MINUTES of REGULAR SESSION
CITY OF HIGHLAND
TELECOMMUNICATIONS ADVISORY BOARD
CITY HALL
MONDAY, FEBRUARY 10, 2014
7:00 P.M.
ROLL CALL:
Members Present: Chairman Marron, Vice-Chairman Boulanger, Board Member Rusteberg

Additional Attendees: Light & Power Director Dan Cook, Finance Director Kelly Korte and City staff
member George Stram.

CALL TO ORDER:
Chairman Marron called the meeting to order at 7:07 p.m.
MINUTES:

A. Approval of minutes of the January 13, 2014 Regular Session of the Telecommunications
Advisory Board.

Rusterberg made a motion to approve the January 13, 2014 minutes. Marron seconded the
motion.

REPORTS:
A. List of customer Sign-ups and Installs.

Finance Director Korte reported that HCS currently has 1,160 customers. Cook questioned
whether the number was accurate, as he felt that more installs were being done than the

numbers reflect.
B. Financials

Finance Director Korte handed out HCS financial data. She stated that HCS is currently at 67% of
the budget year. More specific financials will be covered in a later meeting item.

C. RF Filter Implementation

Director Cook stated that the RF filters are not being installed as of yet. Apparently, the filters
are too long to be attached to the ONT while being able to fit into the enclosure. Cook plans on
obtaining small pieces of coax cable to use as jumpers between the filter and the RF port on the



ONT. Furthermore, because of the installers’ schedules, Director Cook will install most of the
filters himself.

Update on Construction

Cook reported that construction in the LCP 1 area is complete. Cook and staffer Stram are
presently finalizing construction drawings for the LCP 11 area of town. Cook expects material
orders to be placed within the next week or two.

Internet Connection update

Cook informed the Board that there are enough spare fibers available at Highland High School
that no splicing will be needed in order to make the Bluebird connection. All that will be needed
are jumpers at the high school and at the head-end.

Cook next discussed the status of the PEG Bandwidth project. Cook, Stram and Tracey Robinson
have a meeting this Thursday with contractors from PEG to discuss details for completion of the
project. HCS does have some splicing and fiber placement to perform for the project.

Commercial Marketing strategy

Director Korte gave an update in regards to marketing strategy. HCS needs to do more
marketing on the business side, as business customers represent the most revenue per
customer. HCS will use a college intern over the summer for business marketing.

Basler Update

During discussion of commercial marketing, Director Cook gave a brief update concerning Basler
Electric’s data connection. Staffer Robinson was able to acquire more bandwidth coming into
the city, which had alleviated any bandwidth issues at Basler. The staff at Basler are now
extremely satisfied with their service.

Off agenda discussion

Director Cook gave a brief summary of topics from Staffer Robinson that were not included in
the meeting agenda. Fox Sports 2 has been added to the channel line-up. Also, the Soapnet
channel is no longer offered, as it has been discontinued by the HCS content provider.
Furthermore, May 1% is the date for the change-over from a satellite feed to a fiber feed from
Vubiquity for video content. And finally, HCS has been approved by the American Registry for
Internet Numbers for a block of IP addresses owned by the City.

Proposed Quarterly Meeting Schedule

City Manager Latham has suggested that the Telecomm Board move to a quarterly schedule for
meeting dates. The Board feels that quarterly meetings can be tried, since special meetings can



be easily scheduled if needed. Director Cook stated that he makes HCS reports to Council on a
quarterly basis. Member Boulanger asked if there were issues, such as programming changes,
that would need to be brought to the Board more often than quarterly. Director Cook
responded that in such cases special meeting could be called. Member Rusteberg requested that
financials and customer sign-ups be provided on a monthly basis. Consensus was to have
quarterly meetings beginning in April.

J.  Update on Upcoming Budget

Directors Korte and Cook presented HCS budget information, the same information that was
provided to Council. At the current levels of installs, about 28 per month, HCS will lose $763,000
for the fiscal year. That fact precipitated further study by Korte and Cook. Director Cook found
that for essential internet customers it takes 42 months to break even on an install, even
assuming pure profit for internet content. For a triple-play customer, the ROl is about 18
months. This led to three scenarios for HCS.

For the first scenario, if the install rate is doubled, then HCS is projected to lose $786,000 dollars
per year. As Director Cook pointed out, more installs digs a deeper hole, as labor and material
costs still don’t even out.

For the second scenario, HCS stops any further installs and construction work, while eliminating
two fiber linemen. Under this “steady state” scenario, if the bond debt is assume to be paid off,
HCS would see a $38,000 annual profit.

The final scenario keeps four linemen while the per customer revenue is increased by $45 per
month. Under this scenario, the bond payments could be met and HCS would show an annual
profit of $83,000.

Director Korte stated that the most important financial data for her is bond coverage
percentages that HCS has to meet. These bond coverages are tracked on a monthly basis. If, at
the end of a fiscal year, the bond payment percentages are not met, than the City is required to
increase electric rates. Even under the worst case scenario, the bond percentages can be met.

Director Cook stated that the Council feels that HCS has to complete the original planned build-
out of the system. Council has requested that they be apprised of financial trends for HCS on a
monthly basis.

ADJOURNMENT:

Member Rusteberg made a motion to adjourn, seconded by Member Boulanger. Meeting was
adjourned at 7:45 p.m.



