Yes

A statistically valid phone residential market demand survey conducted by Uptown Services in
March 2016 asked questions around the internet, voice and video services as part of the overall
inputs for the financial feasibility analysis. The study focused on high speed internet service, but
the appeal of bundling services at a minimal cost was also investigated. The study confirmed
that almost all Fort Collins households use the internet. Of Fort Collins households surveyed, 99
percent use the internet at home. Of these connected homes, cable modem and digital
subscriber lines (DSL) represent the vast majority of the market share at 94 percent.
Additionally, the study indicated that internet usage is prevalent across all income and age
groups.

The survey also touched on customer service satisfaction levels, which plays a role in the

market demand for alternative broadband services. Respondents were asked to rank customer
satisfaction of various services (cable television, satellite television, non-pay television i

antenna and basic channels, DSL, cable modem, telephone and electric utility) on a scale of 1-
10with 10 being fitotally sat i s)fThecadetagexustdmet b e i
satisfaction ranged from a high for electric utility at a mean rating of 8.7, to 6.8 for DSL and 6.6
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for cable modem. Sixty-f our percent of the respondents
rating while other incumbent internet services had significantly lower ratings. Lower prices,
increased internet speed, and reliability dominate the wish list of service improvements
respondents identified for broadband. Branding and bundling were of secondary importance.
Additionally, 81 percent of respondents acknowledged the importance of having low cost, high
speed internet.

Importance of Having Low Cost Higpeed Internet

m Fort Collins

81%
14%
] 2% 2% 1%
Very Important Somewhat Important Neither Somewhat Very Unimportant

Unimportant

In addition to questions about current broadband services, market share and customer service
satisfaction, the broadband market demand survey asked respondents about their interest and
purchase intent (willingness to switch) for broadband services if offered by an alternative fiber
network provider. Assuming the competition at a $70 per month price and a City-owned network
at $50 per month price, seventy percent of respondents would definitely or probably switch to a
City-owned fiber network for internet services. Furthermore, if respondents answered they
woud6definitelyd or Opr obabl iytdinetsenicescthey e asked e
the reason for the switch. The top three reasons given by respondents for a switch were: need
for higher capacity, lower prices and the City as a preferred provider. If both the City and
competitive offering were priced at $70 per month, only 45 percent of respondents indicated
they would definitely or probably switch to the City-owned network.

rated

fiber

dlf these services were available to your home, and offer the same speed, which
2T UKS F2tft2pAy3 aaliSySyida o0Said RSa

m Comcast $70/City $50 79%
m Both $70

10%

1% 2% 3%

| Would Switch to Comcast | Would Switch to Ft Collins | Would Retain My Current Don't Know
Service
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Online Residential Broadband Survey

Due to wide-spread community interest, staff made an edited version of the residential market
demand phone survey available online to anyone who wanted to participate. This was not
intended to be statistically valid, but rather to allow more residents to engage in the
conversation. More than 1,800 responses were received and the results were consistent with
the original, statistically valid, residential phone survey; the exception being that the online
guestionnaire saw a higher response from younger demographics.

Top Attributes Relative to Importance Comparable Results

Online Questionnaire Participants Statistically Valid Phone Survey Participants
Speed Reliability

Price Price

Reliability Speed

Customer Service Customer Service

Low Income

In October 2015, 33 percent (or ~8,744) of Poudre School District (PSD) students participated in
the free or reduced lunch program. This program provides subsidized meals for those
households that meet the 185 percent of poverty level qualification. The data provided by PSD
was then compared to the census data for Fort Collins to verify that 5.4 percent of all
households are eligible for the free meals participation program. The low income, affordable tier
program will be available to those households at the 1.3 income: poverty ratio to match the free
meal participation requirements, and calculates to be approximately 3,332 households.

TheAfff or dabl e plograneisnotbddaemdfully defined. Staff anticipates this will occur
during the initial operational planning stage if the retail model is pursued.

Small- to Mid-Size Business

As of 2016, the City of Fort Collins has approximately 8,000 small- to mid-size businesses
(SMB). Eighty-eight percent of all Fort Collins businesses are defined as small businesses (less
than 50 employees), which is similar to the national average. Nationally, SMBs are responsible
for 64 percent of new jobs and 50 percent of non-farm gross domestic product (GDP).

Uptown prepared a separate quantitative, statistically valid phone survey that was deployed to
the small- to mid-size business segment in March 2016. The survey found that Comcast and
CenturyLink are the only two Internet Service Providers (ISPs) with significant SMB market
share in Fort Collins (about 96 percent of respondents). Two-thirds of SMB respondents in Fort
Collins are under contract for internet and voice services. Additionally, SMB respondents had
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similar responses to the residential respondents in regard to customer satisfaction by service
and customer needs. Reliability, increased speed and lower internet prices dominated the wish
list for service improvements for SMBs. One item to note is that SMBs put a larger emphasis on
the need for improved reliability (48 percent of SMBs identified this on their wish list), due to
reliance on technology and the internet for business operations (merchant service transactions,
ecommerce, cloud-based storage, etc.).

Internet Access Provider for SMB Market Share
54%
42%
1% 0% 2%
|
Comcast CenturyLink Rise Broadband FRII Other
SMB Subscribed Download Speed
34%
26%
14%
8% 8%
6%
|| [
10M 20M 30M 40M 50M 100M >100M Don't Know
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SMB Incidence of Provider Contracts

2%

66%

Both Internet and Voice m Internet Only Voice Only m No Contract

SMB Wish List for Improved Broadband Services

Lower Prices

Increased Internet Spee

Reliability

Nothing

Customer Service
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High Speed Internet Provider Preference

SMB m Residential
45%

369

24% 24%39,
15%
11%
6% 4% 4%
2%.0 : 0% 0% 0% 2% 0% 2%
() 0 0 () -
CenturyLink  Comcast The City FRII PRPA TDS Telecom Rise A new Don't Know

Broadband  provider

Large Business / Institution

The objective of the large business / institution qualitative survey was to identify the current
capacity needs, future capacity needs, unmet needs and level of support for a fiber broadband
network. Those interviewed could be major commercial account customers, and/or influencers
in the community. A total of 24 interviews were conducted and the responses aggregated for
confidentiality.

Findings from large business/institution qualitative surveys:

A Fiber is widely available and there is high incidence of dedicated access via fiber

A The survey found that due to multiple incumbent providers competing in the large
business/institution segment

A Advance data needs are being met with dedicated connections for the
business/institutions sole usage

A Most firms currently have sufficient bandwidth, but the City FTTP network would be
considered as an option for redundancy and potential cost savings
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Large Institutional Partner Needs

Fiber Available?

Have Fiber?
Dedicated Connection? Yes
Have Redundancy? m No

Have Unmet Needs?

Under Contract?

Will Consider the City?

| | | |
0% 20% 40% 60% 80% 100%

Subscriber Retéop (ATake

Uptown consultants utilized a conservative research technique from the Packaged Goods sector
to estimate potential subscribership rate, or take rate. This technique has been utilized for more
than 30 years. It was developed as firms realized research respondents, for various reasons,
overstate purchase intentions during research as compared to the eventual penetration of a
product that was commercially launched. One measure of success for municipal broadband
projectsis by itsfi t a k eddefireed as the number actual number of subscribers divided by the
total potential subscribers.

In March of 2016 the Uptown consultants estimated the take rate for City-provided internet
service in Fort Collins at 38.8 percent for residential and 45 percent for small business. This
assumed no other gig speed internet offering in the City of Fort Collins at the time.

In April 2016 with the potential launch of DOCSIS3.1 by Comcast, a competing internet service
that provides 1Gbps down and 30Mbps up, Uptown revised the Cityd sesidential take rate to
30.2 percent.

During the recent development of the retail model business plan, staff re-evaluated the pricing
model based on industry standards and long-term sustainability. Additionally, during this time of
approximately June 2017, Comcast announced the deployment of DOCSIS 3.1 to the Colorado
mar ket. This technol ogy ut i Ibleszaedsan@rovide BGbpsd s
download and 35 Mbps upload speeds.
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Due to these changes (listed below), Uptown Services recommended re-surveying the
community to confirm the take rate:
1. City of Fort Collins revised the Tier 1 (50 Mbps) internet price from $40 to $50 per
month
2. City of Fort Collins revised the Tier 2 (1 Gbps) internet price from $50 to $70 per
month
3. Comcast6s DOCSIS 3.1 pricing is $159.
per month with a one-year contract.
4. Comcast is testing a $70 per month promotional offer in Longmont, where NextLight
1 Gbps is offered.

Based on the survey responses, Upt own Services

rate to be 28.2 percent.

The following data shows that the estimated take rate is comparable to similar municipal
benchmarks at the 5-year milestone. Five years signifies the completion of the construction
period.

95

Internet Penetration
(By Month Since Launch)

50%
40% —
30%
20%
10%
0%
0O 6 12 18 24 30 36 42 48 54 60 66 72 78 84 90 96 102 108
Month
= Sallisaw, OK - Morristown, TN Pulaski, TN
—\Nilson, NC Tullahoma, TN —Murray, KY
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Estimated take rates based on the statistically valid phone surveys conducted March 2016, April
2016 and June 2017. The following graph depicts take rates in the 3 distinctly different
environments in which the surveys were conducted.

Post-DOCSIS 3.1 Post-DOCSIS 3.1

Pre-DOCSIS 3.1

Estimates Announcement*
Residential Internet 38.8% 30.2% 28.2%
SMB Internet 45%
Residential Voice 28.6% 8.4%
SMB Voice 41%

*assuming $70 gig pricing for incumbents and City retail

Residential subscribed premises would reach approximately 18,000 in year 5 and grow with the
population at 0.4 percent thereafter. Commercial subscribed premises would reach 3700
premises in year 5 and grow at 1.5 percent while staying at a constant take rate of 45 percent.
Voice services take rate would erode throughout time from a high of 8.4 percent in year 4, to 4.7
percent in year 15, as this technology reaches end-of-life and citizens transition from land lines
to cellular service.

25



V. Competitive Environment

Incumbents

The Fort Collins market is dominated by two major incumbents, Comcast and Century Link.
Current Internet Market Share

(Households)
2%

57%

Comcast m CenturyLink m Satellite = Other

Each of these incumbents operated within the City for several decades and provides all three
services generally included in a bundled offering i internet, phone and video content.

Century Link™ (CL) has a significant fiber presence within the community to support their
existing network with plans to extend further into new construction neighborhoods at some time
in the future. The majority of new residential construction supported by CL is FTTP. CL stated
the current average consumer does not need 1 Ghps service. CL shared data with City staff
that indicates the maximum consumer need, accounting for multiple devices, is estimated at 75
Mbpswi t h t oday 6 sCLagotrdmmitted toiwben, or.if, they will serve all Fort Collins
premises with a fiber connection. CL also shared they face a challenge of meeting their ROI
requirements if they were to build out to the entire City with a fiber network.

Comcast also has an extensive fiber presence within the community that primarily extends to
the node within a neighborhood. Newly constructed neighborhoods are served by a combination
of fiber and/or coax. Comcast also has not committed to a timeline for servicing all Fort Collins
households with fiber.
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During the community engagement visits, many communities communicated significant
challenges from their local incumbents, which illustrate the highly competitive market the City
would enter with a retail model offering. T h e  Canticipabed 28.2 percent take rate would
largely come from the market share of the two incumbents.

INCUMBENT RESIDENTIAL INTERNET PRICING

Download Upload Price Technology
10M 2M $49.95 Cable
25M 5M $59.95
Modem
75M 5M $74.95 (DOCSIS
150M 10M $89.95 3.0)
250M 25M $149.95 '
G MRC: $299.95
comeast  jinited availability within /3~ 2G NRC: $1,000 Fiber

(2 Year Term

mile of fiber network) Contract w/ Penalty)

Cable
1G 1G Monthly: $140 Modem
3 Year Term: $70 (DOCSIS
3.1)
1.5M 896k $44.00
™ 896k $49.00
CenturyLink 12M 896k $54.00 DSL
20M 896k $64.00
40M 5M $74.00

Prices reflect subscription to Internet service at non-promotional rate as of March 2016.
*Not available in all areas of Fort Collins

The pricing above reflects published prices as of March 2016. Pricing is very dynamic within the
market and can change frequently. Bundled services that include video and phone and
additional charges are also utilized, making it difficult to develop price-to-price comparisons.
Furthermore, citizen satisfaction with their DSL and cable modem broadband service is among
the lowest of the 24 markets surveyed by the broadband consultant group Uptown Services.
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Satisfaction Rating by Service/Service Provider

(Mean Rating on a 1 to 10 Scale)

A * I

Cable

Satellite TV DSL Cable Modem Telephone Utility

Competitive Response

Both incumbents have extensive resources, marketing teams and advertising budgets that can
create a significant competitive issue for a retail model offering by the City. Comcast is a
corporation that had $8B of after-tax profits in 2016, and CL is in the process of acquiring Level3
for approximately $34B. In addition, each incumbent also has legislative lobbyists that can
influence future legislation and could impairtheCi t yés abi l ity to fund
Wilson, NC spent approximately two years with legal and legislative hurdles before being able to
launch their internet service. UTOPIA, a consortium of sixteen towns in Utah, started out as a
retail model before legislation changed, which prevented municipalities from providing retail
service. The network was in construction and had to switch to a wholesale or open access
model. Various factors influenced the lack of success of UTOPIA, but they were ultimately
unable to attract sufficient service providers to make the network economically viable. iProvo,
Provo,
to Google for $1, and UTOPIA is in conversation with a third party who is asking each premise
within the service area pay an $18 per month utility fee to support the debt service and network
operations. This scenario is intended to illustrate the potential risks and influence large
incumbents can have within a local market.

UT O s

municipal networ k al ssold&®ievengtwdrkh e

Comcast recently announced the DOCSIS 3.1 technology roll out that utilizes their existing
coaxial network infrastructure. DOCSIS 3.1 offers 1 Gbps download speeds and 35 Mbps
upload speeds. T h e
per month. A promotional price of $109.99 per month with a one-year agreement will be offered
in Fort Collins and Larimer County. The technology upgrade does require customers to perform
a cable modem and router replacement, and a firmware upgrade. Comcast believes this new
technology will meet the near-term needs of the community, and with future upgrades the
existing copper cable is capable of multi-gigabit speeds.
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Municipal Retail Implications

Recently, the City Manager, Deputy City Manager and Chief Financial Officer visited several
municipal-run broadband providers. The communities visited included: Wilson, NC;
Chattanooga, TN; Cedar Falls, IA and Longmont, CO. The site visits allowed the attendees to
openly discuss the challenges and opportunities that a municipal-owned retail ISP can have on
the local community. Particular emphasis was placed on the governance of their municipal-

owned broadband.

Cedar Falls, 1A Wilson, NC Chattanooga,
TN
Start Date 1995/2013 2008 2013
Market Share 85% 40% 55%
Price i 50/100 Mbps $58/mth $35/mth $60/mth
Pricei 1G $117/mth $100/mth $70/Mth
Households Served 12,000 8,300 84,000
1G Customers 36 100 5,000
Governance Board of Council Board of
Trustees Self-Executing Trustees
Memo L&P CEO
decision

Additional lessons learned from the site visits include:
A Broadband is complex and very different from Light & Power i business mindset,
market, etc.
Broadband is a part of the community brand and sense of place
Broadband creates economic advantage over those without connectivity
Each of the communities would do it again

To T o

The recent market demand study conducted by Uptown Services indicates that given a choice,
the majority of respondents prefer to receive high-speed internet from the City (see graph in
section V). In addition, 78 percent of those surveyed ranked Fort Collins Utilities a 9 or 10 out of
10 in terms of satisfaction. The citizens of Fort Collins have trust and brand recognition in the
City organization. There® a strong preference for the City within the mass market, both
residential and SMBs.

29



VI. Operating Plan

The following sections highlight the basic operating components needed to successfully conduct
the retail model. However, it should be noted these same components would need to be
addressed regardless of the operating model.

Retail Model Summary

The retail model assumes the City builds out a fiber network across the entire city limits and
ultimately across the entire GMA. The City also operates the network, provides internet and
possibly offers other services to subscribers. Marketing, customer acquisition, repair and
maintenance to the network, customer service representatives inside of call centers, and
administrative and management oversight functions will also need to be created and managed
by the City.

The City needs to issue bonds in the range of $130M to $150M to support the construction and
infrastructure needed to provide these services. Critical success factors within the financial
model include: 1) cost of network build, 2) take rate of the services from Fort Collins premises
and 3) the price for the service. Critical operational success factors include: 1) successfully
operating within a competitive environment vs. a traditional monopolistic utility environment, 2)
gaining expertise and experience within a fast-changing technology business and 3)
establishing appropriate governance and oversight structures that allow the broadband business
to operate in a competitive market.

Critical Operational Success Factors

The City is focused on service. That will be a strong asset within a broadband launch. St af f 6 s
commitment to serving the community and reputation for providing outstanding customer

service will be a considerable asset. A shift from an order-taking mindset, current utility

operations donét require marketing and selling as
these services, to customer acquisition through marketing and selling will be required. Agility,

nimbleness, market analysis, and closing-the-sale are essential attributes.

While the City has experience installing fiber in the ground and utilizing that fiber to monitor and
maintain various systems around the city, operating and marketing a network providing retail
service in competition with large corporations will require a different expertise and focus from
management and staff. Technology will shift, consumer preferences will change, and the
organization will need to be adaptable and responsive to these changes.

A governance structure different from the current Utility Enterprise governance will need to be

established; one that provides the ability to have private discussion with City Council on matters
of strategy, pricing, implementation, service plan changes, etc. All communities visited stressed
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the need for a governance model that is different from the traditional municipal utility given the
competitive nature of the broadband market.

Operations management will be required to make timely business decisions. In order for a retail
business to succeed, operational decisions must be made as needed to compete in a time-
sensitive, competitive environment. These decisions may have significant material, financial,
operational, or personnel impact. Higher level discussions that are less time-sensitive and more
focused on overall strategy, vision, or mission can be driven by a council or a board of directors.

Capital Requirement

Capital requirements will be in the range of $130M-$150M depending on the final architecture
and subscriber adoption. Capital expenses include: network construction, network start-up
costs, issuance fees, capitalized bond interest, debt service, working capital, early installations,
etc. The estimated range of investment accommodates some possible contingencies which
could include construction cost overruns, higher than anticipated demand, and market
competition factors. Other currently unplanned cost implications such as Active Ethernet
installation or additional annexations thus increasing Fort Collins GMA, are not included.

The largest cost component of the capital requirement will be the network construction, currently
estimated at more than $80M. Network construction amount estimates rest largely on the

fi pas s i nlexplainedsbelaw). The final passing cost used in the retail model includes a
contingency to assist in managing total required capital.

Other significant network start-up related expenses of approximately $30M include: facility
equipment and systems, vehicles, engineering design, working capital, and electronic
equipment within the network. Bond issuance fees, capitalized interest and working capital
also account for an estimated $22-$23M.

Capital Requirements Amount
Network Construction $80M
Bond Issuance Fees, Capitalized interest, Financing Ni&8M
Contract Installation $7M
Facility & Vehicles $6M
Fiber Drop, Powering, ONTs $6M
Fixed Equipment $5M
Engineering, Design, Inspection $4M
Back Office Systems and Capital $1M
Subtotal $122M
Working Capital $10M
Contingency $18M
Total $150M
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Passing Cost

Fort Collins will require more than 800 miles of fiber to reach the 62,000 premises and 8,000
commercial meters withinthe GMA.APassing Cost o is a key variabl e
construction cost of the network and conveys the cost of installing fiber to pass each premise.

A key characteristic of Fort Collins that increases the passing cost is the fact that all fiber will
need to be installed underground. Ninety-nine percent of all Fort Collins utilities are
underground and, per City Code, all new installations are required to be underground as well.
Compared to aerial network installations, this dramatically increases the cost of installation but
would also increase reliability and reduce maintenance costs overall.

To estimate the cost of installing fiber throughout the Fort Collins network, sample
neighborhoods were analyzed. Density, described as number of premises passed per mile, is a
key driving variable determining the cost of network installation. Initially, seven sample design
representative neighborhoods were analyzed (listed below). The fpassing per miledmetric was
calculated along with material and labor coststo arrive ata A TpetPaals si ngdo cost f or
neighborhood. The neighborhood was then given a weight that describes the percentage of
Fort Collins GMA that particular neighborhood represented. Multi-Development Units (MDU),
such as apartment complexes, were analyzed separately due to their unique characteristics.
MDUs were estimated at 50 percent of the average cost of a single-family home installation.
The final weighted average cost per passing for Fort Collins was estimated at $855. Due to the
varying nature of Fort Collins neighborhoods, the uncertainty of conduit availability, and
potential issues with underground installation, a 15 percent contingency factor was added. The
final modeled passing cost equated to $984/premise.

NEIGHBORHOOD SAMPLE DESIGN

Sample uG Passings Matl per Labor per Total per

Design Area  Miles Passings  per Mile Weight  Passing Passing Passing
Quail Hollow 3.2 243 75 30.1% $140 $980 $1,120
English Ranch 25 243 96 22.6% $132 $781 $913
Alta Vista 0.7 63 95 6.4% $128 $792 $920
Old Town 2.2 235 98 5.7% $126 $699 $825
Hearthfire 2.6 174 66 2.1% $165 $1,097 $1,262
Taft Canyon 3.8 235 62 1.8% $170 $1,187 $1,356
Willow Brook 0.6 81 143 0.0% $98 $530 $628
MDUs* 0.0 0 0 31.3% $73 $424 $497
X\(/eei?:;ci oy 156 1274 82 100% $116 $739 $855

0,
é?)gotingency $984
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Weighted

Average
Outside Plant  Per
Costs Passing
Materials $116
Labor $739
Total $855
Contingency
12
@ 15%* $128
Total $984
Drop Cost
I ncluded in the total c ap.ORassingapemiseidoeenoteontecti s t he
the premise to the network or enable internet access; it simply means the fiber is in close
proximitytothepr e mi s e . The fiber connection must stildl
premise is actually connected tothe network. The fidrop costo is the expens

the fiber in the street to the premise.

There are two components to the drop cost: pre-install and premise installation. Pre-install
includes trenching and installing the fiber underground on the premise property. Premise
installation costs primarily consists of the equipment (ONT, power cable, connectors, etc.)
needed at the premise to connect the fiber.

Total cost of a drop to a premise will average approximately $591 per premise with the highest
cost variable being the contract labor component. During the five years of construction, contract
labor is used to avoid the need to hire full-time employees on a long-term basis. Contract labor
is needed temporarily during construction to subsidize employee labor capacity to complete pre-
installs in a timely manner, and occasionally needed for premise installs during high activity
periods.

Drop Components | Average Cost

Contract Labor $295.79
ONT Expenditures $172.57
Fiber cable, UPS, Power $123.42
Total $591.78
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Pricing Assumptions

City retail residential pricing has been determined to be $70/month for gig service, $50/month
for 50Mbps service, and $25/mo for voice (phone) service.

City Retail Model " Residential Pricing

Affordable Internet TBD

50 Mbps Symmetrical $50/month
1 Gbps Symmetrical $70/month
Voice $25/month

This pricing compares favorably to other municipal offerings around the country, as well as
incumbent offerings, and accomplishes the additional benefit sought by the City, namely
competitive pricing.

Comparative Municipal Offerings around the Country

RS Fiber - Minnesota $50 $70 $130
Arrowhead Electric - MN $60 $70 $100

Reedsburg, WI $45 $75
Sandy, Oregon $60
Sebewaing, Mi $35 $55 $105 $160
Chatanooga, TN $58 $70
Lafayette, LA $53 $63 $110
Longmont, CO $40 $50
Cedar Rapids, IA $46 $105
Co-Mo Connect - MO $100
Ozarks Electric - AR $50 $80
Average $45 $58 $53 $67 $94

Commercial service will have a full range of possibilities that includes various speeds and
symmetrical options. Residential service is symmetrical by default. The range of the
commercial data offering would be:
i Standard Internet Access
0 Shared capacity connection over GPON
0 No contract requirement and no Service Level Agreement (SLA) guarantees
o Can upgrade to symmetrical bandwidth and add premium BGP Routing (some
tiers)
i Dedicated Internet Access
o Dedicated capacity via Active E connection (same ONT)
0 Requires dedicated fiber strand; practical option for pure commercial service
areas
o Contract agreement with SLA and term requirement
9 High Capacity Direct Fiber Access
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o

Multiple connection options:
A Direct routed connection
A Customer CPE connection (either non-protected media converter or
protected)
o0 Protected connection is optional
o Contract agreement with SLA and term requirement
0 Resale rights may be included
9 Point-to-Point (Transport Circuit): Dedicated pathway of defined capacity without access
1 MAN: Customized access and transport solution for multi-site business or institution

City Commercial City Commercial Price
Download/Upload

25 Mbps/5 Mbps $59.95/month

Add Symmetrical + $10

50 Mbps/10 Mbps $69.95/month

Add Symmetrical + $30

100 Mbps/20 Mbps $89.95/month

Add Symmetrical + $50

1 Gbps/500 Mbps $599.95/month

Add Symmetrical $200

Given the wide range of commercial possibilities, the practicality of modeling each option is not
feasible and produces diminishing returns with false precision. The retail model therefore
focuses on the three lowest material revenue streams shown above and accounts for the
majority of commercial revenue streams.

City Commercial City Commercial Price
Retail Model

25Mbps / 5Mbps $59.95/month

50Mbps / 10Mbps $69.95/month

100Mbps / 20Mbps $89.95/month

High capacity options refer to dedicated bandwidth. This type of installation requires a custom
guote for both the recurring and non-recurring fees ($4,500/month for transport and access on
average) and term contract (typically 3 years). Commercial custom install fee to cover unique
costs per individual installation. Unlike the standard internet service offerings, the high capacity
installs should be reviewed on a case-by-case basis to establish pricing.
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Marketing Plan

Objectives

The objectives of the marketing and customer service strategy are to secure and maintain a
minimum of 30 percent market share of all premises passed by installing one or more services
per premise. The long-term goal will be to secure and maintain a 45 percent to 50 percent
market share. Three distinct principles guide the product design, promotion, delivery and
support:

9 Provide excellent service with high quality technology

1 Educate customers on how an FTTP product improves their quality of life

9 Capitalize on the strengths and stability of City of Fort Collins brand and high quality

customer service

Satisfaction Rating by Service/Service Provider
(Mean Rating on a 410 Scale)
10.0

8.0

6.0
4.0
2.0
0.0

Cable TV  Satellite TV Non-Pay TV SL Cable Modem Telephone Utility

The survey completed by Uptown highlighted that Fort Collins Utilities has the highest customer
service satisfaction ratings among service providers. A cornerstone to the marketing and
customer service strategy is positioning the image of Fort Collins Utilities as stable, reliable and
efficient.

An equally important point to be communicated in the marketing message and reinforced by
customer service is the strength of the fiber technology platform. It offers customers increased
bandwidth, content and speed, along with more options for interactive services. Fiber has no
bandwidth limitation. The fiber network architecture will provide symmetric bandwidth or equal
speed for information uploads and downloads. That message will be translated by educating
customers about the ways this technology will improve their daily lives. Additionally, fiber can be
a platform to other technologies that could create additional opportunities for the City to provide
additional services such as wireless, Smart Cities capabilities, etc.
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Budget

Marketing budget (not including Marketing Coordinator) in year 1 is $150,000 or one half of a full
yeard budget due to operations still being in startup mode without a full-year of activity. The
budget in year 2-5 budget is $300,000/annually. Year 6+ with on-going operations has a budget
of 1 percent of revenue, which equates to an average of approximately $250,000 per year.

Promotion & Advertising

Brand Positioning: Fort Collins Utilities has built a solid reputation for customer service.
Additionally, creating excitement as one of the first FTTP communities reinforces that the City of
Fort Collins is an innovative and progressive community. For the FTTP project, it will be key to
capitalize on this image and reinforce favorable brand reputation by extending its performance
in offering broadband services.

Awareness Advertising: The City will implement local ads and promotions. These include print
advertising, social media, sponsorships and event marketing (booths at local events).

Direct Marketing and Promotion:  The direct marketing program will benefit from a community-
level scale of the Utilities brand. These tactics involve targeted marketing as the network is
rolled out within specific areas with specific messages and promotional offers. The objective is
to get the recipient to respond with information or purchase inquiry (either online or over the
phone). The most important direct marketing tactic is direct mail and door hangers, as well as
other viable tactics such as bill inserts and marketing events.

Customer Service Plan

Customer Service Strategy

A key component to gaining customers, and more importantly, retaining customers is the
service and support they receive. The overriding goals of customer service are to resolve
customer issues with the initial call and remain accessible to customers at all times. An
important marketing message can focus on the legacy of excellent customer service already
provided by the City of Fort Collins.

In an effort to achieve those goals, customers will enjoy multiple points of entry to the customer
service department. Representatives will be available to handle both call-in and walk-in inquires.

Additionally, the Utilities website will offer options to review product and service availability,
order services, view billing statements and process bill payments.
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Option 1: Customer service associates will be managed and integrated as part of the existing
Utilities Customer Connec t i on Department (ACustomer Connection

Option 2: Outsource first tier customer call center to a third party provider that runs 24-hours a
day. A local presence will be a priority.

Customer Service Planning

The customer ser vi c dscuswmemsatisfacton,itomaintain clistroen tsust
and loyalty, to sell the customer products based on their needs and interests, and to ensure
each customer values our products and services. Important performance metrics and indicators
include:

1 Availability i monthly availability of 99.925 percent

1 Mean Time to Repair i monthly average not to exceed two hours Monday - Friday

9 Customer Call Wait Time 1 will not exceed a monthly average of two minutes

Customer Service Staff

Customer Connections success relies on the ability to recruit, hire, train, motivate and retain a
team of talented and knowledgeable professionals. Commitment to provide superior customer
service is implicit in all job descriptions and it is important that all customer service
representatives (CSR) share our commitment to make each customer experience value added
and build a lasting customer relationship.

The team of training CSRs will respond to incoming customer calls, handle customer contact in
retail locations, up-sell customers (when additional products are available), and make outbound
calls to customers for follow-up. They will consider every call taken as a sales opportunity to
respond to customer orders to:

1 Process new sales and up-sell orders (when additional products are available)
Process transfer service and move orders
Process downgrade and disconnect order
Process equipment-related orders
Categorize and process order types
Askopen-ended questions to determine which product
household needs

=A =4 4 4 =9

Uptown estimated that Fort Collins Utilities would need to add four CSRs in year two of the
network development and an additional two full-time equivalents (FTE) by year five.
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Additionally, Customer Connections will need to hire two FTEs dedicated to Commercial
Accounts.

Personnel Requirements

Base
Position Title Salary Yearl Year2 Year3 Year4 Year5
General Manager (GM) $135,000 1 1 1 1 1
Data Technician $105,000 1 2 2 2 2
Commercial Account
Representative $80,000 1 2 2 2 2
Sales Engineer $80,000 1 1 1 1 1
Field Operations Supervisor $80,000 1 1 1
Marketing Coordinator $75,000 0.5 1 1 1 1
MDU Account Manager $75,000 1 2 2 2 2
Contingency $70,000 5 5 5 5 5
Maintenance Technicians $65,000 1 1 2 2
Technical Service Representatives
(TSR) $60,000 4 4 5 6
Service Technicians $60,000 1 3 4 4
Installation Technicians $55,000 3 7 6 5
Customer Service Representatives
(CSR) $50,000 4 4 5 6

The model assumes the base salary and headcount reported above plus 30 percent for benefits
and 2.5 percent annual increase. Management including the General Manager, Data
Technician, Commercial Account Representative, Sales Engineer, Marketing Coordinator and
Multi-dwelling Unit (MDU) Account Manager will be hired in year one with growths through year
three to reach steady state. Front-line hiring will start in year two. Headcount will vary during
the five year build out to align with start-up activity with the following numbers representing
steady state. Five contingency headcount have been added to the model to account for
unforeseen issues or productivity concerns.

1 6 Customer Service Representatives - inbound/office sales, order entry and first tier
support

1 6 Technical Service Representatives - second tier customer support, dispatch and
service provisioning

1 CSRI/TSR staffed at 1 FTE per 2,000 accounts growing to 4,000 by Year 5, but with a
minimum of 3 FTE for CSR/TSR to ensure phone coverage.

1 5 Install Technicians
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o Installs are two-phases, with a pre-install followed by a separate premise install.
All pre-installs are completed by a contractor at a fixed rate ($200) for Years 1-5,
and then insourced. Premise installs are completed by internal FTE, except in
Year 4 (25%) and Year 5 (50%) by a contractor at a fixed rate ($250) to maintain
Install Tech headcount at long-term levels. Each Install Tech can complete three
installs per day, growing to four per day by Year 5.
1 2 Maintenance Technicians i maintain fiber system from backbone to network access
point, 1 per 1,000 plant miles of fiber
1 4 Service Technicians i fix subscriber problems
o Service call volume equals 50 percent of all subscribers/year dropping to 25
percent by Year 5. Each Service Tech can complete four per day growing to 6
per day by Year 5

Compensation is based on the Cityd wage scale with 30% benefits assumed and 2.5 percent
annual salary increases. Annual salary increases may need to be evaluated due to industry
standards.

Facilities

A Broadband Office and Shop Facility will be required with approximately 17,000 square feet of
both office and shop space. Financial assumptions assume a facility would be built on existing
City-owned land and 2017 cost estimates are $5.6M. Leased space will be evaluated during
detailed business planning. From the start of design, the time to build appropriate facilities is
estimated to take 19 months, and will require interim facilities for operations during the first 1.5
years.
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Milestone Timeline
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