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AMENDMENT NO. I TO AN AGREEMENT BETWEEN THE CITY OF
BEVERLY KILLS AND UPTOWN SERVICES, [IC TO PROVIDE
CONSULTING SERVICES RELATED TO DEVELOPMENT OF A FIBER
NETWORK AND SERVICES STRATEGIC PLAN FOR ThE CITY

NAME OF CONSULTANT: Uptown Services, LLC

RESPONSIBLE PRINCIPAL OF Neil Shaw, President
CONSULTANT:

CONSULTANVS ADDRESS: 7324 Cortez Lane
Boulder, Colorado 80303

CITY’S ADDRESS: City of Beverly Hills
455 N. Rexiord Drive
Beverly Hills, CA 90210
Attention: David Schinner, Chief Information Officer

COMMENCEMENT DATE: Upon Written Notice

TERMINATION DATE: June 30, 2015, unless sooner terminated

CONSIDERATION: Original Agreement $50,000 (including not to exceed
$5,000 for travel expenses)
Amendment No.1: $35,000
Total not to exceed $85,000
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AMENDMENT NO. I TO AN AGREEMENT BETWEEN THE CITY OF
BEVERLY HILLS AND UPTOWN SERV1CES, U~C TO PROVIDE
CONSULTiNG SERVICES RELATED TO DEVELOPMENT OF A FIBER
NETWORK AND SERVICES STRATEGIC PLAN FOR ThE CITY

This Amendment No. I is to that certain Agreement between City of Beverly Hills

(hereinafter called “CITY”), and Uptown Services, LLC (hereinafter called “CONSULTANT’)

dated June 26, 2014 and identified as Contract No. 300-14, the “Agreement”.

RECITALS

A. On June 26, 2014, CITY entered into an Agreement with CONSULTANT for

consulting services related to development of a Fiber Network and Services Strategic Plan for

CITY, as described more fully in the Agreement

B. CITY and CONSULTANT desire to amend the Scope of Work of the Agreement

to include residences, and to increase the Consideration to pay for the additional services.

C. CONSULTANT represents that it is qualified and able to perform the Services in

accordance with the terms set forth herein.

AGREEMENT

NOW, ThEREFORE, the parties agree as follows:

Section 1. Exhibit A, “Scope of Work” is hereby replaced in its entirety by Exhibit A,

“Scope of Work” attached hereto, and incorporated by this reference.

Section 2. The Consideration is hereby amended as set forth above.

Section 3. Exhibit B, “Schedule and Rates of Payment” is hereby replaced in its

entirety by Exhibit B, “Schedule of Rates and Payment” attached hereto and incorporated by

this reference.
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Section 4. Except as specifically amended by this Amendment No. I ,the remaining

provisions of the Agreement shall remain in full force and effect.

EXECUTED the _____ day of___________ 201_.., at Beverly Hills, California.

CITY OF BEVERLY HILLS, a municipal corporation

LILI BOSSE
Mayor of City of Beverly Hills, California

ATTEST:

________________________________(Seal)

BYRON POPE
City Clerk

CONSULTANT:
UPTOWN SERVICES, LLC

N IL .SHAW
President

—/—— DA IDP.ST C ON
Principal

APPROVED AS FORM APPROVED AS TO CONTENT

LAURENC . WIENER MAHDI ALUZRI
City Atto y City Manager

KARL AN
~na~eE
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City of Beverly Hills signatures continued for Amendment No. 1 to an Agreement Between the
City of Beverly Hills and Uptown Services, LLC to Provide Consulting Services Related to
Development of a Fiber Network and Services Strategic Plan for the City

APPROVED AS TO FORM:

LAURENCE WEINER
City Attorney



City of Beverly Hills signatures continued for Amendment No. 1 to an Agreement Between the
City of Beverly Hills and Uptown Services, LLC to Provide Consulting Services Related to
Development of a Fiber Network and Services Strategic Plan for the City

APPROVED AS TO CONTENT:

DAVID SCHIRME
Chief Information Officer

Risk Manager



EXHIBIT A

SCOPE OF WORK

CITY1s objective is to evaluate the feasibility of providing fiber services to CflYs residential and
commercial communities. If CITY were able to offer direct fiber connections, the goal would be
to:

To leverage the existing fiber network to provide services to the residential and
commercial communities that are not currently available from the existing carriers or that
are competitive with the existing carrier offerings.

• To attract new carriers or service providers who will introduce additional choices and
service competition for the larger businesses, including CITY itselIç utilizing CITY’s fiber
network.

• Generate additIonal revenue for CITY that will support the ongoing operation and
expansion of the fiber network and potentially attract new businesses to CITY.

• Interconnect with other local municipalities to offer regional point-to-point dark fiber
connectivity.

• CONSULTANT shall provide professional services (the ~Services~) related to the
research, development and drafting of a Fiber Network & Services Strategic Plan for
CITY.

CONSULTANT’s services shall include the following tasks related to the possibility of CITY
providing fiber to the premises (uFTTP~~) for residences and businesses in CITY.

PHASE 1: RESIDENTIAL COMMUNITY

Task 1— Research Survey & Market Analysis

CONSULTANT shall assess arid document the market demand for services enabled by an
FTTP system. CONSULTANT shall work with CITY staff to finalize the data gathering model to
be used, and the demographic variables to be captured via quantitative research.

(a) Phase I - Deliverable #1: Analyze Service Offerings of Incumbent Providers

(i) CONSULTANT shall analyze the local providers of broadband and
telecommunications services (phone, video, and Internet access) used by the
residential and business markets. The incumbents studied shall include at a
minimum:

I. Incumbent local cable TV providers

2. Broadband internet access providers

3. Incumbent local telephone providers

(ii) CONSULTANT shall identify the local offerings of the existing providers and analyze
the pricing of current service offerings. In completing this task, CONSULTANT shall
complete a side-by-side comparison of each major product or product package within
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each product category with respect to the appropriate benchmark incumbent and
identify any corresponding price discount or price premiums.

(b) Phase I - Deliverable #2: Subscriber Status of Incumbent Providers

(i) CONSULTANT shall determine the current subscriber performance (market share) of
each major incumbent provider. This data shall be used to quantify current market
share of the major incumbents.

(c) Phase I - Deliverable #3: Consumption Patterns

(i) CONSULTANT shall determine the current usage behavior for each broadband
service. These data will be benchmarked to lully served’ areas that CONSULTANT
has researched in prior studies to quantify the impact that local market conditions
have ion the incidence and usage of these services. Specific usage information shall
include:

I. Cable Television

A. % of households using no pay TV service

B. % of households using Cable TV service

C. % of households using Satellite TV service

D. % of Pay TV households using analog TV service

E. % of Pay TV households using digital TV service

F. % of Pay TV households using High definition TV service

2. Internet Access

A. % of households without a PC

B. % of households with a PC but no Internet

C. % of households using Dial-Up Internet service

D. % of households using Cable Modem Internet service

E. % of households using DSL Internet service

F. Market share of Internet providers

3. Local Telephone

A. % of households using wireless as a substitute for wireline

B. % of households using VoIP

C. Number of lines per household
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(d) Phase I - Deliverable #4: Customer Satisfaction

(I) CONSULTANT shall interpret the role that service satisfaction levels play in market
demand for alternative broadband services. This data can be cross-tabbed with
other data to provide insight into the drivers of satisfaction.

(ii) CONSULTANT shall determine the current satisfaction ratings for each service
category and provider. Specific satisfaction data shall cover

1. Satisfaction Scores by Service Category

A. Cable TV

B. Satellite TV

C. Dial-Up Internet

D. DSL Internet

E. Cable Modem Internet

F. Local Telephone

(e) Phase I - Deliverable #5: Determine Market Demand

(1) CONSULTANT shall define the opportunity for launching broadband services in CITY
in terms of potential size and market share penetration rates using forecast
accuracy, willingness to pay, and overstatement adjustment.

(f) Phase 1 - Deliverable #6: Benchmarking Research Results

(i) CONSULTANT shall provide comparable data to darify where CITY stands in
comparison to other markets relative to demand for alternative broadband. This
analysis attempts to answer such questions as: are the operating targets achievable
compared to the actual performance of similar ventures in this industry? How strong
are the purchase intent levels compared to other feasibility study quantitative
research results?

(ii) This analysis shall be completed such that CITY staff shall receive benchmark
metrics for the key market variables on these dimensions:

1. Purchase Intent (research-based): CONSULTANT shall use a minimum of
twenty (20) relevant and comparable quantitative surveys within the last ten (10)
years to graphically depict how CITY’s survey penetration metrics compare to
these other markets. The range of penetration estimates shall be provided and
CITY will be plotted within that range.

2. Satisfaction Levels (research-based): CONSULTANT shall use the same
comparable quantitative surveys to graphically depict how CITY’s survey
satisfaction metncs compares to these other markets. The range of penetration
estimates shall be provided and CITY will be plotted within that range.
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(g) Phase I - Deliverable #7: Benchmarking Penetration Results (peer-based)

(I) CONSULTANT shall provide data on penetration levels for all three broadband
services for these municipal broadband deployments The sample of these
broadband deployments shall cover a market size range from less than 2,000 homes
passed to 60,000. This report shall compare the demonstrated ability of these peers
to capture market share as compared to CITY’s business case.

(h) Phase I - Deliverable#~: Quantitative and Qualitative Research Methodology (survey)

(I) The research survey shall be conducted according to acceptable research standards
for achievement of random and independent sampling of the universe population.

1. Response Design: CONSULTANT shall carefully design response options to
ensure they are symmetrical and meet accepted research standards, using Ukert
scales for purchase intent questions CONSULTANT shall include open-ended
response options in the survey to gather specific information where needed (e g
“What could be improved with your current broadband services?”).

2 Screening Cntena CONSULTANT shall use screernng questions at the start of
every interview to ensure that the respondent is not biased due to his or her
employment All CITY employees and all incumbent employees shall be
screened out CONSULTANT shall ensure that the decision-maker for these
services is interviewed.

3 Residential Survey Sample The residential sample size shall be 400 A 95%
confidence interval shall be achieved for the residential quantitative research
survey With a universe of approximately 23,000 households, an error rate of ÷1-
4.9% is realized with a sample size of 400.

4. Survey Scope: The survey scope shall generate the key local market data
required to enable an accurate financial analysis to be prepared and will be
conducted using professional research practices and standards.

A. The survey shall identify current usage of broadband services.

B. The survey shall identify current spending patterns for broadband services.

C. The survey shall measure the current satisfaction levels among the
incumbent providers for cable TV, Internet access, and local phone service.

D. The survey shall measure the performance of the following key players on the
above attributes:

I. Incumbent cable television providers
II. Incumbent local phone companies

E. The survey shall quantify the interest and purchase intent (willingness to
switch) for broadband services if offered by an alternative provider.
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Phase 2: Commercial Community
Task 1: Market Analysis

CONSULTANT shall assess and document the need for local commercial fiber-based services
to help define CITY’s role in providing fiber-delivered services via CITY fiber. The following
work plan and deliverables shall be completed by CONSULTANT:

(a) Phase 2 - Deliverable #1: Identification of Local Business Requirements, Willingness to
Pay, and Potential Take Rate for CITY-Provided Lit Fiber Services

(I) CONSULTANT shall employ two market research approaches to identify current and
anticipated local commercial business requirements for high speed telecom services,
the extent to which those needs are unmet, and interest in CITY-provided telecom
services.

(ii) CONSULTANT shall conduct twenty (20) in-depth face-to-face interviews with
commercial/industrial business owners or IT managers. The objective with this
research approach is to qualify the current usage, pricing terms, and technical details
regarding connection requirements, unmet needs, and interest and level of support
among business communications decision-makers in CITY-providedlit fiber services.
Ideally, those interviewed should be potential customers as a major commercial
account for CITY-provided fiber service. CITY shall approve the interview list and
help recruit participants. Information gathered shall include but not be limited to:

1. Current use of broadband services and data networks,

2. Interest and need for high capacity fiber-based services,

3. Experience with existing broadband and fiber services in CITY and deficiencies
with current service and providers,

4. Desired and/or expected expansion of fiber infrastructure in CITY,

5. ResponsiveneSS to price decreases/increaSeS or service improvements, and

6. Beliefs about how CITY-provided fiber service could/should impact their
perception of the future of CITY, economic development potential, etc.

(b) Phase 2 - Deliverable #2: Assessment of Fiber-Based Services Currently Offered in
Beverly Hills

(i) CONSULTANT shall analyze the local providers of fiber telecommunications services
currently available tothe commercial business segment in CITY. Telecom providers
with a local presence shall be reviewed including the local cable MSO, the
Incumbent Local Exchange Carrier, and other carriers serving the business segment
with owned or leased finer. The analysis shall cover the following fiber-based
telecom services:

1. Internet Access Service (shared bandwidth)

2. High Capacity Access Service (dedicated bandwidth)

3. Point-to-Point Transport Service

4. Local Metropolitan Area Network Services
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(ii) CONSULTANT shall identify the local offerings of the existing providers.
CONSULTANT shall also analyze the pricing of current service offerings where
possible (many high capacity service contracts within the business segment are
priced on an Individual Case Basis, with the exception of Internet Access). In
completing this task, CONSULTANT shall complete a side-by-side comparison of
each fiber service offering.

(c) Phase 2 - Deliverable #3: Gap Analysis of Current and Forward-Looking Unmet Fiber
Needs

(i) CONSULTANT shall synthesize the results of the economic development goals) local
business fiber infrastructure requirements and needS, and the assessment of the
incumbent fiber-based service offerings to describe in detail the possible
opportunities to enhance technology infrastructure in CITY. The results of the depth
interviews and review of incumbent offerings will provide the needed data to
complete a gap analysis that describes what attributes and technical performance
needs of telecommunications infrastructure are needed now and in the future, but
are not being delivered via incumbents’ service providers. ln completing this task)
CONSULTANT shall:

1. Compare those services and capabilities in highest demand by CITY commercial
entities with the current projected technological infrastructure capabilities
available to them in CITY.

2. Identify current and future technology gaps for commercial internet access and
large business high capacity and dedicated access.

3. Identify the potential technology solutions for each identified gap.

4. Develop high level operational frameworks for each primary technology solutions
(clearly define CflYs role in the implementation and operation of each solution)
and incorporate these frameworks into the business case evaluation.

(d) Phase 2- Deliverable #4: Develop External Market Needs Assessment Report

(I) CONSULTANT shall draft an initial needs assessment of the commercial market for
CITY staff to review and provide input, and then prepare a final external market
needs assessment report. The report shall document and evaluate the commercial
fiber-services market along the dimension identified above Specifically, the report
shall include:

1 Documentation of CITY fiber-related economic development goals and vision,

2. Documentation of current fiber-based service offerings available in CITY,

3. Documentation of the market research and identification of unmet needs
described above (for both the depth interview and mail survey research surveys),

4. Documentation of unmet needs and gap analysis, and

5. Draft and final needs assessment reports documenting external fiber-related
needs, gaps with current infrastructure, and support for CITY-provided fiber
services.
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Phase 3: CITY Fiber Network Infrastructure
Task I: Technical Plan

(a) Phase 3- Deliverable #1: Technical Strategy

(I) CONSULTANT shall develop a technology strategy that will support the
implementation of CITY’s internal business requirements and the provisioning of
managed services to local business. The proposed approach and related
deliverables are outlined next

(b) Phase 3— Deliverable #2: Asset Inventory

(I) CONSULTANT shall characterize existing substructure resources (e.g., via existing
CITY power and communications conduit, participation in joint trench projects, and
existing AT&T conduit) available to CITY. This shall be completed based on
available GIS level databases and any other information available from CITY.

(c) Phase 3— Deliverable #3: Technology Evaluation

(1) CONSULTANT shall review and evaluate the key technology alternatives available
for Layers 1 —3 of the OSl model. Not all protocols and approaches are applicable
to every network and CONSULTANT shall help CITY determine the efficacy of
systems like dense wave dMsion multiplexing (DWDM), multiprotocol label switching
(MPLS), connection oriented Ethernet (COE), camer Ethernet (CE 1.0 and CE 2.0)
and Layer 3 routing.

(d) Phase 3— Deliverable #4: Reference Architecture

(I) CONSULTANT shall develop reference architecture for a network capable of
supporting the aforementioned applications and markets. This reference system
shall include alt applicable Layer 1, Layer 2 and Layer 3 building blocks per the
requirements developed in previous steps of this project. Building blocks shall also
include last mile, metro and middle mile elements. The primary technology shall be
assumed to be fiber based, but wireless and free space optics shall also be
evaluated for cases where capital requirements are too high for a fiber solution.

(e) Phase 3— Deliverable #5: Efficient Fiber Deployment Process

(I) CONSULTANT shall outline different fiber expansion approaches that maximize
CITY’s ability to leverage the same asset for multiple purposes. Such a strategy
would be driven by a combination of creative engineering, business case analysis
and network design. Achieving success in this area also requires that CITY select
equipment, materials and services partners that offer economical approaches
building and expanding the network.

(f) Phase 3— Deliverable #6: FTTP Sample Designs

(i) CONSULTANT shall develop broadband and smart grid sample network designs as
part of the development of an accurate capital budget. The design shall
accommodate current needs and be scalable enough to provide for future needs
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without wholesale equipment replacement. Outside plant items such as tights-of-way
issues, pole attachments, and other items required for successful implementation
shall be addressed Other issues such as network redundancy, equipment ancillary
equipment such as vehicles and other equipment not directly used in the
transmission of the signal shall be addressed.

1. Sample Design Development - The sample design phase involves evaluation and
development of the optimal outside plant design approach for the proposed
broadband and smart grid system. CONSULTANT shall work with CITY staff to
define the best mix of building blocks and their sizing for all critical outside plant
components. CONSULTANT shall also identify the appropriate sample areas to
be evaluated in detail with CITY staff.

2. Charactefizatiön of SeNice Area — CONSULTANT shall workwith CITY staff to
collect important information including, but not limited to the following:

A. Total residential passings;

B. Total commercial passings;

C. Total Multiple Dwelling Units (MDUs);

D. Total road miles;

E. Total miles of electric plant;

F. Percentage overhead vs. underground (direct buried vs. conduit);

G. Availability of pole space for additional fiber cable (power space vs. telecom
space);

H. Square miles of service area;

I. Location of all key Utility assets;

J. Existing fiber routes;

K. Location of local exchange carrier (LEG) central office (GO);

L. Location of any other telecommunications points of presence (i.e. long haul
carriers)

3. Selection of Sample Design Areas — CONSULTANT and CITY shall jointly
determine which areas (up to three service areas of 250 passings or less) are
best representative of the entire service area. CONSULTANT shall complete a
detailed design of the selected areas. This information shall then be used to
develop weighted capital requirements for the full service area.

4. Node Sizing - Depending on the size of the service area and the broadband
system used in the study, CITY may need to deploy nodes to house active
electronics. CONSULTANT shall discuss this approach with CITY staff and go
over any restrictions on the selected locations CONSULTANT shall also review
active node configuration alternatives that have been installed in vanous
broadband networks. Additionally, CONSULTANT shall estimate the number of
passings and subscribers per active node. This node sizing will be based on the
combination of the desired configuration (footprint 1 form factor), distance from
head end and likely penetration of homes passed for CITY’s services.
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(g) Phase 3— Deliverable #7: Sample Designs

(I) CONSULTANT shall provide detailed ESRI-based maps of each of the selected
sample design areas.

(h) Phase 3— Deliverable #8: Capital Budget

(I) CONSULTANT shall provide a line item capital budget including quantity and unit
cost information for each major piece of equipment and materials required for a
system-wide broadband deployment. This budget shall include expenditures related
to outside plant materials and construction, fiber transport equipment, broadband
equipment including network interface devices, customer premises equipment
including set top boxes, head end systems, building renovations and any other major
expenditures (vehides, test equipment, etc.). This shall serve as a key input for the
financial analysis task.

(i) Phase a— Deliverable #9: Revenue Forecast

(I) CONSULTANT shall create a revenue forecast based on the retail or wholesale
service that would be offered. The business case shall include penetration and
pricing input as derived from the market research for each business model being
considered by CITY. The revenue forecast shall account for each business structure
option being considered, and therefore shall reflect retail revenues for CITY under
some business structures and wholesale revenues under others.

(ii) CONSULTANT shall identify and quantify the sources of revenue for the network and
describe the portfolio of services the network will offer (either via CITY or a Retail
Partner). CONSULTANT shall financially model the various video business
structures (retail, outsourcing of the video feed, and last mile wholesale).
Consideration shall be given to all three broadband services (video, Internet and
telephone) as well as residential and commercial end user segments. The revenue
model shall indude revenue projections for the fifteen-year study and include rate
comparisons and sensitivities. CONSULTANT shall define the services to be offered
with respect to features and functionality, packaging tiers, and rate card pncing The
likely revenue stream will be modeled from the service set definition. Revenue will
be quantified by line of business and all assumptions shall explicitly be detailed.

(iii) The business case financial projections will cover a full range of the services that
CITY will or will not provide. Based on initial staff direction, these service
combinations shall be, but are not limited to the following scenarios:

1. Data only

2. Data and voice

3. Data, voice and video

(iv) Sources of revenue that will be identified and quantified shall include:
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Service Market Service Parameters

. Limited Basic

. Expanded Basic

. Digital Packages

Video • Digital Tiers
Services Residential • Premiums~ . PPVNOD

. Standard Set Top Boxes
• High Definition! DVR Set Top

internet Residential • Internet Service Tiers
Access and • Downstream and upstream speeds
Services Commercial • Features

= Residential • Access Line Fees
Voice and • Feature Packages
Services Commercial • Long Distance Packages

Triple Play .2- and 3-service combinations, discounts, and
Bundles Residential term limitations

Phase 4: Business Strategy and Business Structure Analysis
Task 1: Business Structure Options - CONSULTANT shall complete an analysis of the
various business structure options available to CITY for providing FTTP video services by
exploring the strategic financial, and organizational implications of each CONSULTANT shall
evaluate the following three FTTP business structure options with CITY staff to make sure all
appropriate options are being considered and then go about evaluating the alternatives from
both qualitative and quantitative points of view.

(a) Phase 4— Deliverable #1: Identification of Business Objectives

(i) CONSULTANT shall work with CITY staff to document the business objectives for
the proposed venture. The goal of this process shall be to develop a set of dear
objectives that can be used to drive the scope of the business strategy and then be
used as a measuring stick for the results of the FTTP business case.

(b) Phase 4— Deliverable #2: Identification of Business Structure Options

(i) Completion of this task shall indude an analysis of the following business structure
options:

1. Option 1: CITY serves as the services retailer. CITY builds, owns and operates
its own utility and directly retails the services being provided. It is expected that a
business partner would resell voice service to CITY in this scenano.
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2. Option 2: CITY serves as the services wholesaler in a public! private partnership
model. CITY Iuilds and owns the fiber system utility and relies on an exclusive
private sector partner as the services retailerlprovider to the end user.

3. Option 3: CITY serves as the services wholesaler in an open access network
model. CITY builds and owns the fiber system utility and relies on multiple non-
exclusive private sector partners as the services retailers/providers to the end
user.

(ii) All three of the business structure options shall be evaluated across the range of
services mix being considered. Based upon initial staff direction, these service
combinations shall be:

1. Data only

2. Data and voice

3. Voice1 video and data services

(iii) CONSULTANT shall dearly define and identify the potential business structures
available to CITY represented by the three options above and translate them into
business models for the FTTP network. The following dimensions shall help define
and differentiate the available options:

1. Product strategy ramifications

2. Organizational staffing and resource requirements

3. Outsourcing needs and requirements

4. Operational roles

5. Customer service ramifications

(c) Phase 4— Deliverable #3: Financial Analysis of Each Business Structure

CONSULTANT shall complete a scenario analysis within its financial models to quantify and
present CITY with a back-to-back comparison of each business structure from a financial
perspective. The financial metrics that will be addressed shall be:

(i) Working Capital Requirement

(ii) Bond Amount

(iii) Total Funding Requirement

(iv) Total Revenue (Year 15)

(v) Total Expense (Year 15)

(vi) Operating Income (Year 15)

(vii) Cash Flow with Debt Service (Year 15)

(viii) Cumulative Cash Flow (Year 15)

(ix) Net Present Value (Year 15)

(x) Return on Investment (Year 15)
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(d) Phase 4— Deliverable #4: Business Structure Recommendation

(i) Based upon the findings of the financial and strategic analysis addressed by Uptown
with CITY staff, a specific business structure recommendation shall be made. The
recommendation will address the optimal business structure for the proposed fiber
network venture. The final business case pro-forma shall be built using the specific
assumptions related to this structure alternative-

Task 2: Financial Feasibility Analysis - CONSULTANT shall analyze the financial feasibility
of deploying a broadband network in CITY. The tradeoffs among various potential business
strategies and tactics shall be induded in the analysis as described below.

(a) Phase 4— Deliverable #5: Operating Budget

(i) CONSULTANT shall develop a detailed operating budget that covers the many
different expenses involved with running a broadband enterprise The operational
and capital inputs shall be identified, and CONSULTANT shall review these with
CITY staff. The business case shall include all appropriate inputs related to cost of
goods sold and sales general & administrative (SG&A) expenses, including but not
limited to the following:

1. Video programming

2. Internet backbone connection

3. Telephone interconnection or third party fees for outsourced dial-tone

4. Incremental staffing and applicable overhead loading

5. Help desk services

6. Vendor and vehicle maintenance

7. Professional services

8. Right of way fees

9. Advertising, marketing arid sales

10. Billing and collections

11. Training

12. Financing expenses

(b) Phase 4— Deliverable #6: Capital Budget

(i) CONSULTANT shall fold the capital budget developed into the business case. The
business case shall include the following capital items:

1. Outside plant construction costs to pass all homes and businesses in the
proposed service area,

2. Building additions, renovations or improvements,

3. Fixed equipment capital for all head end systems, vehicles, test equipment and
data center platforms,

4. Variable capital per subscriber served including fiber drop, network interface unit,
power supply, battery backup, set top boxes, inside wire and contract labor,
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5. Upgrade budget for general network and subscriber level equipment1

(c) Phase 4— Deliverable #7: 15-Year Pro Forma Economic Analysis

(I) CONSULTANT shall complete, for a fifteen-year period of time, an economic
feasiblilty assessment of providing the needed communications services over a
CITY-owned broadband network. Revenue projections shall indude market
penetration and price sensitivity.

(ii) The economic assessment shall indude at a minimum, all of the following:

1. Revenue Projections

2. Operating Expenditures

3. Earnings Before Interest, Taxes, Depredation and Amortization (EBITDA)

4. Capital Expenditures

5. Peak Funding Requirements

6. Net Present Value of Cash Flows

7. Return on Investment (RO))

8. Internal Rate of Return (1RR)

9. Annual cash flows

10. Working Capital Requirements

(d) Phase 4— Deliverable #8: Quantitative Risk Assessment (Sensitivity)

(I) CONSULTANT shall complete a Quantitative Risk Assessment using
CONSULTANT’s proprietary risk assessment tool, Virtual Analyst~.

(ii) Virtual Analyst~ calculates and loads all of the best and worst-case variable values
for the given scenario. Once the values are set for processing, Virtual AnalysVM
runs the model for every variable value and records the desired result(s) (e.g. IRR,
Yearl 5 Cumulative Cash Flow).: After all of the variable values have been
processed, Virtual Analyst~’ sorts the range of outcomes from largest to smallest to
determine the most sensitive variables. The user is presented with an interactive
GUI where they are able to modify best and worst case values for the top ten most
sensitive assumptions (see Figure 2). Once the user is satisfied with the variation
percentages for the top ten assumptions, Virtual AnalysV~ creates “tornado
diagrams” for the top 10 and top 20 most sensitive variables.
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(iH) Sample Interactive Sensitivity Analysis Table:
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(iv) Sample Top 10 Most Sensitive Variables Chart:
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(v) Sample Cumulative Probability Chart:
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Task 3: Recommendations, Report & Study Presentation: CONSULTANT shall provide
guidance to CITY on the financial viability of the FTTP project based upon the pro forma
outcomes and financial sensitivity analysis. CONSULTANT shall further make
recommendations on strategies and tactics that could reduce costs and decrease financial risks.
CONSULTANT shall outline next steps typically taken by a municipal system if CITY determines
to proceed.

Phase 4— Deliverable #9: CONSULTANT shall produce a high quality bound PowerPoint report
to present the data, analysis, and findings of the project. CONSULTANT shall present the
findings to CITY staff, the Technology Committee, and City Council or other governing body as
directed by CITY, and make a final deployment recommendation based upon the results of the
feasibility study.
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EXHIBIT B

SCHEDULE AND RATES OF PAYMENT

City shall pay Consultant an amount not to exceed Eighty Five Thousand Dollars ($85,000.00)
for the services provided under this Agreement. Consultant shall invoice City for actual hours
worked up to the not to exceed cost.

Consultant shall submit an itemized statement to City for its services performed for the prior
month or weeks, which shall include documentation setting forth, in detail, a description of the
services rendered and the hours of service. For reimbursement of travel, Consultant shall
submit copies of receipts as supporting documentation. City shall pay Consultant all undisputed
amounts of such billing within thirty (30) days of receipt of the same.
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EXHIBIT C

CERTIFICATE OF INSURANCE

This is to certify that the following endorsement is part of the policy(ies) described below:

NAMED INSURED COMPANIES AFFORDING COVERAGE

A.

ADDRESS B.

C.

COMPANY POLICY EXPIRATION B.I. LIMITS P.D. AGGREGATECOVERAGE(A.B.C.) NUMBER DATE

0 AUTOMOBILE LIABILITY

a GENE AL LIABILITY

PROD CTS/COM LETEDa OPERATIONS

a BLANKET CONTRACTUAL

a CONSULTANTS PROTEC IVE

a PERSONAL INJURY

a EXCESS LIABILITY

0 WORKERS COMPENSATI N

It is hereby understood and agreed that the City of Beverly Hills, its City Council and each member thereof and every officer and employee of
the City shall be named as joint and several assureds with respect to claims arising out of the following project or agreement:

It is further agreed that the following indemnity agreement between the City of Beverly Hills and the named insured is covered under the
policy:CONSULTANT agrees to indemnify, hold harmless and defend City, its City Council and each member thereof and every officer and
employee of City from any and all liability or financial loss resulting from any suits, claims, losses or actions brought against and from all
costs and expenses of litigation brought against City, its City Council and each member thereof and any officer or employee of City which
results directly or indirectlyfrom the wrongful or negligent actions of CONSULTANTs officers, employees, agents or others employed by
CONSULTANT while engaged by CONSULTANT in the (performance of this agreement) construction of this project.

It is further agreed that the inclusion of more than one assured shall not operate to increase the limit of the company’s liability and that
insurer waives any right of contribution with insurance which may be available to the City of Beverly Hills.

In the event of cancellation or material change in the above coverage, the company will give 30 days written notice of cancellation or material
change to the certificate holder.

Except to certify that the policy(ies) described above have the above endorsement attached, this certificate or verification of insurance is not
an insurance policy and does not amend, extend or alter the coverage afforded by the policies listed herein. Notwithstanding any
requirement, term, or condition of any contract or other document with respect to which this certificate or verification of insurance may be
issued or may pertain, the insurance afforded by the policies described herein is subject to all the terms, exclusions and conditions of such
policies.

DATE: BY:

Authorized Insurance Representative
TITLE:

AGENCY: Address:
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