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City Council Agenda January 24, 2017

CITY COUNCIL MEETING

CALL TO ORDER Pledge of Allegiance: Council Member Zermeiio
ROLL CALL

PUBLIC COMMENTS

The Public Comment section provides an opportunity to address the City Council on items not listed on the
agenda or Information Items. The Council welcomes your comments and requests that speakers present their
remarks in a respectful manner, within established time limits, and focus on issues which directly affect the
City or are within the jurisdiction of the City. As the Council is prohibited by State law from discussing items
not listed on the agenda, your item will be taken under consideration and may be referred to staff.

ACTION ITEMS

The Council will permit comment as each item 1is called for the Consent Calendar, Public Hearings, and
Legislative Business. In the case of the Consent Calendar, a specific item will need to be pulled by a Council
Member in order for the Council to discuss the item or to permit public comment on the item. Please notify
the City Clerk any time before the Consent Calendar is voted on by Council if you wish to speak on a Consent
Item.

CONSENT

1. MIN 17-013 Minutes of the Special City Council Meeting on January 10,
2017

Attachments: Attachment [ Draft Minutes of January 10, 2017

2. CONS 17-028 Utilities Storage Prefabricated Building: Award of Construction
Contract and Appropriation of Funds

Attachments: Attachment [ Staff Report

Attachment II Resolution Awarding Construction Contract

Attachment III Resolution Appropriating Funds

Attachment [V Location Map

Attachment V Bid Summary
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LEGISLATIVE BUSINESS

3. LB17-004 Consideration of a Resolution on the Local Agency Formation
Commission Draft Special Study of the Eden Township
Healthcare District (Report from City Manager McAdoo - This
report will be distributed no later than Monday, January 23,
2017)

WORK SESSION

Work Session items are non-action items. Although the Council may discuss or direct staff to follow up on
these items, no formal action will be taken. Any formal action will be placed on the agenda at a subsequent
meeting in the action sections of the agenda.

4. WS 17-002 Economic Development Strategic Plan Update and Annual
Report (Report from City Manager McAdoo)
Attachments: Attachment [ Staff Report
Attachment [I Branding and Marketing

Attachment III Industrial Sector

Attachment IV Service & Retail Industry

5. WS 17-003 Draft Fiber-Optic Master Plan (Report from City Manager
McAdoo)

Attachments: Attachment I Staff Report

Attachment II Draft Fiber Optic Master Plan

Attachment III Fiber Optic Master Plan Appendix B
Attachment IV Fiber Optic Master Plan Appendix F

Attachment V Letter of Commitment

6. WS 17-004 Overview of 2016 Resident Satisfaction Survey Results (Report
from City Manager McAdoo)

Attachments: Attachment [ Staff Report
Attachment II Survey Results Topline Report

CITY MANAGER’S COMMENTS

An oral report from the City Manager on upcoming activities, events, or other items of general interest to
Council and the Public.

COUNCIL REPORTS, REFERRALS, AND FUTURE AGENDA ITEMS

Oral reports from Council Members on their activities, referrals to staff, and suggestions for future agenda

items.
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ADJOURNMENT
NEXT SPECIAL MEETING, January 31, 2017, 7:00 PM

PUBLIC COMMENT RULES

The Mayor may, at the beginning of the hearing, limit testimony to three (3) minutes per individual and five
(5) minutes per an individual representing a group of citizens or  organization. Speakers will be asked for
their name before speaking and are expected to honor the allotted time. Speaker Cards are available from the
City Clerk at the meeting.

PLEASE TAKE NOTICE

That if you file a lawsuit challenging any final decision on any public hearing or legislative business item
listed in this agenda, the issues in the lawsuit may be limited to the issues that were raised at the City's public
hearing or presented in writing to the City Clerk at or before the public hearing.

PLEASE TAKE FURTHER NOTICE

That the City Council adopted Resolution No. 87-181C.S, which imposes the 90-day deadline set forth in Code
of Civil Procedure section 1094.6 for filing of any lawsuit challenging final action on an agenda item which is
subject to Code of Civil Procedure section 1094.5.

***Materials related to an item on the agenda submitted to the Council after distribution of the agenda
packet are available for public inspection in the City Clerk’s Office, City Hall 777 B Street, 4th Floor,
Hayward, during normal business hours. An online version of this agenda and staff reports are available on
the City’s website. Written comments submitted to the Council in connection with agenda items will be posted
on the City’s website. All Council Meetings are broadcast simultaneously on the website and on Cable Channel
15, KHRT. ***

Assistance  will be provided to those requiring accommodations for disabilities in compliance with the
Americans with Disabilities Act of 1990. Interested persons must request the accommodation at least 48
hours in advance of the meeting by contacting the City Clerk at (510) 583-4400 or TDD (510) 247-3340.

Assistance will be provided to those requiring language assistance. To ensure that interpreters are available
at the meeting. Interested persons must request the accommodation at least 48 hours in advance of the
meeting by contacting the City Clerk at (510) 583-4400.
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File #: MIN 17-013

DATE: January 24, 2017

TO: Mayor and City Council

FROM: City Clerk

SUBJECT

Minutes of the Special City Council Meeting on January 10, 2017

RECOMMENDATION

That the City Council approves the minutes of the Special City Council meeting on January 10, 2017.
ATTACHMENTS

Attachment I Draft Minutes of January 10, 2017
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MINUTES OF THE SPECIAL CITY COUNCIL MEETING OF THE CITY OF
HAYWARD

Conference Room 2B

777 B Street, Hayward, CA 94541

Tuesday, January 10,2017, 5:30 p.m.

The City Council meeting was called to order by Mayor Halliday at 5:30 p.m.

ROLL CALL
Present: COUNCIL MEMBERS Zermefio, Marquez, Peixoto, Lamnin, Salinas
MAYOR Halliday
Absent: COUNCIL MEMBERS Mendall

PUBLIC COMMENTS

Ms. Wynn Grcich could not attend the meeting, but provided a handout related to Wi-Fi radiation
which was distributed to the City Council.

There was a member of the public and six students from California State University East Bay who
observed the interviews.

PERSONNEL COMMISSION INTERVIEWS

City Clerk Lens and members of the City Council discussed the logistics for the interviews.
COUNCIL ACTION

1. Personnel Commission Interviews ACT 17-007

By the December 16, 2016 deadline, Council Members had individualy nominated to interview
twelve applicants from a pool of twenty-two qualified applications. On January 10, 2017, the City
Council interviewed nine applicants, one rescinded her application, and two could not attend the
interviews.

2. Selection of New Members

At the conclusion of the interviews, the City Council unanimously, with Council Member Mendall
absent, identified Mr. Jose Guadamuz, Ms. Rachel Lucas, Mr. Giancarlo Scdlise, and Mr. Allen
Zargar for appointment to the Personnel Commission. The formal appointment and swearing-in of
the four individuals was anticipated to occur at the Council meeting on January 17, 2017.

Council Members also expressed interest in discussing the appointment of alternate members
to the Personnel Commission, and tentatively selected Mr. Brentston Taylor as a probable
alternate subject to further discussion and approval at a forthcoming Council meeting.



ADJOURNMENT
Mayor Halliday adjourned the meeting at 8:21 p.m.

APPROVED:

Barbara Halliday
Mayor, City of Hayward

ATTEST:

Miriam Lens
City Clerk, City of Hayward
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File #: CONS 17-028

DATE: January 24, 2017

TO: Mayor and City Council

FROM: Director of Utilities & Environmental Services
SUBJECT

Utilities Storage Prefabricated Building: Award of Construction Contract and Appropriation of Funds

RECOMMENDATION

That Council adopts the attached resolutions:
1. Awarding the construction contract to BRM Construction, in the amount of $131,000.
2. Appropriating additional funds in the amount of $61,000 in FY 2017.

ATTACHMENTS

Attachment]  Staff Report

Attachment Il  Resolution: Award of Construction Contract
Attachment Il  Resolution: Appropriation of Funds
Attachment IV Location Map

AttachmentV  Bid Summary
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DATE: January 24,2017
TO: Mayor and City Council
FROM: Director of Utilities & Environmental Services

SUBJECT Utilities Storage Prefabricated Building: Award of Construction Contract and
Appropriation of Funds

RECOMMENDATION

That Council adopts the attached resolutions:
1. Awarding the construction contract to BRM Construction, in the amount of $131,000.
2. Appropriating additional funds in the amount of $61,000 in FY 2017.

BACKGROUND

The existing utility storage tent structure at the City’s Corporation Yard was acquired from the
General Fund following the use of the tent for Fire Station #1. The structure had been
originally utilized to temporarily house a fire station during its construction in mid-1990s and
afterwards transferred to Utilities and moved to the Corporation Yard. It is located adjacent to
the Hayward Animal Shelter and used to store portable emergency equipment, generators,
pumps, pipes, valves, and various equipment. The tent structure is on a slab foundation, which
was constructed in 1996.

The fabric shell has an estimated seven to ten-year life and was last replaced around 2004.
Staff considered replacing the fabric shell in-kind. However, the lifecycle cost of a metal
structure compares favorably to having to replace the tent shell every seven to ten years at a
cost of about $100,000.

To improve safety and security, and long-term performance, staff recommends a
prefabricated metal building. The new storage building would be made of solid steel, I-beam
construction for the structural frame and 26-gauge galvanized steel panels for the roof and
walls.

DISCUSSION

On December 8, 2016, the City received five (5) bids. BRM Construction submitted the low bid
in the amount of $131,000, which is approximately 6.43% below the Engineer’s Estimate of
$140,000. Plummerbuilt, Inc. submitted the second lowest bid in the amount of $145,500. The
bids ranged from $131,000 to $239,600.
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Staff recommends award of contract to the low bidder, BRM Construction, in the amount of
$131,000.

On November 15, 2016, Council passed a resolution authorizing a Community Workforce
Agreement (CWA) with the Alameda County Building Trades Council (BTC), which applied to
city projects with construction costs of $1,000,000 or more. This agreement requires
contractors to use local union hiring halls, encourages contractors to employ Hayward
residents or Hayward Unified School District graduates, and requires hired workers to pay
union dues and other benefit trust fund contributions, etc. Because the construction cost
estimate for the Utilities Prefabricated Building Project is less than $1,000,000, the CWA
agreement does not apply to this project.

ECONOMIC IMPACT
There are no economic impacts to Hayward residents.
FISCAL IMPACT

The estimated project costs are as follows:

Project Design and Administration - City Staff $30,000
Testing and Inspection Services (Estimated) $10,000
Construction of Prefabricated Building $131,000
Total: $171,000

A total of $110,000 has been appropriated for this project in the Water System Replacement
Fund in Fiscal Year 2017. As shown above, the current total estimated cost to design and
construct the prefabricated building exceeds this amount. The original estimates were based
on the assumption that the tent shell would be replaced in-kind. Staff requests that Council
appropriate additional funds in the amount of $61,000 from the Water System Replacement
Fund (603) to fully fund the project in FY 2017. Adequate fund balance is available to cover
the necessary appropriation.

This project is fully funded through the Water System Replacement Fund and will have no
impact on the General Fund.

PUBLIC CONTACT

No residents or property owner will be affected.
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NEXT STEPS

Following Council approval, staff will award the construction contract. The following
schedule has been developed for this project:

Award Construction Contract January 24, 2017
Notice to Proceed February 2017
Construction Completion May 2017
Prepared by: Tay Nguyen, Assistant Civil Engineer

Recommended by:  Alex Ameri, Director of Utilities & Environmental Services
Approved by:

|

Kelly McAdoo, City Manager
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ATTACHMENT II

HAYWARD CITY COUNCIL
RESOLUTION NO. 17-

Introduced by Council Member

RESOLUTION AWARDING THE CONTRACT FOR THE UTILITIES STORAGE
PREFABRICATED BUILDING, PROJECT NO. 07001, TO BRM CONSTRUCTION.

BE IT RESOLVED by the City Council of the City of Hayward as follows:

WHEREAS, on December 8, 2016 five (5) bids were received ranging from $131,000
to $239,600; BRM Construction of Hollister, CA submitted the low bid in the amount of
$131,000 which is 6.43 percent below the Engineer’s Estimate of $140,000;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Hayward that
BRM Construction, is hereby awarded the contract for the Utilities Storage Prefabricated
Building, Project 07001, in accordance with the bid documents and for the price named and
stated in the final proposal of the hereinabove specified bidder, and that all other bids are
hereby rejected.

BE IT FURTHER RESOLVED that the City Manager is hereby authorized and directed
to execute an agreement with BRM Construction, in the name of and for and on behalf of
the City of Hayward, in an amount not to exceed $131,000, in form to be approved by the
City Attorney.

IN COUNCIL, HAYWARD, CALIFORNIA , 2017
ADOPTED BY THE FOLLOWING VOTE:

AYES: COUNCIL MEMBERS:
MAYOR:

NOES: COUNCIL MEMBERS:
ABSTAIN: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:

ATTEST:
City Clerk of the City of Hayward




ATTACHMENT II

APPROVED AS TO FORM:

City Attorney of the City of Hayward
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ATTACHMENT III

HAYWARD CITY COUNCIL
RESOLUTION NO. 17-

Introduced by Council Member

RESOLUTION AMENDING RESOLUTION 16-127, AS AMENDED, THE BUDGET
RESOLUTION FOR CAPITAL IMPROVEMENTS PROJECTS FOR FISCAL YEAR
2017, RELATING TO APPROPRIATION OF FUNDS FROM THE WATER
SYSTEM REPLACEMENT FUND (603) TO THE UTILITIES STORAGE
PREFABRICATED BUILDING PROJECT, PROJECT NO. 07001.

BE IT RESOLVED by the City Council of the City of Hayward that Resolution 16-127,
as amended, the Budget Resolution for Capital Improvement Projects for Fiscal Year 2017,
is hereby amended by approving an appropriation of $61,000 for a total project amount of
$171,000 from the Water System Replacement Fund (603) to the Utilities Storage
Prefabricated Building Project, Project No. 07001.

IN COUNCIL, HAYWARD, CALIFORNIA , 2017

ADOPTED BY THE FOLLOWING VOTE:

AYES: COUNCIL MEMBERS:
MAYOR:

NOES: COUNCIL MEMBERS:
ABSTAIN: COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:

ATTEST:
City Clerk of the City of Hayward

APPROVED AS TO FORM:

City Attorney of the City of Hayward



ATTACHMENT IV

, et Wi s o o F o ] .
o L Valero @ Tins Teapot Bistro
HAYWARD| " A 3
i) h re w
F THE BAY >

HEART ©O

Dallar Deal Store ()
UTILITIES & ENVIRONMENTAL SERVICES

&
3
o
© Winton Middle School 3
Crossroads World Market
@)
Arteagas Food Center Q

Department of
Mator Vehicles

Allsafe Self Storage o
Project Site B et
&
Tom's Laundromato o
of Hayward &
S@ S0,
35 o
Hayward Animal Shelter ) Hafﬁgf‘;g;}:&lﬁs
2 Hayward
Corp. Yard
N Hayward Storage
&
ot
5
&
7

Page 1 of 1


Tay.Nguyen
Text Box
ATTACHMENT IV

Tay.Nguyen
Callout
Project Site


CITY OF HAYWARD

UTILITIES & ENVIRONMENTAL SERVICES DEPARTMENT

BID SUMMARY

ATTACHMENT V

Southwest Construction

CONSTRUCTION OF: Utilities Storage Prefabricated Building Replacement Name:||BRM Construction Plummerbuilt, Inc. A&E Emaar Co. Federal Solutions
PROJECT NO. : 07001 Group & Property Management
Mail Add.:|50 Marquerite Dr P.O. Box 474 918-B Ramona Ave 2440 Camino Ramon 1213 San Mateo Ave
BID ADVERTISE DATE: 10/14/2016 Ste., #, etc.: Suite 343
BID OPEN DATE: 12/8/2016 City, State, ZIP:[Hollister, CA 95023 Herald, CA 95638 Albany, CA 94706 San Ramon, CA 94583 San Bruno, CA 94066
NO. BIDS RECEIVED: 5 Phone:|[406-261-5359 916-296-7484 510-253-5337 510-775-9068 650-877-0717
Email:|mtbilldo@gmail.com plummerbuilt@outlook.com [laconstm@gmail.com [lkabir.singh@thefsgi.com [swc-ca@southwestcpm.com
BID ITEMS ENGINEER'S ESTIMATE BIDDER #1 BIDDER #2 BIDDER #3 BIDDER #4 BIDDER #5
ITEM NO. DESCRIPTION QTY. |UNIT TOTAL TOTAL TOTAL TOTAL TOTAL TOTAL
Utilities Storage Prefabricated Building (New
1A building with 4 inch thick insulation on inside of 1 LS $140,000 $131,000 $145,500 $161,000 $188,000 $239,600
walls and roof)
TOTALS: $140,000 $131,000 $145,500 $161,000 $188,000 $239,600
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File #: LB 17-004

DATE: January 24, 2017

TO: Mayor and City Council
FROM: C(City Manager
SUBJECT

Consideration of a Resolution on the Local Agency Formation Commission Draft Special Study of the
Eden Township Healthcare District

RECOMMENDATION

That the Council provides comments on a draft letter to the Local Agency Formation Commission
responding to the draft Special Study of Governance Options for Eden Township Healthcare District.

ATTACHMENTS

Attachment I Staff Report

Attachment II ETHD Governance Options Summary
Attachment Il  Resolution

Attachment IV Draft Letter
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DATE: January 24, 2017

TO: Mayor and City Council
FROM: City Manager
SUBJECT

Consideration of a Resolution on the Local Agency Formation Commission Draft Special Study
of the Eden Township Healthcare District

RECOMMENDATION

That the Council adopts a resolution and provides comments on a draft letter from the Mayor
to the Local Agency Formation Commission responding to the draft Special Study of
Governance Options for Eden Township Healthcare District.

SUMMARY

In June, the Council approved a resolution authorizing the City Manager to make an
application to the Alameda County Local Agency Formation Commission (LAFCo) asking the
Commission to consider the dissolution of the Eden Township Healthcare District (ETHD).
Formed by vote in 1948, the original purpose of the Eden Township Healthcare District (also
known as the Eden Healthcare District) was to build and operate Eden Hospital in Castro
Valley to serve residents of the City of Hayward, the City of San Leandro, and the communities
of San Lorenzo, Ashland, Cherryland, Fairview, and Castro Valley. The District built and
operated Eden Medical Center until the 1990s, when strict seismic safety requirements
proved cost prohibitive and the District partnered with Sutter Health to run the medical
center. After the District acquired San Leandro Hospital in 2004 and leased the facility to
Sutter Health, a renegotiation of the original agreement gave Sutter the option to buy the
hospital. When Sutter attempted to exercise this option to purchase San Leandro Hospital in
20009, the District refused to transfer ownership until compelled to do so in court. As a result,
the District owes Sutter a $19 million settlement and no longer owns or operates a hospital.

The district currently owns and rents two medical office buildings and provides grants to
health-related programs and organizations in the community. According to an Alameda
County Grand Jury report, the ETHD spends 88% of its budget on real estate, administration,
legal, and consulting fees, while 12% is allocated for grant awards. Two East Bay
Assemblymembers introduced bills this past year addressing the relatively small proportion
of the District’s budget allocated to grants, and the District’s continued existence without a
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hospital. A 2012 survey commissioned by the District revealed that the majority of residents
in the District didn’t know that it existed. Dissolving the District would have minimal, if any,
impact on residents, and would allow District resources to be more efficiently allocated to
agencies and organizations providing effective direct healthcare services to residents.

As a result of the Council’s request in June, the Local Agency Formation Commission hired a
consultant to prepare a special study of the ETHD. A draft of the special study
(https://www.acgov.org/lafco/documents/ETHD PublicReviewDraft2016-12-20.pdf) was
completed in December and disseminated for public review and comment on December 22.
The report includes a summary of the study findings and an analysis of governance options
for the District. Comments on the draft special study are due to LAFCo by February 3. The
Mayor, in coordination with the City Manager, has prepared a draft comment letter on the
special study (Attachment IV). Once the Council provides feedback on this draft letter, the
Mayor will finalize and send to LAFCo before the deadline.

BACKGROUND

Formed by vote in 1948, the original purpose of the District was to build and operate Eden
Hospital in Castro Valley. The boundary of the District includes most of the City of

Hayward, the City of San Leandro, and parts of unincorporated Alameda County, including the
communities of San Lorenzo, Ashland, Cherryland, Fairview, and Castro Valley, and has
remained nearly unchanged since its formation. Property taxes funded the ETHD’s operations,
including the purchase of Laurel Grove Hospital and subsequent creation and operation of the
Eden Medical Center until 1977, when the District ceased levying taxes.

In 1994, the California State Legislature passed SB 1953, creating the Hospital Seismic
Upgrade Program and requiring all hospital buildings to meet stricter seismic safety
standards within a 15- to 20-year timeframe. Faced with spending up to $300 million to bring
Eden Medical Center into compliance with the law, in 1998, the District negotiated a
partnership with Sutter Health, transferring substantially all the hospital’s net operating
assets and operations to the non-profit, and establishing an 11-member joint board to govern
the medical center.

The Eden Township Healthcare District purchased San Leandro Hospital in 2004 and
negotiated a lease agreement for the newly acquired hospital with Sutter Health that required
Sutter to retrofit the Eden Medical Center buildings in accordance with the State’s seismic
safety standards, or pay $260 million to Eden Healthcare District for their replacement. Two
years later, Sutter Health found that replacing the medical center would cost more than $400
million, and was no longer feasible. Sutter and the ETHD renegotiated their partnership,
resulting in an agreement that relinquished ETHD’s seats on the Board, required Sutter Health
to complete the construction of a replacement facility, and granted Sutter the option to
purchase San Leandro Hospital.

In 2009, Sutter began construction on the new medical center and shortly thereafter exercised
the purchase option for San Leandro Hospital. The ETHD became concerned that Sutter
intended to close the hospital, and refused to transfer ownership of San Leandro Hospital to
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Sutter. Sutter sued for breach of contract, and was ultimately victorious in acquiring the
hospital and winning a $19.7 million judgement against the ETHD.

Today, the ETHD no longer owns or operates any hospitals. Investments and real estate are
the District’s main revenue sources. The District owns and leases three medical office
buildings in the East Bay - the San Leandro Medical Arts Building, Eden Medical Building, and
until recently, Dublin Gateway Center (the latter located outside of District boundaries).
Revenue from the lease of these properties funds the administration of the District, debt and
settlement payments, maintenance of the properties, and a Community Grant Fund that
provides funding to health-related organizations and programs serving residents of the
District.

Acting on a citizen complaint that the District “does not adequately provide for the healthcare
needs of its residents” and questioning whether the District should exist, the 2015-16
Alameda County Civil Grand Jury found that the Eden Township Healthcare District has failed
to effectively execute its mission (https://www.acgov.org/grandjury/final2015-
2016.pdf#page=43 and https://www.acgov.org/grandjury/final2015-2016.pdf#page=57).
The report charged the District with spending a disproportionate amount of its resources on
the oversight and management of its real estate holdings despite the minimal impact these
activities have on delivering healthcare services. Additionally, the report found that the
District lacks information about the needs of its residents and does not take any steps to
address those needs, fails to collaborate with the County Health Care Services Agency, and has
no concrete action plan, timeline, funding, or rationale for achieving its stated goals. The
Grand Jury ultimately recommended that the electorate be provided an opportunity to vote on
the continued existence of the District in the next board election.

This year, two bills were introduced into the State legislature by East Bay lawmakers to
address the continued existence of the Eden Township Healthcare District. AB 2737 (Bonta)
requires that healthcare districts that no longer provide direct healthcare services or levy
taxes and meet several other criteria must spend at least 80% of their annual budgets on
community-based grants to organizations providing direct healthcare services, and no more
than 20% of their annual budgets on administrative expenses. AB 2471 (Quirk), currently
inactive, would specifically require the Alameda County LAFCo to dissolve the ETHD if the
District does not currently receive a property tax allocation, has substantial net assets, and
does not provide a direct healthcare service. Both bills are intended to address the continued
existence of the Eden Township Healthcare District in the absence of hospital ownership, lack
of direct service provision, and small proportion of its annual budget dedicated to
grantmaking.

In June 2016, the Hayward City Council submitted a request to LAFCo to prepare a special
study addressing concerns expressed by community stakeholders about the District. At the
July 14, 2016 LAFCo meeting, the Commission considered and approved the Council’s request.
On October 18, 2016, the City Council approved a Resolution in support of the dissolution of
the Eden Township Healthcare District.
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DISCUSSION

The purpose of conducting the special study was to review the services the District currently
provides, its financial position including any future obligations, and a fiscal analysis of various
governance options, including dissolution. To conduct the study, a consultant reviewed
background documents and information, including the 2013 Municipal Services Review
conducted by the LAFCo, financial audits and budgets, financial and service projections, and
the Alameda County Grand Jury report. Additionally, the consultant conducted interviews
with stakeholders from the City of Hayward, the City of San Leandro, Alameda County, and
Eden Healthcare District staff and board members. Members of the general public had the
opportunity to provide input at three special public hearings, and a public hearing conducted
during a regularly scheduled LAFCo meeting.

A draft of the special study

(https://www.acgov.org/lafco/documents/ETHD PublicReviewDraft2016-12-20.pdf) was
completed in December and disseminated for public review and comment on December 22.
The public comment period extends through February 3, and the LAFCo will hold a special
meeting to discuss the draft study on January 31, 2017 at the Castro Valley Library.

Study Findings

The study’s findings are based on an analysis of the adequacy of public services, the financial
ability of the agency to provide services, the District’s accountability for community service
needs including governmental structure and operational efficiencies, and any other matter
related to effective or efficient service delivery. The findings reported in the study are as
follows:

A. Dissolution of the District without continuing its services is unwarranted.
e The study determined that the District provides services of value to the

community, including the expenditure of funds for healthcare grants generally
consistent with the needs of the community as identified by other agencies.

e The District continues to budget $500,000 to $600,000 annually, which could
increase to $2,000,000 per year after the fulfillment of the ETHD’s obligation to
Sutter Health.

e The consultant found the District to be accountable for its financial resources and
decision processes and that expenditures for administration and overhead are
not excessive relative to total costs.

e The report stated that though relying on real estate revenues presents some risk
to District assets, the sale of District buildings would result in decreased revenue
for healthcare services over the long-term.

B. The District could improve the efficiency and effectiveness of its operations.
The consultant recommended that the District, or its successor agency, take several
actions to improve the efficiency and effectiveness of its operations, including:
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¢ Annual revision of the District’s Strategic Plan

e Pursuit of the Special Districts Leadership Foundation’s “District Transparency
Certificate of Excellence”

e Preparing an annual cash-based budget and forecast and a multi-year Capital
Improvement Program

e Tracking hours and resources allocated to real estate activities and community
services to accurately evaluate overhead as a percentage of budget

C. Dissolution and naming a successor agency to continue services could reduce certain
costs and improve decision-making.

e The study examined several options for the dissolution of the ETHD, including
transferring District assets to a non-profit, a newly-created County Service Area
(CSA), and the County and/or cities.

e Transferring District assets to a successor agency could reduce overhead and
administration costs by eliminating the cost of elections, some costs related to
the District’s legal settlements, and by providing administrative support to the
grant program.

e City and County representatives could be included on the board of the successor
agency, increasing representation and interagency cooperation.

¢ Inany of the scenarios listed above, the LAFCo would be responsible for the
dissolution process.

D. No other viable reorganization options have been identified.
e Consolidation of the ETHD with another District is not viable - Washington
Township Healthcare District is not willing to consolidate with the ETHD.
e The ETHD could not become a subsidiary district to a city without significantly
reducing the boundaries of the District and failing to serve a large portion of
current District residents.

E. LAFCo should consider amending the ETHD’s current Sphere of Influence, whether or
not the District is dissolved.

e Portions of the ETHD include areas of several cities with few or no residents.
Additionally, a small portion of San Leandro is excluded from the District, as is a
portion of Hayward.

e The study recommends expanding the District boundary to include the
remainder of San Leandro, but notes that the parts of Hayward not included in
the District are served by Washington Township Healthcare District and should
not be included in the expansion.

Notably, the report does not substantively address whether the ETHD is the most appropriate,
effective, or efficient entity to provide health care services to its constituents, whether its
services reach a broad number of constituents or a particularly needy population among
them, or whether its services uniquely and impactfully serve the community’s needs. These
questions were not included in the scope of the report; however, in a time of increasing
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demand for services and scarce resources with which to provide those services, they are
crucial questions for the evaluation of public programs and entities.

Governance Options

As summarized in the findings, the report analyzed several governance options for the ETHD
(Attachment II). The LAFCo will consider taking action on these governance options upon
receipt of the final report. In all cases included below, the District’s liabilities, long-term debt,
and judgment obligations must be repaid. The governance options identified in the report are:

1. Status Quo: The current District would remain intact in the Status Quo option, and the
Board of Directors would continue to be elected and conduct District business.

The District is currently governed by a directly elected Board, providing some measure of
public accountability. The District’s real estate assets provide a sustainable non-tax
source of revenue for grantmaking to community health care providers, with a higher
annual return on investment (6-8%) compared to cash investments (1-2%), though real
estate is more sensitive to market fluctuations than more common public investment
options. Maintaining the status quo would require no reorganization proceedings or
special elections.

However, allowing the District to continue operations as-is would fail to solve many of
the issues that led to the commission of the special study. While the District is governed
by an elected Board, recent elections have been uncontested and many residents in the
service area are unaware that the District exists, indicating a lack of public accountability.
Compared to other governance options, the District, as it is currently, has relatively high
administrative costs. The District provides possibly redundant services and duplicates
the efforts of other health care agencies that operate within its service area. Furthermore,
AB2737 may require the disposition of the District’s assets.

2. Dissolution with No Continuation of Services: Dissolution would eliminate the ETHD and
its assets would be liquidated and distributed to other public agencies, after obligations of
the ETHD have been paid. LAFCo would appoint a successor agency to wind up the affairs
of the ETHD and manage the liquidation and distribution of assets.

Dissolving the ETHD, liquidating the District’s assets, and discontinuing services would
provide the opportunity for a one-time distribution of funds to community health care
resources. The report also notes that this option would ultimately eliminate
administrative costs and reduce redundancies and duplication of efforts. Dissolving the
District and discontinuing services would eliminate possible redundancies in service
provision and duplication of efforts to provide health care to constituents. However,
dissolution of the District with no continuation of services also eliminates an ongoing and
sustainable source of health care funding (albeit small at present) for community
providers.
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3. Dissolution and Naming a Successor to Continue Services: The ETHD would be dissolved
and a successor agency would receive and dispose of District assets and continue to
provide health care services to the community. Potential successor agencies include a
non-profit, the County, or the cities via a Joint Powers Agreement. LAFCo would review
and approve a Plan to Provide Services prior to the approval of dissolution and the
transfer of assets and services to the successor.

This option presents an opportunity for greater stakeholder and community input into
grant making through participation on the Board of Directors of a successor non-profit or
Joint Powers Authority. Naming a successor agency to continue services also preserves a
wide array of options for the disposition of assets and the maintenance of sustainable
revenues streams - for example, a successor entity may continue to manage the District’s
real estate as a source of revenue. A successor agency could potentially leverage outside
funds such as state or federal grants, and would reduce overhead costs. At the very least,
the successor agency would not have to fund elections, and may be able to allocate
preexisting administrative resources to continuing the District’s services.

Per the special study, transferring assets and service provision to a successor agency may
reduce public accountability through governance by an appointed rather than elected
Board. However, the successor agency’s board could include or be comprised of elected
officials from the service area, mitigating this issue. If a non-profit or the county serves as
the successor agency, limitations will need to be established so that District funds are
only allocated to providing health care services within the District’s service area.
Additionally, a successor agency does not eliminate the possibility of service
redundancies or duplication of effort as a result of multiple agencies providing health
care services to the same service area.

4. Dissolution and Creation of a County Service Area (CSA) to Continue Services: The ETHD
would be dissolved and a County Service Area, governed by the Board of Supervisors,
would be created by voter approval, as well as approval by all cities within the CSA.

Like naming a successor agency, creating a CSA to continue services also preserves a wide
array of options for the disposition of assets and the maintenance of sustainable revenues
streams. A CSA would have discrete boundaries dictating where funds could be spent.

However, CSAs are governed by the Alameda County Board of Supervisors, some of
whom are not elected by District constituents, and who oversee the entire county, not
just the District area, reducing public accountability. This could be mitigated by the
creation of an advisory board composed of stakeholders and/or elected officials from the
constituent jurisdictions. Creating a CSA requires a special election, incurring significant
costs not associated with any of the other governance options. A CSA does not eliminate
the possibility of service redundancies or duplication of effort as a result of multiple
agencies providing health care services to the same service area.
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5. Reorganize the ETHD as a Subsidiary District: Creating a subsidiary district would
require that the ETHD boundaries be reduced to fit within the limits of one of the cities
within the District and be reorganized with a city council sitting as the governing body.
This option is not viable as State law requires that a healthcare district have its own
Board of Directors.

6. Consolidation with Washington Township Healthcare District: Consolidation is not a
viable option. Washington Township Healthcare District has expressed that it has neither

interest nor ability to consolidate with the ETHD.

The Mayor has drafted a letter to provide to the LAFCo Commissioners and staff commenting
on the special study (Attachment IV). In the City of Hayward’s request for the LAFCo to
conduct a study or audit of the Eden Township Healthcare District, former City Manager Fran
David requested that a number of elements be included in the study. Some of these elements
were a review and analysis of the District’s past decision-making related to the contract with
Sutter Health, and an analysis of the flow and advisability of the District’s current funding
and/or grant programs in relation to various entities around the County. The scope of the
study, based on the Municipal Service Review process, does not encompass a number of the
elements that the City requested to be included. The attached letter addresses these
discrepancies, and asks that the LAFCo thoroughly examine the ETHD in the context of health
care in Alameda County, the District’s historic mission, and the long-term needs of our
community members. Staff is requesting feedback on the draft letter before the Mayor
finalizes the letter to send to LAFCo.

FISCAL IMPACT

The dissolution of the Eden Township Healthcare District would have no direct fiscal impacts
on the City. There may be some indirect fiscal impacts to the community if the Agency is
dissolved and the assets are distributed to the benefit of the communities within the District’s
boundaries.

NEXT STEPS

Should the Council adopt this resolution, the City Manager will work with the Mayor to
finalize the draft letter commenting on the draft special study to the Local Agency Formation
Commission along with a copy of the adopted Council resolution. The Mayor will also work
with the City Manager and other partners in Alameda County to ensure that the any action
taken is fair, equitable, and to the benefit of the communities within the ETHD’s boundaries. If
Council does not adopt this resolution, staff will take no further action.
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Prepared and Recommended by: Laurel James, Management Analyst

Approved by:

Y
YA

Kelly McAdoo, City Manager
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Attachment 11

Governance Options (Summarized from Special Study of Governance Options - Eden Township Healthcare District pp.55-64)

Governance Option

' Summary Advantages

Disadvantages

Status Quo

The current District would remain intact
in the Status Quo option, and the Board
of Directors would continue to be
elected and conduct District business.

Leases can provide non-tax source
of revenue; funding can increase
upon payment of debts

Lease revenue provides higher
return (6-8%) over cash investments
(1-2%)

No reorganization
proceedings/special elections

Limited resources for grants
until settlement paid to Sutter
Real estate operations relatively
risky

Risk that services will not meet
community needs/may
inefficiently allocated in future
AB2737 may require
disposition of assets reducing
net revenues for grants

Dissolution with No
Continuation of Services

Dissolution would eliminate the ETHD
and its assets would be liquidated and
distributed to other public agencies, after
obligations of the ETHD have been paid.
LAFCo would appoint a successor
agency to wind up the affairs of the
ETHD and manage the liquidation and
distribution of assets.

Elimination of administrative
expenses

One-time distribution of assets to
other health care service providers
Reduces duplication of services,
though some needs may remain
unmet

Loss of allocation of net lease
revenues from its buildings to
address community health needs

Dissolution and Naming a
Successor to Continue
Services

The ETHD would be dissolved and
services would be continued by a
successor agency. Potential successor
agencies include a non-profit, the
County, or the cities via a Joint Powers
Agreement. LAFCo would review and
approve a Plan to Provide Services prior
to approval of dissolution.

Reduction in some overhead costs
Could require expanded board
representation

Benefits from coordinating funding
efforts, leveraging state/federal
funds, provide expanded oversight
of grantmaking

Ongoing source of revenues,
depending on disposition of assets
and successor agency

Eliminates elections (recent
elections have been
uncontested; does not currently
control taxes; many residents do
not receive services/have direct
interest in District activities)
Potentially results in less public
accountability if Board
members are appointed rather
than elected

Service
redundancies/duplication of
efforts
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Dissolution and Creation
of a County Service Area
(CSA) to Continue
Services

The ETHD would be dissolved and a
County Service Area, governed by the
Board of Supervisors, would be created
by voter approval, as well as approval by
all cities within the CSA.

Reduction in some overhead costs
Could require advisory body
expanding representation
Establishes discrete boundaries
dictating where funds could be
expended

Ongoing source of revenues,
depending on disposition of assets

Eliminates elections (recent
elections have been
uncontested; does not currently
control taxes; many residents do
not receive services/have direct
interest in District activities)
Potentially results in less public
accountability because Board of
Supervisors covers entire
county

Costs associated with formation
of new CSA (special election,
etc.)

Service
redundancies/duplication of
efforts

Reorganize ETHD as a
Subsidiary District

Creating a subsidiary district would
require that ETHD be reorganized with a
city council sitting as the governing
body. This option is not viable as State
law requires that a healthcare district
have its own Board of Directors.

Consolidation with
Washington Township
Healthcare District

Consolidation is not a viable option.
Washington Township Healthcare
District has expressed that it has neither
interest nor ability to consolidate with
ETHD.

Page 2 of 2




ATTACHMENT III

HAYWARD CITY COUNCIL
RESOLUTION NO. 17-
Introduced by Council Member

RESOLUTION ON THE LOCAL AGENCY FORMATION COMMISSION DRAFT SPECIAL
STUDY OF THE EDEN TOWNSHIP HEALTHCARE DISTRICT

WHEREAS, the Eden Township Healthcare District, also known as the Eden
Healthcare District, was formed in 1948 for the purpose of building and operating a
hospital to serve the residents of the City of Hayward, the City of San Leandro, and the
communities of San Lorenzo, Ashland, Cherryland, Fairview, and Castro Valley; and,

WHEREAS, at the request of the City Council, the Alameda County Local Agency
Formation Commission has prepared a Special Study of Governance Options for the Eden
Township Healthcare District; and,

WHEREAS, the public review period for said report is currently open; and,

WHEREAS, the report is factually accurate but does not address critical questions of
governance, including whether the District is the most appropriate, effective, or efficient
entity to provide health care services to its constituents, whether its services reach a broad
number of constituents or a particularly needy population among them, or whether its
services uniquely and impactfully serve the community’s needs; and,

WHEREAS, the City Council recognizes the need to maximize scarce resources to serve
its residents and community members, particularly regarding health care; and,

WHEREAS, the City Council supports efforts to ensure that the Cities of San Leandro
and Hayward are provided with representation on any committees or boards charged with
the distribution of any financial proceeds or assets that could be derived from dissolution of
the District after payment of outstanding debts, and that such proceeds would benefit both
San Leandro Hospital and Saint Rose Hospital, both of which are located within the
geographic boundaries of Eden Health District; and,

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Hayward
would urge the Local Agency Formation Commission to consider not only governance
options for the Eden Township Healthcare District but the best use of public resources to
provide quality health care that is crucial for the community.

BE IT FURTHER RESOLVED that the City Council of the City of Hayward authorizes

the Mayor to send a letter to the Local Agency Formation Commission expressing the City’s
concerns with the draft Special Study.
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ATTACHMENT III

IN COUNCIL, HAYWARD, CALIFORNIA , 2017

ADOPTED BY THE FOLLOWING VOTE:

AYES: COUNCIL MEMBERS:
MAYOR:
NOES: COUNCIL MEMBERS:

ABSTAIN: COUNCIL MEMBERS:

ABSENT: COUNCIL MEMBERS:

ATTEST:
City Clerk of the City of Hayward

APPROVED AS TO FORM:

City Attorney of the City of Hayward
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Attachment IV

DRAFT

January 24, 2016

Commissioner John Marchand, Chair

Attn: Mona Palacios, Executive Officer

Local Agency Formation Commission of Alameda County
1221 Oak Street, Room 555

Oakland, CA 94612

RE: Eden Township Healthcare District Special Study
Chair Marchand:

I am writing on behalf of the Hayward City Council to express our concerns with the Special
Study of Governance Options for the Eden Township Healthcare District.

In the City of Hayward’s request for the LAFCo to conduct a study or audit of the Eden
Township Healthcare District, former City Manager Fran David expressed our concern with the
lack of a thorough and in-depth study of the District’s finances and decision-making abilities,
whether or not District resources are being and have been used appropriately to facilitate delivery
of health care services within the voter-approved mission of the District, and the lack of an
inclusive, informed, and transparent community conversation. Additionally, the letter outlined
several elements to be included in the study:

1. A review and analysis of the District’s past decision-making related to the contract with
Sutter Health and whether or not decisions made during that event were consistent with
the District’s responsibilities to all of its constituents;

2. A review and analysis of the District’s real estate holdings and their relationship to the
voter-approved mission of the District;

3. A review and analysis of the District’s ability and intent to meet their overall core
mission now and into the future;

4. An analysis of the flow and advisability of the District’s current funding and/or grant
program in relation to various entities around the County;

5. An in-depth audit of the District’s overall short- and long-term financial health in
relationship to its original mission;

6. If dissolution is recommended, a clear description of the dissolution process and how the
successor agency is determined; and

7. If continuation of the District is recommended, a financial and programmatic plan that
shows clearly how the District will go forward to meet its original voter-approved
mission.
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Attachment IV

DRAFT

These elements were also listed in the LAFCo staff report regarding the City of Hayward’s
request. The draft special study recently prepared addresses some issues related to the Municipal
Service Review (MSR) process, including: adequacy of public services; financial ability of the
agency to provide services; accountability for community services needs including governmental
structure and operational efficiencies; and any other matter related to effective or efficient
service delivery. Unfortunately, the scope of the study defined by the MSR process does not
address all the elements the City of Hayward requested be included in the study.

While the report summarizes the ETHD’s history regarding San Leandro Hospital, it does
not delve into the decision-making process behind that history, nor does it evaluate the
consistency of the District’s actions with its responsibility to all of its constituents. The
report mentions that concerns from the community drove ETHD’s decision to withhold
transfer of the hospital to Sutter, but does not further analyze the District’s decision or
decision-making process. Providing a review and analysis of the decision-making process
in the District surrounding this action would provide information to stakeholders and the
public regarding the relationship between this process and the District’s mission.

The report does include a review of the District’s real estate holdings. Additionally, the
study details the revenue generated by the District’s real estate and its return on
investment compared with cash investment options, as well as the relatively high risk of
real estate investment. However, the report lacks an analysis of the relationship between
these holdings and the District’s voter-approved mission.

The District’s mission is stated in the report as follows:

It is the mission of Eden Township Healthcare District to improve the health of
the people in our community by investing resources in health and wellness
programs that meet identified goals.

The report does not evaluate the District’s ability to meet this mission, nor does it
illuminate the identified goals of the District, which are not outlined in its strategic plan.
Additionally, there is no discussion of performance measures by which the District may
be able to determine whether it has improved the health of the people in its community. It
is not clear from the report whether the District’s major activities and priorities are well-
aligned with achieving its stated mission now and into the future.

A review of several other entities providing health care within the District’s service area

is included in the report. The District’s current funding and grantmaking activities are not
analyzed in relation to similar work and unmet needs in the County. In the report, there is
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Attachment IV

DRAFT

no analysis of the District’s decision-making process in the allocation of grant funding, of
whether it is advisable that the District pursue grantmaking and sponsorship as its
primary service to the community, or whether the District’s grantmaking fills a niche or
strategic need in the County.

e The report does provide an adequate analysis of the District’s financial viability in the
short- and long-term, and acknowledges both the advantages and risks of its revenue
sources as well as its liabilities’ impact on the current ability to provide services.

e Regarding the final two elements, the report does provide a thorough analysis of the
governance options for the ETHD, and details where possible the process to initiate each
of these transitions. Some aspects of these elements — i.e., a method of determination for
the successor agency and a financial and programmatic plan for the future of the District
were it to be preserved — will need to be discussed and developed by stakeholders and
decision-makers rather than in a consultant’s report.

The City of Hayward urges the LAFCo to hold an inclusive, collaborative conversation
around topics related to dissolution as they move to take action on the special study.

The City of Hayward continues to have concerns about this study, and the Eden Township
Healthcare District. The District’s function and mission has changed since its creation by voters
in 1948, as have the health care needs of our community and the landscape of health care
provision in general. These changes warrant a community conversation around the District’s
mission and purpose in the modern health care landscape. While the draft special study addresses
issues related to the Municipal Service Review process, it does not provide adequate new
information to form a foundation for substantive conversation about the future of the District and
the best use of public resources to provide healthcare to our most vulnerable community
members. We urge the LAFCo to thoroughly examine the Eden Township Healthcare District in
the context of health care in the County, its historic mission, and the long-term needs of our
community members as Hayward had originally requested.

Sincerely,

Barbara Halliday
Mayor

cc: Hayward City Council
Kelly McAdoo, Hayward City Manager
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DATE: January 24,2017
TO: Mayor and City Council
FROM: City Manager

SUBJECT Economic Development Strategic Plan Update and Annual Report
RECOMMENDATION

That Council reads and accept this report.

BACKGROUND

In 2013, the City of Hayward adopted an Economic Development Strategic Plan (EDSP) in
order to create a purposeful and concentrated effort to further establish Hayward as a
desirable place to conduct business and to grow the City’s economic base. The EDSP
features three focus areas: 1) Branding and Marketing; 2) Industrial Sector; and 3) Service
and Retail Sector. Each focus area includes a number of work tasks that staff is executing to
achieve the plan’s goals and objectives.

Economic Development staff presented an annual update on the EDSP to City Council on
December 1, 2015. The annual update identified program accomplishments and
acknowledged the completion of the baseline foundational data. Significant time and effort
has been dedicated to understanding Hayward’s business community in order to assist in
business retention, attraction, and expansion. In addition, through coordinated efforts,
staff has been working on development opportunities within the City and customer service
enhancements to facilitate business investment. City Council requested that the EDSP be
updated by staff and revised to reflect and address strategic approaches and activities of
the Economic Development Division. The following outlines the recommended updates to
the EDSP and is followed by the annual update on economic development activities.

DISCUSSION
Economic Development Strategic Plan

In order to update the EDSP, staff focused separately on each of the three core focus areas:
1) Branding and Marketing; 2) Service and Retail Industry and 3) Industrial Sector. The
update process involved reviewing each section’s goals and work tasks. Actions included
identifying completed tasks and formulating task modifications and task updates to reflect
economic development activity.  Staff provided updates and solicited input on
recommended modifications from the Council Economic Development Committee (CEDC)

Page 1 of 15



on the Branding and Marketing program on April 4, 2016, Service and Retail Industry
program on September 7, 2016, and Industrial program on October 3, 2016. A status
update and recommended modifications of all EDSP tasks are included in Attachments I,
Il and IV. In addition, background and highlighted modifications to the three core focus
areas are included in the following respective sections:

Marketing and Branding

The EDSP recognized the City’s fractured and somewhat diffuse brand identity and called for a
extensive brand assessment and the development of a cohesive, focused identity that could be
effectively communicated to market the City to businesses, developers, residents, and
travelers. Pursuant to the objectives set forth in the EDSP, the City contracted with Brainchild
Creative, an award-winning, local advertising firm deeply experienced in the area of complex
branding initiatives to carry out the assessment and subsequent creative development,
including key messages, graphic standards, and a prototypical marketing plan designed to
demonstrate cost effective ways to extend the reach and penetration of the City’s messaging.

The Economic Development Team was the first to be given the new marketing/branding
identity and helped shape the content of marketing material geared toward business
recruitment. The marketing material coupled with a new City website (award winning)
delivers effective messaging and quality not typical of standard governmental websites. The
Economic Development Team has been testing the marketing material at various meetings
and trade shows and for the most part, the material is well received and gives a sense of
quality that the City as a whole strives to achieve. Many tasks prescribed in the EDSP have
been completed related to establishing a branding identity.

The continuing evolution of Branding and Marketing efforts coupled with the ever-changing
Economic Development landscape has given us a unique opportunity to identify areas to focus
on as the EDSP update is brought forward. Recommendations from staff and the CEDC are to
focus efforts in the following areas:

e Targeted Marketing Material for Desired Businesses and Sectors - The City has
been effective in generating a fresh look at Hayward by prospective businesses.
Now we need to further enhance our marketing efforts by providing unique data
that can be used to bolster standard data points. An example of unique data would
be the development of information related to a typical Cal State University East Bay
student or a Chabot College student. The City has a unique student population that is
not fully captured within standard demographics and industry standard
information. By diving deeper into this consumer population within the Hayward
community, we would have an additional “selling point” to better tell the
characteristics of the Hayward market. We also see the potential for developing
unique prototypes for Advanced Industry workers and Government workers as they
also make up the Hayward workforce population that is not necessary captured in
standard demographics.
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Quality of Life Marketing Materials for Decision-Makers - While real estate
costs and predictable development timelines are often the primary drivers in
business attraction, site selectors are looking for more specific information about
the City’s quality of life. The ED Team'’s business attraction efforts over the past
year found that prospective businesses regularly ask for more information on
housing options, new construction, neighborhood profiles, retail and recreational
opportunities, and educational amenities. Owners understand Hayward is a good fit
from an operational standpoint due to location and value, but they also want to be
sure the City offers owners, employees and their families the amenities they want.
Businesses have stated that they need to be located near vibrant places and
amenities to attract and retain talent. We see the need to develop new, more specific
content and marketing material about the Hayward community to provide to
prospective businesses.

Targeted Event Marketing - Since we now have marketing materials, the ED Team
is now able to attend trade shows, regional events, and host our own targeted
outreach events. In 2016, staff attended the International Council of Shopping
Centers (ICSC) regional meeting held in Monterey. Developers and retailers within
the market attend this and other ICSC events looking for potential development
opportunities and lease space. We presented well and received interest from
various developers and retailers looking for space and our marketing material.
Discussion topics of Hayward were well received. City staff attended Bio
International 2016, a large biotech industry conference in San Francisco, along with
a national conference on Advanced Industries. Based on the feedback from those
conferences, we will be able to continue to improve our marketing materials and
talking points.

Media - With the continued reduction of daily newspapers, local coverage of
newsworthy development activity in Hayward is becoming more challenging. We
need to better inform media outlets and specific trade magazines of the tremendous
development and progress Hayward is experiencing in order to generate more
exposure to others who may have interest in Hayward. In addition, we need to
better inform the Hayward community of accomplishments and positive changes
within Hayward. To meet some of these approaches, staff had undertaken activities
with the San Francisco Chronicle, San Francisco Business Times, and the newly
created East Bay Times.

Service and Retail Industry

In order to understand our retail and service market, staff developed a baseline profile of
businesses in Hayward’s retail corridors. The baseline covers demographics, sales tax
generation, categorized goods and services, building types, and potential retail
opportunities. This information helped provide context for what exists in the City, barriers
for new businesses, and the overall condition of our retail and service space.

Page 3 0of 15



The City’s role in retail development is layered and fluid given that factors for successful
retail development change over time. The City has strived to find a balance of providing
needed goods and services for the community while capitalizing on our regional market
strength. Hayward’s central location to major retail markets is both an asset and a liability.
Surrounding communities with goods and services not offered in Hayward have been able
to draw Hayward’s retail purchases. As part of the review process for new development,
staff has been advocating that projects provide quality development that brings in retailers
to meet the community needs. The Retail focus of the EDSP has taken the majority of staff
efforts to date, but retail is a subcategory of commercial which includes other land use
types such as hospitality (hotel, entertainment, and dining) and office.

Economic Development staff has been very active in development and recruitment of
commercial space within all commercial corridors. Staff has been successful in facilitating
development applications and new commercial businesses within the Downtown, Mission,
Southland Mall, and Hesperian Retail Corridors. Through the process of understanding
space availability and outreaching to the brokerage community, Hospitality and Office have
been identified as key land use types that have a place in our community. However, they
are not mentioned within the Economic Development Strategic Plan and are recommended
to be included as key components to a vibrant Commercial sector.

Staff and the CEDC view of the strategic plan for retail and services is that it is too narrowly
focused and should be recast with a broader “Commercial” category with retail, hospitality,
and office as subcategories in which staff can expand the EDSP to include. Retail is driven
by market demand for goods and services, by promoting additional development in the
hospitality and office markets, vibrant retail could be established. The Service and Retail
focus is generally on task, and a simple modification to broaden the targeted activity to
“Commercial” is the recommended modification.

Industrial Sector

Much of the City’s economic development program activities in the industrial sector are
driven by the research and analysis set forth in the Industrial Technology and Innovation
Corridor Baseline Study published in March 2015. This study provided detailed
information on the type, location, and employment levels of industrial businesses,
identified the economic development benefits of targeting “Advanced Industries,” and
outlined key issues that needed to be addressed to attract and support this sector’s
growth. Armed with this new set of data and tools including modern marketing materials
and formal Business Concierge, Business Ombudsman and Business Visitation programs,
staff is prepared to continue making data-driven resource allocations to maximize the
City’s impact on attraction, retention, and expansion of targeted industries.

Overall, the industrial sector economic development program is successful. Driven by the
competitive Bay Area real estate market and supported by the City’s new suite of enhanced
customer service programs, Hayward continues to benefit from new business attraction,
expansion, and construction activity. According to CoStar, a real estate data provider, as of
September 2016, the vacancy rate for industrial and flexible space in Hayward is 2.8
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percent. This represents a 10-year low. The lack of modern space is driving redevelopment
and new construction. Selected major new industrial construction projects underway
include:

Hayward 92 Industrial Center (3596 Baumberg Avenue), a 333,365 square foot
building preleased to Federal Express; and

Hayman Distribution Center (31775 Hayman Street), a 378,720 square foot building
leased to LA Specialty, a wholesaler of food products to restaurants.

While successful, the industrial sector work program in the EDSP can be refined to
continue to maximize the City’s economic development impact. Attachment III outlines the
status of programmed activities and presents staff recommendations for Industrial Sector
activities. Staff carefully formulated revisions to the EDSP to reflect feedback from the
business community, recognition of where staff activities made the most impact, and real-
world experience working toward the plan’s work tasks and overarching goals.

A selection of key proposed Industrial Sector Work Task revisions are as follows:

Expansion of Business Visitation Program: Onsite visits are a vital part of
business retention and expansion efforts. Meeting with business owners to discuss
their needs and assess their industry enables staff to: A) identify key issues that the
City may be able to address; B) learn more about the business’ products, which
enhances our ability to connect businesses to one another; and C) uncover business
expansion plans, which feeds directly into the Business Concierge Program. Using
the business sector and employment statistics database, staff identified the City’s
major employers by sector and major revenue generators. Discussed below under
the annual report is a summary of business outreach. Staff proposes to allocate
additional resources to expand the visitation program in order to develop and
expand relationships with the top sales tax generators and employers. Cultivation of
these relationships is critical for achieving other EDSP goals that call for increased
business partnerships of Hayward schools and job development initiatives.

Expansion of Marketing Efforts to Advanced Industries and Other Targeted
Businesses: With new polished and data-driven marketing materials, refined
messaging themes and several examples of successful business expansions and
attractions, the ED Team is looking to magnify the City’s visibility through trade
shows, regional events, and host our own targeted outreach events. Staff
recommends allocating resources to more proactively recruit advanced industries.
To achieve this, we would continue to leverage our partnerships with state, regional
and national economic development organizations such as the East Bay Economic
Development Alliance, Team California, Select USA, and Governor’s Office of
Business and Economic Development. These organizations secure space at events
and often extend an offer to the City to participate for free or at a reduced cost. This
work will also include creation of new industry-specific marketing materials as
discussed above in the Branding and Marketing section and seek out digital and
print marketing opportunities to draw interest from site selectors and business
representatives.
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e Development of Place Making Programs: Goal IS3 of the EDSP is to maintain and
expand public infrastructure that businesses need to thrive. Staff and the CEDC
recommend revising Work Task [3A, which included an assessment of
infrastructure deficiencies in the industrial area. This work was completed by Public
Works and was reflected in the current adopted FY 2017-FY 2026 Capital
Improvement Program (CIP). The revised task would explore the development of
place making programs in the Industrial Corridor to attract new business
investment. This work, which will carry forward through 2018, may include
identifying potential locations, types, costs and funding sources for gateway
markers and other wayfinding elements and amenities to create a sense of place in
the industrial area.

e Expand Current Zoning Allowances for Desired Uses: Goal IS4 directs staff to aid
in creating proactive, site-specific land use policies that clearly convey information
to potential businesses. Development Services and Economic Development staff
have initiated a project to update the Industrial District Regulations. The goal is to
revise the zoning ordinance to encourage the establishment and expansion of
knowledge and innovation-based industry clusters, advanced and specialized
manufacturing businesses, and promote a desirable and attractive amenity-rich
industrial environment with minimum detrimental impacts to surrounding
community and properties. This work, which will carry forward to 2018, will
require additional staff/consulting resources to complete comprehensive public
outreach, research and analysis.

e Expand Support to Other Hayward Workforce Development & STEM Career
Pathways Initiatives: Goal IS6 seeks to improve Hayward’'s education-to-job
bridge through an active community partnerships. Work Task 1S6.A directs staff to
“encourage and support HUSD efforts to develop a mentoring/internship/skill-
development program for students.” Staff is supporting HUSD efforts and works to
connect local businesses to Hayward educators and classrooms. However, to
maximize the City’s impact, staff is recommending expanding support levels for
skills training and workforce development programs at Chabot, CSU East Bay and
the Chamber of Commerce’s Work Based Learning and Career Pathways Program.
This work, which will carry forward to 2018, may include additional in-kind and
financial support of events, marketing and employer engagement efforts.

The above and attached EDSP program updates are a reflection of current and proposed
activities from the Economic Development Division. However, it should be noted that the
EDSP also covers multiple activities ranging from the core specific targets for business
attraction, retention, and expansion to development of catalyst sites through the downtown,
industrial and commercial corridors. The EDSP also includes staffing and resource allocation
for program implementation. The success of the Economic Development Program is tied to
resource allocation and staffing. Depending on Council priorities related to the Economic
Development Program, additional staffing and program funding have been identified as a
need for full program implementation. Requests for program support will be brought
forward during the City’s budget review process in coordination with the City Manager.
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Annual Update on Economic Development Program Activities

The Economic Development Team activity is directly tied to the EDSP. After the plan
adoption in 2013, there have been fits and starts of activity as the Economic Development
Division experienced staff turnover and differing program approaches. The current
Economic Development Team initiated plan implementation in September 2014 and the
annual report covers activity in twelve month periods starting and ending in September.
To monitor program performance and measure progress toward achieving EDSP goals, the
Economic Development Division actively maintains a database that records all major
activities. The data is used to maximize the economic impact of the City’s business
attraction, retention, and expansion programs. A summary of program activities is
provided in the table below. This data compares recorded program activities from
September 2014-2015 and September 2015-2016. In the past year, ED staff assisted 120
businesses and attracted 15 new businesses. These activities led to the addition of an
estimated 569 jobs to the City’s economy.

Comparison of Economic Development Program Activitiest
(September 2014-2015 to September 2015-2016)

Activi 2014-2015 2015-2016

Total Businesses Assisted 123 120
Industrial Business Assisted 54 50
Retail Businesses Assisted 53 55
Office Users Assisted 7 3

Total Residential /Other Assisted 9 12
Total Businesses Attracted 20 15
Total Jobs Created 164 569
Total Businesses Visited 67 25
Total Building Permits Valuation $9,350,455 $35,271,728
Total Land Purchase Value $21,390,000 $16,845,500

Source: Economic Development Division, Activity Database 2014-2015, 2015-2016

The monetary value of development activity assisted through the Business Concierge
program skyrocketed this past year. The value of building permit valuations, defined as the
estimated cost of a construction project that City permitting fees are based upon, totaled over
$35.2 million in 2016. Major projects include new construction and multiple large scale
tenant improvement projects for biotechnology, commercial, manufacturing and specialty
food companies. The value of land transactions assisted through Business Concierge program
totaled nearly $16.9 million. Major land transactions included two building purchases on
Corsair Boulevard.

! Note these statistics only represent business attraction, retention, expansion and visitation activities specifically attributed to
efforts of the Economic Development Team. The figures do not capture or reflect the entirety of economic activities of the entire
City. Also note that the dollar value of investment is from publicly available sources and employment counts are self-reported.
These figures may not reflect the full amount of investment as that data may be confidential or unreported by a business.
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Business Attraction Activity

ED staff works to encourage investment from businesses and developers of all sizes and
across multiple sectors. Our efforts include marketing the City’s competitive advantages,
helping businesses select the ideal location, and shepherding projects through permitting
processes. A selection of new business attractions includes:

1.

2.

NOo

Arcus Biosciences, a biotechnology startup researching innovative cancer
therapeutics located on Point Eden Way;

LakePharma, a biotechnology firm specializing in protein and antibody engineering
that purchased a building on Corsair Boulevard;

Ampex Data Systems, makers of flight data recorders and “black boxes” for major
aerospace firms and the United States Armed Forces located on Corporate Place;
N.A. Sales, supplier of specialty Japanese products and foods to restaurants located
on McCone Street;

Transpak, a designer and fabricator of custom packaging supplies that purchased a
building on Corsair Boulevard;

Hayward Mitsubishi, a new auto dealer located on Mission Boulevard; and

HD Supply Whitecap, a retailer of specialty construction supplies and equipment
located on West A Street.

While ED staff focuses on encouraging the attraction of advanced industries and development
of new modern space, resources are also expended to assist small businesses and other
enterprises that add to the community depth and breadth of amenities. Selected new and
small businesses in this realm include:

1.

Island Pacific Market—This specialty Asian foods grocery store located at the
Skywest Commons Center on Hesperian reactivated a site vacated by Fresh & Easy
and added a bakery and express hot foods deli.

Downtown Full Service Restaurant—Michael LeBlanc, owner of Pican Restaurant in
Oakland, will open a to-be-named full service restaurant concept on B Street at the
former Bijou location.

Russell City Distillery—Geoff Harries, owner of Buffalo Bill's Brewery, will be
opening a micro-distillery on Foothill Boulevard.

Royal Kids Academy—This new pre-kindergarten student learning center will be
locating to 30126 Mission Boulevard in South Hayward.

California Crosspoint High School—Following a CEDC Concept Review in December
2015, this private high school acquired the former Heald College site on Industrial
Boulevard. The school received a U.S. Department of Education National Blue
Ribbon School of Excellence Award in November 2016.

High Scores Arcade—A new family-friendly entertainment venue located in the
downtown core. This is the second location for the business which got its start in
Alameda.
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Business Expansion and Retention Activity

Retaining and expanding existing businesses is also a core economic development activity.
This work involves supporting Hayward businesses seeking to increase their physical
footprint or operational capacity by providing a variety of support services ranging from site
selection and permitting assistance to referrals to partner workforce development and
financing organizations. As shown in the table below, ED staff aided in the retention and
expansion of 25 Hayward businesses this past year.

Summary of Business Expansion and Retention Program Activities
September 2014-2015 to September 2015-2016

Activity 2014-2015 2015-2016
Total Assisted 58 25
Total Industrial 24 17
Total Retalil 25 8
Total Office 2 0
Total Residential 1 0
Total Other 6 0
Total Building Permit Valuation $6,573,105 $605,910
Total Land Purchase Value $1,730,000 $0

Source: Economic Development Division, Activity Database 2014-2015, 2015- 2016
Selected examples of retention and expansion assistance include:

1. Rayvio—Staff provided concierge service to this maker of ultraviolet LED
technology to expand their manufacturing capabilities by facilitating permitting for
the installation of new production equipment.

2. Impax Laboratories—Staff provided concierge service to this Top 10 employer and
pharmaceutical company by facilitating permitting for a major facility expansion.

3. CogENT Therapeutics—This medical device maker received assistance with
permitting for their new clean room and business incubator space.

4. Brews and Brats—This downtown restaurant received assistance in expanding and
creating attractive outdoor seating.

5. United Foods, Mission Foods and Columbus Foods—These food manufacturers and
major employers received workforce development assistance following referrals to
our partners at the Alameda County Workforce Development Board to help recruit
and fill open positions.

Industrial Development Activity

As discussed in the “Industrial Technology and Innovation Corridor Baseline Profile”
published by the Economic Development Division in 2015, staff actively pursues attraction of
new investment and advanced industries by supporting the creation of new modern space.
With industrial vacancy rates near all-time lows of under 3 percent, resources were allocated
to provide concierge service to property owners and developers seeking to redevelop and
invest. In 2015-2016, total development projects assisted by the Economic Development
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Team were valued at over $52.1 million; up nearly 70 percent from the $30.7 million in 2014-
2015. These figures include the sum of land purchase values and the valuation of new
construction and tenant improvement projects. A selection of major construction and
development activities include:

1. Shea Center Hayward: A 275,000 square foot light industrial business park being
constructed by Shea Properties that targets advanced industry tenants.

2. Hayman Distribution Center: Constructed by real estate developer, Prologis, this
brand new 280,000 square foot modern building replaces a previously vacant
dilapidated warehouse. Construction is near completion and the building is
preleased to LA Specialty Produce, a restaurant supplier.

3. Hayward 92 Industrial Center: Located on Baumberg Avenue, this new 330,365
square foot industrial building being constructed by Connor Commercial is
preleased to Federal Express.

4. Casa Sanchez Foods Production Facility: Attracted to the City in 2015, this
specialty foods manufacturer completed the build out of their modern facility in
2016.

5. United Parcel Service Distribution Center: UPS is completing major tenant
improvements, including installing mechanical equipment, to a formerly vacant
industrial building at 22290 Hathaway Avenue.

Catalyst & Opportunity Site Activities

A major component of the Economic Development Strategic Plan is the development of
catalyst and opportunity sites throughout the City and to that end, cross-departmental staff
have been working diligently on facilitating several major projects. Projects that have
received development assistance and coordination activities that are currently in the
entitlement review stage include:

1. Lincoln Landing: 476 units with 80,000 square feet of retail at the former Mervyn'’s
Building at the gateway to the Downtown.

2. Maple and Main: 235 units with 40,000 square feet of floor mixed use development
at the former Bryman College Site

3. Mission Crossings: 90 Room Marriott Residence Inn and 144 townhomes at the
former Ford site in the Mission Corridor.

4. Marriott Summerhill Suites: 98 Room business stay hotel within the Mission
Corridor creating a hospitality hub

Other Economic Development cross-departmental support activities and projects:

5. Green Shutter: This property recently sold and major internal renovations will
convert the former single-room occupancy units and excess ground floor space into
42- studio units with major investment in upgrading the structural, electrical, and
plumbing to this National Historic Landmark.
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6. Southland Mall:
- Internal Mall improvements creating new shopping experience
- Cinemark - Five screen movie theater
- Dick’s Sporting Goods — major anchor retailer (former Kohl’s)
- Buffalo Wild Wings - new destination full service restaurant (former Mimi’s
café)

7. Caltrans 238 Acquisition and Development: Due diligence and purchase of
former Route 238 by-pass properties owned by the State of California targeted for
development activities. Major project activities through the year include the Lyon
Homes ENRA for the Valle Vista south Hayward properties.

Small Business Support Activities

The City is committed to supporting the establishment and growth of small businesses by
providing concierge service, facilitating the transfer of technical knowledge and linking
entrepreneurs to a broad pool of resources. As part of these efforts, the City retained the
Alameda County Small Business Development Center (ACSBDC) to produce a series of
business education seminars. These seminars, held at City Hall in the evenings and mornings
throughout the year, feature presentations and discussion sessions led by business planning,
financial and other subject-matter experts. ED staff resources expended to support these
events include event funding agreements, payment processing, day-of logistics, marketing
assistance, and welcoming remarks. As shown in the table below, during this reporting
period, five workshops were conducted with an attendance of 120 individuals. Attendees
included existing business owners within and outside Hayward and potential entrepreneurs.

Summary of City Hosted Small Business Developed Workshops
(September 2015-2016)

Date Workshop Title Attendees
November 18, 2015 | “Maximize Your Website Effectiveness” 29
December 2, 2015 “Business Law for Entrepreneurs” 17
January 20, 2016 G((})e‘:lt;rrllil(;rtt"lﬁed and Doing Business with the 29
February 24, 2016 “Accessing Capital for Your Business” 19
March 16, 2016 “eMarketing to Create New Customers” 26

TOTAL ATTENDANCE 120

Source: Data provided by the Alameda County Small Business Development Center
Business Ombudsman Program Activities

The City developed and began promoting the Business Ombudsman Program in July 2015.
This program provides a single point of contact to address an existing businesses’ concern(s).
The Business Ombudsman works as a liaison between businesses and the City and provides
all the necessary support to make the local business prosper by offering any assistance within
the City’s jurisdiction to facilitate growth. The Business Ombudsman works with the
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appropriate department(s) to clarify requirements, identify a clear and expeditious pathway
to problem resolution and provide predictability to the overall processes. This program is
designed to enhance customer service and provide direct assistance to reduce time and
potential frustration. Being responsive to the needs of the customer may also be the
difference in attracting or deterring business investment. In 2016, which is the first full year
where data is available, ED staff assisted 29 businesses. The Ombudsman Program is directly
linked to our business visitation efforts as outreach activities typically turn into ombudsman
cases requiring follow up for issue resolution.

Business Engagement Program Activities

Business engagement is a vital part of the City’s retention and expansion efforts. One facet of
this program is conducting meetings with owners at their place of businesses. These
meetings serve as a forum to discuss their needs and enables staff to: A) identify key issues
that the City may be able to address; B) learn more about the business’ products, which
enhances our ability to connect businesses to one another; and C) uncover business expansion
plans, which feeds directly into the Business Concierge Program. The table below provides a
summary of program activity. In 2015-2016, staff conducted 25 visits; down from 67 visits
completed in 2014-2015.

Summary of Business Engagement Program Activities
(September 2014-2015 to September 2015-2016)

Activity 2014-2015 2015-2016
Industrial Visits 27 15
Retail Visits 40 10
TOTAL 67 25

Source: Economic Development Division, Activity Database 2014-2015, 2015- 2016

The number of business visits fell significantly in 2015-2016. The root cause is the lack of
staff resources to consistently reach out to businesses and address their concerns in a timely
fashion. In 2014-2015, Economic Development staff had more opportunity for pro-active
outreach as we were developing our development pipeline and ombudsman activity. This
trend comes in the context of an increase in complex and resource consuming business
attraction, expansion and real estate development support cases. In order to maintain a high-
level of responsiveness to existing open cases, staff reduced business outreach efforts.
Proactively engaging businesses regularly leads to the generation of new concierge or
ombudsman activities and we want to ensure we can deliver on what we promise in terms of
service level.

Community & Special Event Activities

As part of the EDSP’s Branding and Marketing program activities, staffing and financial
resources are expended to support community promotions and events which include
Downtown Summer Street Parties, Hayward/Russell City Blues Festival, Zucchini Festival,
Web.com Ellie Mae Classic at Stonebrae, Rubics Rumble, and the Vintage Ally Car Show. In
addition, staff led events include: Wine Walk; Movies on the Plaza; and Light Up the Season.

Page 12 of 15



The table below summarizes the events supported by ED staff. While staff has emphasized an
approach where local businesses and organizations take the lead, ED staff still plays a major
role in facilitating each event. ED staff resources are expended drafting and processing event
funding agreements, payment processing, planning and day-of logistics, and marketing
assistance.

In this reporting period, the ED program supported 24 different events and promotions,
which drew participation from approximately 57,402 people. City funding of these events
totaled $173,940.

Summary of Special and Community Events Program Activities
(September 2015-2016)

Date of Funding Estimated
Name of Event Event Amount No. of
Attendees*
1 2nd Annual Vintage Alley Car Show 9/12/2015 $9,000 6,000
2 | Business Appreciation Event 9/25/2016 $24,900 60
3 | Mariachi Festival 10/2/2015 $500 3,250
4 | Manufacturing Day 11/5/2015 $0 400
5 | ACSBDC Business Seminar (1 of 5) 11/18/2015 | $800 for 5 29
11/27-

6 | Passport to Downtown 12/21/16 $3,350 75
7 | ACSBDC Business Seminar (2 of 5) 12/2/2015 $0 17
8 | Light Up the Season 12/3/2015 $16,500 1,400
9 | SantaCon 12/5/2015 $1,500 250
10 | ACSBDC Business Seminar (3 of 5) 1/20/2016 $0 29
11 | ACSBDC Business Seminar (4 of 5) 2/24/2016 $0 19
12 | STEM Business & Education Mixer 4/7/2016 $1,500 65
13 | Tennyson High School Business Pitches 4/29/2016 $0 45
14 | Chamber of Commerce Bike Rodeo 5/14/2016 $7,500 2,100
15 | ACSBDC Business Seminar (5 of 5) 3/16/2016 $0 26
16 | June Downtown Summer Street Party 6/16/2016 $8,000 5,400

3-D Design Challenge Innovators
17 | Showcase 6/16/2016 $5,000 30
18 | Passieo do Vinho (Wine Walk) 6/25/2016 $40,000 360
19 | Russell City Blues Festival 7/9-10/16 $33,000 7,635
20 | Winter in July 7/15/2016 $1,200 1,000
21 | July Downtown Summer Street Party 7/21/2016 $8,500 6,000
22 | WebWise Small Business Workshop 7/28/2016 $0 30
23 | Zucchini Festival 8/13-14/16 $5,000 16,042
24 | August Downtown Summer Street Party 8/18/2016 $8,500 7,100

TOTAL $173,950 57,362

Source: Funding data from MUNIS Financial Report prepared by ED Staff, November 2016.
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*Attendance estimates provided by event organizers.
Special Projects — High-Speed Hayward Fiber Optic Network

This year, ED staff made significant progress toward achieving EDSP Work task IS3.C -
“Explore a public/private partnership to secure broadband/fiber optic network in the
industrial area.” This progress occurred on two fronts: 1) spearheading the formation of a
Master Plan to guide network design, route, and implementation plans; and 2) seeking and
securing grant funding for the network’s construction.

The development of a fiber optic network is a complex process that requires strategic
planning to ensure the system is well designed, subscribed to, and managed. In March 2016,
the City retained a consultant, CTC Energy and Technology, to prepare a Master Plan. The
Master Plan will be used by the City for the planning, budgeting and implementation of a fiber
optic network infrastructure project. It will serve as a guiding document and provide
recommendations for implementation to City Departments including: Public Works;
Information Technology; Development Services; and Economic Development. This plan will
detail potential network routes, specific technical requirements, estimated buildout costs and
an evaluation of various business models to operate and maintain the proposed system.

ED staff is leading the inter-departmental team overseeing the development of the Master
Plan. A draft plan was submitted to staff in late October. Staff presented preliminary results
of the business survey and needs assessment to the Council Technology Advisory Committee
on November 3, 2016. Staff anticipates releasing the draft plan for review and conducting a
Council Work Session on January 24, 2017.

The development of a fiber optic network is a costly infrastructure project with the greatest
expense associated with the installation of conduit within the street systems. In September
2016, the U.S. Department of Commerce’s Economic Development Administration announced
a grant award of $2,744,824 to the City for the construction of a fiber-optic loop. This grant
will support the installation of 11 miles of fiber optic cable within the Industrial Corridor to
provide businesses with access to high-speed internet. ED staff's grant pursuit efforts
spanned nearly two years from the original application submission in June 2015. Staff
undertook extensive efforts to provide additional background documentation, including
environmental notices, historical resource and tribal consultations, and multiple forms and
letters completed by representatives of our business community.

Special Projects — Gateway Markers

At the request of Council Economic Development Committee (CEDC) members, in 2015, staff
began exploring the development of gateway markers for key intersections throughout
Hayward'’s Industrial Crescent. The markers would not only recognize and set-off the strength
of the area but also create memorable points of entry and a sense of place. Based on traffic
counts provided by Public Works - Transportation & Engineering staff, land ownership
considerations, and area esthetics, ED staff identified a handful of potential high-impact
locations. In July of 2016, Gates + Associates, a Bay-Area based Landscape Architecture,
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Urban Design and Land Planning firm, was brought under contract to analyze and develop a
series of potential signs, markers and panels at a variety of price points. In October of 2016,
the gateway marker project was included in the recommended updates for the Industrial
Sector of the Economic Development Strategic Plan. Ranging from painted words to large
metal sculptures, staff has tentatively scheduled a presentation of options to CEDC members
at their February 2017 Regular Meeting.

NEXT STEPS

Economic Development staff remains fully engaged on many different activities related to
business expansion, retention, and attraction. The EDSP modifications would update the plan
to reflect current and proposed economic development activities for 2016-2017 and beyond.
Economic Development staff is focusing efforts on delivering current development activity
within the development pipeline and removal of barriers to the Hayward market. Staff
recognizes that in order to accomplish the City’s goals, coordinated efforts across the
organization were required and the City’s team approach has created a dynamic organization
helping to deliver projects and businesses small and large.

Prepared by: Micah Hinkle, Economic Development Manager
Paul Nguyen, Economic Development Specialist

Recommended by: ~ Micah Hinkle, Economic Development Manager

Approved by:

Kelly McAdoo, City Manager
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Branding and Marketing
GOAL BM1: Identify and develop a brand that showcases Hayward's strengths

Attachment II

Year to be
Work Tasks Completed Current Status Recommendation
Complete the recruitment process and hire CMO hires Frank Holland - Marketing and Branding Program
BM1.A the Community and Media Relations position 2014 established - Task Complete Recommend Elimination of Task
Obtain consultant services to complete a
brand assessment and identify opportunities
to maximize the effectiveness of the City
communication materials (logos, website, Consultant services obtained and brand assessment complete with
BM1.B brochures, signage, etc.) 2015 new logos, website, brochures and signage - Task Complete Recommend Elimination of Task
Task item remains outstanding. Multiple activities from Economic
Facilitate a discussion with the City Council in Development and Development Services underway to improve
a work session to develop a shared definition process that assists with "business friendly," but Council Workshop
BM1.C of "business friendly" 2014 still needs to be completed. Recommend Task Item to 2016/2017
Complete a comprehensive training program
for key staff in marketing activities and on Branding and Messaging to City Departments needs to be further
how to promote the brand through the developed and creation of a training program still remains
BM1.D everyday performance of duties 2016 outstanding. Recommend Task Item to 2017/2018

Branding and Marketing
GOAL BM2: Develop and execute a comprehensive marketing program

Year to be
Work Tasks Completed Current Status Recommendation
The City recently completed marketing materials for business
recruitment. For some Economic Development Tasks staff is
recommending development of specific marketing plans and
Obtain consultant services to create a materials targeted to business clusters. At this time we do not
marketing plan including development of believe consultant services are necessary and specific tasks of data
specific tasks to be included in the annual development for marketing approach can be included in the annual |Recommend modification to work task to reflect current staff
BM2.A work plan 2015 work program. approach on targeted marketing plan and materials.
Compile an annual communications portfolio
of material utilized by all departments and With the recent switch over to the new branding and marketing
measure how well the messaging and images materials, this is an on-going task. Adjustments to City handouts are |Staff continue to update marketing materials and review for
BM2.B reflect the City's brand On-Going currently underway. effectiveness.
Create and complete a biannual survey of Recommend as on-going task. Modify task to create Brokers
brokers, developers and business Staff continuously outreaches brokers, developers, and business Breakfast through Regional Economic Development Organizations or
organizations to measure awareness of organizations via site visits and invites key representatives to give other business outreach methods to better connect with brokerage
BM2.C Hayward and its attributes Bi-Annual presentations on current market conditions to CEDC as needed. and business community.




Attachment |

Update the marketing plan annually in
coordination with the economic development
annual work plans based on outcomes from

This is an on-going task and we are currently testing the effectiveness
of our marketing materials with various business types. Depending
on feedback, adjustments would be made to materials for the next
round of outreach activity and for the formulation of the marketing

BM2.D the prior year On-Going plan. On-Going Task
The City has multiple needs related to providing goods and services
to its residents including college students. A key issue related to this
Develop a list of desired service & retail targeted market segment is the availability of developable retail land
business types that cater to college students near our campuses. In order to be a viable business, the market Recommend expanding Task to include desired service and retail
and personnel to guide marketing activities in segment needs to also include the broader community, so goods and |[goods for the Hayward Community with a focus on family-friendly as
BM2.E areas around the college 2015 services should also serve families. it has a broad reach in market capture.

Branding and Marketing
GOAL BM3: Strengthen and expand events and opportunities for community members, businesses, and visitors to engage with Hayward businesses

Year to be
Work Tasks Completed Current Status Recommendation
Conduct an effectiveness assessment of all
City sponsored events and implement Currently working with City event organizers and liaisons to develop
BM3.A identified changes 2016 reportables and metrics. On-Going Task
Since all events are not ticket driven, staff works with event sponsors
who provide attendance estimates. Vendor sales are not currently  [Work with event sponsors on collection of reportables including
Develop mechanisms to measure event tracked and staff is currently evaluating the staff resources to acquire|attendance and overall sales performance of vendors associated with
BM3.B attendance and vendor sales during events 2014 sales data from vendors participating in special events. the special event.
On-going expansion of signature event Passeio do Vinho for regional
attraction to raise downtown Hayward's profile as a destination
Identify and grow signature events that the point. The City is also exploring an additional event and partnering
BM3.C region associates with Hayward 2018 with existing events to raise the Hayward profile. On-Going Task
On-going development of programs that are community led with
staff support. Pilot Program "Passport to Downtown" led by
Expand the events volunteer program to downtown merchants with staff support. Staff is still in the
increase the number of events that are evaluation phase of special events and will look to make
community led with staff support, rather than determinations on what events have a potential to partner with
BM3.D staff led 2018 other organizations to administer. On-Going Task
On-going collaboration with Graphic/Planning Technician and
Community & Media Relations Officer for the advancement of
Increase advertising of City and community advertising community partner events. Staff also exploring potential
partner events in accordance with the for physical advertisement in a prominent downtown location via an
BM3.E marketing plan 2018 event banner program. On-Going Task
Review the community promotions grant Staff is currently evaluating the reportables associated with grant
program and develop a strategy to direct driven support of special events. As part of the funding conditions,
money to the promotions that have the most event sponsors are to provide reportables back to staff so that data |Recommend making an on On-going Task as event measurable are
BM3.F impact on economic development 2016 can help established the value of the sponsorship. key factors on the economic evaluation of an event.




Attachment |

Develop and execute a survey of Chamber
members, BIA members, and other business
owners to identify new events that would
increase their exposure to community

On-going outreach to Hayward Chamber of Commerce, staff, BIA
members, and United Merchants Downtown Hayward members to
identify events that increase exposure to community. Staff still

BM3.G members 2015 needs to develop a survey to solicit feedback on special events. Staff looking to complete for 2016 reportable.
Develop and execute a survey of key
community consumer groups, such as
student unions and parent organizations, to This Task has yet to be started. Current staff activity is focused on Recommend moving Task to 2017 to allow staff to complete task
identify new events that would increase their evaluation and reportables of special events. Once task is complete, |items on current event activities. Staff currently does not have
BM3.H exposure to Hayward businesses 2015 then staff will look to solicit feedback from community on events. resources to take on additional Special Events.




Attachment III

Industrial Sector

GOAL IS1: Support existing business, especially in the area of safety

Year to be

Work Tasks Completed

Current Status

Recommendation

Identify key safety concerns and crime patterns in the industrial
area, utilizing information from the new CADRMS and anecdotal
evidence collected from businesses over a 12 month period

IS1.A 2014

Ongoing. As part of the Business Visitation Program, staff collects informtion from
owners regarding their security concerns. Issues are recorded in the ED Activity Log and
communicated to Police Department, Code Enforcement and other staff as needed for
follow-up. Crime statistics are reported to Council by the Hayward Police Department
(HPD) each quarter.

Ongoing Task - Recommend moving to 2018 and have staff continue collecting information,
tracking trends and referring to appropriate departmental staff for action.

With the Police Department and Code Enforcement, establish a
crime prevention and beautification program for property
managers

IS1.B 2014

Complete. HPD established the Crime Prevention Through Environmental Design
Program. This program involves advising businesses and property owners on proper
design, maintenance, and use of the built environment in order to enhance the quality of
life and to reduce both the incidence and the fear of crime. Customized for the individual
needs of the businesses and property owners, PD conducts site visits that offer guidance
and feedback on site design, maintenance and operational strategies. ED staff markets
this program in conjunction with the Concierge Program and Business Visitation program.

Recommend Deletion - Task Complete

Design and offer incentives to existing industrial businesses for

1S1.C expansions and improvements 2015

Incomplete. Following the outcomes of the Community Benefits District effort for the
Downtown area, ED will allocate resources to develop a similar industrial area
improvement program or other incentive program.

Ongoing Task - Recommend moving to 2017

Establish a comprehensive retention program for existing

I1S1.D businesses 2014

Complete. Economic Development established a comprehensive business retention
program within the Business Concierge Program, Business Visitation Program and our
new formal partnerships for workforce development and lay-off aversion support from the
Governor’s Office of Business and Economic Development and the Alameda County
Workforce Development Board. This program monitors the health of businesses,
identifies issues and develops solutions that cut across multiple agencies and organizations
to resolve them.

Recommend Deletion - Task Complete

IS1.E Expand the business visitation program 2018

Ongoing. Using the Industrial Baseline Profile and resulting Business Database, which
tracks major employers by sector, ED staff developed a more robust and targeted Business
Visitation Program. The goals of these visits are to engage the business owner, evalute
their economic health and inform them of available programs and resources available to
help retain and expand their operation in the City. Visitation is the number one tool for to
support business retention and expansion.

Ongoing Task - Recommend allocating additional resources to expand outreach capabilities.




Year to be

Work Tasks Completed |Current Status Recommendation
Complete. ED staff supported Public Works Engineering and Transportation staff with a
Transit Shuttle Feasibility Study, which assessed the existing transit connectivity
conditions, identified the needs of industrial area employees/employers, and analyzed the
logistical and financial feasibility of establishing a transit shuttle from Hayward and South
Hayward BART stations to major employment areas. The Industrial Baseline Profile and ED
Complete a transit and amenity needs assessment for employees staff's engagement of businesses through the Business Visitation Program were key data
in the industrial areas and create an implementation plan based sources for this ongoing effort. PW E&T staff is now working with businesses to implement
IS1.F on recommendations 2016 customized solutions for shuttle connection services. Recommend Deletion - Task Complete
Incomplete. Pending outcomes of the Community Benefits District effort for the
Explore a Facilities Maintenance District to fund amenities in the downtown area, ED will seek to develop a similar industrial area improvement program or
1S1.G industrial areas 2016 other incentive program. Ongoing Task - Recommend moving to 2018
Complete. ED staff developed and continually refines the questionnaire used during in-
person and telephone interviews with businesses that leave or close. Feedback from these
Develop a method to survey businesses that close or leave firms is captured and logged in the ED Activity Log, which is analyzed to identify patterns
IS1.H Hayward to learn from common issues 2016 and potential solutions. Recommend Deletion - Task Complete
Ongoing. ED staff has not identified readily available data to track how ethnic groups are
represented in the Hayward economy. Staff focuses on encouraging investment off all
types that offer employment opportunities for the community and revenue generation for
Identify a method to track how different ethnic groups are the City. Development of a data collection program to track this information would be
IS1.1 represented in the Hayward economy 2016 resource intensive and unlikely to yield actionable information. Ongoing Task - Recommend moving to 2018




Year to be
Work Tasks Completed |Current Status Recommendation
Industrial Sector
GOAL IS2: Recruit and secure new businesses in priority locations/industries that are a good fit for Hayward
Completed. In addition to the Business Concierge Program, staff worked to develop and
update existing marketing materials that are being used to attract targeted industries. Recommend replacement of this task with the following: "Expand marketing efforts to
Establish a comprehensive attraction program for key business Targeted industries include advanced industries, which include manufacturers, bioscience, [advanced industries and targeted businesses by attending conferences and tradeshows and
1S2.A types 2014 technology and specialty food and beverage producers. advertising in industry media outlets."
Incomplete. Pending outcomes of the Community Benefits District effort for the
Downtown area, ED will seek to develop a similar industrial area improvement program or
Design and offer incentives to new industrial businesses for site other incentive program. Additional resources will be needed if such programs are to be |Ongoing Task - Recommend moving to 2018. Staff will research and propose potential industrial
1S2.B preparation and for those that offer good paying jobs 2015 established. incentive options to attract targeted businesses.
Develop relationships with the property owners of the Ongoing. Staff continues to engage existing and new property owners in the industrial
1S2.C opportunity sites in the industrial area 2018 area to identify opportunities and trends. Ongoing Task
Incomplete. Given the amount of resources necessary to establish and convene a working
group, staff elected to partner with existing Bay Area biotechnology and life science
associations such as the California Life Science Association, East Bay Bio-Manufacturing
Network, and the Ohlone College Biotechnology Council, whose membership include Recommend replacement of this task with the following: "Attend and participate regional
Hayward businesses. These larger groups are better suited for attracting membership and |bioscience organizations efforts to market Hayward." Additional resources may be necessary to
1S2.D Develop a Bioscience Council 2018 addressing industry needs. achieve this goal.
Incomplete. As noted above, management of a working group takes significant resources.
Staff expanded the City's partnership with the Chamber of Commerce and Alameda Small |Recommend elimination of this task and addition of the following: "Expand marketing efforts
Business Development Center, which organizes and conducts training workshops and to specialty food and beverage manufacturers by developing industry specific marketing
1S2.E Expand the Food Manufacturing Council membership 2018 business mixers for food sector companies. collateral and attending conferences and tradeshows."
Incomplete. Staff is collecting data on venture capital funding raised by Hayward Recommend elimination of this task and addition of the following task: "Track private capital
businesses. However, given staffing resource constraints and the private nature of investment in Hayward businesses and initiate immediate outreach to businesses that receive
venture capital organizations, staff has not yet pursued engaging venture capital forums [venture capital funding. " This contact would represent the City's proactive efforts to assist
IS2.F Expand venture capital forums and investor round tables 2018 and roundtables. businesses that are poised to move or expand.
Ongoing. Staff continues to develop marketing brochures for the City as a whole. The next
Develop marketing materials for the opportunity sites in the evolution of this effort will include more refined marketing materials of opportunities sites
1S2.G industrial area that can be used by brokers 2018 and providing input to broker developed marketing materials. Ongoing Task
Ongoing. DSD staff currently tracks investment as part of the building valuation and
permit fee calculation. ED staff is currently collecting data on venture capital raised by
Hayward businesses. This data is used to identify and initiate retention and expansion
1S2.H Identify metrics to measure private investment in Hayward 2016 efforts. Ongoing Task - Recommend moving to 2018




Work Tasks

Year to be
Completed

Current Status

Recommendation

Industrial Sector

GOAL IS3: Maintain and expand the public infrastructure that businesses need to thrive

Complete an assessment of infrastructure deficiencies in the
industrial area, as well as strengths that could be used for

Complete. PW E&T staff conducted an assessment of both pavement and sidewalk
conditions in the industrial area, and arrived at the following conclusions:

* An estimated $7 million in pavement rehabilitation projects are required to bring
pavement conditions in the Industrial West area from the current pavement condition
Index (PCl) of 57 to a PCl of 65. For the Industrial Parkway Mixed-Use area, another $5.5
million will be needed to bring the PCI from its current index of 53 to a PCI of 65

¢ Based on input from businesses in the industrial area, there was a clear need to
implement a connector service that would allow for better access from this area to the
Hayward BART station and the Downtown

¢ As the industrial area was undergoing significant development during the 1950’s and
1960’s, transportation policies focused on constructing wider travel lanes for vehicular
traffic and did not emphasize the need for developing pedestrian-related facilities (i.e.
sidewalks). Therefore, there is a limited amount of sidewalk in this area of the City.
However, recent policies have mandated that the construction of new roads throughout
the industrial area include sidewalks or other pedestrian-friendly facilities. More sidewalks
can be added to existing streets.

Recommend replacement of this task with the following: "Explore the development of place
making programs in the Industrial Corridor to attract new business investment." This work,
which will carry through 2018, may include identifying potential locations, types, costs and

IS3.A marketing, such as rail access and water supply 2015 funding sources for gateway markers and public art.
While Hayward utility connection rates are competitive with neighboring communities, these
fees can be a barrier to entry for target businesses such as a restaurant, food and beverage
producer or manufacturer. As a result, staff recommends replacement of this task with the
Ensure water/sewer main capacity, especially for opportunity following: "Explore the development of incentives or assistance programs for utility connection
1S3.B sites 2018 Complete. The City offers ample sewer and water main capacity to opportunity sites. fees for targeted industries."
Ongoing. in 2015 and 2016, ED developed a tentative public-private partnership (P3)
framework with San Leandro Dark Fiber and submitted a grant to the U.S. Economic
Development Administration to fund the development of a fiber loop in the industrial
area. The EDA issued a notice on award the grant on September 14, 2016. In April 2016,
Staff also began working with a consultant to prepare a Fiber Optic Master Plan to provide
Explore a public/private partnership to secure broadband/fiber an assessment of current conditions, potential options and implementation strategies to |Ongoing Task. It is anticipated that the Fiber Optic Master Plan will be complete in December
1S3.C optic network in the industrial area 2018 achieve this goal. 2016 and construction of the fiber optic loop will commence in 2017.




Work Tasks

Year to be
Completed

Current Status

Recommendation

1S3.D

Complete the Whitesell/Cabot extension

2015

Ongoing. The project is under construction with anticipated completion of Phase 1 in the
Fall of 2016. Phase 1 is comprised of local street system modification and widening of
West Winton Avenue at the Intersection of Hesperian Boulevard along with minor signal
phasing modifications, the widening and extension of Whitesell Drive between Depot Road
and State Route 92. Phase 2 will be the reconstruction of the SR 92 Clawiter Road —
Whitesell Street Interchange. The timeline of Phase 2 has yet to be determined by the
Alameda County Transportation Commission.

Ongoing Task - Recommend moving to 2018

IS3.E

Create an implementation plan to address infrastructure
deficiencies, especially the quality of roads

2016

Complete. The Engineering and Transportation Department has a program (Pavement
Management Program) in place for managing the City’s streets infrastructure and
addressing deficient streets. This program contains information for all of the City’s streets,
such as their current pavement condition and the level of funding needed to bring each
street to an acceptable condition. Program implementation relies on available funding
provided each fiscal year through the City’s Capital Improvement Program (CIP). A portion
of available paving funds will continue to be applied towards projects in the Industrial
Area. In addition to streets and roads, staff will also focus on infrastructure deficiencies
associated with pedestrian and bicycle facilities, such as sidewalks, curb ramps, etc.

Recommend Deletion - Task Complete

IS3.F

Create and implement a plan to link and expand existing biking
and walking trails in the industrial area

2017

Ongoing. Staff are currently in the process of updating the current Bicycle Master Plan and
creating a Pedestrian Master Plan. These studies, which are currently funded through
Measure B in the CIP, will commence during the summer of 2015. Staff will ensure that a
focal point of each plan will be the consideration and potential development of a loop for
the existing trail system, which will include the industrial area. In the interim, City staff are
in the process of updating the Downtown Specific Plan. A portion of this document will
contain elements of both the Bicycle and Pedestrian Master Plan, as well as identify new
facilities that align with the City’s policies, such as Complete Streets. Funding for this
project was secured through a grant from Alameda CTC.

Ongoing Task - Recommend moving to 2018




Work Tasks

Year to be
Completed

Current Status

Recommendation

Industrial Sector

GOAL IS4: Create proactive, site-specific land use policies that clearly convey information to potential businesses

1S4.A

Identify desired uses for the opportunity sites in the industrial
area with the CEDC and ensure that current zoning allows for the
desired uses

2014

Complete. Opportunity site developments are vetted through the ED Concept Review
process, which enables CEDC and Council to provide informal feedback to potential
applicants before acquisition or an official application is submitted.

Recommend Deletion - Task Complete

1S4.B

Confirm the City's zoning assessment with commercial brokers

2014

Underway. DSD Planning Division, in consultation with staff from ED and Fire/Hazmat, is
preparing a comprehensive review and update of the Industrial Zoning District regulations.
This work will include extensive engagement of commercial real estate brokers and
industrial property owners.

Ongoing Task - Recommend moving to 2018

154.C

Update the City's Hazmat policies to address advances in the
biotech industry

2015

Underway. DSD Planning Division, in consultation with staff from ED and Fire/Hazmat, is
preparing a comprehensive review and update of the Industrial Zoning District regulations.
This review will include a review and update of allowed uses and creation of performance
standards to address advances in the biotech industry. The objective is to make permitting
more predicable for new businesses.

Ongoing Task - Recommend moving to 2018

1S4.D

Develop preferential zoning areas that support the desired
business types

2015

Underway. DSD Planning Division, in consultation with staff from ED and Fire/Hazmat, is
preparing a comprehensive review and update of the Industrial Zoning District regulations.
This update may include the addition of buffer areas between traditional industrial uses
and residential; new sub-districts to encourage desired business types and commercial use
overlays that will help add goods and service amenities to the Industrial District.

Ongoing Task - Recommend moving to 2018

1S4.E

Assess opportunities for recreational uses in sections of the
industrial area that are near retail areas

2016

Underway. DSD Planning Division, in consultation with staff from ED and Fire/Hazmat, is
preparing a comprehensive review and update of the Industrial Zoning District regulations.

This update may an examination of recreational opportunities in the Industrial District.

Ongoing Task - Recommend moving to 2018




Year to be

Work Tasks Completed |Current Status Recommendation
Industrial Sector
GOAL IS5: Ensure a timely and predictable permit process
Develop an ombudsperson program to streamline industrial Complete. Staff developed an Ombudsman Program and produced marketing material
IS5.A business applications and permits 2014 that is distributed to businesses during site visits. Recommend Deletion - Task Complete
Ongoing. DSD launched a new permitting and inspections module on the City’s ERP
System (MUNIS) in FY 2014. This system allows for permit applicants to view the current
status of their permit applications in real time, including reviewing plan check comments
from various departments as soon as they are completed. This system also has the
capability of allowing permits to be applied for online, but that feature is not currently
Optimize the permit process by utilizing online technology and active. Staff is developing a phased implementation program to allow for online permit
1S5.B other available tools 2018 application and plan submittal, and electronic plan checking. Ongoing Task
Expand the permit performance measures to include other Ongoing. Staff continues to develop improvements to the internal process and
1S5.C departments that are involved in permitting and inspections 2016 performance evaluation of the permitting and inspection process. Ongoing Task - Recommend moving to 2018
Underway. DSD Planning Division, in consultation with staff from ED and Fire/Hazmat, is
preparing a comprehensive review and update of the Industrial Zoning District regulations.
This review will include a review and update of allowed uses and creation of performance
standards to address advances in the biotech industry. The objective is to make permitting
1S5.D Streamline the bioscience permitting 2016 more predicable for new businesses. Ongoing Task - Recommend moving to 2018




Work Tasks

Year to be
Completed

Current Status

Recommendation

Industrial Sector

GOAL IS6: Improve Hayward's education-to-job bridge thro

ugh an active community partnership

Encourage and support HUSD efforts to develop a mentoring/
internship/ skill-development program for students that are

Ongoing. ED staff regularly supports and collaborates with HUSD, the Chamber of
Commerce's Work Based Learning Program, and Cal State East Bay STEM Institute efforts
to develop career pathways for Hayward students. This work includes sponsoring

1S6.A interested in specific careers 2018 Hayward Manufacturing Day in 2014 and STEM Career Awareness Events in 2016. Ongoing Task
Ongoing. Staff is focused on supporting the development of a connected and active
business community. As better relationships are forged and corporate champions are
Explore business sponsorships and employee volunteer programs identified programs such as business sponsorships and volunteer programs, will be more
1S6.B to grow the City's existing afterschool programs 2018 feasible. Ongoing Task
Ongoing. Through business visitations and working through our workforce partners at the
Alameda County Workforce Board, East Bay Career Pathway Consortium (via the Hayward
Chamber of Commerce Workforce Development Program), and the CSU East Bay STEM
Institute, information regarding the skillsets required by industrial employers is widely
available. These skills directed tied to STEM education. As a result, ED staff actively
sponsors and supports Hayward STEM initiatives. This includes the Hayward 3D Challenge
Complete an inventory of desired skills from Hayward industrial where the City partnered with the Chamber of Commerce, HSUSD to provide a work-
1S6.C businesses 2018 based learning project using 3D printing equipment and software. Ongoing Task
Ongoing. Staff is focused on supporting the development of a connected and active
Create an annual award to recognize businesses that support business community. As better relationships are forged and corporate champions are
1S6.D schools 2015 identified programs, such as business awards for school adoptions will be more feasible. |Ongoing Task - Recommend moving to 2018
Facilitate an adopt-a-classroom and employee volunteer program Ongoing. Staff is focused on supporting the development of a connected and active
in partnership with HUSD, starting with the Promise business community. As better relationships are forged and corporate champions are
1S6.E Neighborhood middle and high schools 2018 identified programs, such as business adoption of classrooms, will be more feasible. Ongoing Task




Year to be

Work Tasks Completed |Current Status Recommendation
Ongoing. The City provided support and resources to facilitate school tours of advanced
industries in Hayward through to major events: East Bay Manufacturing Day in November
2015 and CSU East Bay's STEM Career Day in April 2016. ED staff plans to support
additional events as opportunities arise. A National Manufacturing Day event is being
planned by the Hayward Chamber of Commerce in November 2016. This event will enable
1S6.F Facilitate school tours of industrial businesses 2018 Hayward students to tour advanced industries. Ongoing Task
Complete. The City provides staff support and resources to facilitate career related
Design and launch an annual Career Day at Chabot and Cal State events, such as East Bay Manufacturing Day and CSU East Bay's STEM Career Day. ED
1S6.G that highlights the skills needed to work in Hayward industries 2016 staff plans to continue supporting these events as opportunities arise. Recommend Deletion - Task Complete
Partner with the Chamber to incorporate a job fair element at the
1S6.H annual Business Expo 2018 Incomplete. Ongoing Task
Identify metrics that connect academic achievement to Incomplete. Staff will work with HUSD and CSU East Bay as they are the appropriate
1S6.1 employment, such as job placement after graduation 2016 partners to track and report this data. Ongoing Task - Recommend moving to 2018
Incomplete. Staffing resources are not yet available to sustain the research and
development of a Local Hire program. Staff has focused on leveraging partnerships with
local workforce development efforts led by HUSD, CSU East Bay STEM Institute and Chabot|Recommend elimination of this task and placement of additional resources to complete Work
Research and develop a local hire program to encourage and Community College. These efforts emphasize providing students with the skill sets need to|Task IS6.A, which focuses on encouraging businesses to partner with schools for job training and
1S6.J support businesses to hire Hayward residents 2017 compete for local jobs in advanced industries. internship programs.




Attachment IV

Service & Retail Industry
GOAL SR1: Support existing businesses, especially in the area of safety

Year to be
Work Task Completed Current Status Recommendation
Identify key safety concerns and crime Ongoing. Staff coordinates with PD and merchants on safety concerns and crime patterns
patterns in the retail areas, utilizing within the retail corridors. PD activity to address concerns is reported in the PD quarterly Move to Ongoing Tasks with
information from the new CAD/RMS reports presented to Council. This is an ongoing coordination effort between ED and PD reportables tied to PD
SR1.A and anecdotal evidence collected 2014 staff along with the business community to address safety concerns and crime. guarterly updates
With the Police Department and Code
Enforcement, establish a crime
prevention and property improvement Task Complete. The City, through its PD Crime Prevention Office, provides services to Recommend Deletion - Task
SR1.B program for property managers 2014 commercial property owners and developers. Complete
In 2015, the Economic Development Division created the City's Business Concierge
Program, which is designed to address business attraction and retention. The program has
been successfully implemented and we are currently assisting businesses in both business
attraction and expansion activities. In order to fully implement the program additional
Establish a comprehensive retention resources are required to enhance the existing business visitation program; with over Recommend Deletion - Task
SR1.C program for existing businesses 2014 4,000 businesses outreaching targeted businesses and clusters can be challenging. Complete
The Economic Development Division is exploring various commercial revitalization
incentive programs. A presentation was made to the CEDC on incentive program
Design and offer incentives to existing approaches on June 6, 2016. The CEDC provided direction for staff to explore programs
service/retail businesses for expansions that bring capitol improvements to buildings and infrastructure. Staff is currently Ongoing Task - Recommend

SR1.D and improvements 2015 developing program guidelines and requirements for future Council review. moving to 2017



SR1.E

IS1.H

1S1.1

Assist the Chamber, BIA, and workforce
development organizations with starting
a mentoring/consulting program for
small businesses

Develop a method to survey businesses
that close or leave Hayward to learn
from common issues

Identify a method to track how different
ethnic groups are represented in the
Hayward economy

Service & Retail Industry
GOAL SR2: Recruit and secure new businesses in priority locations/industries that are a good fit for Hayward

Work Task

SR2.A

SR2.B

Establish a comprehensive retail
attraction program for desired retailers

Increase proactive code enforcement
efforts around catalyst sites and other
highly visible sites

2017

2017

2017

Year to be
Completed

2014

2014

Attachment Il

Through partnerships with other organizations within Alameda County, the City has been
able to partner to provide small business support programs. Staff recommends adjusting
policy to be modified to read as follows: "Continue to partner with Chamber, BIA,
Alameda County Small Business Development Center, Workforce Development, Rubicon,
and other support organizations to address the needs of the small business community as
it relates to staffing, employment training, financial planning and other resources to assist
in the establishment and growth of small business." Ongoing Task
Activity on this task has not occurred. Staff anticipates working with Revenue Department

to establish a survey to be submitted for business closures and relocations out of City

limits. Still targeting 2017

This is a difficult task to develop a reliable data source that does not require substantial
resources to develop and implement. Recommend modification of the Task to read as
follows: "Track demographic data of Hayward resident's and identify trends related to

potential market shifts in providing goods and services to specific ethnic markets." Still targeting 2017

Current Status Recommendation
This is a multi-layered task that requires multiple sub-tasks in order to create a
comprehensive program. Staff has completed the retail baseline study identifying current
available spaces within the Hayward commercial corridors. The next step is to identify
retail locations that would be attractive for desired retailers. Staff is currently working
with retail consultants for analysis of retail corridors and creation of an attraction program.
In addition, staff is working with the development community for inclusion of quality
commercial space when applicable. Ongoing Task
Complete. ED and Code Enforcement staff work regularly on various blight issues

surrounding catalyst sites. The City has been successful in facilitating the development of Recommend Deletion - Task
the Green Shutter and are working collaboratively on other locations throughout the City. Complete



SR2.C

SR2.D

SR2.E

SR2.F

SR2.G

SR2.H

Design and offer incentives to new retail
businesses, such as business loans and
fee waivers

Update psychographic data (example:
Buxton Study)

Grow relationships with retail brokers
Develop relationships with the property
owners of the catalyst sites in the retail
area

Develop marketing material for the
catalyst sites that can be used by
brokers

Identify metrics to measure private
investment in Hayward

Service & Retail Industry
GOAL SR3: Recruit and secure new businesses in priority locations/industries that are a good fit for Hayward

Work Task

SR3.A

Complete an assessment of
infrastructure deficiencies in the retail
area, as well as strengths that could be
used for marketing, such as Hayward's
unique downtown

2015

2014

2018

2018

2015

2016

Year to be
Completed

2015

See Task SR1.d - In addition, the City offers current programs through CDBG Economic
Development Programs. Also, staff has been working with Utilities and Environmental
Services on a fee deferral program targeted for restaurants micro beverage manufacturing
businesses. Funding will continue to be an issue as fully funding the need for small
businesses is a challenge.

Staff plans to work with consultant to update psychographic data along with other
analytical data points that will better define the community need and development
opportunities.

Ongoing. Staff continues to develop marketing materials targeting brokers. The Business
Concierge Program brochure, Hayward Fact Sheet and #HaywardUpward website
complement our efforts in relationship building. Future plans include a broker
appreciation event. Staff will increase attendance at trade shows, regional events and host
more outreach events to attract developers and retailers.

Ongoing activity.

ED staff to develop comprehensive marketing materials for Hayward associated with
Marketing Tasks.

Staff working with Development Services to identify private investment for development
projects. In addition, tracking Venture Capitol invested in Hayward.

Current Status

Infrastructure analysis for the downtown will be part of the Downtown Specific Plan slated
to be completed in 2018. Assessment of commercial corridors and infrastructure needs is
ongoing.

Attachment Il

Ongoing Task

Ongoing Task - Recommend
moving to 2017

Ongoing Task

Ongoing Task

Ongoing Task

Ongoing Task

Recommendation

Ongoing Task



SR3.B

SR3.C

SR3.D

SR3.E

SR3.F

SR3.G

Complete the way-finding sign program
for the 238 Corridor

Complete parking study for downtown
retail area

Create an implementation plan to
address deficiencies identified in the
infrastructure assessment

Pre-install grease traps and other
infrastructure to support restaurant
development

Work with Southland Mall to identify
and address infrastructure needs

Develop gateway program

Service & Retail Industry
GOAL SR4: Create proactive, site-specific land use policies that clearly convey information to potential businesses

Work Task

SR4.A

SR4.B

SR4.C

Identify desired uses for the catalyst
sites with the CEDC and ensure that

current zoning allows for the desired
uses

Confirm the City's zoning assessment
with commercial brokers

Revise the Sign Ordinance

2014

2014

2016

2016

2016

2016

Year to be
Completed

2014

2014

2014

Complete
Underway - Transportation Division currently undertaking parking analysis and
determination of recommendations.

Downtown Specific Plan update currently being led by Development Services
Capitol expenditures for pre-installation of grease traps can be cost prohibitive and not
effective on attracting restaurant users. Recommend developing incentive programs to

help off-set construction costs for restaurants related to infrastructure improvements
ranging from commercial kitchen buildouts to grease interceptors.

Ongoing

Economic Development Staff is in the process of identifying locations for gateway markers.

Phase Il of the program will focus on key entry points into City of Hayward.

Current Status
Recommend modifying language to reflect City's pre-application process and Council
workshops to receive policy direction on catalyst sites. It is difficult to select an individual
desired project as there is a balance of needs of the community.

Ongoing

Complete

Recommend Deletion Aﬁiaasq(hment I
Complete

Underway

Ongoing Task

Recommend Modifying
Language

Ongoing Task

Underway

Recommendation

Ongoing Task - Recommend
modifying language

Ongoing Task
Recommend Deletion - Task
Complete



SR4.D

SR4.E

SR4.F

Monitor developments at Airport Land
Use Commission and improve process to
ensure appropriate influence

Modify/create dining entertainment

districts that include owner
accountability systems

Complete the Downtown Plan update

Service & Retail Industry
GOAL SR5: Ensure a timely and predictable permit process

Work Task

SR5.A

SR5.B

SR5.C

SR5.D

Develop and promote an ombudsperson
program to streamline retail business
applications and permits

Optimize the permit process by utilizing
online technology and other available
tools

Update/review fire connection
requirements

Facilitate the streamlining of ABC review
while developing equally balanced
accountability measures for problem
users

2018

2015

2016

Year to be
Completed

2014

2018

2014

2015

Attachment Il

Ongoing Ongoing Task
Recommend Deletion. The Downtown Specific Plan will establish the dining and
entertainment district and owner accountability is tied into zoning requirements
associated with entitlement permits. Recommend Deletion

Ongoing Task - Recommend

Underway moving to 2018

Current Status Recommendation
Continue Business Concierge Program to improve the customer experience by providing a
single point of contact to address market analysis and site selection, development
assistance and business and workforce assistance.

Recommend Deletion - Task
Complete

Ongoing Ongoing Task

Recommend deletion. Fire Connection requirements are standard and compliant with the
Building and Fire Code. Staff has made great strides working with existing and potential
businesses to cover standard health and safety issues and Fire Connection Requirements
are consistent with standard process and procedures.

Recommend Deletion - Task
Complete

Recommend Deletion - Task

Complete Complete



SR5.E Streamline restaurant permitting 2015 Complete

Expand the permit performance

measures to include other departments

that are involved in permitting and Development Services Department has taken the lead on streamlining processing of
SR5.F inspections 2016 permits. Performance measures are currently established for review timelines.

Service & Retail Industry

GOAL SR6: Improve Hayward's education-to-job bridge through an active community partnership
Year to be
Work Task Completed Current Status
Partner with applicable community
organizations to create a job connection
program for seasonal and part-time
SR6.A entry jobs 2018 Ongoing
Expand the adopt a classroom and
employee volunteer programs to
SR6.B service/retail businesses 2018 Ongoing

Identify metrics that connect academic

achievement to employment, such as Looking to identify data sources that track academic achievement to employment. Data
SR6.C job placement after graduation 2016 may not be available and task item may need to be modified.

Research and develop a local hire Staff will work to partner with businesses in an effort to create a career pathways. Staff

program to encourage and support will continue to support Manufacturing Day, STEM programs and partnerships with
SR6.D businesses to hire Hayward residents 2017 Workforce Development Board, ACSBDC, Rubicon, CSUEB, Chabot and others.

Recommend Deletion Aﬁiaasq(hment I
Complete

Ongoing Task

Recommendation

Ongoing Task

Ongoing Task

Ongoing Task

Recommend modifying
language using first part of
SR6.A and last part of SR6.D
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DATE: January 24,2017

TO: Mayor and City Council
FROM: City Manager

SUBJECT Draft Fiber-Optic Master Plan
RECOMMENDATION

That Council reviews the Draft Fiber-Optic Master Plan and provides comments following the
consultant presentation.

SUMMARY

The development of a fiber optic network is a complex process that requires strategic
planning to ensure the system is well designed, subscribed to, and managed. The City
initiated the formulation of a Fiber Optic Master Plan to collect the data needed to analyze and
recommend the most feasible path and business model to deploy a fiber optic network that
meets the community’s needs with an initial emphasis on serving businesses in the Industrial
Technology and Innovation Corridor. The Draft Fiber Optic Master Plan (Fiber Master Plan)
is attached for Council’s review (Attachment II).

BACKGROUND

In today’s fast-moving, technology-driven world, broadband internet service is considered the
foundation for economic growth, job creation, global competitiveness and a better quality of
life. Like electricity did a century ago, broadband infrastructure is driving economic
development. It attracts new advanced industries and is helping existing businesses expand
and remain competitive. Broadband is also changing the way communities educate children,
provide public services, and access and disseminate knowledge.

Work Task IS3.C of the Economic Development Strategic Plan (FY 2014-2018) tasks staff
to “explore a public/private partnership to secure broadband/fiber optic network in the
industrial area.” To achieve this task, which is programmed over the duration of the five-year
plan, Economic Development staff developed, and is actively executing, a comprehensive
work plan designed to meet near- and long-term needs. Core elements of this program
include:
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1. Collecting data on existing broadband resources and business needs;

2. Engaging with technology and service providers to identify each organization’s plan
or willingness to expand service to the Industrial Crescent and explore potential
public-private partnerships;

3. Pursuing funding opportunities including federal economic development and public
works grants for network design and construction; and

4. Developing a Fiber Master Plan to guide the City in planning, budgeting and
implementing a telecommunications infrastructure project.

Staff outlined this programmatic approach and presented regular activity updates at meetings
of the City Economic Development Committee (September 14, 2015; February 1,2016; and
October 3, 2016) and the Council Technology Application Committee (October 15, 2015;
December 9, 2015; and November 3, 2016).

On February 23, 2016, Council authorized the City Manager to negotiate and execute a
professional services contract with consultant CTC Technology and Energy (CTC) to prepare a
Fiber-Optic Network Master Plan. The contract was executed on April 6, 2016.

Over the past ten months, CTC and staff have worked closely to produce a Draft Master Plan
that thoroughly analyzes and recommends the best potential approach and business model to
deploy the High Speed Hayward system. This extensive work program incorporates the
products of data collection and analysis, market research, interviews with staff, and an
extensive public outreach initiative targeting the business community in the Industrial
Crescent.

Staff completed multiple reviews of the Master Plan iterations and is prepared to share
publically the results of the study effort and consultant final recommendations. Specifically,
this Master Plan:

e Provides the City with information and data to set its goals and objectives to
facilitate the design and deployment of a fiber optic network in Hayward;

e Presents and evaluates the current supply of broadband communications assets,
products, and services in the City;

e Provides an inventory and assessment of existing City-owned assets and
infrastructure required to support deployment of a fiber optic network;

¢ Defines and evaluates potential fiber optic network routes and requirements;

¢ Identifies potential impacts of a fiber optic network, including impacts on City right-
of-way (ROW), City-owned conduit, streetlight poles, traffic lights, existing fiber
systems, and other real property;

e Defines services and technologies to be offered on the fiber optic network;

e Presents an engineering study, network design, and deployment cost model;

e Qutlines a potential phased approach to deliver the network; and

e Evaluates potential business models to build, operate, and make “last-mile”
connections to a fiber optic network.
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DISCUSSION
A. Evaluating Business Model Options

While the Master Plan provides detailed guidance for technical specifications and
configurations of the network, its primary goal is to analyze and recommend the best
potential path and business model to deploy a fiber optic network that meets the community’s
goals. The following provides a brief summary of the three business models analyzed in the
Master Plan.

Staff seeks Council feedback on the approach to be adopted.

Retail Service Model (Highest Risk Option):

In a Retail Service model, the City deploys the fiber optic network, “lights” the network to
provide internet service and directly offers services to end users. In this model, the City
constructs and maintains the network and all related electronics and markets and sells
services to retail customers. The City essentially becomes an internet service provider and
enters the market as a direct competitor to existing providers.

While this model presents the benefits of complete control over the network, it also presents
the greatest risk to the City. Not only does the approach not include any level of partnership
from private providers, it also places the City with the responsibility for all aspects of network
construction and administration; marketing and advertising; and billing and customer service.
Because complete financial and operational responsibility for the network and service falls to
the City, the City would need to compete with private providers that have an established
presence and brand in the market and that can make use of economies of scale. As a result of
these significant risks, the consultant and staff do not recommend the Retail Service model
approach.

Dark Fiber Model (Recommended Option):

The Dark Fiber model involves the City directly deploying a fiber optic network and providing
a private partner with a license or lease to use the City-owned fiber. This partner then “lights”
the fiber and offers services to end users. In this model, the City would be responsible for all
construction and maintenance of the fiber, but would not incur costs of managing network
electronics, customer premise equipment, marketing or customer contracts. This model
assumes the private partner will make a substantial investment in network electronics and
lead the marketing, advertising and support responsibilities associated with providing service
to end users.

The consultant team recommends and staff concurs that the Dark Fiber Model represents the
best option. This approach will leverage City assets and create the public-private
partnerships called for in the Council-adopted Economic Development Strategic Plan. The
Dark Fiber model is essentially a public works model, in which fiber is infrastructure that the
City manages and maintains.
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Wholesale Service Model (Hybrid Option)

A Wholesale Service model represents a hybrid of the Dark Fiber and Retail Service models.
In a Wholesale Service model, the City would deploy the network and would add network
electronics to “light” the fiber. The City would then offer these “lit” services over the network
to one or more private internet service providers, who then would offer services to end users.
This would allow the City to retain control of the fiber and network electronics while shifting
responsibilities for daily operation, marketing, sales and customer service to the private
sector. It would also enable multiple service providers to utilize the City’s network to offer
services, thereby lowering the barriers to entry.

While this model represents a lower-risk option than the Retail Service model, the approach
does expose the City to significant financial and operational risk. In this model, the City would
be tasked with operating and maintaining both the fiber and network electronics. The private
partners with which the City partners with bear less of the responsibility to maintain the
network infrastructure and related electronics. As a result of these significant risks, staff does
not recommend the Wholesale Service model approach.

B. Evaluating Other Key Recommendations for Near-Term Action

The Master Plan also recommends multiple high-level policy and operational initiatives that
can be undertaken by the City in the near term to advance the High Speed Hayward effort.
These initiatives are designed to create an environment conducive to the phased construction
approach outlined in the Plan. Staff seeks Council direction on whether staff should proceed
to begin scoping and programing the following key Master Plan recommendations into work
tasks:

1. Adopta Dig-Once Policy: A “Dig-Once Policy” would require any excavation plans
fitting specific criteria to install municipal fiber conduit or fiber, unless the City opts
out. This would allow the City to leverage public and private projects to expand the
City’s conduit and fiber network.

2. Conduct an Extensive Infrastructure Audit and Implement Records Management
System: A thorough evaluation and compilation of all City fiber assets and their

condition is key to accurate planning and management. While the Master Plan
involved a major data collection effort, more detailed information and a formalized
record keeping system will be necessary as a robust fiber optic network is constructed.
For example, documenting the network’s fiber runs and individual strand usage is
crucial to managing leases and expanding the system.

3. Engage the Private Sector through a Procurement Process: If Council adopts the
recommendation to pursue the Dark Fiber model, staff reccommends that a Request for

Information or Request for Proposals be issued to signal to the private sector that the
City is willing to invest in infrastructure and is seeking a partner. San Leandro Dark
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Fiber, the service provider of the City of San Leandro’s fiber system (“Lit San Leandro”)
has been working with the City to negotiate a lease. However, it may be necessary to
solicit other marketplace actors to ensure the City achieves its goals and maximizes the
return on investment.

ECONOMIC IMPACT

The job creation impacts attributable to this initiative cannot be estimated at this time.
However, information collected through the Economic Development Business Visitation
Program since September 2014, as well as the results of the business surveys and interviews
conducted during the Master Plan formation process, indicates there is demand for
broadband connectivity for small to medium-sized businesses within the advanced industries
sector. Firms in the biotechnology, construction and engineering, information and business
services, and manufacturing sectors have expressed a need for such service to help them grow
and remain competitive.

The ability to add this infrastructure to Hayward’s Industrial Crescent will also serve as a
competitive advantage over other communities. Improved broadband connectivity in the
City’s industrial areas will support business attraction efforts. While the existence of fiber is
only one of many site selection factors (such as lease rents, building configuration, traffic
patterns, etc.), being able to market Hayward’s broadband connectivity to the business
community at-large not only helps satisfy a site selection criterion, it will strengthen the City’s
reputation as a center for innovation and growth.

FISCAL IMPACT

The formulation of the Master Plan comes on the heels of a $2.74 million grant award from the
U.S. Department of Commerce - Economic Development Administration. As part of the federal
grant application, former City Manager Fran David committed the City to a 50 percent match
($2,744,824). As outlined in Attachment V - Letter of Commitment, dated July 10, 2015, this
amount is comprised as follows:

e Anin-kind contribution of City owned right-of-way land at an estimated value of
$2,108,117;

e Funds already committed to construction and installation of fiber conduit in the
Whitesell Street segment of the loop valued at $156,000; and

e A City General Fund contribution of $480,707 (cash).

The grant funding enables the City to install conduit and fiber optic cables in the Industrial
Crescent to construct the backbone of the fiber optic network. This backbone will consist of
existing infrastructure and newly constructed conduit and fiber. These grant funds served as
the basis for the engineering design and were included in the cost estimate developed by the
consultant and presented in the Master Plan.
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Staff is currently developing a grant implementation plan, which will identify project staffing
resource requirements, sources for the required matching funds and outline project
milestones. A staff update on the grant project will follow this spring.

Note that the consultant estimates that an additional $5.4 million will be required to deploy
the complete fiber optic network described in Section 5 of the Master Plan. To be clear, the
$2.7 million grant will build the fiber optic backbone, but an additional $5.4 million will be
needed to complete the last mile components of the network.

In dark fiber business model recommended by the consultant, the City deploys, owns, and
operates the network and seeks a private partner to lease city assets and invest in additional
electronics to “light” the network and offer services to end users. The cost estimate does not
include any potential City revenue from lease contracts with service providers.

Also note that the cost estimates do not include the resource requirements to initiate the
near-term recommendations outlined above. Additional research and staffing resources may
be required to develop a “Dig Once Policy,” conduct an infrastructure audit, and implement a
Records Management System.

Following Council direction and adoption of the Plan, staff will begin scoping costs, funding
sources and timelines of all future actions needed for implementation of the Fiber Master
Plan.

PUBLIC CONTACT

Development of the Fiber Master Plan incorporated a thorough outreach effort to the City’s
industrial business community. This work included an online survey and telephone
interviews with business representatives and organizations, property owners and other
public and private stakeholders. The survey was sent by the City and also by the Hayward
Chamber of Commerce to over 2,600 businesses in July 2016. There were 259 respondents.
Of these 259 respondents, 24 were further contacted for in-depth telephone interviews.

NEXT STEPS

Following the Work Session, staff and the consultant will integrate Council’s comments and
produce a Final Fiber Optic Master Plan for Council adoption. Following adoption, staff will
initiate scoping for the timelines, specific resource requirements and funding sources for
implementing the near-term and long-term actions outlined in the final plan.

Prepared by: Paul Nguyen, Economic Development Specialist

Recommended by: ~ Micah Hinkle, Economic Development Manager
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Approved by:

Kelly McAdoo, City Manager
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1 Executive Summary

There is a growing desire for robust, fiber-based broadband throughout the U.S., particularly
among businesses of all sizes as their needs evolve, and connectivity becomes increasingly
integral to business operations. Given this, localities are eager to find ways to fill gaps in available
service to help their communities attract and retain businesses. Cities that want to advance
economic development and attract a talented workforce are seeking ways to deploy fiber-to-the-
premises (FTTP) in their communities, or to partner with private providers that are willing and
able to help meet connectivity needs.

The City of Hayward is committed to enabling greater fiber-based connectivity for its numerous
businesses, and to eventually expanding services to its residential neighborhoods. The City is
focused on a phased municipal broadband deployment, and exploring a potential public—private
partnership to achieve these goals.

1.1 Project Background and Objectives

The City intends to leverage any available conduit and fiber infrastructure to support a municipal
FTTP deployment to advance the availability, affordability, and reliability of connectivity services
for its business sector, which hosts thousands of businesses in a broad range of industries. To this
end, the City has received funding from the U.S.

Department of Commerce to install a preliminary fiber The Fiber Optic Master
optic and conduit network. CTC’s engineers developed a Plan’s primary objective

proposed fiber design (see Section 5) based on the is to analyze and outline

assumption that this infrastructure would be foundational the best potential path
to any future City efforts to deploy an FTTP network. i) s renEl

To supplement the City’s direct efforts to deploy FTTP and deploy a fiber optic

to potentially support its long-term vision, the City also network that can meet

seeks to understand emerging public—private partnerships the community’s needs,

in the broadband industry, how to balance risk and reward, with an initial emphasis

. . on serving businesses
and whether a partnership makes sense in Hayward. In g

short, the City aims to take any steps it can to enable located in  Hayward’s

greater connectivity in the community, while not taking on Industrial Corridor.

undue risk.
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1.1.1 Fiber Optic Master Plan Objectives
To achieve the City’s vision as outlined in its General Plan 2020,' the Industrial Technology and

Innovation Corridor (Industrial Corridor)—an approximately nine-square-mile section of
industrial-zoned land with more than 5,100 businesses—needs infrastructure to attract
investment and support business growth. Today, fiber infrastructure that supports access to
broadband Internet service is as vital as streets, water, and sewer infrastructure. Broadband
connectivity enhances a community’s economic development potential by attracting new
advanced businesses and providing existing businesses the tools they need to expand.
Accordingly, the City engaged CTC Technology & Energy (CTC) to prepare a Fiber Optic Master
Plan to assist in the planning, budgeting, and implementation of a landmark fiber optic network
infrastructure project.

The Fiber Optic Master Plan’s primary objective is to analyze and outline the best potential path
and business model to deploy a fiber optic network that can meet the community’s needs, with
an initial emphasis on serving businesses located in Hayward’s Industrial Corridor. Additional
information on this targeted area and the types of business activities within it can be found in
the Industrial Technology and Innovation Corridor Baseline Profile,? published by the City’s
Economic Development Division in March 2015.

Specifically, this plan outlines strategies for improved consumer choice for data connection
services (including Internet), and economic development and job creation within the community.
This plan:

e Provides the City with information and data to set its goals and objectives to facilitate the
design and deployment of a fiber optic network in Hayward;

e Presents and evaluates the current supply of broadband communications assets,
products, and services in the City;

e Provides an inventory and assessment of existing City-owned assets and infrastructure
required to support deployment of a fiber optic network;

e Defines and evaluates potential fiber optic network routes and requirements;

e I|dentifies potential impacts of a fiber optic network, including impacts on City right-of-
way (ROW), City-owned conduit, streetlight poles, traffic lights, existing fiber systems, and
other real property;

e Defines services and technologies to be offered on the fiber optic network;

e Presents an engineering study, network design, and deployment cost model;

! The General Plan 2040 is available on the City’s website at http://cityofhayward-ca.gov/GENERALPLAN/
2 The Industrial Technology and Innovation Corridor Baseline Profile is available on the City’s website at
http://cityofhayward-ca.gov/CITY-GOVERNMENT/BOARDS-COMMISSIONS-COMMITTEES/PLANNING-
COMMISSION/pc/2015/pca040915-P01.pdf
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e Outlines a potential phased approach to deliver the network; and
e Evaluates potential business models to build, operate, and make “last-mile” connections
to a fiber optic network.

1.2 Methodology
This report was researched and prepared in the summer and autumn of 2016 by CTC, with
ongoing input from City staff. In addition to drawing on our extensive industry experience, our
analysis is guided by our conversations and interviews with City staff about the City’s objectives
and desired outcomes.

Over the course of the engagement, CTC performed the following general tasks:

1. Reviewed the City’s key physical infrastructure;
2. Developed and administered an online survey of Hayward businesses;

3. Conducted follow-up interviews with a select group of Hayward businesses to further
gauge interest in City FTTP efforts;

4. Researched the region’s available broadband services and costs;
5. Conducted onsite and desk surveys of City infrastructure;

6. Evaluated potential public—private partnership business models based on current
developments in the broadband industry; and

7. Developed pro forma financial statements for the City, including a governance model for
a fiber enterprise.

In addition to those tasks, CTC prepared a proposed fiber design (Section 5), which provides data
relevant to assessing the financial viability of network deployment, and offers guidance to
develop business models for a potential City construction effort (including the full range of
models for public—private partnerships). This estimate also provides key inputs to financial
modeling (see Section 7) to determine the approximate revenue levels necessary for the City to
service any debt incurred in building the network.

1.3 The City of Hayward’s Industrial Corridor Is Unique

Hayward is an economically and ethnically diverse city of approximately 150,000 residents within
45.32 square miles on the eastern edge of the San Francisco Bay. As a regional center of retail,
industrial, and public activities, Hayward combines a hometown atmosphere, ideal climate,
cultural attractions, parks, and recreational facilities with easy access to suppliers and customers
throughout the Bay Area and beyond.
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The City is known as the “Heart of the Bay” because of its central location in Alameda County—
25 miles southeast of San Francisco, 14 miles south of Oakland, 26 miles north of San Jose, and
10 miles west of Pleasanton and surrounding valley communities. Hayward has two Bay Area
Rapid Transit (BART) stations, an Amtrak station, its own executive airport, and an extensive
network of freeways and bus lines that provide easy access to the San Francisco, Oakland, and
San Jose international airports. The City also boasts easy access to the Port of Oakland, the fourth-
busiest container port in the U.S.

The City leveraged its strategic location and natural assets to become a regional hub for
commerce and trade. Today, Hayward is home to more than 7,000 businesses, ranging from
family-owned retail shops and restaurants, to globally recognized manufacturers, distributors,
and retailers. The City’s key industries include:

e Advanced and specialized manufacturing;
e (Clean and green technology;

e Food and beverage manufacturing;

e Life science and biotechnology; and

e Transportation and logistics.

The City’s Industrial Corridor is a large crescent-shaped area of industrial-zoned land located
along the City’s western and southwestern boundaries. This roughly nine square miles of land is
home to more than 5,100 businesses that employ nearly 47,500 workers. According to the City’s
General Plan, this corridor is expected to grow as an economic and employment center and
evolve to achieve a healthy balance of traditional manufacturing and information- and
technology-based uses.

Given the importance of the Industrial Corridor, we recommend focusing on providing service to
businesses there as part of a phased implementation approach to deploying FTTP in Hayward.
Rather than a pilot project, we believe that finding a way to serve the Industrial Corridor—or a
subset of businesses there—and maintain service long term will serve the City’s interests. This
may be possible through a public—private partnership under one of the business plans outlined
in Section 1.5. Specifically, the City can target infrastructure deployment to lower barriers for one
or more private providers that aim to serve these locations, and it can enable a mid-range FTTP-
based retail product.

1.4 The City’s U.S. Economic Development Administration Grant Decreases
FTTP Construction Costs

The U.S. Department of Commerce’s Economic Development Administration (EDA) announced in

2016 that it had awarded just over $2.74 million in grant funds to the City to support fiber optic
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infrastructure development.? This grant funding will enable the City to install conduit and fiber
optic cables, which will support an FTTP deployment in the Industrial Corridor.

The cost estimates in Section 6 anticipate an additional approximately $5.4 million to deploy the
the proposed fiber design in Section 5.% The design and associated costs take the EDA grant into
consideration and anticipate that any infrastructure the City develops with the $2.74 million
grant will become part of a broader FTTP deployment. The fiber optic infrastructure that the City
deploys with grant funds will serve as a backbone for a middle-mile and FTTP deployment.

Our analysis assumes that the grant funds will be used to install both conduit and fiber, and that
the conduit will be fully deployed with City fiber infrastructure. Given this, it is unlikely that the
City will have excess conduit to make available for other entities to use. In our experience, unless
an entity already has excessive unused conduit or has a need to install innerduct,® leasing conduit
can hamper expansion of fiber as the entity’s needs evolve. Further, there is not significant
revenue to be realized from leasing empty conduit. Instead,
The City’s approximately if the City seeks to monetize its infrastructure, it can offer
52.74 million in Economic excess fiber strands for dark fiber licensing.
Development Administration
(EDA) grant funds serve as One key network infrastructure component is known as a
the  basis  for CTC’s

engineering design and cost

“hub site,” which is a location in the community, typically in
the City’s ROW, where network backbone fiber terminates

. in a shelter or enclosure. From this point, middle-mile
estimates, and enable cost

savings for the City’s FTTP
deployment. The projected

network fiber is distributed deeper into the community to
support eventual FTTP connections to customers.® Another

cost to deploy the proposed important part of network deployment is to connect the

e dsien i Seeton 5 6 network to an Internet point of presence (POP) where the

. . City can access services offered at the POP. Services could
approximately $5.4 million,
in addition to the 52.74

million grant.

include hosting servers and network electronics in a
datacenter environment and “peering,” which involves
direct access to application providers’ that reside at the

3 “U.S. Department of Commerce Invests Nearly $4 Million in Northern California to Help Build Infrastructure and
Support Job Creation,” U.S. Economic Development Administration, last modified September 9, 2016,
https://www.eda.gov/news/press-releases/2016/09/14/northern-ca.htm.

4 Note that this cost is associated with a “dark fiber model,” in which the City would directly deploy an FTTP
network and provide a private partner with a license to use the City-owned fiber. This estimate is for outside plant
(OSP) infrastructure only and does not include the cost for network electronics, fiber drop cables, or customer
premises equipment. See Section 1.5.1.

5 Innerduct is smaller conduit (or tube) used to subdivide a larger conduit or duct for the placement of optical fiber
cables.

6 This is also commonly referred to as “distribution fiber,” given its purpose.

7 Examples include Netflix, Vonage, Yahoo, Dropbox, etc.
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POP. In addition to serving as a backbone, the City’s grant-funded infrastructure will help connect
the network hub to the POP, which can help the City gain access to Internet service providers
(ISPs) that may be interested in procuring dark fiber from the City to serve businesses in the
Industrial Corridor or along the fiber routes.

Perhaps the simplest benefit the EDA grant offers is approximately $2.74 million in avoided costs
to the City. While this does not cover the entire cost to serve the City’s target area, it gives the
City a notable head start toward achieving its connectivity goals.

1.5 The City Can Consider Three Potential Business Models With Varying
Degrees of Risk
We evaluated three core business models for the City We recommend considering

to consider, two of which assume the City will seek a a dark fiber model in which

private partner. Each model assumes the City will the City deploys, owns, and

invest in FTTP and take some financial and operating operates an FTTP network

risk, even if the City pursues a public—private and seeks a private partner

partnership based on one of these models. While a o favesr Gn aleaieie @

private company could come into the City and invest “light” the network, and

directly without requiring the City to take financial risk offers services to end users.
of its own, this private investment approach is not a
true partnership, and the private sector has not

signaled to the City a willingness to take this approach.

In a dark fiber model, the City directly deploys an FTTP network, and provides a private partner
with a license to use the City-owned fiber; the partner “lights” the fiber, and offers services to
end users. In this model, the partner would pay a per-passing cost to the City to help offset the
public-sector costs for fiber deployment. In this model, the City is responsible for all construction
and maintenance of the fiber, but does not manage network electronics, customer premises
equipment (CPEs), or any customer contracts.

In a wholesale service model, the City deploys an FTTP network and “lights” the fiber, and then
offers lit services to one or more private providers to offer service to end users. The City is
responsible for fiber construction and maintenance as well as all network electronics, including
replenishments and vendor contracts.

In a retail service model, the City deploys an FTTP network, “lights” the network, and directly
offers services to end users. In this model, the City will construct and maintain an FTTP network,
“light” the fiber and maintain all network electronics, and market and sell services to retail
customers. The City is responsible for customer service at every level in this model, and enters
the local market as a direct competitor to existing providers.
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Table 12 describes the City’s and a partner’s responsibilities in each of the models. It is important
to note that certain aspects of a partnership may be negotiable, but that we recommend a
division of responsibilities as outlined below. A partnership should help manage the City’s risk,
and substantially modifying this division of responsibilities could place undue risk on the City. For
example, we would view with skepticism a dark fiber partnership that required the City to invest
in both the fiber network and network electronics because it shifts much of the risk onto the City.

The three models we evaluated can be categorized from lowest to highest risk to the City: a dark
fiber model entails the least risk, a wholesale service model is riskier than the dark fiber model,
and a retail service model involves a great deal of risk to the City.

Table 1 shows a visual representation of the responsibilities that would fall to the City under each
of the potential business models, and thus the potential degree of risk.

Table 1: Three Potential Business Models

Model
Dark Fiber | Wholesale Service | Retail Service
Invest in and own outside plant (OSP) X X X
Fund and perform fiber maintenance X
Invest in own network electronics
Replenish network electronics
Manage electronics vendor contracts
Purchase and maintain CPEs
Marketing and customer acquisition
Conduct customer service

City Responsibility

X
X
X
X

X X X X X X X

1.5.1 A Dark Fiber Model Will Enable the City to Partner with the Private Sector and
Balance Risk

We believe the dark fiber model represents the best balance of shared risk and reward between
the City and a potential partner. In this model, the City is responsible for a substantial capital
investment to deploy fiber to the Industrial Corridor (and, perhaps, eventually the entire
community), but its risk is offset in part by retaining ownership of an asset. Further, this model
assumes the private partner will make a substantial investment of its own in network electronics,
and the marketing, advertising, and support responsibilities associated with providing service to
end users.

The City is already versed in making infrastructure investments on various public works projects,
and will not have to employ a broad range of new staff to learn unfamiliar skill sets such as
providing technical support over the phone to customers who call for help with issues related to
the equipment in their businesses or homes. Some of the responsibilities for maintaining the dark

7
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fiber network will require additional staff, but we anticipate less than four full-time positions will
be necessary to support the City’s dark fiber deployment (see Section 7).

Further, as we noted, the City’s approximately $2.74 in grant funding to support conduit and fiber
installation is a meaningful step toward infrastructure investment, which will help lower the
City’s risk even further. Unlike other communities that may not have access to grant funding, the
City already has a head start on making an investment in fiber and conduit. If the City can
supplement this investment to strategically deploy a dark fiber network to its preferred target
area in the Industrial Corridor, it may become an attractive partner for the private sector.

An example of the demarcation points between the City dark fiber and the partners’ electronics
is shown in Figure 1. The Figure also shows the potential demarcation points for lit services
(wholesale model).

Figure 1: Demarcation Between City and Partner Network Elements
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1.5.2 A Wholesale Service Model Can Enable Multiple ISPs to Serve Customers
A wholesale service model is a lower-risk option than the City choosing to directly provide retail

service, but it still represents a significant financial and operational risk for the City. Because the
financial and operational risk for the fiber and the network electronics falls to the City, any private
partner(s) with which the City contracts will automatically shoulder less of the partnership’s risk.
That is, there will be an imbalance in the shared risk and reward between the parties, which puts
the City at a disadvantage from the outset.

This model may still be attractive, however, if the City wishes to retain control of the fiber and
the network electronics while shifting responsibilities such as operations, customer support, and
marketing to the private sector. If the City is willing and able to take on additional financial and
operational risk associated with network electronics—for example, maintaining vendor licenses,
upgrading firmware, and periodically replacing network electronics—a wholesale service
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approach may be a viable option. This model can enable multiple ISPs to use the City’s network
to offer services by lowering costly barriers to entry.

1.5.3 A Retail Service Model Is High Risk

The only model that does not anticipate some level of partnership is the retail service model,
where the City would construct, own, and operate a fiber network over which it would directly
provide services to end users. While this model gives the City complete control, it also represents
the greatest possible risk to the City. In this model, the City would be responsible for all aspects
of network construction and administration, as well as marketing and advertising services to
potential customers, providing services, and offering customer support. This is a high-risk model,
because all financial and operational responsibility for every aspect of the network and service
falls to the City; the City must compete with existing providers that have an established presence
in the market and can make use of economies of scale; and the City would be entering the market
as a new provider.

There are numerous steps the City must take to implement a retail service model that provides
service to end users. Even then, there is no guarantee that the City can successfully manage an
inherently unpredictable for-choice business that requires an ability to compete in the
marketplace against established providers. If the City opts

Our analysis indicates that it to pursue this model, it will likely need to create new

would cost approximately $5.4 positions for additional staff; determine whether the fiber
million for the City to deploy a  optic enterprise will be housed in an existing City
dark fiber network to the department or will be a separate entity; develop a range
Industrial Corridor. This costis  of policies related to use, including compliance with digital
in addition to the 52.74 million millennium copyright act (DMCA) requirements and other
the [T Economic state and federal regulations; and launch a marketing
Development Administration campaign. These are merely the steps necessary to get
awarded the City in 2016. started. While these considerations are substantial, the

complexities associated with ongoing operations are
especially significant.

1.6 Estimated Fiber Costs and Phased Deployment

To ensure our design cost estimates reflected City goals and the reality of the infrastructure and
market in Hayward, our engineers conducted extensive desk surveys and an onsite field survey,
and engaged City staff in discussions throughout the course of this project. Our analysis examined
potential costs associated with bringing FTTP to the Industrial Corridor, and a possible phased
deployment.



Fiber Optic Master Plan | January 2017

1.6.1 Industrial Technology and Innovation Corridor

Based on a conceptual, high-level design prepared by our engineers, we developed cost examples
for the City to consider. While we believe that a dark fiber model will best meet the City’s needs,
we conducted analysis for a retail service model as well (see Section 6). This helps illustrate the
difference in costs that the City might incur if it opts to pursue a retail service model—if, for
example, the City is unable to find a partner to lease dark fiber and still wishes to ensure service
to select portions of the community.

Here, we look at the cost to deploy only the FTTP outside plant (OSP)?® infrastructure. This is the
total capital cost for the City to build a dark fiber network for lease to a private partner, which
will then provide retail service over the FTTP infrastructure. In other words, this portion of our
analysis is consistent with the dark fiber business model we outlined in Section 1.5.1.

We estimate that a dark fiber model, in which the City deploys a dark fiber network to the
Industrial Corridor, will cost approximately $5.4 million. As we noted, such a model does not
include costs for network electronics, subscriber equipment, or fiber drop cables.

In this model, the partner would take on the costs for the network electronics, which represents
approximately a $3 million upfront investment, based on our analysis. Further, the partner would
also be responsible for network electronic replenishments and annual fees associated with
network electronics, such as vendor licenses.

Table 2, below, outlines the projected costs for this model, and Section 6 provides additional
details about this approach.

Table 2: Breakdown of Estimated Dark FTTP Cost

o T Total Estimated
Cost

OSP Engineering $0.5 million
Quality Control/Quality Assurance 0.2 million
General OSP Construction Cost 3.2 million
Special Crossings 0.7 million
Backbone and Distribution Plant Splicing 0.1 million
Backbone Hub, Termination, and Testing 0.5 million
FTTP Lateral Installations 0.2 million
Total Estimated Cost: $5.4 million

8 OSP, known as “layer 1” or the “physical layer” of the network, is both the most expensive part of the network
and the longest lasting.

10
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1.7 Recommendations and Next Steps

Section 2.1 indicates that the City is served similarly to comparable markets. While there are
some gaps in available service, many of the City’s businesses currently have access to fiber-based
connectivity or alternative technologies that offer sufficient speeds for their business needs. We
note that, based on our experience and analysis, Hayward is ahead of similar cities—even by
simply commissioning this Master Plan, the City has set itself apart from many of its peers.
Although there is not great urgency for the City to fill gaps, this section describes potential steps
the City can take increase broadband availability—especially to businesses—and thereby
potentially advance its standing in a global economy.

One of the most important decisions the City must make, which will inform next steps, is which

business model to pursue. We believe the City will achieve the most favorable outcome by

pursuing a dark fiber model, in which it expands its existing dark fiber and conduit, and grants

access to its network to private entities that will offer services. We believe this approach

represents shared investment and risk for the public and private sector, and may help offset the
City’s financial obligations.

We recommend that the City:
y In this approach, the City constructs and owns the

e (Consider a dark fiber model fiber network and the private partner “lights” the

. ) fiber with electronics and directly serves end
e Adopt a dig-once policy
e users. This model is currently underway on a large
e Audit its infrastructure and records ] i ) )
scale in the City of Westminster, Maryland, with
e Implement a records management ) ) ) ) )
system its private partner Ting Internet,® and in the City
] of Huntsville, Alabama, with its private partner,
e (Construct a fiber segment to . 10
Google Fiber.
connect an Internet POP

e Expand FTTP to select Industrial Retaining ownership of the fiber OSP assets is
Corridor areas important to mitigate risk; owning assets is a way
e Signal to the private sector through for the City to retain some control of the network,
a procurement process and to have some say in when, where, and how it
e lease dark fiber strands to select is built. This approach includes a scenario in
Industrial Corridor customers which a community pursues a partnership with a

private provider; a good way to balance risk and
reward is for the City to maintain ownership and control of the assets while it assigns operational
responsibilities, including the capital investment for network and consumer electronics, to a

° Wiley Hayes, “Westminster, Md. Partners with Private Sector to Broaden Fiber-Optic Network,” GovTech, last
modified October 26, 2015, http://www.govtech.com/dc/articles/Westminster-Md-Partners-with-Private-Sector-
to-Broaden-Fiber-Optic-Network.html.

10 Frederic Lardinois, “Google Fiber Is Coming To Huntsville, Alabama,” Tech Crunch, last modified February 22,
2016, http://techcrunch.com/2016/02/22/google-fiber-is-coming-to-huntsville-alabama/.

11



Fiber Optic Master Plan | January 2017

private partner. This enables both parties to perform functions that highlight their strengths
while not having to expend resources and energy attempting to carry out tasks for which they
are ill-equipped.

There is risk to the City in this model because it requires a substantial capital investment to build
(or expand) and maintain the fiber network, but it also gives the City a degree of control because
the City owns the network. In the event the partnership fails for any reason the City owns its
assets and can take over control of the network directly or engage a different partner. This
partnership model where the City retains ownership of the fiber assets will likely enable the City
to make use of its existing fiber assets, and retain more control than simply relying on the private
sector, while tempering risk in a way that a retail model cannot.

We note that recent developments with Google Fiber—particularly its apparent scaling back of
infrastructure deployment—do not change any of CTC’s recommendations in this report.*! The
City is focused on finding ways to serve business customers, while Google Fiber has historically
focused on providing residential service.

1.7.1 The City Can Take Small Steps with Potentially Big Rewards Toward Achieving
Its Goals

There are opportunities for the City to improve telecommunications services in the community

with minimal capital investment. A phased fiber construction approach would allow the City to

invest in infrastructure over time that facilitates the goal of eventually providing FTTP to all

residents and businesses in the City.

At a high level, we believe the City can take on the following projects to help advance toward its
goals without requiring a multi-million-dollar investment in the near term:

e We recommend that, in the coming months, the City consider modifying its ROW
ordinance to provide the City with the option of obtaining conduit on routes where
utilities are performing excavation. This type of “Dig Once” policy would require any
excavation plans fitting specified criteria to include municipal use conduit or fiber, unless
the City opts out of the excavation project.

e Conduct an in-depth audit of existing fiber infrastructure and corresponding records, and
implement a thorough records management program. This will support the City’s current
efforts, and will enable a stronger enterprise going forward.

e Spend approximately $60,000 to construct a roughly 0.3-mile segment of fiber to the
Internet POP at 25070 O’Neil Avenue. If the City expands fiber and conduit through the

11 Jon Brodkin, “Google fiber division cuts staff by 9%, “pauses” fiber plans in 11 cities,” Ars Technica, last modified
October 25, 2016, http://arstechnica.com/information-technology/2016/10/google-fiber-laying-off-9-of-staff-will-
pause-plans-for-10-cities/.
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Industrial Corridor as planned, and begins offering dark fiber services to high-end
customers, this will add value to that offering.

e Begin expanding FTTP to select portions of the Industrial Corridor, and signal to the
private sector through a procurement process that the City seeks one or more partners
to offer services over a City-owned fiber network.

e Offer dark fiber services to some locations to support key customers in the Industrial
Corridor.

1.7.1.1 Consider Modifying the City’s ROW Ordinance to Include a Dig-Once Policy
Future public works projects should also be leveraged to expand the City’s conduit and fiber
network. Projects such as utility replacements, road widenings, and other major capital
improvement efforts may provide the opportunity to install conduit and fiber optics without the
need for surface restoration. A coordinated Dig Once ordinance, which typically requires the
installation of City-owned communications infrastructure in excavation projects where the City
has determined that it is both financially feasible and consistent with the City’s long-term goals,
is recommended to leverage these types of public and private excavation projects. Section 4.3
further discusses our Dig Once recommendations.

Similar to Dig Once is a concept called “One-Touch Make-Ready,” which applies to infrastructure
that will be placed on electric or communication poles. Enacting a One-Touch Make-Ready
ordinance is similar to implementing a Dig Once policy in that both aim to simplify the process of
deploying infrastructure through coordinated efforts among entities and agencies. The goal is to
streamline the process of deploying future-generation communications infrastructure
throughout as much of a locality as possible, while minimizing cost and disruption to the ROW.

This analysis does not include a recommendation that the City enact a One-Touch Make-Ready
ordinance at this time because our design anticipates a fully underground network. If the City
expects to deploy additional infrastructure on poles in the future, or partner with a private entity
that may deploy an aerial network, it may be prudent to explore a One-Touch Make-Ready policy.

It is important to note that Dig Once policies typically govern ROW spaces that a locality owns
and over which it has control, whereas a One-Touch Make-Ready ordinance generally applies to
poles that the locality may not own, or to which it may not have rights. While these poles are
often located in the locality’s public ROW, it is unclear to what degree a locality can direct pole
owners to provide access to their poles. While CTC cannot provide legal guidance, we note that
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Louisville Metro Government in Kentucky!? and Metro Government of Nashville and Davidson
County in Tennessee®3 are currently involved in litigation over One-Touch Make-Ready policies.

1.7.1.2 Conduct Asset Audit and Carefully Manage any Existing and Expanded Fiber and
Conduit Assets

One of the most important steps the City can take is to ensure that it is carefully managing its

assets, including conduit and fiber. Whether the City opts to expand its assets or maintain the

status quo, fiber strand management on the front end can have enormous benefits over the life

of the fiber network, and can save potential confusion and cost in the long run.

One initial step toward this end is to conduct a thorough evaluation of any and all fiber
management documentation the City currently has in place. There may exist documentation in
the form of spreadsheets, correspondence, or simple text documents. A full fiber management
system may be a necessary long-term investment, but the City cannot evaluate its needs until it
understands what it already has available. An audit of existing documentation will enable to City
to identify gaps in its fiber strand management—and if any documentation already exists, this
can be used to develop an initial fiber map, which can then be built onto as the City expands its
network.

We encourage the City to maintain detailed records of all its fiber strands and their locations. The
importance of keeping meticulous records does not cease once the network is fully constructed.
On the contrary, it is critically important for all ongoing and additional connections made on the
network to be documented. Updates should be made to “as-built” and strand management
documentation in real time to avoid making mistakes later, misremembering strand allocations,
or simply forgetting important items altogether.

Documenting the network’s fibers and strand usage is crucial, and making sure that City staff has
unrestricted access to its strand management tools is equally important. Even if the City works
with an outside firm to manage this process, we believe that it is a worthwhile investment to
appoint a staff person who will become knowledgeable about and maintain documentation
regarding the location of strands on the City’s network. Further, using an intuitive and
straightforward system and/or software is also key; this will help guard against such critical
knowledge being inaccessible to future iterations of City staff and leadership.

12 Brodkin, Jon, "Charter, like AT&T, sues Louisville to stall Google Fiber," ArsTechnica, last modified October 5,
2016, accessed January 5, 2017, http://arstechnica.com/tech-policy/2016/10/charter-like-att-sues-louisville-to-
stall-google-fiber/.

13 Fingas, Jon, “Comcast sues Nashville over law that helps Google Fiber,” Engadget, last modified October 26,
2016, accessed January 5, 2017, https://www.engadget.com/2016/10/26/comcast-sues-nashville-over-google-

fiber-law/.
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Another key aspect of taking care of its infrastructure is to ensure that the City has access to an
on-call fiber maintenance contractor that can perform network repairs on an emergency basis.
This contractor should be empowered and required to access the City’s fiber management
system—even if it is simply a shared spreadsheet—to record any network changes as close to
real time as possible. The City will benefit tremendously from taking an inventory of its records
and ensuring that anyone involved with the network going forward is accountable for this as well.

As we note in Section 7.4.3, the City can choose to hire new staff, engage existing staff, or
contract out for various responsibilities related to managing the network. Generally, the degree
to which a locality elects to maintain certain responsibilities internally or contract them out is
specific to the unique needs of the locality. That is, each locality has its own structure, hierarchy,
and collection of staff with various skill sets, and only the locality can determine which functions
it may be capable of managing internally versus which responsibilities are best delegated to
highly skilled contracted vendors. However, although the City may end up contracting out most
responsibilities, we encourage keeping documentation creation and management as an internal
function for either existing or new City staff. While there are many competent firms that can
perform GIS and other network documentation functions for the City, we believe that because
the City has a vested interest in the documentation’s integrity, fiber documentation and records
management is best performed internally.

1.7.1.3 Construct 0.3 Miles of Fiber To Connect To Internet Point of Presence

We recommend the City construct fiber to the Internet POP at 25070 O’Neil Avenue. This requires
approximately 0.3 miles of fiber construction at a cost of approximately $60,000. Establishing a
presence at the Internet POP allows dark fiber customers to access the services offered at the
POP. Services could include hosting servers and network electronics in a datacenter
environment, accessing multiple ISPs at rates lower than can be achieved at the customer’s
premises, and direct access to applications providers that may reside at the POP (such as voice
over Internet protocol, or VolP, services providers).

With the connection to the Internet POP, ISPs may be interested in procuring dark fiber from the
City to serve businesses in the Industrial Corridor or along the fiber routes. The dark fiber services
may also be used by wireless ISPs to provide connectivity to telecommunications towers and
distributed antenna systems to provide backhaul for wireless service. Expanded wireless service
may be a way to meet some of the network services needs for businesses in the Industrial
Corridor.

1.7.1.4 Deploy FTTP In a Concentrated Area in the Industrial Corridor
The City may want to deploy dark fiber to select areas of the Industrial Corridor. The City should
select a targeted area for deployment where it can reach the maximum number of customers
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with the least amount of fiber construction. The City should take into consideration the following
factors when choosing such an area:

e Density of businesses along specific routes;

e Types of businesses within the area (i.e. technology firms typically require more
network services than manufacturers);

e Feedback from businesses in the area on their existing needs;

e Presence of multi-tenant office buildings; and

e Feasibility of fiber construction (i.e. minimal railway and interstate crossings, minimal
environmental impact, and presence of existing conduit and fiber).

Once the City has selected a target area, the FTTP network should be constructed to support a
full FTTP deployment in the future, which may require additional conduit and larger handholes
than currently necessary. To complete an FTTP network that will serve approximately 15 percent
of businesses, we estimate a cost of approximately $2.3 million.

Note that because our projection in Section 1.6.1 shows that it would cost approximately $5.4
million to deploy FTTP to the entire Industrial Corridor, the projected cost to serve only 15
percent of businesses may seem high. However, whether the City deploys FTTP to 15 percent or
100 percent of businesses in the Industrial Corridor, the backbone must be built out and fiber
routed to an aggregation point to support network core development.

Itis also important to note that this targeted FTTP network will require the City to establish many
of the policies and procedures required to support a larger scale FTTP deployment. This approach
can help the City capture the cost to build and operate the network, and helps project the
potential cost to expand the network to the full Industrial Corridor and other areas.

1.7.1.5 Initiate a Procurement Process to
Communicate the City’s Plans to the Private
Sector

If the City pursues a dark fiber or a wholesale service model,

Our analysis indicates
that it would cost
approximately  $2.3

it may be prudent to issue a request for information (RFI) or

request for proposal (RFP) to signal to the private sector that million  to  serve

the City is willing to invest in infrastructure and is seeking a approximately 15

partner. The process can also provide feedback on price point percent of businesses

a potential partner might consider (see Section 7.4). in the  Industrial
Corridor.

An RFI process allows the City to cast a wide net and ask the

private sector for input on potential business models and partnership configurations. An RFP is

not as broad as an RFl, but allows the City to set the parameters of the business model it hopes

to pursue in a partnership, and define specific requirements it will have of its partner(s). If the
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City can identify its preferred business model and can develop a framework of what it hopes to
accomplish through a partnership, the terms defined in an RFP and a potential partner’s response
can serve as the foundation for an eventual partnership contract.

If the City opts to pursue a dark fiber model, the procurement process can describe the type of
investment the City is seeking from a private provider, the exact service area the City’s dark fiber
deployment will target, and thoroughly describe the City’s vision. This can lay out very clearly the
City’s expectations of a partner, and enable potential partners to evaluate the feasibility of
partnering with the City.

For a wholesale service model approach, the City may want to start with a brief questionnaire
aimed at known ISPs in the region before it moves forward with a full procurement process. This
may identify providers that would be willing to purchase wholesale service from the City, and
give the City a sense of what type of potential revenue it may be able to expect from a
partnership.

1.7.1.6 Offer Dark Fiber Strands for Lease to Select High-End Customers

One of our key recommendations is that the City continue to expand its fiber and conduit network
as planned, specifically through the Industrial Corridor. The expanded fiber and conduit system
will allow the City to begin offering dark fiber services to high-end customers. As customers
purchase dark fiber services, the City will construct additional fiber and conduit to the
customers—thus expanding the footprint of the existing network.

Dark fiber services include the City offering fiber optic strands between locations without active
electronics. The customer would be responsible for the electronics to activate, or “light,” the
fiber. In this scenario, the City would only be responsible for maintaining and repairing the fiber.
This approach minimizes the City staffing required, as the City would be responsible only for the
network electronics for the City network. Fiber maintenance and repair can be contracted to a
third party, and most of the costs associated with maintaining and repairing the fiber would
already be required to run the City’s network.

1.8 Expanding FTTP to Residential Customers Adds Considerable Cost

The City aims to eventually consider deploying residential FTTP in addition to serving the
Industrial Corridor, and potentially other business customer locations in Hayward. Considering
this desire to serve residential users, it is important to understand the potential costs associated
with FTTP deployment, and particularly with providing retail service to residential users.

We conducted a high-level analysis of the cost per passing in various states in the U.S., including
California, Colorado, Indiana, Kentucky, Michigan, Washington, and Wisconsin. The “per passing
cost” is the approximate cost to pass a premises with fiber optics. This cost does not include the
cost of the drop cable or the CPEs; it is simply the cost to run fiber in front of a location. Our
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analysis showed an average per-passing cost of just under $1,400, based on the per-passing costs
in the several communities we evaluated.

It is important to note the per-passing costs ranged from $1,100 to over $1,600; as such, we
encourage localities to use caution when examining costs estimates from other communities. It
is important to note the per-passing costs ranged from $1,100 to over $1,600; as such, we
encourage localities to use caution when examining cost estimates from other communities.
Using this cost range and assuming there are 46,000 residential passings in Hayward results in a
fiber per-passing cost estimate of $50.6 million to $73.6 million. Actual costs will depend on
housing densities, construction types, traffic control requirements, make-ready, and other
factors.

Still, even with this caveat, the City can begin to understand through other communities’
experience the kinds of costs it may incur in an FTTP deployment that includes residential
customers. Figure 2, below, shows the range of costs that we considered from various markets
throughout the U.S. Note that these examples point to a scenario that considers only the FTTP
outside plant (OSP), or the fiber and conduit associated with the network. These costs do not
consider the cost of network electronics necessary to “light” the network. Additionally, these do
not include the cost for installing the customer drop cable, which is the fiber extension that
connects a customer’s premises to the fiber network.

18



Fiber Optic Master Plan | January 2017

Figure 2: Comparison of Per-Passing Costs in Various U.S. Markets

Comparison of Per-Passing Costs In Various U.S. Markets
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2 Broadband Needs and Trends

The need for high-speed broadband is increasingly evident as consumers become more educated
on the merits of ultra-fast connectivity. Businesses of all sizes in every industry are finding that
their ability to compete successfully depends more than ever on their access to a broadband
connection. From manufacturing organizations that rely on high-speed connectivity for
automation,'* to small business owners that need broadband to complete customer transactions
and provide WiFi to patrons, businesses’ demand is steadily growing.

Further, the workforce is becoming increasingly mobile, and businesses that wish to effectively
compete must be aware and accommodating of this reality. Cloud computing and reliable
wireless broadband services are two potential areas of significant need for business customers,
and examples of accommodating a mobile workforce. Having employees who are mobile and can
work from anywhere potentially reduces overhead costs and enables companies to be nimble.
As reliable wireless service becomes an integral component of effectively doing business,
companies find this is an area where they need significant improvement in dependable
connectivity.

Cloud computing—which refers to information technology services, such as software, virtualized
computing environments, and storage, available “in the cloud” over a user’s Internet
connection—is also changing the way businesses operate. The business drivers behind cloud
computing are ease of use and, in theory, lower operating costs. For example, business owners
understand that adding a new employee to their growing business requires ample resources. This
includes purchasing a computer, installing necessary software, and ongoing software license
management. Also, local server and application administration requires either dedicated staff or
contracted support.

As an alternative, cloud services eliminate the need to maintain local server infrastructure and
software, and instead allow the user to log into a subscription-based cloud service through a web-
browser or software client. The cloud is essentially a shift of workload from local computers in
the network to servers managed by a provider that make up the cloud. This, in turn, decreases
the end user’s administrative burden for information technology (IT) services.

Even where businesses’ needs may be mostly met, many communities have areas that lack
reasonably priced, high-speed options for residential customers. Because of this, a pervasive
challenge that impacts local businesses is the area's ability to attract and recruit top professional
talent. The availability of broadband service varies widely throughout the U.S., and the small- to

14 Chopra, Aneesh, “Insourcing American Jobs: The Importance of “Smart” Manufacturing, Broadband, and IT,” The
White House, last modified January 14, 2012, accessed September 15, 2016,
https://www.whitehouse.gov/blog/2012/01/14/insourcing-american-jobs-importance-smart-manufacturing-
broadband-and-it.
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medium-size business market tends to lack a range of options to meet these users’ needs. Cable
and digital subscriber line (DSL) service is typically available to businesses, and options for higher-
end services like Metro Ethernet are often available in urban areas. But many communities lack
a mid-level service that offers more capacity and reliability than residential-grade cable or DSL,
but is less costly than Metro Ethernet and similar dedicated services targeted at large
organizations.

This gap represents a market niche that we believe the City may be able to fill by deploying FTTP
that can support fiber-based business connectivity. Even if the City does not directly offer
services, it can fill broadband availability gaps by enabling one or more private providers to offer
services over a robust fiber optic network.

2.1 The City Is Served Similarly to Other Markets, but There Are Still Gaps in
Service

Many of the City’s services—especially the lowest-priced offerings—provide download speeds
far below the Federal Communications Commission (FCC)’s updated definition of broadband of
at least 25 Mbps download speed.® Further, these tiers may even be “up to,” services, which
means that the actual speed a customer experiences is less than the advertised amount. For
example, if a customer subscribes to an “up to” 5 Mbps service, they may experience speeds as
low as 1 Mbps or even less. Given the FCC's updated definition, these services cannot technically
be classified as broadband.

In some cases, the available service tiers that would meet the minimum definition of broadband
are priced much higher than many of the City’s consumers may be able to afford. Unfortunately,
this is not unique to the City. On the contrary, our analysis shows that the available speed tiers
and price points in the City are comparable to other markets throughout the U.S. In fact, some
of the City’s existing available service offerings are priced lower for higher service tiers than in
other markets. Further, some businesses in the Industrial Corridor are limited to only DSL service.

As the City considers how to pursue a fiber deployment, it may want to focus on gaps in
affordable mid-range service offerings. Some subscribers may opt to purchase low-tier service
because it meets their needs, but the current market does not adequately meet the needs of
subscribers that desire affordable mid-range service. This often applies to small- and medium-
sized businesses that have limited funds to allocate to telecommunications spending, but that
require fast, reliable service to conduct their day-to-day business.

1542015 Broadband Progress Report,” Federal Communications Commission, last modified February 4, 2015,
accessed September 1, 2016, https://www.fcc.gov/reports-research/reports/broadband-progress-reports/2015-
broadband-progress-report.
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These users, and potentially others, likely desire more robust and affordable service, as well as
better upload speeds. The upload speeds available in the City today are either minimal (as low as
1.5 Mbps in some cases), or are priced very high (5249.95 per month for 20 Mbps upload for
Comcast’s small business service). Though upload speeds may not be as important in some
markets, the need for improved upload speeds in a city like Hayward is especially prominent,
given its location and large business sector.

If the City can directly or in a partnership focus on filling the gap for mid-range services, it may
find that this eases the process of introducing a new broadband offering into the market.
Competing directly with existing providers to offer roughly the same service that is available
today will not set the City or its partner(s) apart in any way. Our analysis shows that the City and
the other markets we evaluated seem “well-served,” in that there are several providers offering
service in the existing market. However, a new offering that is sensitive to availability and supply
challenges can address service gaps.
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3 Needs Assessment

The City has a range of broadband user groups and stakeholders, and is especially interested in
understanding local businesses’ connectivity needs. An important part of understanding the
potential success of a municipal FTTP deployment is to determine the perceived need for better
connectivity options within the community, and willingness to switch to a different service.

To assist in understanding the demand for fiber connectivity and related services, CTC conducted
an online survey of Hayward businesses on behalf of the City. Additionally, we compared
available services in Hayward to those in select communities, particularly those that identify as
“Gigabit Cities.” The analysis in this section helps illustrate with broad strokes the potential desire
for fiber-based connectivity in the City.

3.1 Business Survey Results

The business survey was designed to collect a range of data to understand current use of Internet
and data services, satisfaction with current service providers, and interest in higher-speed Internet
and data service offerings. While the survey should not be considered a truly representative
sample of all Hayward businesses, it offers some insight into a potential customer base and
market in the City, and provides the City with a starting point to understand the service attributes
where it may need to focus its efforts.

In general, the survey shows that:

e Most of the respondents represent small- to medium-size businesses;

e Most respondents are not significantly unhappy with most attributes of their current
service;

e More than 40 percent of respondents believe the City should have some role in enhancing
broadband connectivity options for businesses in Hayward; and

e Approximately 75 percent of respondents would be very or somewhat willing to switch
to a 1 Gbps service for $75 per month, and the willingness steadily drops as the service
prices increases.

The full survey results are described in Appendix G: Online Business Survey Results, attached to
this Report.

3.2 Comparison of Services in Hayward to Gigabit Communities
As is typical of most cities of similar size in the U.S., the City of Hayward has more than a dozen
carriers offering residential, small business, enterprise-grade, and carrier services.

We identified 13 service providers in the Hayward area that offer fiber-based enterprise services,
from dark fiber connectivity to data transport services, with speeds that range from 1 Megabits
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per second (Mbps) to 100 Gigabits per second (Gbps). The carriers that provide enterprise-grade
lit services in the Hayward area are:

e Access One

o AT&T

e Comcast

e EarthLink

e |ntegra

e Level3

e Line Systems
e MegaPath

e Sonic

e TelePacific

e Windstream

e XO Communications
e Zayo

Four service providers in the City have dark fiber availability:

e |ntegra

e Llevel3

e Line Systems
e Zayo

With respect to the availability and pricing of enterprise-grade services, we have seen that the
offerings in Hayward are on par with services in regions of similar size and urbanity. The City has
a good mix of facilities-based and non-facilities-based providers, with all the major carriers having
an established presence in the City. Prices for services are dependent on bandwidth, location,
and network configuration; whether the service is protected or unprotected; whether the service
is managed; and whether the customer has a service-level agreement (SLA).'® The pricing for
enterprise grade services have continued to drop over the last several years across the country
and we expect that trend to continue in Hayward.

Residential and small business customers in the Hayward area have access to a range of services,
though individual service options are dependent on location. The main ISPs in Hayward are AT&T,
Comcast, and Sonic. Of these providers, Comcast offers fiber-based internet services up to 2
Gbps. There are also wireless ISPs (WISPs), such as Etheric Networks and Cruzio, and satellite-
based services available in the City.

16 An agreement between a provider and a customer that outlines certain parameters about the service an end
user can expect; for example, an SLA may indicate that, in the event of an outage, the provider has a limited
amount of time to restore service.
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The key difference that we see between the residential and small business services in the City in
comparison to other communities that have municipal broadband or fiber-to-the-home (FTTH)
by a provider like Google Fiber is the ubiquity of service. Though Comcast offers gigabit services
in Hayward, the availability of the service would vary based on location and most likely only if
there was a strong business case to warrant an expansion of service to a particular location.

With regard to pricing, we have seen communities with a municipality backed service offering
price gigabit services from $50 (in Longmont, Colorado), to $100 (in Westminster, Maryland) per
month, with low installation costs.!” Google Fiber offers its residential 1 Gbps services at $70 per
month with waived installation costs with a 1-year contract (typically $100).'8 In comparison, the
service provided by Comcast in Hayward is for the 2 Gbps speed at $299.95 per month and
requires a two-year contract, plus $1,000 in upfront installation and activation fees.

We have provided an assessment of the broadband service available in the City in Appendix B.

7 In such cases, the municipality has made a substantial capital and/or operating investment in the network, which
potentially enables lower service prices than scenarios of purely private investment.
18 https://fiber.google.com/cities/kansascity/plans/, accessed June 2016
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4 Operational and Business Model Options

There are several business models that the City can consider for its fiber deployment. Overall, we
believe that the City’s key focus should be to deploy fiber in at least select areas of the
community, such as the Industrial Corridor. We believe that the City is most likely to be successful
if it focuses on infrastructure, and works to lower barriers to market entry for the private sector.
By doing this, the City can encourage competition and increase the range of service options
available to consumers, but it does not have to take the enormous risk of becoming a service
provider and competing with established providers.

The dark fiber model will have the least risk for the City because it does not entail operational
unknowns like a retail service model. Managing agreements with and providing service to end
users is generally expensive and unpredictable, and—unlike the dark fiber model—is not an
approach for which the City is already at least partially equipped. Even a wholesale service model
carries more risk than a dark fiber model because there are additional costs and uncertainties
associated with maintaining network electronics.

A dark fiber model is essentially a public works model, in that fiber is simply infrastructure, which
the City is already accustomed to managing. This approach allows the City to play to its strengths,
and carefully navigate around its potential vulnerabilities (e.g., not having the expertise to
successfully market retail service).

If the City determines that a dark fiber model does not appropriately achieve its goals in the short
term, it can opt to pursue a retail service model, where the City becomes the provider and offers
services directly to end users. This model carries greater risk for the City because of the
marketing, advertising, competition, and customer service components. While it is challenging
for a municipality to become a retail service provider, it is not impossible, and the City can choose
this path. We recommend this model only if the City finds that it is for some reason unable to
pursue a dark fiber model, or if it is unable to attract a partner to offer services over a City-owned
network.

A wholesale service offering is a “middle ground” between a dark fiber approach and the City
becoming a retail service provider. In a wholesale service offering, the City would deploy the FTTP
network, and would add network electronics to “light” the fiber. It would then offer “lit services”
over the network to one or more ISPs. This model is attractive in that it potentially enables
numerous ISPs to offer services. In a dark fiber model, on the other hand, one provider may
control the strands to a location and may or may not offer lit services to a competing provider.
The wholesale service offering could potentially help the City achieve open access goals it may
have.
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4.1.1 Staffing Considerations for Various Business Models

Each of the potential business models we outlined in Section 1.5 requires some additional
staffing. Consistent with our assertion that the dark fiber model entails the least risk for the City,
this model requires the lowest investment in additional staff. Similarly, the retail service model
requires the greatest investment in additional staff, while the wholesale service model is
between these.

For a dark fiber model, we anticipate that the City will likely need to add 1.5 full time employees
(FTEs) in year one, and 2.75 FTEs in year two and beyond. This model requires primarily fiber
infrastructure and management staff, with some minimal sales requirements. The “marketing”
necessary for this model is restricted to working directly with providers to encourage them to
lease access to the City’s dark fiber network.

Table 3: Staffing for Dark Fiber Business Model

New Employees Year 1 Year 2 Year 3 Year 4 Year 5+
Business Manager 0.50 0.50 0.50 0.50 0.50
GIS 0.50 1.00 1.00 1.00 1.00
Communications - Sales 0.25 0.25 0.25 0.25 0.25
Customer Service
Representative - - - - -
Service Technicians/Installers &

IT Support - - - - -
Fiber Plant O&M Technicians 0.25 1.00 1.00 1.00 1.00
Total New Staff 1.5 2.75 2.75 2.75 2.75

Projections for necessary staff increase slightly for a wholesale service model. We anticipate that
the City will need to increase staffing by approximately 2.5 FTEs for this model in year one; 4.25
FTEs in years two and three; and 5.25 FTEs in year four and beyond. Because this model requires
the City to “light” the fiber by adding network electronics, IT support staff and additional GIS
support is added in this model. The sales requirements for this model will be similar to a dark
fiber model: convince private providers to purchase services on the City’s network, though in this
case providers will purchase “lit” services from the City.
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Table 4: Staffing for Wholesale Service Model

New Employees Year 1 Year 2 Year 3 Year 4 Year 5+

Business Manager 0.50 1.00 1.00 1.00 1.00
GIS 0.50 1.00 1.00 1.00 1.00
Communications - Sales 0.25 0.25 0.25 0.25 0.25
Customer Service Representative - - - - -
Service Technicians/Installers & IT

Support 1.00 1.00 1.00 2.00 2.00
Fiber Plant O&M Technicians 0.25 1.00 1.00 1.00 1.00
Total New Staff 2.5 4.25 4.25 5.25 5.25

For the retail service model, these numbers increase again because of the addition of a customer
service representative. This function is necessary in a retail model, whereas in other models the
City will not directly manage or interact with end users. The retail model anticipates a total of

4.75 FTEs in year one, 8 FTEs in years two and three, and 9 FTEs in year four and beyond.

Table 5: Staffing for Retail Service Model

New Employees Year 1 Year 2 Year 3 Year 4 Year 5+

Business Manager 0.50 1.00 1.00 1.00 1.00
GIS 0.50 1.00 1.00 1.00 1.00
Communications - Sales 0.50 2.00 2.00 2.00 2.00
Customer Service Representative 2.00 2.00 2.00 2.00 2.00
Service Technicians/Installers & IT

Support 1.00 1.00 1.00 2.00 2.00
Fiber Plant O&M Technicians 0.25 1.00 1.00 1.00 1.00
Total New Staff 4.75 8 8 9 9

4.2 Fiber Management Requirements

One of the most important steps the City can take is to ensure that it is carefully managing its
assets, including conduit and fiber. Whether the City opts to become a retail service provider or
simply provide access to its dark fiber network, fiber strand management on the front end can
have enormous benefits over the life of the fiber network, and can save potential confusion and
cost in the long run.

Even—or, perhaps, especially—if the City contracts out the construction of fiber network, we
encourage the City to maintain detailed records of all its fiber strands and their locations. This
process is extremely important during the construction phase of the network, and is easiest to
carry out during this phase. As construction is underway to build or expand fiber, the City can
allocate a staff member or work with a firm to keep track of its fiber usage, which will lay the
foundation for ensuring the network’s long-term usability and growth.

However, the importance of keeping meticulous records does not cease once the network is fully
constructed. On the contrary, it is critically important for all ongoing and additional connections
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made on the network to be documented. Updates should be made to “as-built” and strand
management documentation in real time to avoid making mistakes later, misremembering
strand allocations, or simply forgetting important items altogether.

Documenting the network’s fibers and strand usage is crucial, and making sure that City staff has
unrestricted access to its strand management tools is equally important. Even if the City works
with an outside firm to manage this process, we believe that it is a worthwhile investment to
appoint at least one staff person who will become knowledgeable about the location of strands
on the City’s network. Further, using an intuitive and straightforward system and/or software is
also key; this will help guard against such critical knowledge being inaccessible to future iterations
of City staff and leadership.

4.3 Dig Once Considerations

We recommend that in the coming months, the City consider modifying its ROW ordinance to
provide the City with the option of obtaining conduit on routes where utilities are performing
excavation. This type of “Dig Once” policy would require any excavation plans fitting specified
criteria to include municipal use conduit or fiber, unless the City opts out of the excavation
project. This would require the installation of City communications infrastructure in excavation
projects where the City determines that it is both financially feasible and consistent with the
municipality’s long-term goals to develop the communications infrastructure.

Such a policy can reduce the cost of the conduit to the City by 25 percent to 75 percent relative
to the cost of a standalone construction project if it installs or has conduit installed in
coordination with other excavation. A Dig Once approach can also reduce the impact on ROW
and inconvenience to the public.

4.3.1 The Case for Dig Once Policies

The construction of fiber optic communications cables is a costly, complex, and time-consuming
process. The high cost of construction is a barrier to entry for potential broadband
communications providers. In addition, available space is diminishing in the public ROW.
Moreover, cutting roads and sidewalks substantially reduces the lifetime and performance of
those surfaces.
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Accordingly, encouraging or requiring simultaneous construction and co-location of facilities
in the public ROW will reduce the long-term cost of building communications facilities. This is
because there are significant economies of scale through:

1. Coordination of construction with road construction and other disruptive activities in
the public ROW.

2. Construction of spare conduit capacity where multiple service providers or entities
may require infrastructure.

The reason that these economies are available is primarily because fiber optic cables and
installation materials alone are relatively inexpensive, often contributing to less than one-quarter
of the total cost of new construction. While material costs typically fall well below $40,000 per
mile (even for large cables containing hundreds of fiber strands), labor, permitting, and
engineering costs commonly drive the total price toward $200,000 per mile if conducted as a
stand-alone project.

Moreover, as the ROW becomes more crowded with communications infrastructure and other
utilities, the cost of new construction can grow rapidly. In general, however, it is in the best
interests of both public and private entities for the public sector to identify construction
collaboration opportunities that share the burden of expensive and duplicative labor-related
costs and efficiently use physical space in the ROW.

If fiber construction is coordinated with a major road or utility project that is already disrupting
the ROW in a rural area, the cost of constructing the fiber, communications conduit, and other
materials can range from $10,000 per mile up. However, if fiber construction is completed as part
of a separate stand-alone project, the cost of constructing fiber and communications conduit can
range from $95,000 to $200,000 per mile and even higher in complex urban environments.

There are numerous methods for constructing fiber optic infrastructure. Underground
construction using protective conduits generally provides the most scalable, flexible, and durable
method for developing long-term communications infrastructure, but is also typically more
expensive than aerial construction methods requiring attachments to utility poles. Underground
construction can be preferable despite the cost because of the limit in the quantity of cables and
attachments that can be placed on existing utility poles in more crowded areas, and because
aerial construction is more exposed and vulnerable to outside conditions.

Banks of conduits constructed simultaneously or large conduits segmented with innerduct,
provide multiple pathways for the installation of multiple fiber optic cables located in close
proximity, with the ability to remove, add, or replace fiber optic cables without disturbing
neighboring cables.
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Conversely, multiple conduits installed at different times must be physically spaced, often by
several feet, to prevent damage to one while installing the next. Once the ROW becomes
crowded, often the choices of construction methods are reduced, leaving only less desirable
methods and more costly locations for construction of additional infrastructure.

Some of the key savings achieved through coordinated construction efforts include:

e Incremental labor and material costs, through reduced crew mobilization expenses and
larger bulk material purchases

e Trenching or boring costs, particularly when coordination enables lower-cost methods
(e.g., trenching as opposed to boring) or allows multiple entities to share a common
trench or bore for their independent purposes

e Traffic control and safety personnel costs, particularly when constructing along roadways
requiring lane closures

e Engineering and survey costs associated with locating existing utilities and specifying the
placement of new facilities

e Engineering and survey costs associated with environmental impact studies and approvals

e Lease fees for access to private easements, such as those owned by electric utilities

e Railroad crossing permit fees and engineering

e Restoration to the ROW or roadway, particularly in conjunction with roadway
improvements

e Bridge crossing permit fees and engineering

4.3.2 Coordinating Conduit Construction with Other Utility Projects Reduces Costs
Where other types of construction are occurring within or along the ROW, such as road
construction or resurfacing, roadway widening, sidewalk repairs, bridge construction, and water
or gas main installation, there is an opportunity to place telecommunications infrastructure at an
overall reduced cost and with reduced disruption to public ROW.

4.3.3 Standard Specification

The challenge in developing a standard specification for a Dig Once project is to incorporate the
requirements of known and unknown users, and to provide sufficient capacity and capability
without excessive costs.

We considered the following factors in developing a conduit specification:

1. Capacity—sufficient conduit needs to be installed, and that conduit needs to have
sufficient internal diameter, to accommodate future users’ cables and to be segmented
to enable conduit to be shared or cables added at a future date
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2. Segmentation—users need to have the appropriate level of separation from each other
for commercial, security, or operational reasons

3. Access—vaults and handholes need to be placed to provide access to conduit and the
ability to pull fiber. Vaults need to be spaced to minimize the cost of extending conduit to
buildings and other facilities that may be served by fiber

4. Costs—materials beyond those that are likely to be needed will add cost, as will the
incremental labor to construct them. Beyond a certain point, trenches need to be
widened or deepened to accommodate conduit

5. Robustness—the materials, construction standards, and placement need to reasonably
protect the users’ fiber, and not unduly complicate maintenance and repairs

6. Architecture—sweeps, bend radius, and vault sizes need to be appropriate for all
potential sizes of fiber

We recommend further discussions with private carriers to better develop a specification. It may
be appropriate to have a different specification for different projects. Based on our knowledge
of similar efforts in other cities, and our analysis, we believe the following standardized approach
is suitable for major corridors and can be modified as discussions continue with excavators in the
rights-of-way:

e Four two-inch conduit, minimum SDR 11 High-density polyethylene (HDPE), each of a
separate color or unique striping to simplify identification of conduits within vaults and
between vaults, in the event conduit must be accessed or repaired at intermediate
points. Conduit count can be reduced if the Industrial Corridor is assessed not to justify
the capacity.

e Composite anti-theft vaults having dimensions of 30” x 48” x 36” (W x L x D), placed in the
sidewalk or available green space within the city or municipality ROW, as close to the curb
or gutter as possible.

e Vaults spaced at intervals of 600 feet or less, typically at the intersection of a city or
municipality block.

e Sweeping conduit bends with a minimum radius of 36 inches to allow cable to be pulled
without exceeding pull-tension thresholds when placing high-count fiber cables (e.g., 864-
count).

e Conduit placed in the same trench directly above the excavator’s infrastructure or, where
this is not possible, placed with minimum horizontal offset, to minimize cost.

It is important to note that the proposed approach is designed to create consistency and
predictability in costs and deployment and is a necessary compromise among the potential users.
If an excavation project has a long-time horizon and sufficient budget, it is possible to customize
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the Dig Once build, potentially adding conduit or adding vaults at particular locations. This plan
provides a baseline approach.

The approach is a compromise among different types of users of conduit constructed under dig
once. Some users might prefer larger conduit for consistency with earlier builds. Others sought a
larger count of smaller conduit, to provide more flexibility and the capability for more providers
to participate with smaller cable counts.

Two-inch conduit has become a standard size for a wide range of construction projects, and can
support the widest range of use cases. A single two-inch conduit can accommodate a range of
multi-cable configurations, while retaining recommended fill ratios, allowing a single user to
serve its backbone and “lateral”/access cable requirements with a single, dedicated conduit. A
few example cable configurations supported by a single two-inch conduit, which are not
supported by smaller conduit, include:

e Two medium backbone cables (e.g., 144-strand to 288-strand cables) and one smaller
“feeder” cable (e.g., 24-strand cable);

e Large backbone cable (e.g., 864-strand) and two or more smaller feeder cables; or

e Three medium backbone cables.

Compared to placing fewer, larger conduits segmented with innerduct, this approach provides
greater opportunity for individual conduit to be intercepted and routed for future vault
installation by a particular user. Additionally, two-inch conduit is substantially cheaper to install
and physically more flexible than larger varieties, offering more options to route around existing
utilities and other obstructions. Placing four conduit will provide a standard allotment of one or
two conduit for State or municipality use and provide capacity for other use and for spares.

We recommend SDR 11 HDPE in all cases except where conduit is exposed to the elements (for
example, as a riser to building entry), or under extreme levels of pressure (such as under a train
or trolley track). SDR 11 HDPE designs will generally support standard highway and railway loads
with less than 1 percent deflection when buried with two feet of cover.
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5 Proposed Fiber Design

5.1 Construction Methodology

Our analysis assumes underground construction will consist primarily of horizontal, directional
drilling to minimize ROW impact and to provide greater flexibility to navigate around other
utilities. There are a variety of methods for underground construction, including plowing,
trenching, directional boring, and microtrenching.

Plowing is generally the cheapest construction method, and is performed in unpaved areas where
little subsurface rock is present, and the fiber route maintains a straight path (e.g., along a
highway). The plowing machine pushes away dirt, inserts conduit and covers the conduit with
the backfill.

Trenching is similar to plowing in that a narrow hole is dug and conduit is laid and the bottom of
the trench, and is then covered with backfill. Unlike plowing, trenching can be performed in most
situations but may not be cost-effective when expensive restoration is required to return the
streets or rights-of-way to their original (i.e., pre-installation) condition.

Directional Boring is a process in which conduit is placed by drilling horizontally underground
without disturbing the surface. The boring machine pushes a long drill that displaces the dirt
underground so that a conduit can be installed. The direction and depth of the directional bore
can be altered to navigate around other existing utilities. Directional boring is ideal in situations
where trenching is not feasible, such as stream and railroad crossings.

Microtrenching uses a specialized saw blade to cut a small trench about a foot deep into the road
or sidewalk subsurface. Very tiny conduit is inserted and covered with backfill, and the cut or
“microtrench” is then sealed. Specialized fiber is then blown through the conduit system.
Microtrenching is best suited for areas where the cost to perform surface restoration is high and
roadway construction is not anticipated.

Underground construction costs are subject to uncertainty related to utilities congestion in the
public rights-of-way, and the prevalence of subsurface hard rock—neither of which can be fully
mitigated without physical excavation and/or testing. Surface restoration requirements can also
greatly impact the cost of underground construction. For, example unpaved land is far less
expensive to restore than cobblestone streets.

This analysis estimated costs for underground infrastructure placement using available unit-cost
data for materials and estimates on the labor costs for placing, pulling, and boring fiber based on
construction in comparable markets.
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5.2 Overview of Existing Assets

We compiled an inventory of Hayward’s current and planned broadband assets, data, and related
information. During the process, the City provided documentation of its fiber and conduit. At the
City’s request, we focused on how the City’s assets could be leveraged for future plans, relying
on existing documentation rather than performing new surveys and condition assessments. To
complete our assessment, we requested several pieces of GIS data from the City, including:

1. Political boundaries

2. Hydro layers (rivers, wetlands, etc.)
3. Rights-of-way/property Lines
4. Street centerlines

5. Street polygons

6. Sidewalk/parking lot polygons
7. Address points

8. Building polygons

9. City facilities

10. Parks and green spaces

11. Existing conduit and fiber

12. Existing assets

13. Huts

14. Water towers

15. Special development areas
16. Any other utility information

We discussed with the City any known plans for constructing fiber and conduit in the future,
including:

1. Planned public works projects
2. Current and planned construction by private contractors, utilities, and others

We note that this type of investigation aligns with our longstanding guidance to municipal
clients to take advantage of public or private sector construction that creates an opportunity to
install City-owned conduit or fiber.

5.2.1 City Conduit and Fiber

Based on the City’s GIS data, the City constructed and operates 14.1 miles of fiber and 13.6 miles
of conduit. Approximately nine miles of the infrastructure is a U-shaped core fiber path made up
of 60-strand cables, which run along Hesperian Boulevard, Mission Boulevard, and Winton
Avenue. In addition, a 48-count cable extends north of Winton Avenue on Hesperian Boulevard,
and 24-strand cables extend along Harder Road from Mission Boulevard to Tarman. 24-strand
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cables extend the Winton Avenue fiber west of Hesperian Boulevard and down Clawiter Road.
There is fiber on Enterprise Avenue from Clawiter Road to a water treatment plant. The City also
expects to install fiber as part of a project related to California State Route 238, south of Industrial
and north of A Street, along Mission Boulevard.

The City’s conduit follows much of the same path, including lateral extensions into City Hall, Fire
Stations 1 and 4, Hayward Executive Airport, and the Water Pollution Control Facility. Based on
conversations with City engineers, most of the existing conduit is 2 inches in diameter with
notable exceptions of the conduit along Hesperian Boulevard between Panama Street and
Industrial Boulevard, which is 1.5 inches in diameter, and the newer conduit along Mission
Boulevard, which is 2.5 inches in diameter.

Vaults, or pull boxes, are generally located every 500 to 600 feet along the fiber path. City
engineers indicated that, with some exceptions, pull boxes along Hesperian Boulevard, Harder
Road, Clawiter Road, and Mission Boulevard are generally in good condition. Pull boxes along
Winton Avenue require some repair work, and fiber along Hesperian Boulevard from Fire Station
4 to Winton Avenue should be further evaluated. Most of the conduit only contains one cable,
which means there is room for future additions. City staff reports that the fiber is primarily used
for traffic and fire station communications.

Based on our discussions with the City, there is not innerduct or pull cables in this conduit.
Standards for fiber and conduit construction have largely been determined by individual
contractors hired by the City. It is our understanding that the City is developing a construction
standard for future projects.

An additional 27 miles of planned fiber and conduit construction will expand the City’s fiber
backbone and allow for future expansion in new areas, including multiple paths through the City’s
Industrial Corridor. In addition to expanding the reach of the City’s core loop, the additional fiber
will create several loop structures that will allow for redundant connections over diverse physical
paths. The proposed fiber also includes connections to Fire Station 3, Weekes Branch Library, and
the Hayward Area Recreation & Park District office as well as a loop through the California State
University (CSU) East Bay campus. The new fiber would also pass several other community
institutions, including schools, parks, and hospitals. The existing conduit and fiber routes are
shown alongside proposed future routes in Figure 3 and Figure 4.
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Figure 3: Existing and Proposed City-Constructed Infrastructure
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Figure 4: Existing and Proposed City-Constructed Fiber by Strand Count
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During our review of the City’s records, City staff reported that the City does not currently
maintain records of fiber assignment, fiber use, and splice matrices, and that available GIS data
does not necessarily include all the City’s assets. We recommend that, going forward, the City
include fiber assignment and splice matrices in its documentation efforts as this will aid in
troubleshooting, future construction, and allocation of fiber strands.

5.3 Leverage Existing Assets

The existing conduit and fiber assets provide a starting point from which the City can expand. The
proposed fiber builds will increase the resiliency of the network and allow the City to reach new
key areas and institutions such as the Industrial Corridor. The existing strand counts, however,
may not be sufficient for future needs.

If the City desires to significantly expand its fiber service, it should examine its current and future
fiber needs and use strand counts that accommodate those needs plus those of potential
external fiber users in new construction. Where higher strand counts are not available, new
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cables can be pulled into the existing conduit if sufficient space is available. Where space is not
available, new cables can replace the smaller cable to provide enhanced fiber counts along
routes.

Future public works projects should also be leveraged to expand the City’s conduit and fiber
network. Projects such as utility replacements, road widenings, and other major capital
improvements may provide the opportunity to install conduit and fiber optics without the need
for surface restoration. A coordinated Dig Once ordinance, which typically requires the
installation of City-owned communications infrastructure in excavation projects where the City
has determined that it is both financially feasible and consistent with the City’s long-term goals,
is recommended to leverage these types of public and private excavation projects.

There may also be opportunities for the City to engage further with private partners to serve the
Industrial Corridor. The City could, for example, provide transport for service providers that need
to reach existing and potential customers as well as strategic peering points such as Internet POPs
or data centers in another part of the City. The City may offer conduit to reduce construction
costs to the Industrial Corridor—however, as we noted above, we do not recommend this
approach.

We have identified three potential connection points within the City:

1. 25070 O’Neil Avenue
2. 21350 Cabot Boulevard®®
3. 1880 Depot Road

The O’Neil Avenue location is an Internet POP where the City may be able to interconnect with
other national and regional networks including Zayo. This POP is close to Route 238 where the
City is planning to construct new fiber. The City may be able to arrange for connectivity at this
site and include it in the Route 238 project construction so that it may offer transport or use the
connectivity for its own purposes.

The Cabot Boulevard location is a Verizon data center approximately 1 mile west of the City’s
conduit along Clawiter Road.

The Depot Road location is an incumbent local exchange carrier (ILEC) central office, located next
to the City’s fiber and conduit along Hesperian Boulevard. If it is determined that interconnection
services are available at this location, the City may want to take advantage of its proximity to
existing fiber.

19 https://fiberlocator.com, accessed June 2016.
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5.4 Conceptual Design and Specifications - Industrial Technology &
Innovation Corridor

OSP (layer 1, also referred to as the physical layer) is both the most expensive part of the network

and the longest lasting. The architecture of the physical plant determines the network’s

scalability for future uses and how the plant will need to be operated and maintained; the

architecture is also the main determinant of the total cost of the deployment.

Figure 5 (below) shows a logical representation of the high-level FTTP network architecture we
recommend for deployment to the Industrial Corridor. This design is open to a variety of
architecture options. The figure illustrates the primary functional components in the FTTP
network, their relative position to one another, and the flexibility of the architecture to support
multiple subscriber models and classes of service.

The recommended architecture is a hierarchical data network that provides critical scalability and
flexibility, both in terms of initial network deployment and its ability to accommodate the
increased demands of future applications and technologies. The characteristics of this
hierarchical FTTP data network are:

e Capacity — ability to provide efficient transport for subscriber data, even at peak levels

e Availability — high levels of redundancy, reliability, and resiliency; ability to quickly detect
faults and re-route traffic

e Diversity — physical path diversity to minimize operational impact resulting from fiber or
equipment failure

e Efficiency — no traffic bottlenecks; efficient use of resources

e Scalability — ability to grow in terms of physical service area and increased data capacity,
and to integrate newer technologies

e Manageability — simplified provisioning and management of subscribers and services

e Flexibility — ability to provide different levels and classes of service to different customer
environments; can support an open access network or a single-provider network; can
provide separation between service providers on the physical layer (separate fibers) or
logical layer (separate virtual local area network (VLAN or VPN)

e Security — controlled physical access to all equipment and facilities, plus network access
control to devices
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This architecture offers scalability to meet long-term needs. It is consistent with best practices
for an open access network model that might potentially be required to support multiple network
operators, or at least multiple retail service providers requiring dedicated connections to certain
customers. This design would support a combination of Gigabit passive optical network (GPON)
and direct Active Ethernet (AE) services (with the addition of electronics at the Fiber Distribution
Cabinets (FDCs)), which would enable the network to scale by migrating to direct connections to
each customer, or reducing splitter ratios, on an as-needed basis.

The design assumes placement of manufacturer-terminated fiber tap enclosures within the ROW
or easements, providing water-tight fiber connectors for customer service drop cables and
eliminating the need for service installers to perform splices in the field. This is an industry-
standard approach to reducing both customer activation times and the potential for damage to
distribution cables and splices. The model also assumes the termination of standard lateral fiber
connections within larger multi-tenant business locations.
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Figure 5: High-Level FTTP Architecture
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5.4.1 Network Design
The network design and cost estimates assume the City will:

e Use existing fiber and conduit to connect to an Internet POP in the City;

e Procure space at the POP to host network electronics and provide backhaul to the
Internet;

e Use existing City land or ROW space in the Industrial Corridor to locate the core and
distribution hub facility with adequate environmental and backup power systems to
house network electronics;

e Construct fiber to connect the hub to the FDCs;

e Construct fiber optics from the FDCs to each business (i.e., from termination panels in
the FDC to tap locations in the ROW or on City easements); and

e Construct fiber laterals into large, multi-tenant business facilities.

Leveraging the City’s existing conduit and fiber resources could decrease the costs associated
with both constructing a backbone and identifying locations to house electronics that are near
the City’s existing resources.

The FTTP network and service areas were defined based on the following criteria:
e Targeting 512 passings per FDC;

e FDCs suitable to support hardened network electronics, providing backup power and an
active heat exchange;?° and

e Avoiding the need for distribution plant to cross major roadways and railways.

Coupled with an appropriate network electronics configuration, this fiber design serves to greatly
increase the reliability of services provided to customers as compared to that of more traditional
cable and telephone networks.

The access layer of the network, which encompasses the fiber plant from the FDCs to the
customers, dedicates a single fiber strand from the FDC to each passing (i.e., potential customer

20 These hardened FDCs reflect an assumption that the City’s operational and business model will require the
installation of provider electronics in the FDCs that can support open access among multiple providers. We note that
the overall FTTP cost estimate would decrease if the hardened FDCs were replaced with passive FDCs (which would
house only optical splitters) and the providers’ electronics were housed only at hub locations.
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address). This traditional FTTP design allows either network electronics or optical splitters in the
FDCs. See Figure 6 below for a sample design.

Figure 6: Detail Showing FTTP Access Layer Design
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This architecture offers scalability to meet long-term needs. It is consistent with best practices
for an open access network model that might potentially be required to support multiple network
operators, or at least multiple retail service providers requiring dedicated connections to certain
customers.

5.4.2 Network Core and Hub Site

The core site is the bridge that links the FTTP network to the public Internet and deliver all
services to end users. The proposed network design includes a single core location given the size
of the network. However, if consumer demand dictates it, a second Internet POP could be added
to increase redundancy to the network.
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For the cost estimate, we assumed that the core site electronics would be collocated with the
distribution electronics in the Industrial Corridor hub with connectivity to the Internet POP at
25070 O’Neil Avenue.

The core will also house the providers’ Operational Support Systems (OSS) such as provisioning
platforms, fault and performance management systems, remote access, and other operational
support systems for FTTP operations. The core location is also where any business partner or
content / service providers will gain access to the subscriber network with their own POP. This
may be via remote connection, but collocation is recommended.

The core network electronics run in a High Availability (HA) configuration, with fully meshed and
redundant uplinks to the public Internet and/or all other content and service providers. It is
imperative that core network locations are physically secure and allow unencumbered access
24x7x365 to authorized engineering and operational staff.

The operational environment of the network core and hub locations is similar to that of a data
center. This includes clean power sources, UPS batteries, and diesel power generation for survival
through sustained commercial outages. The facility must provide strong physical security,
limited/controlled access, and environmental controls for humidity and temperature. Fire
suppression is highly recommended.

Equipment is to be mounted securely in racks and cabinets, in compliance with national, state,
and local codes. Equipment power requirements and specification may include -48 volt DC and/or
120/240 volts AC. All equipment is to be connected to conditioned / protected clean power with
uninterrupted cutover to battery and generation.

For the cost estimate, we assumed that the core and distribution hub will be located on existing
City land within the Industrial Corridor.

5.4.3 Distribution and Access Network Design

The distribution network is the layer between the hub and the FDCs, which provide the access
links to the taps. The distribution network aggregates traffic from the FDCs to the core. Fiber cuts
and equipment failures have progressively greater operational impact as they happen closer to
the network core, so it is critical to build in redundancies and physical path diversities in the
distribution network, and to seamlessly re-route traffic when necessary.
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The distribution and access network design proposed in this report is flexible and scalable enough
to support two different architectures:

1. Housing both the distribution and access network electronics at the hub, and using only
passive devices (optical splitters and patches) at the FDCs; or

2. Housing the distribution network electronics at the hub and pushing the access network
electronics further into the network by housing them at the FDCs.

By housing all electronics at the hub, the network will not require power at the FDCs. Choosing a
network design that only supports this architecture may reduce costs by allowing smaller, passive
FDCs in the field. However, this architecture will limit the redundancy capability from the FDCs
to the hub.

By pushing the network electronics further into the field, the network gains added redundancy
by allowing the access electronics to connect to two distribution switches. In the event one
distribution switch has an outage the subscribers connected to the FDC would still have network
access via the other distribution switch. Choosing a network design that only supports this
architecture may reduce costs by reducing the size of the hub.

Selecting a design that supports both models would allow the City to accommodate many
different service operators and their network designs. This design would also allow service
providers to start with a small deployment (i.e., placing electronics only at the hub site) and grow
by pushing electronics closer to their subscribers.

5.4.3.1 Access Network Technologies

FDCs can sit on a curb, be mounted on a pole, or reside in a building. Our model recommends
installing sufficient FDCs to support higher than anticipated levels of subscriber penetration. This
approach will accommodate future subscriber growth with minimal re-engineering. Passive
optical splitters are modular and can be added to an existing FDC as required to support
subscriber growth, or to accommodate unanticipated changes to the fiber distribution network
with potential future technologies.

Our FTTP design also includes the placement of indoor FDCs and splitters to support large-tenant
businesses. This would require obtaining the right to access the equipment for repairs and
installation in whatever timeframe is required by the service agreements with the customers.
Lack of access would potentially limit the ability to perform repairs after normal business hours,
which could be problematic for commercial services.

In this model, we assume the use of GPON electronics for most subscribers and Active Ethernet
for a small percentage of subscribers (typically large business customers) that request a premium
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service or require greater bandwidth. GPON is the most commonly provisioned FTTP service—
used, for example, by Verizon (in its FiOS systems), Google Fiber, and Chattanooga EPB.

Furthermore, providers of gigabit services typically provide these services on GPON platforms.
Even though the GPON platform is limited to 1.2 Gbps upstream and 2.4 Gbps downstream for
the subscribers connected to a single PON, operators have found that the variations in actual
subscriber usage generally means that all subscribers can obtain 1 Gbps on demand (without
provisioned rate-limiting), even if the capacity is aggregated at the PON. Furthermore, many
GPON manufacturers have a development roadmap to 10 Gbps and faster speeds as user demand
increases.

GPON supports high-speed broadband data, and is easily leveraged by triple-play carriers for
voice, video, and data services. The GPON OLT uses single-fiber (bi-directional) SFP modules to
support multiple (most commonly less than 32) subscribers.

GPON uses passive optical splitting, which is performed inside FDC, to connect fiber from the
OLTs to the customer premises. The FDCs house multiple optical splitters, each of which splits
the fiber link to the OLT between 16 to 32 customers (in the case of GPON service).

AE provides a symmetrical (up/down) service that is commonly referred to as Symmetrical
Gigabit Ethernet. AE can be provisioned to run at sub-gigabit speeds, and like GPON easily
supports legacy voice, voice over IP, and video. AE is typically deployed for customers who
require specific service level agreements that are easier to manage and maintain on a dedicated
service.

For subscribers receiving Active Ethernet service, a single dedicated fiber goes directly to the
subscriber premises with no splitting. Because AE requires dedicated fiber (home run) from the
OLT to the CPE, and because each subscriber uses a dedicated SFP on the OLT, there is significant
cost differential in provisioning an AE subscriber versus a GPON subscriber.

Our fiber plant is designed to provide Active Ethernet service or PON service to all passings. The
network operator selects electronics based on the mix of services it plans to offer and can modify
or upgrade electronics to change the mix of services.

5.4.3.2 Expanding the Access Network Bandwidth

GPON is currently the most commonly provisioned FTTP technology, due to inherent economies
when compared with technologies delivered over home-run fiber?! such as Active Ethernet. The
cost differential between constructing an entire network using GPON and Active Ethernet is 40

21 Home run fiber is a fiber optic architecture where individual fiber strands are extended from the distribution sites
to the premises. Home run fiber does not use any intermediary aggregation points in the field.
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percent to 50 percent.?2 GPON is used to provide services up to 1 Gbps per subscriber and is part
of an evolution path to higher-speed technologies that use higher-speed optics and wave-division
multiplexing.

This model provides many options for scaling capacity, which can be done separately or in
parallel:

1. Reducing the number of premises in a PON segment by modifying the splitter assignment
and adding optics. For example, by reducing the split from 16:1 to 4:1, the per-user
capacity in the access portion of the network is quadrupled.

2. Adding higher speed PON protocols can be accomplished by adding electronics at the FDC
or hub locations. Since these use different frequencies than the GPON electronics, none
of the other CPE would need to be replaced.

3. Adding WDM-PON electronics as they become widely available. This will enable each user
to have the same capacity as an entire PON. Again, these use different frequencies than
GPON and are not expected to require replacement of legacy CPE equipment.

4. Option 1 could be taken to the maximum, and PON replaced by a 1:1 connection to
electronics—an Active Ethernet configuration.

These upgrades would all require complementary upgrades in the backbone and distribution
Ethernet electronics, as well as in the upstream Internet connections and peering—but they
would not require increased fiber construction.

5.4.3.3 Customer Premises Equipment (CPE) and Subscriber Services

In the final segment of the FTTP network, fiber runs from the FDC to customers’ buildings, where
it terminates at the subscriber tap—a fiber optic housing located in the ROW closest to the
premises. The service installer uses a pre-connectorized drop cable to connect the tap to the
subscriber premises without the need for fiber optic splicing.

The drop cable extends from the subscriber tap (in a handhole underground) to the building,
enters the building, and connects to CPEs.

22 “Enhanced Communications in San Francisco: Phase Il Feasibility Study,” CTC report, October 2009, at p. 205.
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6 Cost Estimate - Industrial Technology & Innovation Corridor

The City recognizes the importance of deploying a robust, scalable FTTP network infrastructure
that can support a wide range of applications and services. At the City’s request, CTC prepared a
high-level network design and cost estimate for deploying a gigabit FTTP network in the City’s
Industrial Corridor. The FTTP network will promote economic development in the Industrial
Corridor where businesses traditionally have limited options for telecommunication services.

The CTC cost estimate provides data relevant to assessing the financial viability of network
deployment, and to developing a business model for a potential City construction effort
(including the full range of models for public—private partnerships). This estimate will also enable
financial modeling to determine the approximate revenue levels necessary for the City to service
any debt incurred in building the network.

The CTC design and cost estimate are underpinned by data and insight gathered by CTC engineers
through several related steps, including discussions with City stakeholders and an extensive field
and desk survey of candidate fiber routes.

The descriptions in this document are highly technical and make use of acronyms. We have
included a glossary as Appendix A.

6.1 FTTP Cost Estimate Summary
Based on these inputs and other guidance from the City, we developed a conceptual, high-level
FTTP design that reflects the City’s goals and is open to a variety of architecture options. From
this design, we present two cost examples.

The first is the cost to deploy FTTP infrastructure, all electronics, service drops to the consumer,
and CPEs. This estimate shows the total capital costs—which would be incurred by the City, or
the City and its partner(s)—to build an FTTP network to support a ubiquitous 1 Gbps data-only
service. This is the capital cost the City would occur if it pursued a wholesale or retail model.

The second cost estimate example is the cost to deploy only the FTTP OSP infrastructure—
consistent with the dark fiber model, as described in Section 1.5.1. This is the total capital cost
for the City to build a dark fiber network for lease to a private partner.

6.1.1 FTTP Cost Estimate (Fiber and Electronics) - Wholesale and Retail Models

This Industrial Corridor FTTP network deployment will cost approximately $8.5 million, inclusive
of OSP construction labor, materials, engineering, permitting, network electronics, drop
installation, CPEs, and testing.?3

23 The estimated total cost breakdown assumes a percentage of businesses that subscribe to the service, otherwise
known as the penetration rate or the “take rate,” of 35 percent.
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Table 6: Breakdown of Estimated Total Cost

Cost Component Total Estimated Cost
OSP $5.2 million
Central Network Electronics 0.6 million
FTTP Service Drop and Lateral s
. 2.1 million
Installations
CPE 0.6 million
Total Estimated Cost: $8.5 million

Figure 7 shows the change in total estimated cost by varying the expected take rate.

Figure 7: Total Estimated Cost versus Take Rate
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The cost is roughly linear by take rate as the per-subscriber cost of adding additional subscribers

is constant.

Actual costs may vary due to unknown factors, including: 1) costs of private easements, 2)

congestion in the public ROW, 3) variations in labor and material costs, 4) subsurface hard rock,

and 5) the City’s operational and business model (including the percentage of businesses who

subscribe to the service, otherwise known as the penetration rate or the “take rate”). We have

incorporated suitable assumptions to address these items based on our experiences in similar

markets.
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The total estimated technical operating costs for this model are outlined in Section 6.5 (not
including non-technical operating costs such as marketing, legal services, and financing costs).
The total cost of operations will vary with the business model chosen and the level of existing
resources that can be leveraged by the City and any potential business partners.

6.1.2 FTTP Only Cost Estimate (No Electronics, Drops, or CPEs) - Dark Fiber Model
This Industrial Corridor dark FTTP network deployment will cost more than $5.4 million, inclusive
of OSP construction labor, materials, engineering, and permitting. This estimate does not include
any electronics, subscriber equipment, or drops.

Table 7: Breakdown of Estimated Dark Fiber Model Cost

Cost Component Total Estimated Cost
OSP Engineering $0.5 million
Quality Control/Quality 0.2 million
Assurance
General OSP Construction Cost 3.2 million
Special Crossings 0.7 million
Backbone and Distribution .
.. 0.1 million
Plant Splicing
Backbone Hub, Termination, s
. 0.5 million
and Testing
) 0.2 million
FTTP Lateral Installations
Total Estimated Cost: $5.4 million

This estimate assumes that the City constructs and owns the FTTP infrastructure up to a
demarcation point at the optical tap near each business, and leases the dark fiber backbone and
distribution fiber to a private partner. The private partner would be responsible for all network
electronics, fiber drops to subscribers, and CPEs—as well as network sales, marketing, and
operations.
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The cost components for OSP construction include the following tasks:

Engineering — includes system level architecture planning, preliminary designs and field
walk-outs to determine candidate fiber routing; development of detailed engineering
prints and preparation of permit applications; and post-construction “as-built” revisions
to engineering design materials.

Quality Control / Quality Assurance — includes expert quality assurance field review of
final construction for acceptance.

General Outside Plant Construction — consists of all labor and materials related to
“typical” underground outside plant construction, including conduit placement, fiber
installation, and surface restoration; includes all work area protection and traffic control
measures inherent to all roadway construction activities.

Special Crossings — consists of specialized engineering, permitting, and incremental
construction (material and labor) costs associated with crossings of railroads, bridges, and
interstate / controlled access highways.

Backbone and Distribution Plant Splicing — includes all labor related to fiber splicing of
outdoor fiber optic cables.

Backbone Hub, Termination, and Testing — consists of the material and labor costs of
placing hub shelters and enclosures, terminating backbone fiber cables within the hubs,
and testing backbone cables.
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e FTTP Service Drop and Lateral Installations — consists of all costs related to fiber service
drop installation, including outside plant construction on private property, building
penetration, and inside plant construction to a typical backbone network service
“demarcation” point; also includes all materials and labor related to the termination of
fiber cables at the demarcation point. A take-rate of 35 percent was assumed for standard
fiber service drops.

6.2.1 Existing City Network Infrastructure Decreases FTTP Construction Costs

The cost estimate assumes the use of the City’s conduit and fiber optic network to provide fiber
optic connectivity along most the route between the Industrial Corridor and Internet POPs for
network connectivity.

The use of the City’s conduit and fiber optic resources as a backbone could reduce the cost and
complexity of deploying an FTTP network because the network can reduce the amount of
construction needed to provide backbone connectivity in the City (Figure 9).
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Figure 9: Map Showing Existing Conduit and Fiber Resources
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A detailed engineering design will determine the exact level of savings that the conduit and fiber
resources can provide to the Industrial Corridor FTTP network, but we estimate the savings to be
between $500,000 and $1 million.

6.3 Field Survey Methodology for Network Design and Cost Estimate

A CTC OSP engineer performed a preliminary survey of the Industrial Corridor via Google Earth
Street View to develop estimates of per-mile cost for underground construction in the existing
ROW. A CTC engineer then conducted a brief onsite field study of the City’s existing conduit and
the Industrial Corridor to determine the costs with underground construction in the area. The
engineer reviewed available green space, ROW widths, building setbacks, and existing
underground utility placements—all of which have been factored in to our design and cost
estimate.

The ROW in the Industrial Corridor tends to be wide and many of the areas have additional ROW
under sidewalks where existing utilities are not located. Some areas are served by aerial utilities
while most the service drops and other areas of the Industrial Corridor have all underground
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utilities. Given the width of the ROW we do not anticipate any issues with constructing City fiber
optics in the ROW.

One obstacle for construction is the rail lines that crisscross the Industrial Corridor. Railroad
crossings require permitting and special construction, which can increase the costs and time
required to construct fiber optics. The owner of the rail bed must provide a permit or easement
to cross the tracks, which is typically a straightforward process with the larger railroads such as
Union Pacific. Crossings may be more difficult if someone else owns the rail bed, and/or it is
abandoned.

The review of the existing conduit showed that the conduit and fiber optic system appeared to
be in good shape. The older of the existing conduit system was designed to support traffic
systems using either twisted copper pair or small count fiber optic cables. Traffic conduit tends
to have closer handholes (every 250 feet) than fiber optic telecommunications conduit (every
500+ feet). We also noted that the handholes in the older conduit are smaller than what would
be recommended today for a fiber optic network. Higher-count fiber optic cables require larger
handholes to properly store slack cable and house the fiber optic splice enclosures. If higher fiber
optic cable counts were needed in the future, approximately every other handhole would need
to be replaced to accommodate the cable. It is important to note that even with potentially
having to replace handholes, the fiber optic and conduit system provide tremendous value to the
City.

6.4 FTTP Cost Estimate

This section provides a summary of cost estimates for construction of the FTTP network to all
businesses in the Industrial Corridor. With the wholesale and retail models, assuming a 35
percent take rate, this deployment will cost approximately $8.5 million—inclusive of OSP
construction labor, materials, engineering, permitting, network electronics, drop installation,
CPEs, and testing. Table 8 shows the breakdown of estimated total costs for each network
component.

Table 8: Breakdown of Estimated Total Capital Cost - Retail and Wholesale Model

Cost Component Total Estimated Cost
osP $5.2 million
Central Network Electronics 0.6 million
FTTP Service Drop and Lateral s
R 2.1 million
Installations
CPE 0.6 million
Total Estimated Cost: $8.5 million
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6.4.1 OSP Cost Estimation Methodology

As with any utility, the design and associated costs for construction vary with the unique physical
layout of the service area—no two streets are likely to have the exact same configuration of fiber
optic cables, communications conduit, and underground vaults. Costs are further varied by soil
conditions, such as the prevalence of subsurface hard rock; location and number of existing
utilities; and crossings of bridges, railways, and highways.

To estimate costs for the Industrial Corridor network, we developed a high level FTTP sample
design on the basis of street mileage and passings. Since much of the Industrial Corridor has
underground utilities, we assumed that the entire FTTP network would be constructed
underground.

Figure 10: High-Level FTTP Sample Design Overview
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The assumptions, sample design, and cost estimates were used to estimate a cost per passing for
the OSP. This number was then multiplied by the number of businesses based on the City’s GIS
data. The actual cost to construct FTTP to every premises in the Industrial Corridor could differ
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from the estimate due to changes in the assumptions underlying the model. Further and more
extensive analysis would be required to develop a more accurate cost estimate.

6.4.2 OSP

6.4.2.1 Cost to Construct the Network

In terms of OSP, the estimated cost to construct the proposed FTTP network is approximately
$5.2 million, or $2,030 per passing.?* As we discussed above, our model assumes all underground
fiber construction. Table 9 provides a breakdown of the estimated OSP costs. (Note, the costs
have been rounded.)

Table 9: Estimated OSP Costs for FTTP

B Cost per Cost Per
Area Plant Total Cost Passings p .
. Passing Plant Mile
Mileage
Corridor 33.9 $5,200,000 2,560 $2,030 $150,000

We estimated costs for underground placement using available unit cost data for materials and
estimates on the labor costs for placing, pulling, and boring fiber based on construction in
comparable markets.

Material costs were generally known, aside from unknown economies of scale and inflation rates,
and barring any sort of phenomenon restricting material availability and costs. The labor costs
associated with the placement of fiber were estimated based on similar construction projects.

While generally allowing for greater control over timelines and more predictable costs,
underground construction is subject to uncertainty related to congestion of utilities in the public
rights-of-way and the prevalence of subsurface hard rock—neither of which can be fully
mitigated without physical excavation and/or testing. While anomalies and unique challenges
will arise regardless of the design or construction methodology, the relatively large scale of this
project is likely to provide ample opportunity for variations in construction difficulty to yield
relatively predictable results on average.

We assume underground construction will consist primarily of horizontal, directional drilling to
minimize ROW impact and to provide greater flexibility to navigate around other utilities. The
design model assumes a single two-inch, High-Density Polyethylene (HDPE) flexible conduit over

24 The passing count includes individual single-unit buildings and units in small multi-business buildings as single
passings. It treats larger multi-tenant businesses as single passings.
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underground distribution paths, and dual two-inch conduits over underground backbone paths
to provide scalability for future network growth.

6.4.3 Central Network Electronics

Central network electronics will cost an estimated $580,000, or $225 per passing, based on an
assumed take rate of 35 percent.? (These costs may increase or decrease depending on take
rate, and the costs may be phased in as subscribers are added to the network.) The central
network electronics consists of the electronics to connect subscribers to the FTTP network at the
core, hub, and cabinets. Table 10 below lists the estimated costs for each segment.

Table 10: Estimated Central Network Electronics Costs

Network Segment Subtotal Passings| Cost per Passing

Core and Distribution Electronics $360,000 2,560 S140
FTTP Access Electronics 220,000 2,560 85

Central Network Electronics Total $580,000 2,560 $225

6.4.3.1 Core Electronics

The core electronics connect the FTTP network to the Internet. The core electronics consist of
high performance routers, which handle all the routing on both the FTTP network and to the
Internet. The core routers should have modular chassis to provide high availability in terms of

”26 modular line cards in the event of an outage.

redundant components and “hot swappable
Modular routers also provide the ability to expand the routers as demand for additional

bandwidth increases.

The cost estimate design envisions redundant rings between the core sites running networking
protocols such as hot standby routing protocol (HSRP) to ensure redundancy in the event of a
core failure. Additional rings can be added as bandwidth on the network increases. The core sites
would also tie to the distribution electronics 10 Gbps links. The links to the hubs can also be
increased with additional 10 Gbps and 40 Gbps line cards and optics as demand grows on the
network. The core routers will also have 10 Gbps links to ISPs that connect the FTTP network to
the Internet.

The cost of the core routing equipment is $260,000. These costs do not include the service
provider’s OSS—such as provisioning platforms, fault and performance management systems,

25 The take rate affects the electronics and drop costs, but also may affect other parts of the network, as the city
may make different design choices based on the expected take rate. A 35 percent take rate is typical of environments
where a new provider joins the telephone and cable provider in a city.

26 Hot swappable means that the line cards or modular can be removed and reinserted without the entire device
being powered down or rebooted. The control cards in the router should maintain all configurations and push them
to a replaced line card without the need for reconfirmation.
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remote access, and other OSS for FTTP operations. The service providers and/or their content
providers may already have these systems in place.

6.4.3.2 Distribution Electronics

The distribution network electronics aggregate the traffic from the FDCs and send it to the core
to access the Internet. The distribution electronics consist of high performance aggregation
switches, which consolidate the traffic from the many access electronics and send it to the core
for route processing. The distribution switches typically are modular switch chassis that can
accommodate many line cards for aggregation. The switches should also be modular to provide
redundancy in the same manner as the core switches.

The cost estimate assumes that the aggregation switches connect to the access network
electronics with 10 Gbps links to each distribution switch. The aggregation switches would then
connect to the core switches over single or multiple 10 Gbps links as needed to meet the demand
of the FTTP users in each service area.

The cost of the distribution switching equipment is $100,000. These costs do not include any of
the service provider’s OSS or other management equipment.

6.4.3.3 Access Electronics

The access network electronics at the FDCs connect the subscribers’ CPEs to the FTTP network.
We recommend deploying access network electronics that can support both GPON and Active
Ethernet subscribers to provide flexibility within the FDC service area. We also recommend
deploying modular access network electronics for reliability and the ability at add line cards as
more subscribers join in the service area. Modularity also helps reduce initial capital costs while
the network is under construction or during the roll out of the network.

The cost of the access network electronics for the network is $220,000. These costs are based on
a take rate of 35 percent and include optical splitters at the FDCs for that take rate.

6.4.4 Customer Premises Equipment (CPE) and Service Drop Installation (Per-
subscriber Costs)

CPEs are the subscriber’s interface to the FTTP network. For this cost estimate, we selected CPEs

that provide only Ethernet data services (however, there are a wide variety of CPEs offering other

data, voice, and video services). Using the estimated take rate of 35 percent, we estimated the

CPE for business customers will be $630,000.

Each activated subscriber would also require a fiber drop installation and related electronics,
which would cost roughly $2,860 per subscriber, or $2.7 million total (assuming a 35 percent take
rate).
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The drop installation cost is the biggest variable in the total cost of adding a subscriber. A short
aerial drop can cost as little as $250 to install, whereas a long underground drop installation can
cost upward of $3,000. (We estimate an average of $2,160 per drop installation within the
Industrial Corridor.)

The other per-subscriber expenses include the cost of the optical network terminal (ONT) at the
premises, a portion of the optical line termination (OLT) costs at the hub, the labor to install and
configure the electronics, and the incidental materials needed to perform the installation. The
numbers provided in the table below are averages and will vary depending on the type of
premises and the internal wiring available at each premises.

Table 11: Per-subscriber Cost Estimates

Construction and Electronics Required to .
. . Estimated Average Cost
Activate a Subscriber

Drop Installation and Materials $2,160
Subscriber Electronics (ONT and OLT) 400
Electronics Installation 200

Installation Materials 100

Total $2,860

6.5 Operating Cost Considerations

This section outlines some of the key technical operating expenditures the Industrial Corridor
FTTP network would incur. Costs for FTTP network technical operations include staffing
(technicians, program manager), OSP maintenance, electronics maintenance, and customer
support.

The costs discussed in this section are not meant to be inclusive of all operating costs such as
marketing, legal, and financial costs. Further, the magnitude of total cost of operations will vary
with the business model chosen, balance of added new staff versus using contractors, the level
of existing resources that can be leveraged by the City, and any potential business partners.
Staffing requirements and operation costs will vary based on the selected business model. We
provide additional staffing and operational cost details in Section 7.

6.5.1 Technical Operational Expenditures
If the City chooses to offer a retail data service, we estimate that the City would likely initially
purchase 2 Gbps of Internet capacity. This is an estimated number for the beginning of the
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network deployment and can be expected to grow as video streaming and other cloud
applications grow in importance. Depending upon the contract terms Internet bandwidth we
would estimate costs in the $0.75 per Mbps per month to $1.50 per Mbps per month range in
Hayward. We recommend that the Internet access be purchased from multiple Internet providers
and be load balanced to ensure continuity during an outage.

The operating costs also include maintenance contracts on the core network electronics. These
contracts ensure that the City has access to software support and replacement of critical network
electronics that would be cost-prohibitive to store as spares. Where cost effective such as the
distribution aggregation switches and the FTTP electronics, we recommend storing spares to
reduce the total costs of maintenance contracts. We estimate hardware maintenance contracts
and sparing at 15 percent of the total electronics cost.

In addition, we recommend planning for an annual payment into a depreciation operating
reserve account based on the equipment replacement cost to help limit risk. This reserve fund
should never go negative; the balance that accrues in this account will fund the capital needs for
ongoing capital replenishments.

6.5.1.1 Fiber Maintenance Costs

The City would need to augment its current fiber staff or contractors with the necessary expertise
and equipment available to maintain the fiber optic cable in an Industrial Corridor FTTP network.
Typical maintenance costs can exceed 1 percent of the total fiber OSP construction cost per year
and includes a mix of contracted services.

Fiber optic cable is resilient compared to copper telephone lines and cable TV coaxial cable. The
fiber itself does not corrode, and fiber cable installed over 20 years ago is still in good condition.
However, fiber can be vulnerable to accidental cuts by other construction, traffic accidents, and
severe weather. In other networks of this size, we have seen approximately 80 outages per 1,000
miles of plant per year.

The fiber optic redundancy from the hubs to the FDCs in the backbone network will facilitate
restoring network outages while repair of the fiber optic plant is taking place.

Depending on the operational and business models established between the City and service
providers, the City may be responsible for adds, moves, and changes associated with the network
as well as standard plant maintenance. These items may include:

e Adding and/or changing patching and optical splitter configurations at FDCs and hubs;
e Extending optical taps and laterals to new buildings or developments;

e Extending access to the FTTP network to other service providers; and
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e Relocating fiber paths due to changes such as the widening of roadways.

The City would need to obtain contracts with fiber optic contractors that have the necessary
expertise and equipment available to maintain an Industrial Corridor FTTP network. These
contracts should specify the service level agreements the City needs from the fiber optic
contractors to ensure that the City can meet the service level agreements it has with the network
service providers. The City should also ensure that it has access to multiple fiber optic contractors
if one contractor is unable to meet the City’s needs. The fiber optic contractors should be
available 24x7 and have a process in place for activating emergency service requests.

6.5.1.2 Fiber Locating

The City will be responsible for locating and marking all underground conduit for excavation
projects per California’s DigAlert System statutes. Locating involves receiving and reviewing
excavation tickets to determine whether the area of excavation may impact the City’s
underground FTTP infrastructure. If the system is impacted, the City must mark its utilities in the
manner and within the allotted timeframe provided by the statute.

Locating is either done in-house or by contractors who specialize in utility locating. The City may
be able to leverage its existing utility locating personnel, processes, or contractors to reduce the
cost of utility locating for the FTTP network.

6.5.2 Technical Staffing Requirements

Additional staffing will be required to perform the maintenance and operation responsibilities of
an Industrial Corridor FTTP network. The staffing levels and the responsibility for that staffing will
vary greatly with the various potential business models. The following sections outline the
technical groups that will be required to maintain and operate the network.

6.5.2.1 Outside Plant

The OSP group will be responsible for the maintenance, operations, and expansion of the City’s
telecommunications infrastructure including conduit, fiber, and splice enclosures. During
construction, the OSP group will be responsible for tracking and overseeing the construction of
new infrastructure. Once the network is constructed, the OSP group will oversee any future adds,
moves, or changes to the network.

The OSP group may use contractors to perform activities such as construction, repair, and
locating. Management of contractors will be a responsibility of an OSP manager with OSP
technicians assisting with project oversight and quality assurance and quality control. The OSP
manager will also assist with engineering and design of any adds, moves, and changes that occur
on the network.
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The OSP group will have responsibility for general field operations. This group will include OSP
technicians to perform locates, and contracted support to provide repair services. Tasks will
include management of the One Call process, fiber locates, response and troubleshooting of
Layer 1 troubleshooting, and fleet management. Additionally, it is critical that while many of OSP
jobs may be outsourced, that the OSP group be equipped with the proper locate and testing
equipment.

6.5.2.2 Network Engineering

The network engineering group develops and maintains the network architecture, responds to
high-level troubleshooting requests, manages network electronics and makes sure the network
delivers to the end user a reliable service.

The network engineering group is responsible for making architecture decisions that will
determine how the network can deliver services to users. The network engineering group will
also be responsible for change management and architectural review to ensure that network
continuity is ensured after changes.

The network engineering group will also be responsible for vendor selections when new
hardware, technologies, or contractor support is needed to support the network. The network
engineering team will perform regular maintenance of the network as well as provision, deploy,
test, and accept any electronics to support new sites or services.

Network technicians will be responsible for troubleshooting issues with network electronics and
responding to customer complaints.

To operate network electronics (if required by the business model) we estimate a staffing
requirement of one network manager, up to one network engineer, and up to two network
technicians that could be a combination of personnel as well as contracted support. Network
staffing levels may vary depending on the take rate of the FTTP network.

6.5.2.3 Network Operations Center and Customer Service

The network will require individuals to perform monitoring and oversight of the network
electronics. The group will be responsible for handling technical calls from users, actively
monitoring the health of the network, and escalating issues to the proper operations groups. The
group is also required to develop and monitor network performance parameters to ensure that
the network is meeting its obligations to its users as defined in the network service level
agreements (SLAs).

Often network operations require a 24x7 customer service helpdesk and tools for network
monitoring, alerting, and provisioning.
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7 Business and Financial Model

This section presents a financial analysis based on the candidate business models we outline in
Section 1.5, above. Our modeling is based on an FTTP deployment to the Industrial Corridor, and
assumes that the City will take some financial risk by investing at least in dark fiber infrastructure.
The models are briefly summarized again in Table 12, with an emphasis on the division of
responsibilities between the City and a partner.

Table 12: Responsibility Matrix for Potential Business Models

Model

Activity Dark Fiber Wholesale Service Retail Service
Who invests in and
owns the outside . . :
plant (OSP), like City City City
fiber?
Who invests in and
owns the network Partner(s) City City
electronics?
Who is responsible
for customer service Partner(s) Partner(s) City
to end users?

7.1 Overview
Potential business models for an FTTP deployment range from:

e Aretail service model in which the City directly provides fiber service;

e To a wholesale service model in which the City builds an open access network and
invites private partners to deliver services over the network;

e To adark fiber model in which the City builds the fiber and enters a partnership with
an anchor service provider, similar to the business model the City of Westminster,
Maryland adopted when it partnered with Ting Fiber.?’

As we noted in Section 1.5, we believe a dark fiber model will best fit the City’s needs, because it
leverages the City’s abilities and offsets some of the risk associated with implementing a new
broadband enterprise, as the City would be required to do in a retail service model.

We conducted financial modeling based on the three potential business models to illustrate the
kind of costs and revenues the City might see under each model. This section presents an
overview of the FTTP financial model, based on the cost estimates in Section 6. We have provided
the City with a complete financial model in Excel format; because the Excel spreadsheet can be

27 “Westminster Fiber Network,” City of Westminster, accessed November 8, 2016,
http://www.westminstermd.gov/419/Westminster-Fiber-Network.
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modified to show the impact of changing assumptions, it will be an important tool for the City to
use if it negotiates with a private partner.

These financial projections do not include any economic development or other indirect benefits,
which are often not easily quantifiable. The projections also do not include potential revenues
from small cell or distributed antenna system (DAS) providers, which may represent a modest
revenue source the City can tap into if it can find interested providers.

7.2 Retail Model Financial Projections

The financial analysis in this section assumes the City of Hayward owns and operates the FTTP
infrastructure and provides retail service to businesses in the identified service area. As we
described above, the City will be the service provider in a retail service model and will be
responsible for all aspects of network deployment and maintenance, network and customer
electronics, service delivery, and customer service and support. This financial analysis is based on
several assumptions, outlined below.

In the analysis, we assume the City offers four base services, at prices that compare favorably to
similar services in other cities:

e A 250 Mbps commercial service at $100 per month,

e A1 Gbpssmall commercial service at $200 per month,

e A 1 Gbps medium commercial service at $400 per month (including service-level
agreement), and

e A1 Gbps Metro Ethernet transport service at $1,000 per month (including service-level
agreement).

We assumed that 68 percent of subscribers will purchase the 250 Mbps service; 15 percent will
purchase the 1 Gbps small commercial service; 15 percent will purchase the 1 Gbps medium
commercial service; and 2 percent will purchase the 1 Gbps Metro Ethernet service.

Given the assumptions outlined in this section, a 60 percent take rate (the percentage of
customers that subscribe to the service) is required to maintain a positive cash flow. Note that
this analysis does not indicate or review whether obtaining this required take rate is realistic;
rather, it reflects the take rate necessary to maintain a positive cash flow, considering all other
assumptions in the model. The complete model is provided in Appendix C.

Please note that, based on other competitive overbuilds, obtaining a 60 percent take rate is
considered aggressive, and will likely be difficult to obtain and maintain. Realistically, we would
expect a 35 percent to 45 percent take rate.
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The financial analysis for this base case scenario is as follows:

Table 13: Base Case Retail Model Financial Analysis with 60 Percent Take Rate

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $341,000 $3,280,000 $3,280,000 $3,280,000 $3,280,000
Total Cash Expenses (911,000) (1,419,000) (1,419,000) (1,419,000) (1,419,000)
Depreciation (234,000) (1,254,000) (625,000) (617,000) (617,000)
Interest Expense (185,000) (617,000) (485,000) (321,000) (111,000)
Taxes - - - - -
Net Income $(989,000) $(10,000) $751,000 $923,000 $1,133,000

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $(50,000) $491,000 $2,770,000 $5,548,000 $8,319,000
Depreciation Reserve - 1,132,000 1,150,000 354,000 (138,000)
Interest Reserve 185,000 - - - -
Debt Service Reserve 185,000 660,000 660,000 660,000 660,000
Total Cash Balance $320,000 $2,283,000 $4,580,000 $6,562,000 $8,841,000

The income statement demonstrates an overall health of the enterprise on a year-by-year basis.
The above cash flow statement shows the cumulative cash balance of the enterprise. It shows
unrestricted and restricted (depreciation, interest, and debt service reserves) cumulative cash
balances. The cash flow statement is the most important measure for a public entity. It is
important for the enterprise to maintain a positive unrestricted cash balance at the end of each
year.

Please note that we used a “flat model” in the analysis. With a “flat model,” inflation and salary
cost increases are not used in the analysis because it is assumed that operating cost increases
will be offset and passed on to subscribers in the form of increased prices. Models that add an
inflation factor to both revenues and expenses can greatly overstate net revenues in the out-
years since net revenues would then also increase by the same inflation factor.

7.2.1 Financing Costs and Operating Expenses

This financial analysis assumes a combination of bonds and loans will be necessary to deploy the
FTTP network. We expect that the City will seek 20-year bonds with principal repayments starting
the year after the bond issuance.

We project that the bond issuance costs will be equal to 1.0 percent of the principal borrowed.
For the bond, a debt service reserve account is maintained at 5.0 percent of the total issuance
amount. An interest reserve account equal to years one and two interest expense is maintained
for the first two years.
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Our analysis estimates total bonding requirements to be $13.2 million, and we assume that bonds
are issued at a 5 percent interest rate.

The model assumes a straight-line depreciation of assets, and that the OSP and materials will
have a 20-year life span while network equipment will need to be replaced after 10 years. Last
mile fiber and CPEs, as well as other miscellaneous implementation costs, will need to be
accounted for after five years. Network equipment will be replaced or upgraded at 80 percent of
its original cost, miscellaneous implementation costs will be at 100 percent, and last mile and
CPEs will be at 100 percent. The model plans for a depreciation reserve account starting in year
three—these monies are set aside to fund future electronics replacements and upgrades.

Table 14 shows operating expenses for years one, five, 10, 15, and 20. As the table indicates,
some expenses will remain constant while others will increase as the network matures and the
customer base increases.
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Table 14: Operating Expenses in Years 1, 5, 10, 15, and 20 - Retail Model

Operating Expenses
Support Services
Insurance
Utilities
Office Expenses
Facility Lease
Locates & Ticket Processing
Peering
Contingency
Billing Maintenance Contract
Fiber & Network Maintenance
Vendor Maintenance Contracts
Legal and Lobby Fees
Planning
Consulting
Marketing
Education and Training
Customer Handholding
Customer Billing (Unit)
Allowance for Bad Debts
Churn (acquisition costs)
Pole Attachment Expense

Internet

Sub-Total

Labor Expenses

Sub-Total

Total Expenses

Year 1 Year 5 Year 10 Year 15 Year 20
$52,000 $28,000 $28,000 $28,000 $28,000
25,000 50,000 50,000 50,000 50,000
6,000 6,000 6,000 6,000 6,000
8,000 31,000 31,000 31,000 31,000
10,000 25,000 25,000 25,000 25,000
10,000 20,000 20,000 20,000 20,000
16,000 55,000 55,000 55,000 55,000
- 83,000 83,000 83,000 83,000
50,000 10,000 10,000 10,000 10,000
50,000 10,000 10,000 10,000 10,000
100,000 50,000 50,000 50,000 50,000
11,000 19,000 19,000 19,000 19,000
- 5,000 5,000 5,000 5,000
3,000 33,000 33,000 33,000 33,000
1,000 15,000 15,000 15,000 15,000
30,000 41,000 41,000 41,000 41,000
$372,000 $481,000 $481,000 $481,000 $481,000
$539,000 $938,000 $938,000 $938,000 $938,000
$539,000 $938,000 $938,000 $938,000 $938,000
$911,000 51,419,000 51,419,000 $1,419,000 $1,419,000

Table 15 shows the income statement for years one, five, 10, 15, and 20.
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Table 15: Income Statement - Retail Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
a. Revenues
Internet - Business $277,000 $3,280,000 $3,280,000 $3,280,000 $3,280,000
Connection Fee (net) 64,000 - - - -
Per Passing - - - - -

Per Customer - - - - -
Provider Fee - - - - -
Assessments - - - - -

Ancillary Revenues - - - - -

Total $341,000 $3,280,000 $3,280,000 $3,280,000 $3,280,000
b. Content Fees
Internet $30,000 $41,000 $41,000 $41,000 $41,000
Total $30,000 $41,000 $41,000 $41,000 $41,000
c. Operating Costs
Operation Costs $342,000 $440,000 $440,000 $440,000 $440,000
Labor Costs 539,000 938,000 938,000 938,000 938,000
Total $881,000 $1,378,000 $1,378,000 $1,378,000 $1,378,000
d. EBITDA $(570,000) $1,861,000 $1,861,000 $1,861,000 $1,861,000
e. Depreciation 234,000 1,254,000 625,000 617,000 617,000

f. Operating Income (EBITDA less
Depreciation) $(804,000) $607,000  $1,236,000  $1,244,000  $1,244,000

g. Non-Operating Income

Interest Income S - $4,000 $5,000 $3,000 $1,000
Interest Expense (10 Year Bond) - - - - -
Interest Expense (20 Year Bond) (185,000) (621,000) (490,000) (324,000) (112,000)

Interest Expense (Loan) - - - - -
Total $(185,000) $(485,000) $(485,000) $(321,000) $(111,000)

h. Net Income (before taxes) $(989,000) $(10,000) $751,000 $923,000  $1,133,000
i. Facility Taxes S - S - S - S - S -
j- Net Income $(989,000) $(10,000) $751,000 $923,000 $1,133,000

69



Fiber Optic Master Plan | January 2017

Table 16: Cash Flow Statement - Retail Model

Cash Flow Statement
a. Net Income

b. Cash Outflows
Debt Service Reserve
Interest Reserve
Depreciation Reserve
Financing
Capital Expenditures
Total

c. Cash Inflows
Interest Reserve
Depreciation Reserve

Investment Capital

Start Up Funds

Grants (infrastructure)
Grants (customer premises)
10-Year Bond/Loan Proceeds
20-Year Bond Proceeds

Loan Proceeds

Total
d. Total Cash Outflows and Inflows

e. Non-Cash Expenses -
Depreciation

f. Adjustments

Proceeds from Additional
Flows (10 Year Bond)
Proceeds from Additional
Flows (20 Year Bond)
Proceeds from Additional
Flows (Loan)

Cash
Cash

Cash

g. Adjusted Available Net Revenue

h. Principal Payments on Debt
10 Year Bond Principal

20 Year Bond Principal

Loan Principal

Total

Year 1 Year 5 Year 10 Year 15 Year 20
$(989,000) $(10,000) $751,000 $923,000 $ 1,133,000
$(185,000) $- S - $- S-

(370,000) - - - B

- (439,000) (219,000) (216,000) (216,000)

(37,000) - - - B
(2,588,000) - a . )
$(3,180,000)  $(439,000) $(219,000) $(216,000) $(216,000)
$ 185,000 $ 95,000 S - S$- S -

3,700,000 - - - -

$ 3,885,000 $ 95,000 S - S - S -
$705,000 $(344,000) $(219,000) $(216,000) $(216,000)

$234,000 $ 1,254,000 $ 625,000 $ 617,000 $ 617,000

S- S- S - S- S-

$ (3,700,000) S - S - $- S-
S - S - S - $- S-
$(3,750,000) $ 900,000 $1,157,000 $1,324,000 $ 1,534,000
S- S - $- S - S-

- 472,000 602,000 768,000 981,000

$- $ 472,000 $ 602,000 $ 768,000 $ 981,000
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Significant network expenses—known as “capital additions”—are incurred in the first few years
during the construction phase of the network. These represent the equipment and labor
expenses associated with building, implementing, and lighting a fiber network. Table 17 shows
the capital additions costs in years one, two, and three, and the total for years one through three.

This analysis projects that the capital additions in year one will total approximately $2.6 million.
These costs will total approximately $3.5 million in year two, $1.8 million in year three, and $2.6
million in year four. This totals just over $10.5 million for total capital additions costs for years

one through four.
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Table 17: Capital Additions - Retail Model
Capital Additions Year 1 Year 2 Year 3 Year 4
Network Equipment
Core Network Equipment $380,000 S- S- S-
TBD - - - -
Additional Annual Capital - - - -
Total $380,000 $- $- S-
Outside Plant and Facilities
Total Backbone and FTTP $1,635,000 $2,726,000 $1,090,000 S-
Additional Annual Capital - - - -
Total $1,635,000 $2,726,000 $1,090,000 S-
Last Mile and Customer Premises Equipment
CPE (residential and small commercial) $91,000 $182,000 $182,000 $638,000
CPE (medium commercial) 18,000 36,000 35,000 124,000
CPE (enterprise) 6,000 10,000 10,000 36,000
Average Drop Cost 263,000 525,000 523,000 1,836,000
Additional Annual Replacement Capital - - - -
Total $378,000 $753,000 $750,000 $2,634,000
Miscellaneous Implementation Costs
Splicing $- $- $- $-
Vehicles 50,000 - - -
Emergency Restoration Kit 50,000 - - -
Work Station, Computers, and Software 10,000 7,000 - 2,000
Fiber OTDR and Other Tools 85,000 - - -
Generators & UPS - - - -
0SS - - - -
Additional Annual Capital - - - -
Total $195,000 $7,000 S- $2,000
Replacement Costs for Depreciation
Network Equipment S- S- S- S-
Customer Premises Equipment - - - -
Miscellaneous Implementation Costs - - - -
Total S- S- S- S-
Total Capital Additions $2,588,000 $3,486,000 $1,840,000 $2,636,000

7.2.2 Operating and Maintenance Expenses

The cost to deploy an FTTP network goes far beyond fiber implementation. Network deployment
requires additional staffing for sales and marketing, network operations, and other functions.
The addition of new staff and inventory requirements will require office and warehousing space:

e Expand office facilities for management, technical and clerical staff
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Ill

e Expand retai
doing business with the FTTP enterprise

storefront” to facilitate customer contact and enhance their experience

e Provide warehousing for receipt and storage of cable and hardware for the installation

and on-going maintenance of the broadband infrastructure

e Establish location to house servers, switches, routers, and other core-network equipment

Training new and existing staff is important to fully realize the economies of starting the FTTP

network. The training will be particularly important in the short-term as the new enterprise

establishes itself as a unique entity providing services distinct from services provided by the City

today.

The expanded business and increased responsibilities will require the addition of new staff.

Marketing and sales are critical. It is important to be proactive in setting customer expectations,

addressing security concerns, and educating the customers on how to initiate services.

The initial additional positions, staffing levels, and base salaries are shown in Table 18. Please

note that the table only lists estimated salaries and in the analysis, we added a 40 percent

overhead to these salaries.

Table 18: Labor Expenses - Retail Model

Year 1 Year 2 Year 3 Year 4 Year 5+ Labor Cost
New Employees
Business Manager 0.50 1.00 1.00 1.00 1.00 $130,000
GIS 0.50 1.00 1.00 1.00 1.00 $80,000
Communications - Sales 0.50 2.00 2.00 2.00 2.00 $75,000
Customer Service Representative 2.00 2.00 2.00 2.00 2.00 $65,000
Service Technicians/Installers & IT Support 1.00 1.00 1.00 2.00 2.00 $90,000
Fiber Plant O&M Technicians 0.25 1.00 1.00 1.00 1.00 $90,000
Total New Staff 4.75 8 8 9 9

7.2.3 Summary of Operating and Maintenance Assumptions
Additional key operating and maintenance assumptions include:

Salaries and benefits are based on estimated market wages. See Table 18 for a list of
staffing requirements for the retail service model. Benefits are estimated at 40 percent
of base salary.

Use of a help desk service, which includes a $50,000 startup cost and $1.50 per month
per customer service fee.

Insurance is estimated to be $25,000 in year one and $50,000 from year two on.

Office expense allocations are estimated to be $6,000 per year.

Locates and ticket processing are estimated to start in year one at $8,000, increase to
$15,000 in year two, and increase to $31,000 from year three on.
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e Contingency is estimated to be $10,000 in year one and $25,000 from year two on.

e Billing and maintenance contract fees are estimated at $10,000 in year one, and $20,000
from year two on.

e Legal fees are estimated to be $50,000 in year one, and $10,000 from year two on.

e Consulting fees are estimated at $50,000 in year one, and $10,000 from year three on.

e Marketing and promotional expenses are estimated to be $100,000 in year one, and
$50,000 from year two on.

Vendor maintenance contract fees are expected to start at $43,000 in year two, increase to
$52,000 in year three, and increase again to $83,000 in year four; these fees are expected to
remain steady at $83,000 per year beyond year four. Annual variable and operating expenses not
including direct Internet access include:

e Education and training are calculated as 2 percent of direct payroll expense.
e Customer billing is estimated to be $0.25 per bill per month.

e Allowance for bad debts is computed as 1 percent of revenues.

e Churnis anticipated to be 5 percent annually.

Fiber network maintenance costs are calculated at 1 percent of the total construction cost, per
year. This is estimated based on a typical rate of occurrence in an urban environment, and the
cost of individual repairs. This is in addition to staffing costs to maintain fiber.

Internet and peering is estimated at $1.25 per Mbps per month for the first 2 Gbps, and $1.00
per Mbps per month thereafter.

7.2.4 Take-Rate Sensitivity

This section shows the large impact that fluctuations in take rate can have on financial modeling.
In the following tables, we show the financial projections for take rates of 50 percent, 40 percent,
and 30 percent.

Please note that, based on other competitive overbuilds, obtaining a 60 percent take rate is
considered aggressive, and will likely be difficult to obtain and maintain. Realistically, we would
expect a 35 percent to 45 percent take rate.

Note that the total unrestricted cash balance in year one with a 50 percent take rate is projected
as a loss of $50,000, as shown in Table 19, below. This number is the same as the projections for
a 60 percent take rate (see Table 13, above), but by the time we reach year five, the numbers
diverge significantly.
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The projected unrestricted cash balance with a 60 percent take rate is projected to be
approximately $491,000 in year five. With a 50 percent take rate, the unrestricted cash balance
in year five is projected as a loss of approximately $451,000.

This is nearly a S1 million difference in unrestricted cash balances based on the difference
between a 60 percent and a 50 percent take rate. As the take rate declines, this gap widens, as
the tables below show.

Table 19: Take Rate Reduced to 50 Percent - Retail Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $341,000 $2,738,000 $2,738,000 $2,738,000 $2,738,000
Total Cash Expenses (911,000) (1,390,000) (1,390,000) (1,390,000) (1,390,000)
Depreciation (234,000) (1,104,000) (579,000) (572,000) (572,000)
Interest Expense (185,000) (577,000) (453,000) (297,000) (98,000)
Taxes - - - - -
Net Income S (989,000) $ (333,000) $316,000 $479,000 $678,000

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance S (50,000) $ (451,000) S (220,000) $404,000 $1,023,000
Depreciation Reserve - 1,026,000 1,082,000 434,000 90,000
Interest Reserve 185,000 - - - -
Debt Service Reserve 185,000 620,000 620,000 620,000 620,000
Total Cash Balance $320,000 $1,195,000 $1,482,000 $1,458,000 $1,733,000

As Table 20 shows, the total projected revenues in year five with a 40 percent take rate are
approximately $2,176,000. The base case analysis with a 60 percent take rate projected year five
revenues at approximately $3,280,000. This is greater than a $1.1 million difference in projected
revenues based on take rate.

Similarly, the unrestricted cash balance in year five for the base case analysis—with a 60 percent
take rate—is projected at approximately $491,000 per year in year five. With a 40 percent take
rate (see Table 20, below), the unrestricted cash balance is projected as a loss of approximately
$1.5 million per year in year five.
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Table 20: Take Rate Reduced to 40 Percent - Retail Model

Income Statement
Total Revenues
Total Cash Expenses
Depreciation
Interest Expense
Taxes
Net Income

Cash Flow Statement
Unrestricted Cash Balance
Depreciation Reserve
Interest Reserve
Debt Service Reserve

Total Cash Balance

Again, the unrestricted cash balance in the base case analysis (Table 13) for a retail model is
projected as approximately $491,000 in year five. As Table 21 shows below, the projected
unrestricted cash balance with a 30 percent take rate is a loss of approximately $2.5 million in

year five.

Year 1 Year 5 Year 10 Year 15 Year 20
$341,000 $2,176,000 $2,176,000 $2,176,000 $2,176,000
(911,000) (1,362,000) (1,362,000) (1,362,000) (1,362,000)
(234,000) (953,000) (533,000) (526,000) (526,000)
(185,000) (532,000) (417,000) (271,000) (85,000)

$ (989,000) S (671,000) S (136,000) $ 17,000 $203,000
Year 1 Year 5 Year 10 Year 15 Year 20

S (50,000) $(1,514,000) S$(3,394,000) $(4,988,000) S (6,586,000)
- 922,000 1,018,000 520,000 326,000

185,000 - - - -

185,000 575,000 575,000 575,000 575,000
$320,000 $(17,000) $(1,801,000) S (3,893,000) S (5,685,000)

Table 21: Take Rate Reduced to 30 Percent - Retail Model

Income Statement
Total Revenues
Total Cash Expenses
Depreciation
Interest Expense
Taxes
Net Income

Cash Flow Statement
Unrestricted Cash Balance
Depreciation Reserve
Interest Reserve
Debt Service Reserve

Total Cash Balance

Year 1 Year 5 Year 10 Year 15 Year 20
$341,000 $1,634,000 $1,634,000 $1,634,000 $ 1,634,000
(911,000) (1,340,000) (1,340,000) (1,340,000) (1,340,000)
(234,000) (803,000) (488,000) (480,000) (480,000)
(185,000) (493,000) (384,000) (247,000) (72,000)

$ (989,000) $ (1,002,000) S (578,000) S (433,000) S (258,000)

Year 1 Year 5 Year 10 Year 15 Year 20

$ (50,000) S (2,469,000) $(6,431,000) $(10,216,000) $(14,002,000)
- 816,000 950,000 600,000 554,000

185,000 - - -
185,000 535,000 535,000 535,000 535,000
$320,000 S (1,118,000) S (4,946,000) $(9,081,000) $(12,913,000)

7.3 Wholesale Model Financial Projections

The financial analysis in this section assumes the City of Hayward owns and operates the FTTP
infrastructure and provides wholesale service to ISPs. The ISPs in turn offer retail service
businesses in the identified service area. This financial analysis is based on several assumptions,

outlined below.
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In the analysis, we assume the City offers four wholesale base services, based on a 25 percent

discount from the retail model.

e A 250 Mbps commercial service at $75 per month;

e A1 Gbpssmall commercial service at $150 per month;

e A 1 Gbps medium commercial service at $300 per month (including service-level

agreement); and

e A 1 Gbps Metro Ethernet transport service at $750 per month (including service-level

agreement).

We assumed that 68 percent of subscribers will purchase the 250 Mbps service; 15 percent will

purchase the 1 Gbps small commercial service; 15 percent will purchase the 1 Gbps medium

commercial service; and 2 percent will purchase the 1 Gbps Metro Ethernet service.

As in the case of the retail model, a 60 percent take rate is required to maintain a positive cash

flow.

The financial analysis for this base case scenario is as follows:

Table 22: Wholesale Model Financial Analysis with 60 Percent Take Rate (Base Case)

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $271,000 $2,460,000 $2,460,000 $2,460,000 $2,460,000
Total Cash Expenses (572,750) (934,250) (934,250) (934,250) (934,250)
Depreciation (233,000)  (1,253,000) (623,000) (616,000) (616,000)
Interest Expense (175,000) (589,000) (465,000) (308,000) (107,000)
Taxes - - - - -
Net Income $(709,750) $ (316,250) $437,750 $601,750 $802,750

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $55,250 $57,250 $909,000 $2,257,750 $3,601,500
Depreciation Reserve - 1,132,000 1,154,000 366,000 (118,000)
Interest Reserve 175,000 - - - -
Debt Service Reserve 175,000 630,000 630,000 630,000 630,000
Total Cash Balance $405,250 $1,819,250 $2,693,000 $3,253,750 $4,113,500

This analysis does not indicate or review whether obtaining this required take rate is realistic;

rather, it reflects the take rate necessary to maintain a positive cash flow, considering all other

assumptions in the model. The complete model is provided in Appendix D.

Please note that we used a “flat model” in the analysis. With a “flat model,” inflation and salary

cost increases are not used in the analysis because it is assumed that operating cost increases

will be offset and passed on to subscribers in the form of increased prices. Models that add an

inflation factor to both revenues and expenses can greatly overstate net revenues in the out-

years since net revenues would then also increase by the same inflation factor.
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7.3.1 Financing Costs and Operating Expenses
This financial analysis assumes a combination of bonds and loans will be necessary. We expect
that the City will seek 20-year bonds with principal repayments starting the year after issuance.

We project that the bond issuance costs will be equal to 1.0 percent of the principal borrowed.
For the bond, a debt service reserve account is maintained at 5.0 percent of the total issuance
amount. An interest reserve account equal to years one and two interest expense is maintained
for the first two years.

Our analysis estimates total bonding requirements to be $12.6 million and are issued at a 5
percent interest rate.

The model assumes a straight-line depreciation of assets, and that the OSP and materials will
have a 20-year life span while network equipment will need to be replaced after 10 years. Last
mile and CPEs as well as other miscellaneous implementation costs will need to be accounted for
after five years. Network equipment will be replaced or upgraded at 80 percent of its original
cost, miscellaneous implementation costs will be at 100 percent, and last mile and CPEs will be
at 100 percent. The model plans for a depreciation reserve account starting in year three - this
funds future electronics replacements and upgrades.

Table 23 shows operating expenses for years one, five, 10, 15, and 20. As seen, some expenses
will remain constant while others will increase as the network matures and the customer base

increases.
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Table 23: Operating Expenses in Years 1, 5, 10, 15, and 20 - Wholesale Model

Operating Expenses
Support Services
Insurance
Utilities
Office Expenses
Facility Lease
Locates & Ticket Processing
Peering
Contingency
Billing Maintenance Contract
Fiber & Network Maintenance
Vendor Maintenance Contracts
Legal and Lobby Fees
Planning
Consulting
Marketing
Education and Training
Customer Handholding
Customer Billing (Unit)
Allowance for Bad Debts
Churn (acquisition costs)
Pole Attachment Expense

Internet

Sub-Total

Labor Expenses

Sub-Total

Total Expenses

Table 24 shows the income statement for years one, five, 10, 15, and 20.

Year 1 Year 5 Year 10 Year 15 Year 20
S- S- S- S- S-
25,000 50,000 50,000 50,000 50,000
6,000 6,000 6,000 6,000 6,000
8,000 31,000 31,000 31,000 31,000
10,000 25,000 25,000 25,000 25,000
10,000 20,000 20,000 20,000 20,000
16,000 55,000 55,000 55,000 55,000
- 83,000 83,000 83,000 83,000
50,000 10,000 10,000 10,000 10,000
50,000 10,000 10,000 10,000 10,000
30,000 15,000 15,000 15,000 15,000
7,000 11,000 11,000 11,000 11,000
- 5,000 5,000 5,000 5,000
30,000 41,000 41,000 41,000 41,000
$242,000 $362,000 $362,000 $362,000 $362,000
$330,750 $572,250 $572,250 $572,250 $572,250
$330,750 $572,250 $572,250 $572,250 $572,250
$572,750 $934,250 $934,250 $934,250 $934,250
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Table 24: Income Statement - Wholesale Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
a. Revenues
Internet - Business $207,000 $2,460,000 $2,460,000 $2,460,000 $2,460,000
Connection Fee (net) 64,000 - - - -
Per Passing - - - - -

Per Customer - - - - -
Provider Fee - - - - -
Assessments - - - - -
Ancillary Revenues - - - - -

Total $271,000 $2,460,000 $2,460,000 $2,460,000 $2,460,000

b. Content Fees

Internet $30,000 $41,000 $41,000 $41,000 $41,000
Total $30,000 $41,000 $41,000 $41,000 $41,000

c. Operating Costs

Operation Costs $212,000 $321,000 $321,000 $321,000 $321,000
Labor Costs 330,750 572,250 572,250 572,250 572,250
Total $542,750 $893,250 $893,250 $893,250 $893,250
d. EBITDA $(301,750) $1,525,750 $1,525,750 $1,525,750 $1,525,750
e. Depreciation 233,000 1,253,000 623,000 616,000 616,000

f. Operating Income (EBITDA less
Depreciation) $(534,750) $272,750 $902,750 $909,750 $909,750

g. Non-Operating Income

Interest Income S- $4,000 $4,000 $2,0000 $1,0000
Interest Expense (10 Year Bond) - - - - -
Interest Expense (20 Year Bond) (175,000) (593,000) (469,000) (310,000) (108,000)

Interest Expense (Loan) - - - - -
Total $ (175,000) S (465,000) $ (465,000) S (308,000) $(107,000)

h. Net Income (before taxes) $ (709,750) S (316,250) $437,750 $601,750 $802,750
i. Facility Taxes S - S- S- S- S-
j- Net Income $ (709,750) S (316,250) $437,750 $601,750 $802,750

Table 25 shows the cash flow statement for years one, five, 10, 15, and 20.
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Table 25: Cash Flow Statement - Wholesale Model

Cash Flow Statement
a. Net Income

b. Cash Outflows
Debt Service Reserve
Interest Reserve
Depreciation Reserve
Financing
Capital Expenditures
Total

c. Cash Inflows
Interest Reserve
Depreciation Reserve

Investment Capital

Start Up Funds

Grants (infrastructure)
Grants (customer premises)
10-Year Bond/Loan Proceeds
20-Year Bond Proceeds

Loan Proceeds

Total
d. Total Cash Outflows and Inflows

e. Non-Cash Expenses - Depreciation

f. Adjustments

Proceeds from Additional Cash Flows
(10 Year Bond)

Proceeds from Additional Cash Flows
(20 Year Bond)

Proceeds from Additional Cash Flows
(Loan)

g. Adjusted Available Net Revenue

h. Principal Payments on Debt
10 Year Bond Principal
20 Year Bond Principal
Loan Principal
Total
j- Cash Balance
Unrestricted Cash Balance
Depreciation Reserve
Interest Reserve
Debt Service Reserve

Total Cash Balance

Year 1l Year 5 Year 10 Year 15 Year 20
$ (709,750) $ (316,250) $437,750 $601,750 $802,750
$ (175,000) S- S- S- S-
(350,000) - - - -
- (439,000) (218,000) (216,000) (216,000)
(35,000) - - - R
(2,583,000) - - - -
S (3,143,000) $ (439,000) $ (218,000) S (216,000) $ (216,000)
$175,000 $105,000 $- $- $-
3,500,000 - - - -
$3,675,000 $105,000 S- S- S-
$532,000  $(334,000) $ (218,000) S (216,000) $ (216,000)
$233,000 $1,253,000 $623,000 $616,000 $616,000
S- S- $- S- S-
s (315001000) s - S - S - s -
S- S- $- S- S-
S (3,444,750) $602,750 $842,750 $1,001,750 $1,202,750
S- S- S- S- S-
- 450,000 574,000 732,000 935,000
S- $450,000 $574,000 $732,000 $935,000
$55,250 $57,250 $909,000 $2,257,750 $3,601,500
- 1,132,000 1,154,000 366,000 (118,000)
175,000 - - - -
175,000 630,000 630,000 630,000 630,000
$405,250 $1,819,250 $2,693,000 $3,253,750 $4,113,500

81



Fiber Optic Master Plan | January 2017

Significant network expenses—known as “capital additions”—are incurred in the first few years
during the construction phase of the network. These represent the equipment and labor
expenses associated with building, implementing, and lighting a fiber network. Table 26 shows
the capital additions costs in years one, two, and three, and the total for years one through three.

This analysis projects that the capital additions in year one will total approximately $2.6 million.
These costs will total approximately $3.5 million in year two, $1.8 million in year three, and $2.6
million in year four. This totals just over $10.5 million for total capital additions costs for years

one through four.
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Table 26: Capital Additions - Wholesale Model
Capital Additions Year 1 Year 2 Year 3 Year 4
Network Equipment
Core Network Equipment $380,000 $- S- S-
TBD - - - ;
Additional Annual Capital - - - -
Total $380,000 $- $- S-
Outside Plant and Facilities
Total Backbone and FTTP $1,635,000 $2,726,000 $1,090,000 S-
Additional Annual Capital - - - -
Total $1,635,000 $2,726,000 $1,090,000 S-
Last Mile and Customer Premises Equipment
CPE (residential and small commercial) $91,000 $182,000 $182,000 $638,000
CPE (medium commercial) 18,000 36,000 35,000 124,000
CPE (enterprise) 6,000 10,000 10,000 36,000
Average Drop Cost 263,000 525,000 523,000 1,836,000
Additional Annual Replacement Capital - - - -
Total $378,000 $753,000 $750,000 $2,634,000
Miscellaneous Implementation Costs
Splicing S- $- $- $-
Vehicles 50,000 - - -
Emergency Restoration Kit 50,000 - - -
Work Station, Computers, and Software 5,000 4,000 - 2,000
Fiber OTDR and Other Tools 85,000 - - -
Generators & UPS - - - -
0SS - - - -
Additional Annual Capital - - - -
Total $190,000 $4,000 S- $2,000
Replacement Costs for Depreciation
Network Equipment $- $- $- $-
Customer Premises Equipment - - - -
Miscellaneous Implementation Costs - - - -
Total S- S- S- S-
Total Capital Additions $2,583,000 $3,483,000 $1,840,000 $2,636,000

7.3.2 Operating and Maintenance Expenses

The cost to deploy an FTTP network goes far beyond fiber implementation. Network deployment
requires additional staffing for sales and marketing, network operations, and other functions.
The addition of new staff and inventory requirements will require office and warehousing space:

e Expand office facilities for management, technical and clerical staff
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e Provide warehousing for receipt and storage of cable and hardware for the installation
and on-going maintenance of the broadband infrastructure
e Establish location to house servers, switches, routers, and other core-network equipment

Training new and existing staff is important to fully realize the economies of starting the FTTP
network. The training will be particularly important in the short-term as the new enterprise
establishes itself as a unique entity providing services distinct from services provided by the City
today.

The expanded business and increased responsibilities will require the addition of new staff. Even
in the wholesale service model - marketing and sales are critical. It is important to be proactive
in setting expectations, addressing security concerns, and educating the ISPs on how to initiate
services.

The initial additional positions, staffing levels, and base salaries are shown in Table 27. Please
note that, in the financial model, a 40 percent overhead is added to the salaries listed below.

Table 27: Labor Expenses - Wholesale Model

Year 1 Year 2 Year 3 Year 4 Year 5+ Labor Cost
New Employees

Business Manager 0.50 1.00 1.00 1.00 1.00 130,000
GIS 0.50 1.00 1.00 1.00 1.00 80,000
Communications - Sales 0.25 0.25 0.25 0.25 0.25 75,000
Customer Service Representative - - - - - 65,000
Service Technicians/Installers & IT Support 1.00 1.00 1.00 2.00 2.00 90,000
Fiber Plant O&M Technicians 0.25 1.00 1.00 1.00 1.00 90,000
Total New Staff 2.5 4.25 4.25 5.25 5.25

7.3.3 Summary of Operating and Maintenance Expenses
Additional key operating and maintenance assumptions include:

e Salaries and benefits are based on estimated market wages. See Table 27 for a list of
staffing requirements. Benefits are estimated at 40 percent of base salary.

e Insurance is estimated to be $25,000 in year one and $50,000 from year two on.

e Office expense allocations are estimated to be $6,000 per year

e Locates and ticket processing are estimated to start in year one at $8,000, increase to
$15,000 in year two, and increase to $31,000 from year three on.

e Contingency is estimated to be $10,000 in year one and $25,000 from year two on.

e Billing and maintenance contract fees are estimated at $10,000 in year one, and $20,000
from year two on.

e Legal fees are estimated to be $50,000 in year one, and $10,000 from year two on.

84



Fiber Optic Master Plan | January 2017

e Consulting fees are estimated at $50,000 in year one, and $10,000 from year three on.
e Marketing and promotional expenses are estimated to be $30,000 in year one, and
$15,000 from year two on.

Vendor maintenance contract fees are expected to start at $43,000 in year two, $52,000 in year
three, and $83,000 year four on. Annual variable and operating expenses not including direct
Internet access include:

e Education and training are calculated as 2 percent of direct payroll expense.
e Customer billing is estimated to be $0.25 per bill per month.

Fiber network maintenance costs are calculated at 1 percent of the total construction cost, per
year. This is estimated based on a typical rate of occurrence in an urban environment, and the
cost of individual repairs. This is in addition to staffing costs to maintain fiber.

Internet and peering is estimated at $1.25 per Mbps per month for the first 2 Gbps and $1.00 per
Mbps per month thereafter.

7.3.4 Take-Rate Sensitivity

This section shows the large impact that fluctuations in take rate can have on financial modeling.
In the following tables, we show the financial projections for take rates of 50 percent, 40 percent,
and 30 percent.

As discussed in the retail model, obtaining a 60 percent take rate is considered aggressive, and
will likely be difficult to obtain and maintain. Realistically, we would expect a 35 percent to 45
percent take rate.

Table 28, below, shows financial projections for a 50 percent take rate. While projections for year
one are identical to our base case scenario of 60 percent (seen in Table 22, above), the City’s
unrestricted cash balance shows a loss of approximately $641,000 by year five, and this continues
to increase. By year 20, the unrestricted cash balance shows a loss of approximately $1.6 million.
This is a $5.2 million difference between the base case scenario with a 60 percent take rate and
a scenario with a 50 percent take rate.

85



Fiber Optic Master Plan | January 2017

Table 28: Take Rate Reduced to 50 Percent - Wholesale Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $271,000 $2,053,000 $2,053,000 $2,053,000 $2,053,000
Total Cash Expenses (572,750) (918,250) (918,250) (918,250) (918,250)
Depreciation (233,000) (1,102,000) (578,000) (570,000) (570,000)
Interest Expense (175,000) (549,000) (432,000) (284,000) (94,000)
Taxes - - - - -
Net Income $ (709,750) $ (516,250) $124,750 $280,750 $470,750

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $55,250 S (640,750)  $(1,226,000) $(1,422,250) S (1,621,500)
Depreciation Reserve - 1,026,000 1,087,000 447,000 111,000
Interest Reserve 175,000 - - - -
Debt Service Reserve 175,000 590,000 590,000 590,000 590,000
Total Cash Balance $405,250 $975,250 $451,000 S (385,250) $(920,500)

As take rate continues to decrease, financial projections follow suit. As shown in Table 29, below,

unrestricted cash balance for a take rate of 40 percent falls to a deficit of nearly $1.5 million by

year five. This negative balance continues to grow to over $7 million by year 20. Further, with a

take rate of 40 percent, the City would not generate a positive net income until year 20.

Compared to the base model, a 40 percent take rate will dramatically affect unrestricted cash

balance, resultin a nearly $1.5 million difference by year five, and an over $10.5 million difference

by year 20.
Table 29: Take Rate Reduced to 40 Percent - Wholesale Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $271,000 $1,632,000 $1,632,000 $1,632,000 $1,632,000
Total Cash Expenses (572,750) (903,250) (903,250) (903,250) (903,250)
Depreciation (233,000) (952,000) (532,000) (524,000) (524,000)
Interest Expense (175,000) (504,000) (395,000) (257,000) (81,000)
Taxes - - - - -
Net Income $ (709,750) $(727,250) $ (198,250) $ (52,250) $ 123,750

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $55,250  $(1,447,750) $(3,501,000) S (5,268,250) $(7,039,500)
Depreciation Reserve - 920,000 1,020,000 525,000 334,000
Interest Reserve 175,000 - - - -
Debt Service Reserve 175,000 545,000 545,000 545,000 545,000
Total Cash Balance $405,250 $17,250  $(1,936,000) S$(4,198,250) S (6,160,500)

Table 30 shows our lowest projected take rate of 30 percent. In this model, the unrestricted cash

balance is a deficit of over $2 million by year five, and the deficit continues to grow to over $12

86



Fiber Optic Master Plan | January 2017

million by year twenty. In this model, the City is unable to generate a positive net income over

the course of 20 years.

In comparison to our base model of a 60 percent take rate, the difference in unrestricted cash

balance by year five is over $2.2 million, and nearly $16 million by year 20.

Table 30: Take Rate Reduced to 30 Percent - Wholesale Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $271,000 $1,226,000 $1,226,000 $1,226,000 $1,226,000
Total Cash Expenses (572,750) (893,250) (893,250) (893,250) (893,250)
Depreciation (233,000) (801,000) (486,000) (479,000) (479,000)
Interest Expense (175,000) (465,000) (362,000) (234,000) (68,000)
Taxes - - - - -
Net Income S (709,750) $ (933,250) $ (515,250) $ (380,250) S (214,250)

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $55,250  $(2,155,750) $(5,671,000) $(9,014,250) $(12,358,500)
Depreciation Reserve - 814,000 952,000 610,000 572,000
Interest Reserve 175,000 - - - -
Debt Service Reserve 175,000 505,000 505,000 505,000 505,000
Total Cash Balance $405,250 S (836,750) $(4,214,000) $(7,899,250) $(11,281,500)

7.4 Dark Fiber Model Financial Analysis

The financial analysis for all scenarios presented here represents a minimum requirement for the
City to break even each year, excluding any potential revenue from other dark fiber lease
opportunities that may be available to the City.

The base case scenario assumes that the City’s private partner will pay a fee of $40 per passing
per month, with no upfront or balloon payments. Based on an assumption that the City will
deploy an FTTP network in the identified business area, the financial model applies the fee to all
business premises in the identified service area. The current model keeps constant the $40 per
passing fee, though the City and its partner could negotiate periodic increases.

Please note there is no market data or examples of the dark fiber model with a business focus.
For example, in its agreement with Huntsville Utilities in Huntsville, Alabama, Google Fiber pays
under $10 per month per passing, but this is for residences only—no businesses are included.
The per-passing fee is the largest “risk” in the model and could be tested with the recommended
RFI.

Further, the $40 fee is based on a full recovery of capital and expenses. The FTTP deployment is
likely to have additional economic development and other benefits that are not easily measured.
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In recognition of these benefits, the City could choose to provide funding to the proposed
enterprise that would lower the required per passing fee.

The financial analysis for the base case scenario is as follows:

Table 31: Base Case Financial Analysis - Dark Fiber Model

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $6,140 $1,226,880 $1,226,880 $1,226,880 $1,226,880
Total Cash Expenses (373,750) (549,250) (549,250) (549,250) (549,250)
Depreciation (119,000) (311,000) (311,000) (311,000) (311,000)
Interest Expense (130,000) (351,000) (275,000) (176,000) (51,000)
Taxes - - - - -
Net Income S (616,610) $15,630 $91,630 $190,630 $315,630

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $(6,610) $10,340 $25,490 $40,640 $56,790
Depreciation Reserve - 141,000 185,000 229,000 273,000
Interest Reserve 130,000 - - - -
Debt Service Reserve 130,000 380,000 380,000 380,000 380,000
Total Cash Balance $253,390 $531,340 $590,490 $649,640 $709,790

Please note that we used a “flat model” in the analysis, which means that inflation and operating
cost increases (including salaries) are not used because it is assumed that operating cost
increases will be offset by increases in operator lease payments over time (and likely passed on
to subscribers in the form of increased prices). We anticipate that the City will apply an inflation
factor, typically based on a Consumer Price Index (CPI), to the portion of the per-subscriber fee
that covers projected operating expenses during negotiations with a private partner. Please note
that it is not appropriate to apply a CPI to the entire passing fee because most of the fee is to
support the principal and interest on the debt service.

This document presents an overview of the financial model; we have provided the City with a
complete financial model in Excel format. Because the Excel spreadsheets can be manipulated to
show the impact of changing assumptions it will be an important tool for the City to use as it
negotiates with a private partner.

This analysis does not contain any potential revenue from wireless ISPs that are looking for
connectivity to wireless access points. A wireless ISP could leverage the FTTP infrastructure and
avoid drop costs and investment in the electronics for the FTTP network. The use of the fiber is
dependent upon the wireless technologies implemented by the wireless ISP.
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7.4.1 Cost Implications of the Dark Fiber Model

The financial analysis in this section assumes that the City constructs and owns the FTTP
infrastructure up to a demarcation point at the optical tap near each residence and business, and
leases the dark fiber backbone and distribution fiber to a private partner. The private partner
would be responsible for all network electronics, fiber drops to subscribers, and CPEs—as well as
network sales, marketing, and operations.

Figure 11: Demarcation Between City and Partner Network Elements
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Using 100 percent underground construction, the dark FTTP network deployment for the
business park will cost approximately $5.5 million, including OSP construction labor, materials,
engineering, permitting, and pole attachment licensing. This estimate does not include and
electronics, subscriber equipment, or drops.

Table 32: Breakdown of Estimated Dark Fiber Model Cost (aerial and underground

construction)
Cost Component Total Estimated Cost

OSP Engineering $519,000

Quality Control/Quality Assurance 192,000

General OSP Construction Cost 3,158,000

Special Crossings 703,000

Backbone and Distribution I?Iz‘;mt 139,000
Splicing

Backbone Hub, Termination, a‘nd 475,000
Testing

FTTP Lateral Installations 265,000

Total Estimated Cost: $5,451,000
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The above estimates assume that the City constructs and owns the FTTP infrastructure up to a
demarcation point at the optical tap near each business, and leases the dark fiber backbone and
distribution fiber to a private partner. The private partner would be responsible for all network
electronics, fiber drops to subscribers, and CPEs—as well as network sales, marketing, and
operations.

The ownership of the drops is an assumption that could be changed through negotiation with a
private partner—as, indeed, could many of the assumptions underpinning this analysis. We have
chosen this key parameter for the base case scenario because we believe this approach presents
a reasonable balance of costs, control, and risk for the City. (City ownership of the drops, for
example, would increase the City’s control, but also significantly increase the City’s costs.)

In a related vein, we note that some network operators suggest that the network’s optical
splitters should be a part of the Layer 1 or dark fiber assets. We caution against this approach.
The network operator (i.e., the City’s partner) should maintain the splitters because, as operator
of the electronics, it must determine and control the GPON network split ratio to meet the
network’s performance standards. This may involve moving power users to GPON ports with
lower split ratios, or moving users to different splitters to manage the capacity of the GPON ports.
The City should not be involved in this level of network management. Also, the City should not
have to inventory various sized splitters or swap them as the network operator makes changes.
Even if the City were to decide to purchase some of the optical splitters for the network, we
believe it should be the network operator’s responsibility to manage and maintain the splitters.

7.4.2 Financing Costs and Operating Expenses

For the base financial analysis, we used the OSP costs for a combination aerial and underground
construction. In the scenarios, we show the impact of the increased costs for an all-underground
deployment.

This financial analysis assumes that the City will cover all its capital requirements with general
obligation (GO) bonds. We assumed that the City’s bond rate would be 5 percent.

We expect that the City will take three 20-year bonds—one each in years one, two, and three—
for a total of $7.6 million in financing. (The difference between the financed amount and the total
capital costs represents the amount needed to maintain positive cash flow in the early years of
network deployment.) The resulting principal and interest (P&I) payments will be the major
factor in determining the City’s long-term financial requirements; P&I accounts for about 53
percent of the City’s annual costs in our base case model after the construction period.

We project that the bond issuance costs will be equal to 1.0 percent of the principal borrowed.
For the bond, a debt service reserve account is maintained at 5.0 percent of the total issuance
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amount. An interest reserve account will be maintained for the first two years. Principal
repayment on the bonds will start in year two.

The model assumes a straight-line depreciation of assets, and that the OSP and materials will
have a 20-year life span. Because we assume the City’s partner will be responsible for network
electronics and CPE, we have not included depreciation or replacement costs for that equipment
(although we note that, typically, network equipment would be replaced after 10 years, while
CPE and last-mile infrastructure would be depreciated over five years). The model plans for a
depreciation reserve account starting in year three to fund future replacements and upgrades.

Table 33 shows the income statement for years one, five, 10, 15, and 20.
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Table 33: Income Statement - Dark Fiber Model

Income Statement
a. Revenues
Internet - Business
Connection Fee (net)
Per Passing
Per Customer
Provider Fee
Assessments

Ancillary Revenues

Total
b. Content Fees
Internet

Total
c. Operating Costs
Operation Costs
Labor Costs

Total

d. EBITDA

e. Depreciation

f. Operating Income (EBITDA less
Depreciation)

g. Non-Operating Income
Interest Income
Interest Expense (10 Year Bond)
Interest Expense (20 Year Bond)
Interest Expense (Loan)

Total

h. Net Income (before taxes)

i. Facility Taxes

j- Net Income

Year 1 Year 5 Year 10 Year 15 Year 20
$- $- $- $- $-
6,140 1,226,880 1,226,880 1,226,880 1,226,880
$6,140 $1,226,880 $1,226,880 $1,226,880 $1,226,880
$- $- $- $- $-
$- S- $- $- $-
$169,000 $194,000 $194,000 $194,000 $194,000
204,750 355,250 355,250 355,250 355,250
$373,750 $549,250 $549,250 $549,250 $549,250
S (367,610) $ 677,630 $ 677,630 $677,630 $677,630
119,000 311,000 311,000 311,000 311,000
S (486,610) $366,630 $366,630 $366,630 $366,630
S- $1,000 $1,000 $2,000 $2,000
(130,000) (352,000) (276,000) (178,000) (53,000)
$ (130,000) S (275,000) S (275,000) $ (176,000) $ (51,000)
S (616,610) $15,630 $91,630 $190,630 $315,630
$- $- $- $- $-
S (616,610) $15,630 $91,630 $190,630 $315,630
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Table 34 shows the cash flow statement for years one, five, 10, 15, and 20.
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Table 34: Cash Flow Statement - Dark Fiber Model
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Cash Flow Statement
a. Net Income

b. Cash Outflows
Debt Service Reserve
Interest Reserve
Depreciation Reserve
Financing
Capital Expenditures

Total

c. Cash Inflows
Interest Reserve
Depreciation Reserve

Investment Capital

Start Up Funds

Grants (infrastructure)
Grants (customer premises)
10-Year Bond/Loan Proceeds
20-Year Bond Proceeds

Loan Proceeds

Total

d. Total Cash Outflows and
Inflows

e. Non-Cash Expenses -
Depreciation

f. Adjustments

Proceeds from Additional
Cash Flows (10 Year Bond)
Proceeds from Additional
Cash Flows (20 Year Bond)
Proceeds from Additional
Cash Flows (Loan)

g. Adjusted Available Net
Revenue

h. Principal Payments on
Debt

10 Year Bond Principal

20 Year Bond Principal

Loan Principal

Total

Year 1 Year 5 Year 10 Year 15 Year 20
$ (616,610) $15,630 $91,630 $190,630 $315,630
$ (130,000) $- S- S- $-
(260,000) - - - R
- (47,000) (47,000) (47,000) (47,000)
(26,000) - - - R
(1,823,000) - - - -
$ (2,239,000) S (47,000) S (47,000) S (47,000) S (47,000)
$130,000 $- $- $- $-
2,600,000 - - - -
$ 2,730,000 S- S- $- $-
$491,000 S (47,000) S (47,000) S (47,000) S (47,000)
$119,000 $311,000 $311,000 $311,000 $311,000
$- $- S- $- $-
$ (2,600,000) $- S- S- S-
$- $- S- $- $-
$ (2,606,610) $279,630 $355,630 $454,630 $579,630
$- $- S- S- $-
- 277,000 353,000 451,000 576,000
S- $277,000 $353,000 $451,000 $576,000
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j- Cash Balance

Unrestricted Cash Balance S (6,610) $10,340 $25,490 $40,640 $56,790
Depreciation Reserve - 141,000 185,000 229,000 273,000
Interest Reserve 130,000 - - - -
Debt Service Reserve 130,000 380,000 380,000 380,000 380,000
Total Cash Balance $253,390 $531,340 $590,490 $649,640 $709,790

Significant network expenses—known as “capital additions”—are incurred in the first few years
during the construction phase of the network. These represent the equipment and labor
expenses associated with building a fiber network. (Again, because the City’s responsibility will
be limited to OSP, we have not included any costs for core network equipment, drops, or CPE.)
This analysis projects that the capital additions (including vehicles and test equipment) in year
one will total approximately $1.8 million. These costs will total approximately $2.7 million in year
two, and $1.1 million in year three. This totals just over $5.6 million in capital additions for years
one through three.
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Table 35 - Capital Additions - Dark Fiber Model

Capital Additions
Network Equipment
Core Network Equipment
TBD

Additional Annual Capital

Outside Plant and Facilities
Total Backbone and FTTP

Additional Annual Capital

Year 1

Total S-

$1,635,000

Total $1,635,000

Last Mile and Customer Premises Equipment

CPE (residential and small commercial)
CPE (medium commercial)

CPE (enterprise)

Average Drop Cost

Additional Annual Replacement Capital

Miscellaneous Implementation Costs
Splicing

Vehicles

Emergency Restoration Kit

Work Station, Computers, and Software
Fiber OTDR and Other Tools

Generators & UPS

0SS

Additional Annual Capital

Replacement Costs for Depreciation
Network Equipment

Customer Premises Equipment
Miscellaneous Implementation Costs

Total Capital Additions

Total S-

Total $188,000

Total S-

$1,823,000

7.4.3 Operating and Maintenance Expenses
The cost to deploy an FTTP network goes far beyond fiber implementation. Network deployment

Year 2

$2,726,000

$2,726,000

$2,729,000

Year 3

$1,090,000

$1,090,000

$1,090,000

requires network maintenance and technical operations, and other functions. In this model, we

assume that the City’s partner will be responsible for lighting the fiber and selling services, so the

City’s financial requirements are limited to expenses related to OSP infrastructure and network

administration.
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These expanded responsibilities will require the addition of new staff. We assume the City will
add a total of three and three-quarters full-time-equivalent (FTE) positions within the first three
years, and will then maintain that level of staffing. Our assumptions include one-half FTE for
management, one FTE for GIS, one-quarter FTE for communication support, and one FTE for fiber
plant maintenance and operations. Salaries and benefits are based on estimated market wages,
and benefits are estimated at 40 percent of base salary.

Some of these responsibilities can be contracted out, while some can be absorbed into existing
positions within the City. Each City’s circumstances is unique, and the skill sets that exist within
an organization will inform to what degree responsibilities must be contracted out. We
encourage the City to train internal staff for all record-keeping responsibilities—particularly
network details such as fiber strand usage and locations. We cannot overstate the importance of
keeping meticulous records on the fiber to maintain the long-term integrity of the network, and
keeping this function in-house gives the City the greatest degree of control over these records’
accuracy.

Locates and ticket processing will be significant ongoing operational expenses for the City. Based
on our experience in other cities, we estimate that a contract for locates will cost $8,000 in year
one, increase to $15,000 in year two, and increase to $31,000 from year three on. (If the City
decides to perform this work in-house, the contract expense would be eliminated—but staffing
expenses would increase.)

Additional key operating and maintenance assumptions include the following:

e Insurance is estimated to be $25,000 in year one and $50,000 from year two on.

e Office expenses are estimated to be $2,400 annually.

e Contingency expenses are estimated at $10,000 in year one and $25,000 in subsequent
years.

e Legal fees are estimated to be $50,000 in year one and $10,000 from year two on.

e Consulting fees are estimated at $50,000 in year one and $10,000 from year two on.

Fiber network maintenance costs are calculated at one percent of the total construction cost, per
year. This is estimated based on a typical rate of occurrence in an urban environment, and the
cost of individual repairs. This is in addition to staffing costs to maintain the fiber.

Table 36 lists the City’s projected operating expenses for years one, five, 10, 15, and 20.
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Table 36: Operating Expenses Dark Fiber Model

Operating Expenses
Support Services
Insurance
Utilities
Office Expenses
Facility Lease
Locates & Ticket Processing
Peering
Contingency
Billing Maintenance Contract
Fiber & Network Maintenance
Vendor Maintenance Contracts
Legal and Lobby Fees
Planning
Consulting
Marketing
Education and Training
Customer Handholding
Customer Billing (Unit)
Allowance for Bad Debts
Churn (acquisition costs)
Pole Attachment Expense
Internet

Sub-Total

Labor Expenses
Sub-Total

Total Expenses

7.4.4 Revenue

Year 1 Year 5 Year 10 Year 15 Year 20
S- S- $- $- $-
25,000 50,000 50,000 50,000 50,000
6,000 6,000 6,000 6,000 6,000
8,000 31,000 31,000 31,000 31,000
10,000 25,000 25,000 25,000 25,000
16,000 55,000 55,000 55,000 55,000
50,000 10,000 10,000 10,000 10,000
50,000 10,000 10,000 10,000 10,000
4,000 7,000 7,000 7,000 7,000
$169,000 $194,000 $194,000 $194,000 $194,000
$204,750 $355,250 $355,250 $355,250 $355,250
$204,750 $355,250 $355,250 $355,250 $355,250
$373,750 $549,250 $549,250 $549,250 $549,250

The base case scenario assumes that the City’s private partner will pay a fee of $40 per passing

per month, with no upfront or balloon payments. Based on an assumption that the City will

deploy a ubiquitous FTTP network in the business park. The financial model applies the fee to all

business premises in the business park. The current model keeps that $40 per passing fee

constant, although the City and its partner could negotiate periodic increases.

Operating and maintenance expenses account for approximately 47 percent of the City’s total

annual costs. (P&l payment on debt is the remaining amount.) At a minimum, 47-percent of the

per-passing fee should be increased by a CPl each year.
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In the scenarios below, we show the sensitivity of the monthly fee.

7.4.5 Dark Fiber Fee Sensitivity
This section demonstrates the sensitivity of the financial projections to changes in per passing
fee. We show the financial projects for fees at $35, $30, and $25 per passing per month.

Table 37, below, shows financial analysis for a $35 per month passing fee. In this model, the
unrestricted cash balance shows a loss of approximately $435,000 by year five, and more than
$2.6 million by year 20.

Compared to our base model of a $40 per-month passing fee, the decreased fee results in an
unrestricted cash balance difference of $760 at year one, growing to an approximately $445,000
difference by year 5, and ultimately a difference of over $2.7 million by year 20.

Table 37: Dark Fiber Model Financial Analysis - $35 Per Month Passing Fee

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $5,380 $1,073,520 $1,073,520 $1,073,520 $1,073,520
Total Cash Expenses (373,750) (549,250) (549,250) (549,250) (549,250)
Depreciation (119,000) (311,000) (311,000) (311,000) (311,000)
Interest Expense (130,000) (351,000) (275,000) (176,000) (51,000)
Taxes - - - - -
Net Income $(617,370) $(137,730) S (61,730) $37,270 $162,270

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $(7,370) $(435,160) $(1,186,810) $(1,938,460) S (2,689,110)
Depreciation Reserve - 141,000 185,000 229,000 273,000
Interest Reserve 130,000 - - - -
Debt Service Reserve 130,000 380,000 380,000 380,000 380,000
Total Cash Balance $252,630 $85,840 $(621,810) $(1,329,460) $(2,036,110)

As the per-passing fee decreases, unrestricted cash balance and net income also decrease.
Table 38, below, shows financial projections for a $30 per month passing fee. Were the City to
charge this fee, we project an unrestricted cash balance deficit of $8,140 at year one, and that
deficit increasing to over $5 million by year 20.

In comparison to our base model of a $40 per month passing fee, a $S30 fee results in an
unrestricted cash balance difference of $1,530 at year 1, growing to a difference of nearly $5.5
million by year 20.
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Table 38: Dark Fiber Model Financial Analysis - $30 Per Month Passing Fee

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $4,610 $920,160 $920,160 $920,160 $920,160
Total Cash Expenses (373,750) (549,250) (549,250) (549,250) (549,250)
Depreciation (119,000) (311,000) (311,000) (311,000) (311,000)
Interest Expense (130,000) (351,000) (275,000) (176,000) (51,000)
Taxes - - - - -
Net Income $ (618,140) $ (291,090) $ (215,090) $ (116,090) $ 8,910

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance S (8,140) $(880,680) $(2,399,130) $(3,917,580) $(5,435,030)
Depreciation Reserve - 141,000 185,000 229,000 273,000
Interest Reserve 130,000 - - - -
Debt Service Reserve 130,000 380,000 380,000 380,000 380,000
Total Cash Balance $251,860 $ (359,680) $(1,834,130) $(3,308,580) $(4,782,030)

Table 39, below, shows our projections for the lowest passing fee of $25 per month. In this

projection, the unrestricted cash balance begins as a deficit of $8,910, with that deficit growing

to $8.1 million by year twenty. Further, this per-passing fee is unable to generate positive net

income over the twenty-year projection.

In comparison to our base model, a $25 per month passing fee results in a difference of $2,300

at year one, $1.3 million difference by year five, and ultimately an $8.2 million difference by year

20.

Table 39: Dark Fiber Model Financial Analysis - $25 Per Month Passing Fee

Income Statement Year 1 Year 5 Year 10 Year 15 Year 20
Total Revenues $3,840 $766,800 $766,800 $766,800 $766,800
Total Cash Expenses (373,750) (549,250) (549,250) (549,250) (549,250)
Depreciation (119,000) (311,000) (311,000) (311,000) (311,000)
Interest Expense (130,000) (351,000) (275,000) (176,000) (51,000)
Taxes - - - - -
Net Income $ (618,910) S (444,450) S (368,450) $ (269,450) S (144,450)

Cash Flow Statement Year 1 Year 5 Year 10 Year 15 Year 20
Unrestricted Cash Balance $(8,910) $(1,326,190) $(3,611,440) $(5,896,690) S (8,180,940)
Depreciation Reserve - 141,000 185,000 229,000 273,000
Interest Reserve 130,000 - - - -
Debt Service Reserve 130,000 380,000 380,000 380,000 380,000
Total Cash Balance $251,090 $(805,190) $(3,046,440) $(5,287,690) S (7,527,940)
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Appendix A: Glossary of Terms

The descriptions in our FTTP design and cost estimate analysis are highly technical and make use
of several acronyms that can be confusing, especially to a non-technical audience. While we try
to define each acronym the first time it appears in the text, we also believe that a glossary can
be a useful tool to navigate this document. This section outlines most of the acronyms that
appear in this analysis.

AE - Active Ethernet; a technology that provides a symmetrical (upload/download) Ethernet
service and does not share optical wavelengths with other users. For subscribers that receive
Active Ethernet service—typically business customers that request a premium service or require
greater bandwidth—a single dedicated fiber goes directly to the subscriber premises with no
optical splitting.

CPE — Customer premises equipment; the electronic equipment installed at a subscriber’s home
or business.

Distribution Fiber — The fiber in an FTTP network that connects the hub sites to the fiber
distribution cabinets (see below).

Drop — The fiber connection from an optical tap in the ROW to the customer premises.

FDC - Fiber distribution cabinet; houses the fiber connections between the distribution fiber and
the access fiber. FDCs, which can also house network electronics and optical splitters, can sit on
a curb, be mounted on a pole, or reside in a building.

Access Fiber — The fiber in an FTTP network that goes from the FDCs to the optical taps that are
located outside of homes and businesses in the rights-of-way.

FTTP - Fiber-to-the-premises; a network architecture in which fiber optics are used to provide
broadband services all the way to each subscriber’s premises.

GPON - Gigabit passive optical network; the most commonly provisioned FTTP service—used,
for example, by Verizon (in its FiOS systems), Google Fiber, and Chattanooga Electric Power Board
(EPB). GPON uses passive optical splitting, which is performed inside FDCs, to connect fiber from
the Optical Line Terminals (OLTs) to multiple customer premises over a single GPON port.

Hub — At the hub, optical splitting is used to distribute network services deeper into the
community, enabling eventual FTTP connections.

IP — Internet Protocol; the method by which computers share data on the Internet.

LEC - Local Exchange Carrier; a public telephone company that provides service to a local or
regional area.

MDU — Multi-dwelling unit (i.e., an apartment or office building).
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OLT — Optical Line Terminal; the upstream connection point (to the provider core network) for
subscribers. The choice of an optical interface installed in the OLT determines whether the
network provisions shared access (one fiber split among multiple subscribers in a GPON
architecture) or dedicated Active Ethernet access (one port for one subscriber).

OSP - Outside plant; the physical portion of a network (also called “layer 1”) that is constructed
on utility poles (aerial) or in conduit (underground).

0SS — Operational Support Systems (OSS); includes a provider’s provisioning platforms, fault and
performance management systems, remote access, and other operational support systems for
FTTP operations. OSS is housed in a network’s core locations.

OTT - Over-the-top; content, such as voice or video service, that is delivered over a data
connection.

Passing — A potential customer address (e.g., an individual home or business).

Peering — An interconnection between two service providers, or a service provider and an
application provider (Netflix, Dropbox, etc.) to facilitate faster, less-expensive connections.

PON - Passive optical network; uses passive optical splitting, which is performed inside FDCs, to
connect fiber from the OLTs to multiple customer premises over a single PON port.

POP - Point of presence; a physical location where network switches, routers, and servers are
housed. POPs frequently offer appropriate power, cooling, and security resources for network
equipment, peering (see above) and at times enable connections to multiple ISPs.

POTS — “Plain old telephone service;” delivered over the PSTN.

PSTN — Public switched telephone network; the copper-wire telephone networks that connect
landline phones.

QoS — Quality of service; a network’s performance as measured on a number of attributes.

ROW - Right-of-way; land reserved for the public good such as utility construction. ROW typically
abuts public roadways.

VolIP - Voice over Internet Protocol; telephone service that is delivered over a data connection.
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Appendix B: Assessment of Local Broadband Market
This Appendix is attached as a separate PDF file.
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Appendix C: Retail Financial Model (spreadsheet)
This Appendix is attached as a separate Microsoft Excel file.
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Appendix D: Wholesale Financial Model (spreadsheet)
This Appendix is attached as a separate Microsoft Excel file.
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Appendix E: Dark Fiber Financial Model (spreadsheet)
This Appendix is attached as a separate Microsoft Excel file.
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Appendix F: Online Business Survey Questions
This appendix is attached as a separate PDF file.
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Appendix G: Online Business Survey Results

To understand the potential market demand for fiber connectivity and related services among
Hayward businesses, CTC conducted an online survey in summer 2016. At a high level, the survey
showed that the respondents that completed the questionnaire are not overwhelmingly unhappy
with their current speeds, and that there is a modest willingness to switch to a higher-speed
service—but only if the price point is $75 per month or less.

Most of the businesses indicated that price, reliability, and speed are important factors for them
to consider as their connectivity needs evolve and they become increasingly dependent on cloud-
based business solutions to support their operations.

Survey Methodology

The survey was sent out via e-email on behalf of the City to approximately 2,600 businesses in
July 2016. An online survey mechanism enabled completion of the survey questionnaires over
the Internet. The survey was designed to collect a range of data to understand businesses’
current use of data and Internet services; satisfaction with current service providers; and interest
in new, higher-speed data and Internet service offerings.

The survey’s e-mail distribution list was culled from data purchased from InfoUSA on
approximately 900 businesses located in Hayward, in conjunction with email lists provided by the
City and Chamber of Commerce. CTC worked with City staff to develop a set of questions for
Hayward businesses, which were then entered into a survey instrument on SurveyMonkey, an
online tool that allows for customization, and provides granular output of responses in various
formats for analysis. The survey questionnaire is attached to this report as Appendix C.

50 recipients opted out of the survey; 18 emails were returned as undeliverable; and 1,545 emails
were unopened. Of the 1,006 potential respondents that opened the email, 183 clicked through.
There were 156 total responses through the email collector, which included the original email we
sent through SurveyMonkey.

In the weeks following the initial SurveyMonkey email notification, the City sent a follow-up email
outside the SurveyMonkey system, which contained a web link for potential respondents to
access the survey. There were 103 responses collected through the web link, for a total of 259
responses all together. Of the approximately 2,600 email recipients, there were 259 respondents
that filled out at least some portion of the survey.

While there were 259 responses to the survey, not every respondent completed the full survey,
as respondents were able to skip questions and answer questions only partially. We designed the
survey in this way to encourage respondents to answer questions for which they had a response,
while not forcing them to attempt to answer questions they do not believe are applicable to their
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business. Although this does not produce statistically valid results, it can provide insight into the
business community’s connectivity needs, their willingness to switch to a new provider, and what
role they believe the City should play in an FTTP deployment.

Further, a secondary purpose of the survey was to identify potential businesses that would be
willing to further discuss their connectivity needs, and their potential willingness to purchase
services from the City. The final questions in the survey prompted willing respondents to provide
specific information about their contact information and their willingness to speak in greater
detail with City representatives about their connectivity needs. While 77 respondents listed their
business’ specific address, only 41 respondents indicated a willingness to be contacted further.
CTC was able to reach 24 businesses for follow-up discussions.

Online Survey Results

As we noted, the survey had some inherent limitations, and the respondents are not truly
representative of a random selection of the population. Still, the City can potentially glean some
valuable information from the businesses that chose to respond, caveats aside.

The Majority of Responses Were from Small-to-Medium Size Businesses

91 percent of the responses were from businesses with only one location. Nearly half the
respondents to the business survey represented businesses with 1 to 4 employees, and more
than three-quarters (approximately 77.25 percent) came from businesses with less than 20
employees. About 14.5 percent of responses were from businesses with 20 to 99 employees, and
about 6.7 percent of responses were from businesses with 100 to 499 employees. Only about 1.5
percent of responses were from business with 500 or more employees. There were no responses
from businesses with more than 5,000 employees. See Figure 12, below.
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Figure 12: Respondents’ Number of Employees (Based on 255 Responses)
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Nearly half of the responses were from businesses with a sales volume of less than $500,000 per
year. A majority of businesses (approximately 83.3 percent) represented had an annual sales
volume of $5 million or less. Only approximately 3.5 percent of respondents represented
businesses with an annual sales volume of S50 million or greater.
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Figure 13: Respondents’ Annual Sales Volume (Based on 227 Responses)
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More than half of the respondents (approximately 57.2 percent) currently subscribe to either
cable or DSL; nearly 12 percent of respondents are connected via fiber; and slightly less than 7
percent are connected to a fractional or full T1. See Figure 14, below.
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Figure 14: Business Respondents’ Primary Internet Connection (Based on 201 Responses)
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Nearly Half of Respondents Are Satisfied with Current Internet Speeds

Price, Reliability, and Speed tend to be the most important factors that businesses consider when
evaluating their connectivity options, and when considering the possibility of switching providers.
Based on the 191 full responses to the question that prompted respondents to indicate the
importance of various aspects of their business Internet service, it appears that reliability is most
important, followed by price, and speed. Approximately 78 percent of respondents indicated that
reliability was somewhat or very important; approximately 76 percent indicated price was
somewhat or very important; and approximately 74 percent of respondents indicated that speed
was somewhat or very important. See Figure 15, below.
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Figure 15: Importance of Price, Reliability, and Speed (Based on 191 Responses)
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While speed appears to be an important attribute to the respondents, nearly half of the 197
respondents that fully answered the question indicated that their current Internet speed was fast
enough for their needs. Approximately 29 percent of respondents indicated that their current
speed was not bad, but not quite fast enough for their needs. Only a little over 10 percent of
respondents indicated that their current Internet speed was very slow, and approximately 13.7
percent indicated it was fairly slow. That group—approximately 23.9 percent of respondents to
the question—indicated that they would like to be connected at higher speeds.
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Figure 16: Respondents’ Satisfaction With Current Internet Speeds (Based on 197

Responses)
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It appears that most respondents are not particularly unhappy with various attributes of their

current service (see Figure 17, below). This does not mean that respondents would not consider

alternative service from a different provider, but it does indicate that the City would have to find

ways to differentiate itself to stand out among its competitors—particularly as a retail service

provider.
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Figure 17: Satisfaction with Current Internet Service Attributes (Based on 192 Responses)
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Pricing Sensitivity and Willingness to Switch Service Providers

Almost 60 percent of respondents indicated that they currently pay $100 or more per month for
their business Internet connection. Just over 10 percent of respondents indicated that they
currently pay $49 or less per month for their business Internet connection. Nearly 32 percent of
respondents indicated that they currently pay $50 to $99 per month. See Figure 18, below.
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Figure 18: Monthly Cost for Internet Services (Based on 183 Responses)
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Although most respondents appear to pay more than $75 per month, or somewhere near that
price point, there did not appear to be a significant willingness to switch to much higher speeds.
Nearly half of respondents (approximately 45 percent) indicated that they were somewhat or
very satisfied with the price of their current services—based on the 192 respondents that fully
answered the question. Still, only approximately 35 percent indicated that they were very or
somewhat dissatisfied with the price of their current services.

Just under 60 percent of respondents indicated that they would be “very willing” to switch to a
100 Mbps service for S75 per month, and only 10 percent indicated they would be “very
unwilling” to switch to 100 Mbps service for $75 per month. The respondents appear to be
particularly sensitive to price
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Figure 19: Respondents’ Willingness to Switch to 100 Mbps Service at Various Price Points
(Based on 142 Responses)
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Approximately 63 percent of respondents to the survey indicated they would be “very willing” to
switch to 1 Gbps service for S75 per month, which is a slightly higher willingness than those
respondents that indicated they would switch to 100 Mbps service at the same price point.
Respondents seem slightly more likely to switch service for higher speeds.
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Figure 20: Respondents’ Willingness to Switch to 1 Gbps Service at Various Price Points
(Based on 137 Responses)
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The City’s Role

One of the questions the survey asked all respondents was what role they believe the City should
play in facilitating broadband access in Hayward. Only approximately 15.6 percent of the 160
responses indicate a belief that the City should have no role. Just over 40 percent of respondents
indicate that the City should either install a network and offer services to the public or install a
network and lease it to competing private companies to offer services. Approximately 29.4
percent of respondents believe the City should encourage a private firm to build a fiber network
in Hayward. Approximately 14.4 percent of respondents do not know what role the City should
play. See Figure 21, Below.
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Figure 21: Main Role for the City With Respect to Broadband Access (Based on 160
Responses)
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Follow-Up Interviews with Select Businesses

As we noted, approximately 40 businesses indicated that they could be contacted further for
additional discussions. We managed to reach 24 unique businesses for follow-up conversations
to gather these businesses’ insights. Most of these respondents believe that the City has some
role in at least providing infrastructure to help manage the connectivity challenges in the market
today, and especially in the future. Only one respondent indicated the City should become a
provider, while only three respondents were on the opposite end of the spectrum and claimed
the City’s only role should be to expedite permits.

In general, the respondents that we reached indicated that they believe connectivity is critical
for their business operations, and their dependency on it is growing. This is especially true as
their business operations grow increasingly dependent on cloud computing. Most respondents
indicated that the current market does not meet their needs, and that the speed and reliability
of currently-available services is especially unlikely to meet their future needs as their businesses
grow and evolve.
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As is the case with many small- to medium-size businesses in other markets, connectivity options
are limited to only DSL or cable for many of the respondents to the business survey. There is a
shared perception that competition is lacking in the Hayward business market, and that it must
be increased in order to drive better choice for businesses. Further, choices are limited for
alternative services, or for back-up options to help offset the speed and reliability challenges
these businesses face with their primary providers.

While some of the respondents could purchase cable modem service through Comcast, it tends
to be much more expensive than AT&T’s DSL service, and the speeds and reliability do not
necessarily justify the increased cost. Still, satisfaction related to reliability and speed seems to
be marginally higher with Comcast than with AT&T. Most of these respondents claimed that the
customer service they receive from their current providers is not good, and they would prefer
more positive experiences when seeking support.
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1 Enterprise Market

This section provides an overview of competitive providers for dark fiber and lit services with
respect to the residential and small business customers within the City of Hayward. During our
research, we identified 14 service providers in the Hayward area that offer a range of services,
from dark fiber connectivity to data transport services, with speeds that range from 1 Mbps to
100 Gbps. Individual providers tailor these services to customers’ requirements (e.g., speed,
class of service). Greater proximity to the provider’s existing network infrastructure results in
lower service pricing. Providers typically prefer to offer transport services between locations on
their networks (on-net) and provision Multiprotocol Label Switching (MPLS) based services for
connecting locations that are off-net.

1.1 Dark Fiber Services
Four service providers in the City have dark fiber availability: Integra Telecom, Level 3, Line
Systems, and Zayo.

Integra Telecom, which operates primarily in the western U.S., has long-haul and metro fiber in
Hayward (Figure 1). Integra offers lease and Indefeasible Rights of Use (IRU) options.!

Figure 1: Integra Fiber Paths’
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! http://www.integratelecom.com/enterprise/products/pages/dark-fiber-network-provider.aspx, accessed June
2016.
? http://www.integratelecom.com/pages/network-map.aspx accessed June 2016.
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Level 3 has long-haul dark fiber routes and metro fiber in Hayward, as depicted in Figure 2.
Pricing varies based on the customer’s distance from Level 3’s infrastructure. A difference of a
few tenths of a mile can lead to significant differences in the price of dark fiber connectivity,
due to additional construction costs.

Figure 2: Level 3 Fiber Routes®
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Line Systems operates within the United States as well as in Canada, England, and Singapore.

The company offers dark or lit private fiber services with a range of options for leasing or

independent ownership. Pricing varies significantly by location, depending on construction
4

costs.

Zayo provides dark fiber connectivity over its network of metro and intercity fiber, as depicted
in Figure 4. The company claims to have proven expertise in deploying major new dark fiber
networks and offers multiple financing options, including leases and IRU agreements. Pricing

3 http://fiberlocator.com, accessed June 2016.
4 http://linesystems.com/services/data/ethernet-services, accessed June 2016.
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varies significantly depending on whether the customer site is on-net or not; if the location is
off-net, construction and splicing costs would apply. As an example, a dark fiber lease between
two on-net locations, (one in San Francisco, one in Hayward) that are 25 miles apart has a
monthly recurring charge of $11,166 for a one-year term and $5,592 for a five-year term. The
customer will also pay additional non-recurring charges, which we have typically seen to be
approximately $5,000.

Figure 3: Zayo Fiber Routes®
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1.2 Lit Services
Ethernet service can be classified into three types—Ethernet Private Line (EPL or E-Line),
Ethernet Virtual Private Line (EVPL), and ELAN:

* EPL is a dedicated, point-to-point, high-bandwidth Layer 2 private line between two
customer locations.

* EVPL service is similar to EPL but is not dedicated between two locations. Instead, it
provides the ability to multiplex multiple services from different customer locations
onto one point on the provider’s network (multiple virtual connections) to another point
on the network.

* ELAN is a multipoint-to-multipoint connectivity service that enables customers to
connect physically distributed locations across a Metropolitan Area Network (MAN) as if
they were on the same Local Area Network (LAN).

> http://www.zayo.com/services/dark-fiber, accessed June 2016.
6 http://www.zayo.com/solutions/global-network/, accessed June 2016.
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Internet services over Ethernet are typically classified under two categories: Dedicated Internet
Access (DIA) and MPLS IP Virtual Private Networks (IP-VPN). Providers prefer to offer MPLS-
based IP-VPN services when the service locations are off-net, thus avoiding construction and
installation costs. MPLS-based networks provide high performance for real-time applications
such as voice and video and are typically priced higher.

The carriers that provide these services in the Hayward area are Access One, AT&T, Comcast,
EarthLink, Integra, Level 3, Line Systems, MegaPath, Sonic, TelePacific, Windstream, XO
Communications, and Zayo. Prices depend on the bandwidth, location, and network
configuration; whether the service is protected or unprotected; and whether the service has a
switched or mesh structure.

Access One provides a range of business-focused solutions over fiber with speeds ranging from
1.5 Mbps to 1 Gbps.” Services include DIA, MPLS IP-VPN, and EPL. Access One operates in 30
states, but has the highest coverage in California, Illinois, and New Jersey.?

AT&T has three basic types of Ethernet products—Dedicated Ethernet, Switched Ethernet, and
OPT-E-WAN—which are similar to EPL and ELAN.? Dedicated Ethernet services provide point-to-
point Ethernet connectivity between two customer locations, while Switched Ethernet and
OPT-E-WAN can facilitate point-to-point, point-to-multipoint, or multipoint-to-multipoint
service. All support bandwidths ranging from 1 Mbps to 1 Gbps. Connections and speed can be
managed directly by the customer and new locations can be added quickly in multipoint
scenarios.

Comcast provides EPL services, which enable customers to connect their customer premises
equipment (CPE) using a lower-cost Ethernet interface, as well as using any Virtual Local Area
Networks (VLAN) or Ethernet control protocol across the service without coordination with
Comcast.

Comcast offers EPL service with 10 Mbps, 100 Mbps, 1 Gbps, or 10 Gbps Ethernet User-to-
Network Interfaces (UNI) and is available in speed increments from 1 Mbps to 10 Gbps.lo
Comcast’s fiber optic network is depicted in Figure 3.

7 http://www.accessoneinc.com/services/data-services.aspx, accessed June 2016.

8 http://broadbandnow.com/Access-One, accessed June 2016.

? https://www.business.att.com/enterprise/Family/network-services/ethernet/, accessed June 2016.

10 http://business.comcast.com/ethernet/products/ethernet-private-line-technical-specifications, accessed June
2016.
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Figure 4: Comcast Fiber Routes™

EarthLink offers a variety of Ethernet services in Hayward, including DIA, MPLS IP-VPN, and
IPsec VPN, which uses the IPsec protocol instead of IP over MPLS. It also offers Hybrid WAN
service, which allows connectivity between multiple locations with different types of service.
Symmetrical Ethernet service is available over both copper and fiber connections. The cost of a
typical 100 Mbps fiber service would be in the range of $1,900 per month, but pricing varies
significantly by location, proximity to existing infrastructure, and construction costs.

" http://business.comcast.com/about-us/our-network, accessed June 2016.
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Figure 5: EarthLink Fiber Map*?
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Integra offers several Ethernet services, including DIA, E-Line, E-LAN, and MPLS IP-VPN.
Available speeds range from 1.5 Mbps to 10 Gbps. It also offers wavelengths over fiber using
Dense Wave Division Multiplexing (DWDM). DWDM allows several different point-to-point
connections to be carried over the same strand of fiber using different wavelengths of light,
greatly expanding the amount of bandwidth available over a single strand. This is often used in
long-haul applications (where the expense of a DWDM system is justified by the avoided
expense of constructing additional fiber over long distances), but it also has regional
applications.

Level 3’s Metro Ethernet dedicated service is available in bandwidth options of 3 Mbps to 1
Gbps and its EVPL offers speeds ranging from 3 Mbps to 10 Gbps.13 It is an end-to-end, Layer 2,
switched Ethernet service delivered via an MPLS backbone. Internet services are available in a
range of 14 speeds up to 10 Gbps.™

12 https://www.earthlink.com/why-earthlink/our-network, accessed June 2016.
3 http://www.level3.com/en/products/virtual-private-lan-service, accessed June 2016.
1 http://www.level3.com/~/media/files/factsheets/en_ethernet_fs_ethernetmatrix.pdf, accessed June 2016.
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Line Systems offers a lit private fiber service with terms similar to its dark fiber offering, and a
point-to-point Ethernet service with speeds of 10, 50, or 100 Mbps. It also offers a metro-area
LAN service called Fastpath. Fastpath is available at several speeds ranging from 1 Mbps to 1
Gbps and offers Quality of Service (QoS) management via separate Ethernet Virtual
Connections (EVCs) or VLANSs.

Line Systems provided a rough cost estimate of $1,200 to $1,400 per month for 100 Mbps
Fastpath service and approximate $4000 per month for 1 Gbps service, but price and availability
may vary significantly by location. Line Systems also offers an MPLS IP-VPN service."

MegaPath offers a fiber DIA service called Fiber Access which provides symmetrical
connectivity at speeds ranging from 5 Mbps to 1 Gbps.'® Our staff corresponded with MegaPath
sales staff to obtain pricing information. A 1 Gbps fiber connection costs approximately $8,000
per month. MegaPath also offer MPLS and IPsec VPN services for connecting multiple locations.
MegaPath also offers symmetric and asymmetrical Ethernet service."

MegaPath’s asymmetrical service starts at $90 per month for 8 Mbps download speeds and 1
Mbps upload, and ranges up to $243 per month for 50 Mbps down and 10 Mbps up.
Symmetrical Ethernet ranges from $299 per month for 2 Mbps service to $1,399 for 45 Mbps
service. Signing a three-year contract will provide the best pricing and enable customers to
waive the initial installation fee.

TelePacific offers a range of business connectivity options, including fiber connections up to 10
Gbps where fiber is available (Figure 6). It offers an EPL service called Metro Private Line for
point-to-point connections between two locations, as well as IPsec and MPLS IP-VPN services.

TelePacific does not have its own fiber in the City, but offers its services over fiber leased from
other providers.18

1 http://linesystems.com/services/data/ethernet-services, accessed June 2016.

16 https://www.megapath.com/data/fiber-access, accessed June 2016.

v https://www.megapath.com/data/ethernet, accessed June 2016.

18 http://www.telepacific.com/offer/data-networking/internet-access/ethernet-broadband.asp, accessed June
2016.
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Figure 6: TelePacific Fiber Routes™
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Windstream Communications has a nationwide presence serving major metropolitan areas. In
Hayward, it offers DIA services with speeds up to 1 Gbps.zo It also provides MPLS IP-VPN and an
E-LAN product called VLS (Virtual LAN Service).?! Windstream also sells wavelengths over

regional, metro, and long-haul fiber. Available speeds are 1 Gbps, 2.5 Gbps, 10 Gbps, 40 Gbps,
and 100 Gbps.*?

Figure 7: Windstream Fiber Routes?
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2 http://www.windstreambusiness.com/products/enterprise-network-services/dedicated-internet-
services/ethernet-internet, accessed June 2016.

2 http://www.windstreambusiness.com/shop/products/ca/Hayward, accessed June 2016.

22 http://www.windstreambusiness.com/products/enterprise-network-services/dedicated-internet-services/wave-
service accessed June 2016.

23 https://fiberlocator.com, accessed June 2016.
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XO Communications offers carrier Ethernet and DIA services at multiple bandwidth options,

from 3 Mbps to 10 Gbps, over its Tier 1 IP network. XO does not have fiber in the City but
resells services over routes provided by other providers.”* *

Figure 8: XO Fiber Routes®®
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Zayo delivers Ethernet in three service types, with bandwidth ranging from 10 Mbps to 100
Gbps and options like quality of service (QoS) guarantees and route protection based on
customer needs. The different types of services offered are: Ethernet-Line, which provides
point-to-point and point-to-multipoint configurations with reserved bandwidth availability;
Ethernet-LAN, with multipoint configurations having a guaranteed service level; and Ethernet

2 http://www.xo.com/carrier/transport/ethernet/, accessed May 2016.

2z http://www.xo.com/network-services/internet-access/ip-transit/100G/, accessed May 2016.
% https://fiberlocator.com, accessed June 2016.
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Private Dedicated Network (E-PDN) with a completely private, managed network operated by

Zayo, with dedicated fiber and equipment.”’

Zayo’s FlexConnect service allows customers to pay for bandwidth used at $0.03 per gigabyte
with no minimums, plus a monthly port charge ranging from $50 for 500 Mbps to $250 for 10

Gbps.”

Pricing for a 10 Gbps and 1 Gbps point-to-point Ethernet line between two on-net locations in
Hayward that are a mile apart is provided in the tables below. We would see non-recurring

charges depending on the proximity of a site to the existing Zayo network.

Table 1: Zayo Ethernet Transport Pricing in Hayward (Monthly Recurring Cost)

Service 60 Month | 12 Month
1 Gbps $1,841 $2,522
10 Gbps $4,337 $5,941

Pricing for a 10 Gbps and 1 Gbps DIA service at an on-net location in Hayward is provided in the

table below.

Table 2: Zayo DIA pricing in Hayward (Monthly Recurring Cost)

Service 60 Month | 12 Month
1 Gbps $4,016 $6,693
10 Gbps $19,103 $31,843

7 http://www.zayo.com/ethernet, accessed May 2016.

28 http://www.zayo.com/services/ethernet/flexconnect, accessed June 2016.
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2 Residential and Small Business Services

Residential and small business customers in the Hayward area have access to a range of
services, though individual service options are dependent on location. Table 3 lists the service
providers and minimum price for each type of service that is available in at least some part of
the City.

Table 3: Overview of Residential and Small Business Data Services in Hayward

Service Type Provider Minimum Monthly Price
Cable Comcast $29.99
AT&T $25
DSL Sonic $40
EarthLink $14.95
Fiber Comcast $299.95
Fixed Wireless | Etheric $99
HughesNet $59.99
Satellite
Exede $59.99

2.1 Cable

Comcast offers Internet service with download speeds from 25 Mbps to 250 Mbps starting at
$29.99 per month in some locations in the City. Promotional rates are available for the first
year, after which the rates increase. Discounted prices are available if bundled with another
service like voice or TV.* On the small business side, multiple options are available starting at
16 Mbps download speeds up to 150 Mbps download speeds, as illustrated in Table 3.*°
Bundling with voice introduces a monthly savings of $30 to $40. Comcast also offers residential
fiber service, which is discussed below.

2 http://www.comcast.com/internet-service.html, accessed June 2016.
0 http://business.comcast.com/internet/business-internet/plans-pricing, accessed June 2016.

12



Fiber Optic Master Plan| Appendix A | DRAFT | June 2016

Table 4: Comcast Residential Internet—Internet Only

Package Internet Speed MonthIY LY
Regular Price Promo Rate
Performance Starter Up to 10 Mbps download $29.99 $49.95
Performance 25 Up to 25 Mbps download $39.99 $59.95
Performance Pro Up to 100 Mbps download $49.99 $74.95
Blast Pro Up to 200 Mbps download $59.99 $89.95
Extreme 250 Up to 250 Mbps download $79.99 $149.95

Table 5: Comcast Small Business Internet—Internet Only

Monthly
Package Internet Speed Price
Starter 16 Mbps download/3 Mbps upload $69.95

Deluxe 25 | 25 Mbps download/10 Mbps upload $99.95

Deluxe 50 | 50 Mbps download/ 10 Mbps upload $109.95

Deluxe 75 | 75 Mbps download/15 Mbps upload $149.95

Deluxe 100 | 100 Mbps download/20 Mbps upload $199.95

Deluxe 150 | 150 Mbps download/20 Mbps upload $249.95

2.2 DSL

AT&T offers DSL service for residential customers in Hayward, starting at as $30 per month for
unbundled or standalone DSL service at 6 Mbps download with a 12-month commitment.
Additional options up to 75 Mbps are available, as indicated in Table 6.

Table 6: AT&T Residential Internet—Internet Only

Internet Speed Monthly Price | Monthly Promo Rate

13
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Internet Speed Monthly Price | Monthly Promo Rate
Up to 6 Mbps download S40 S30
Up to 24 Mbps download S60 S50
Up to 45 Mbps download $70 S60
Up to 75 Mbps download $80 S70

AT&T offers DSL-based small business services starting at $70 per month for 12 Mbps download
and 1.5 Mbps upload speeds.*

EarthLink provides DSL-based business services in the region starting at $80 per month and
offering speeds up to 6 Mbps with 99.9 percent network availability.*?

Sonic provides DSL-based services called Fusion starting at $40 for 10 Mbps or 20 Mbps
download, depending on the location. Where available, Fusion X2 provides double the speed of
Fusion for $60. Business DSL and phone bundles also start at $40 per month.>* Sonic is in the
process of deploying fiber in the Bay Area, but has not announced availability in Hayward.

2.3 Fiber

Comcast, in addition to Internet connectivity over coaxial cable, offers its Gigabit Pro fiber
service in Hayward. The service provides 2 Gbps speeds for $299.95 per month and requires a
two-year contract plus $1,000 in up-front installation and activation fees. Gigabit Pro is
available for residential customers only.>*

2.4 Fixed Wireless
Fixed wireless services use long-range wireless signals between the provider’s antenna and an
antenna installed in a fixed location at the customer’s home or business.

Etheric Networks provides wireless service to much of the Bay Area. Plan pricing varies by
guaranteed and maximum speed and monthly data caps, and are broken out into three classes
of service: residential, small office/home office (SOHO), and business. Because wireless service
can be affected by topology and obstructions such as trees or buildings, Etheric offers a free

3 https://www.att.com/internet, accessed June 2016.

32 http://www.earthlinkbusiness.com/DSL, accessed June 2016.
33 https://www.sonic.com/availability, accessed June 2016.

3 http://www.xfinity.com, accessed June 2016.
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site survey to determine availability of service. Plan pricing and details are broken out in the

tables below.
Table 7: Etheric Residential Plans®®
Guaranteed Maximum Monthly
Plan Cost per Month Data
Speed Speed
Allowance
Silver NG $99 3 Mbps 15 Mbps 300 GB
Gold NG $139 6 Mbps 30 Mbps 500 GB
Platinum NG $179 10 Mbps 38 Mbps 1,000 GB
Diamond NG $229 15 Mbps 45 Mbps 1,500 GB
Burst 100 NG* $349 25 Mbps 100 Mbps 2,400 GB
Table 8: Etheric SO/HO Plans®®
Guaranteed Maximum Monthly
Plan Cost per Month Data
Speed Speed
Allowance
Silver NG $159 3 Mbps 9 Mbps 500 GB
Gold NG $229 6 Mbps 15 Mbps 900 GB
Platinum NG $339 10 Mbps 25 Mbps 1,950 GB
Diamond NG $449 15 Mbps 35 Mbps 3,000 GB
Adamantium NG $599 20 Mbps 50 Mbps 4,000 GB
Burst 100 NG* $699 25 Mbps 100 Mbps 5,000 GB
Table 9: Etheric Business Plans®’
Next Gen (G6) Plan Cost per Guaranteed Maximum Monthly
Details Month Speed Speed Data
Allowance
Bronze NG $199 2 Mbps 5 Mbps Unlimited
Silver NG $249 3 Mbps 9 Mbps Unlimited
Gold NG $399 6 Mbps 15 Mbps Unlimited
Platinum NG $499 10 Mbps 25 Mbps Unlimited
Economy ENX $699 20 Mbps 50 Mbps Unlimited
Standard ENX $999 30 Mbps 75 Mbps Unlimited
Comprehensive ENX $1,299 50 Mbps 100 Mbps | Unlimited
Maximum ENX $1,499 100 Mbps 150 Mbps | Unlimited

33 http://ethericnetworks.com/residential, accessed June 2016.

3% http://ethericnetworks.com/soho-small-office, accessed June 2016

37 http://ethericnetworks.com/business-class, accessed Just 2016
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Figure 9: Etheric Fixed Wireless Coverage Area*®
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Satellite Internet access is available in the area as well. HughesNet has four residential

packages available and four geared toward businesses. In addition to slight increases in

download and upload speeds, plans are differentiated by their monthly data allowances.

Residential offerings include an anytime allowance, plus a larger 50 GB “bonus bytes”

allowance which can be used from 1 a.m. to 10 a.m. Business offerings include a “business

period” allowance to be used between 8 a.m. and 6 p.m. plus a smaller 10 GB anytime

allowance. All packages require a two-year agreement. Details and pricing are listed in the

tables below.
Table 10: HughesNet Satellite Residential Plans*
Monthly Data
Allowance Monthly
Package Internet Speed e Fae Price
Bytes)
Choice 5 Mbps down/1 Mbps up 5GB +50GB $49.99
Prime Plus 10 Mbps down/1 Mbps up 10 GB + 50 GB $59.99
Pro Plus 10 Mbps down/ 2 Mbps up 15GB +50 GB $79.99
Max 15 Mbps down/2 Mbps up 20GB +50GB $129.99
Table 11: HughesNet Satellite Business Plans*
Monthly Data
. Allowance Monthly
Business Package Internet Speed (Business Period + Price
Anytime)
Select 100 10 Mbps down/1 Mbps up 20GB+10GB $79.99
Select 200 10 Mbps down/ 2 Mbps up 30GB +10GB $99.99
Select 300 10 Mbps down/ 2 Mbps up 40 GB + 10 GB $129.99

* http://www.hughesnet.com/plans-and-pricing/internet-service, accessed June 2016.

* http://business.hughesnet.com/plans-and-pricing/internet-service, accessed June 2016.
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Monthly Data

. Allowance Monthly
Business Package Internet Speed (Business Period + Price
Anytime)
Select 400 15 Mbps down/ 2 Mbps up 50 GB + 10 GB $159.99

Exede Internet also offers residential and business satellite services in Hayward. Residential
plans provide 12 Mbps download and 3 Mbps upload. They start at $59.99 per month for 10 GB
of data and go up to 18 GB for $99.99 or 30 GB for $149.99. After reaching the monthly data
cap, download speeds are reduced to 1 Mbps to 5 Mbps. Exede’s Business Class product
provides 15 Mbps download speeds and 4 Mbps upload. There are two separate 30 GB data

caps that run from 8 a.m. to 3 a.m. and 3 a.m. to 8 a.m. providing 60 GB total per month.**

“ https://www.inmyarea.com/internet/94557, accessed June 2016.
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City of Hayward Business Broadband Survey

Introduction to City of Hayward Business Broadband Survey

Dear Valued Hayward Business,

The City of Hayward is committed to providing our business community with the infrastructure needed to support your growth and
continued success. The City, through our consultant CTC Technology & Energy, is sending you this survey as part of its research into
how businesses access and use data connection services, including the Internet.

This survey is designed to help the City understand your current use of data connection services and your projected future needs. It will
ask you questions such as what your current services are like and whether they meet your needs; your satisfaction with the services
that are currently available to business owners in Hayward; and what you believe the City’s role should be in bringing high-speed
connectivity to businesses and residents in Hayward.

Your input will help the City develop strategies for improved consumer choice for data connection services (including Internet), and
economic development and job creation within the community. The City wants to understand how these services benefit your business,
and how we may be able to help fill gaps and reduce barriers to access. The information gathered will not be used to sell you anything.
It will not be used for any purpose other than its stated intention—to inform the City’s understanding of businesses’ use of connectivity
services and to explore strategies to improve accessibility and affordability in Hayward.

We understand that, as a business owner, your time is precious, and we have designed this survey to take approximately 10 minutes to
complete. The person who selects Internet services for your business should complete the survey.

If you have any questions regarding this survey, please contact Economic Development Specialist Paul Nguyen at 510-583-5542 or
paul.nguyen@hayward-ca.gov.

Thank you!



http://www.hayward-ca.gov/
mailto:paul.nguyen@hayward-ca.gov
Yolanda.Cruz
Typewritten Text
ATTACHMENT IV
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City of Hayward Business Broadband Survey

Information About Your Business

1. How many employees does your business employ in Hayward?

10to 19

20to 49

50 to 99

100 to 249
250 to 499
500 to 999
1,000 to 4,999
5,000 to 9,999

10,000 or more

OO0OO0OO0OO0O0O00O0

2. How many total locations does your business have in Hayward?
()1

()2

()3

()4

() 5ormore

3. Does your business own or lease its Hayward location(s)?

O Lease
O Own

Q Combination of lease and own
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4. Do your Hayward location(s) share space with other, unrelated businesses (e.g., in an office building)?

() Yes
() No

() Other (please specify)
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City of Hayward Business Broadband Survey

Information About Your Business

5. How many personal computers or terminals do you have at your Hayward location(s)?
None

1to 4

5t09

10to 19

20 to 49

50 or more

OOO0000O0

Don't know

6. What is the annual sales volume for your business?
Less than $500,000

$500,000 to $1 million

$1 - $2.5 million

$2.5 - $5 million

$5 - $10 million

$10 - $20 million

$20 to $50 million

$50 to $100 million

$100 to $500 million

$500 million to $1 billion

CHONORORCHONORORONONG.

Over $1 billion
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7. What is the annual telecommunications expense for your business?
() Lessthan $499

() $500 to $999

N/

() $1,000 to $2,499

N/

() $2,500 to $4,999
() $5,000 to $9,999
(") $10,000 to $49,999

I
() Over $50,000
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City of Hayward Business Broadband Survey

Business Use of Data Transport and Other Connectivity Services

8. What connectivity services do you use at your PRIMARY business location? (Check all that apply)
Data

Internet

Telephone

Video conferencing

Other (please specify)

1O O O O

9. Does your business use data transport and other connectivity services on a day-to-day basis to transfer
data to other locations or organizations?

Q Yes — to locations in Hayward only
() Yes—tolocations outside Hayward only

O Yes — to locations both inside and outside Hayward

QNO

10. Is your business required to store any records at an off-site location?

O Yes
() No

11. Have you ever considered redundant or backup network access for your business?

Q Yes
O No
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12. Do you use any cloud-based services to support business activities?
Yes

No

13. If your business has multiple locations in the region, do you meet your connectivity needs by leasing
fiber optic connections to these locations?

Yes
No

N/A — my business does not have multiple locations

14. Do you have a contract with an Internet service provider (ISP) or telecommunications provider for data
connectivity services?

Yes

No
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City of Hayward Business Broadband Survey

Business Use of Data Transport and Other Connectivity Services

15. Approximately how many months remain on your existing contract with your ISP?
1-3

4-6

7-9

10-12

13-18

19-24

OOO0000O0

More than 24

16. Where are decisions about connectivity services made in your organization?
Q Within Hayward (local)

O Outside of Hayward (non-local)

O A combination of local and non-local

O Don’t know
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City of Hayward Business Broadband Survey

Business Internet Connection and Use

17. What do you use for your PRIMARY Internet connection? (Please indicate the way the building/office is
connected to the Internet, not the internal Wi-Fi wireless or internal building cabling.)

Q Cable modem (Comcast)

DSL (Digital Subscriber Line)

Fiber service

Fractional T1 or full T1

Metro Ethernet

Satellite

Telephone line (dedicated dial-up or share with voice line)
Wireless

Don’t know

Do not have an Internet connection

CHONORONCHONORORON®,

Other (please specify)
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City of Hayward Business Broadband Survey

18. Do you use a backup or secondary connection? If so, what type?

ONORONOROCHORONCRONORG

Cable modem (Comcast)

DSL (Digital Subscriber Line)

Fiber service

Fractional T1 or Full T1

Metro Ethernet

Satellite

Telephone Line (dedicated Dial-Up or share with voice line)
Wireless

Don’t know

Not applicable — no backup or secondary connection

Other (please specify)

19. Would you say your Internet connection speed is:

O O000O0

Fast enough for your needs

Not bad but not quite fast enough for your needs

Fairly slow and you would like to be connected at much higher speeds
Very slow and you would like to be connected at much higher speed

Don’t know

10
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City of Hayward Business Broadband Survey

Business Internet Connection and Use

20. How IMPORTANT or UNIMPORTANT are the following aspects of your business Internet service?

Somewhat Neither important Somewhat
Very unimportant unimportant nor unimportant important Very important

Speed of connection O Q O O O

Reliability of connection
(up time)

Price of services

Technical support
service

Overall customer
service

O O O O
O O O O
O O O O
O O O O
O O O O

11
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City of Hayward Business Broadband Survey

Business Internet Connection and Use

21. How SATISFIED or DISSATISFIED are you with the following aspects of your current business Internet
service?

Somewhat Neither satisfied nor
Very dissatisfied dissatisfied dissatisfied Somewhat satisfied Very satisfied

Speed of connection
Reliability of connection
Price of services

Technical support
service

Overall customer
service

O O OO0O0O
O O O0O0
O O O0O
O O O0O0
O O OO0O

12
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City of Hayward Business Broadband Survey

Business Internet Connection and Use

22. How important to your business is Internet access in regards to the following?

Somewhat Neither important Somewhat
Very unimportant unimportant nor unimportant important Very important

Ability to achieve your

strategic goals? O O O O O
Decision of where to

locate facilities? O O O O O
Ability to remain

competitive? O O O O O

13
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H

City of Hayward Business Broadband Survey

Business Internet Connection and Use

23. Approximately how much do you pay PER MONTH for Internet service at this location? (Do not include
charges for telephone lines, data circuit, etc.)

Q Less than $25
() $25t0$49

() $50to $99

() $100t0$149
() $150t0 $199
() $200to $299
() $300 to $499
() $500 to $749
() $750t0 3999
O $1,000 or more

O Don’t Know

14
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H

City of Hayward Business Broadband Survey

Business Internet Connection and Use

24. Consider what price level would make you interested in switching to another Internet service provider.
How willing or unwilling would you be to switch to a service of 100 Mbps downstream and upstream (5 to
10 times faster than a cable modem) for the following monthly price?

Neither willing nor
Very unwilling Somewhat unwilling unwilling Somewhat Willing Very willing

$75 per month

$100 per month
$125 per month
$150 per month
$200 per month

$250 per month

O O0O0000O0
OO0 0000
OO0 0000
O 000000
O O0O0000O0

$300 per month

15
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City of Hayward Business Broadband Survey

Business Internet Connection and Use

25. How willing or unwilling would you be to switch to a service of 1 Gbps downstream and upstream (100
times faster than a cable modem) for the following monthly prices?

Neither willing nor
Very unwilling Somewhat unwilling unwilling Somewhat willing Very willing

$75 per month

$100 per month
$125 per month
$150 per month
$200 per month
$250 per month
$300 per month

$500 per month

O O0O00000O0O0
O O0O00000O0O0
O O000000O0O0
O O0O00000O0O0
O O0O00000O0O0

$1,000 per month

26. How IMPORTANT or UNIMPORTANT are these features when selecting abusiness (not
cellular/mobile) Internet service provider?

Somewhat Neither important Somewhat
Very unimportant unimportant nor unimportant important Very important

| can choose from

multiple Internet O O O O O

providers

| can buy service with

very high speeds (10— O O O O O
100 times DSL or cable

speeds)

| can pay for Internet

service based on usage O O Q O O

(amount of data)

My service provider

does not place “caps” on O O Q O O

my total data use

16
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City of Hayward Business Broadband Survey

Role of the City

27. Using a scale of 1 to 5, where 1 is Strongly Disagree and 5 is Strongly Agree, please indicate to what
degree you believe that the City of Hayward should do the following:

Neither agree nor
Strongly disagree Somewhat disagree disagree Somewhat agree Strongly agree

Help provide

communications for local O Q O O O

nonprofit organizations

Help ensure that all

residents have access to

competitively priced O O Q O O
broadband Internet

services

Help ensure that all

residents have access to

competitively priced O O O O O
broadband Internet

services

Help ensure that all

school-aged students,

parents, and teachers

have access to O O O O O
competitively-priced

broadband Internet

services

Build a publicly-financed

network on which

competing private sector

companies can offer O Q O O O
competitive Internet,

phone, and cable

television services

18
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City of Hayward Business Broadband Survey

Role of the City

28. Using a scale of 1 to 5, where 1 is Strongly Disagree and 5 is Strongly Agree, please indicate to what
degree you agree with the following statements:

Neither agree nor
Strongly disagree  Somewhat disagree disagree Somewhat agree Strongly agree

The competitive market

currently offers high-

speed Internet access at O O O O O
prices that my business

can afford

The availability of

competitively priced

high-speed and/or

wireless Internet access

is now a factor | would O Q O O O
consider when choosing

where to locate this
business

High-speed Internet

access is (or is quickly

becoming) as essential a O Q O Q O
service as water and

electricity

| find it more efficient if

businesses and

households have high-

speed Internet access to O Q O O O
purchase products and

conduct other

transactions

19
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City of Hayward Business Broadband Survey

Role of the City

29. What do you think the MAIN role for the Hayward City government should be with respect to broadband
access? (Check MAIN role)

Install state-of-the-art network and offer services to the public

Install state-of-the-art network and lease it to competing private companies to offer services to the public
Encourage a private firm to build a fiber network

The City shouldn't have a role

Don’t know

O O00O0

20
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City of Hayward Business Broadband Survey

Business location

30. Please indicate from the map below the approximate location of your business:

() Zone 1
() Zone2
() Zone3
() Zone4

Fiber Optic Survey - Geographic Areas ° 0g : 5 2

W Winton Ave

Cabot Bivd

Clawiter Rd

W Tennyson Rd

S
o . \Whipple Rd ’%&
V3
S %
Esri, HERE, DeLorme, MapmyIndia, © OpenStreetMap contributors, and the GIS user community

Hf.mtwood Ave
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H

City of Hayward Business Broadband Survey

Business location

31. Are you willing to share the location(s) of your business in Hayward?

Q Yes
O No

22
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H

City of Hayward Business Broadband Survey

Business location

32. Please list the address(es) of your business location(s) in Hayward:

23
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H

City of Hayward Business Broadband Survey

Contact

33. May we contact a designated representative from your business to further discuss the City's broadband
initiative(s)?

O Yes
O No

24



Fiber Optic Master Plan | Appendix F | January 2017

H

City of Hayward Business Broadband Survey

Contact

34. Please fill out the information below so that a City representative may contact you.

First and last name

Title

Email

Phone

25
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HAYWARD

HEART ©OF *THE BAY

July 10, 2015

U.S. Economic Development Administration
A. Leonard Smith, Regional Director

Seattle Regional Office

Jackson Federal Building

915 Second Avenue, Room 1890

Seattle, WA 98174

RE: City of Hayward Economic Development Assistance Grant Application
EDA Control Number 109256

Director Smith:

Thank you for your continued consideration of the City of Hayward’s application for funding under
the Public Works Economic Development Assistance program. The total project cost of the
proposed High-Speed Hayward Fiber Optic Network is $5,489,647. The City’s share of this cost is
equal to fifty percent or $2,744,824.

The purpose of this letter is to confirm the City’s commitment to providing the local match. This
match will be compromised of the following:

e City owned right-of-way land at an estimated value of $2,108,117;

e Funds committed for the construction and installation of the fiber conduit in the Whitesell
Street segment of the proposed fiber loop valued at $156,000; and

e A City General Fund contribution of $480,707 (cash).

We value the opportunity to leverage a funding contribution from the Economic Development
Administration (EDA) and are pleased to make these local funds available to support the project. By
partnering to lay the foundation for Hayward’s broadband infrastructure, the EDA will help
transform our Industrial Technology and Innovation Corridor into a more attractive place for new
and existing Advanced Industries to stay, establish roots, and create new quality employment
opportunities for our residents.

If you would like to speak to me further about the availability of local funding or anything else
associated with this application, please call me at 510-583-4300. Our staff point on this project is Mr.
Micah Hinkle, Economic Development Manager, who can be reached at the same number.

4

i r

Sincerely, RV
2>

Fran David /

ICMA-CM

City Manager

Office of the City Manager

777 B Street - Hayward « CA . 94541-5007
Tel: 510-583-4300 « Fax: 510-583-3601 - Website: www.hayward-ca.gov
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HAYWARD

File #: WS 17-004

DATE: January 24, 2017

TO: Mayor and City Council

FROM: C(City Manager

SUBJECT

Overview of 2016 Resident Satisfaction Survey Results
RECOMMENDATION

That the City Council receives and provides comments on this report and the accompanying
presentation.

ATTACHMENTS

Attachment I Staff Report
Attachment Il Survey Results Topline Report
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DATE: January 24,2017
TO: Mayor and City Council
FROM: City Manager

SUBJECT Overview of 2016 Resident Satisfaction Survey Results
RECOMMENDATION

That the City Council receives and provides comments on this report and accompanying
presentation.

BACKGROUND

Since 2008, the City has completed a Biennial Resident Satisfaction Survey (Survey). The City
Council approved funding for a fifth survey as a part of the FY2017 budget. The City
contracted with Godbe Research (Godbe) to complete this survey, as Godbe has completed
every residential satisfaction survey since 2008.

During the fall, staff worked with Godbe to draft a survey instrument based on the questions
used in the past. To provide a wide set of tracking metrics, the survey instrument was mostly
unaltered from the previous iterations except for the inclusion of questions regarding a
hypothetical $95 million bond issue ballot measure for the construction of a new police
station.

The Council Budget and Finance Committee reviewed the draft survey questions at their
October 26, 2016 meeting. Godbe conducted the survey from November 12 through
November 22, 2016.

DISCUSSION

Page one of the Topline Report (Attachment II) summarizes the survey methodology. This
year’s survey included both phone and online survey components. As a result, the survey had
a sample size of 630 adult Hayward residents. The survey was available in both English and
Spanish. The phone surveys ran 22 minutes in length. Once collected, the sample of residents
that took the survey was compared with Hayward’s demographics. If there were differences
between the sample and the actual universe of residents, the survey data were weighted to
correct the difference so that the results presented are representative of Hayward’s adult
resident characteristics in terms of gender, age, and ethnicity.

Page 1 of 2



The survey questions were categorized under six themes: Living in Hayward; Satisfaction
with City Services; Hayward Image; Public Safety and Police Services; Contacting the City and
Customer Service; and Communication and Public Information. The Survey also included two
added categories, Public Safety Facilities and Features of Public Safety Facilities, that
pertained to a hypothetical ballot measure for the financing of a new Police Station.

Mr. Godbe will present both the final survey results and comparisons to previous surveys
during the Council meeting, as well as provide additional information on the survey
methodology, results, and regional trends in residential satisfaction.

FISCAL IMPACT

There is no additional fiscal impact to the General Fund from receipt of this presentation. The
total cost of completing the 2016 survey was $34,125 and was included in the FY 2017
budget.

NEXT STEPS

Staff will incorporate the information gathered in this survey into existing strategic planning
efforts. Staff will include funding for completion of a 2018 Resident Satisfaction Survey for
Council consideration as part of the FY2019 budget.

Prepared by: John Stefanski, Management Analyst |

Recommended by:  Kelly McAdoo, City Manager

Approved by:

|

Kelly McAdoo, City Manager

Page 2 of 2



ATTACHMENT II

4 CITY OF HAYWARD
2016 Resident Satisfaction Survey
@ Topline Report
n=630
R 22-minutes

Voter File Sample Weighted to ACS

GODBE RESEARCH Segmented by Likely Voters

Gain Insight
December 6, 2016

www.godberesearch.com

Northern California and Corporate Offices
1575 Old Bayshore Highway, Suite 102
Burlingame, CA 94010

Nevada
59 Damonte Ranch Parkway, Suite B309
Reno, NV 89521

Pacific Northwest
601 108t Avenue NE, Suite 1900
Bellevue, WA 98004
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Godbe Research
2016 Hayward Resident Satisfaction Survey

METHODOLOGY

ATTACHMENT II

Sample Universe:

- All Voters weighted to 2014 American Community Survey Adults 18+ and Likely November 2018 Voters

Sample Size:
n=630 Adults 18+
n=311 Likely November 2018

Data Collection: Landline, Cell Phone & Online Interviewing from email invitation

Languages: English n=614 & Spanish n=16
Marin of Error:
- Adults 18+ + 3.89%
- Likely November 2018 Voters + 5.53%
Interview Dates: November 12 to November 22, 2016

LIVING IN HAYWARD

Topline Report

Adults 18+ Likely November 2018 Voters
Column N % | Count 2or Column N % | Count 2or
Mean Mean
Very satisfied 27.1% 170 26.0% 81
Somewhat satisfied 49.0% 308 52.8% 164
. o L . Somewhat dissatisfied 16.5% 104 16.6% 52
1. Now, I'd like to get your.overall oplmon.of.llvmg |r.1 the .Cltly of Very dissatisfied 7 2% 25 3.9% 2
Hayward. Generally speaking, are you satisfied or dissatisfied - -
with the overall quality of life in Hayward? DK/NA 0.3% 2 0.7% 2
Total Satisfied 76.0% 78.8%
Total Dissatisfied 23.7% 20.5%
Ratio Sat to Dissat 3.2 3.8
12/6/2016 Page 2 of 15 Page 1



Godbe Research
2016 Hayward Resident Satisfaction Survey

SATISFACTION WITH CITY SERVICES

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % | Count 2or Column N % | Count 2or
Mean Mean
Very satisfied 19.4% 123 15.8% 49
Somewhat satisfied 42.7% 269 48.9% 152
Somewhat dissatisfied 16.6% 104 16.8% 52
2. Overall, are you satisfied or dissatisfied with the job the City of Very dissatisfied 11.0% 69 8.5% 26
Hayward is doing to provide resident services? DK/NA 10.3% 65 10.0% 31
Total Satisfied 62.1% 64.7%
Total Dissatisfied 27.6% 25.3%
Ratio Sat to Dissat 2.3 2.6
Very Satisfied 27.1% 171 69.4% 32.1% 100 71.7%
Somewhat Satisfied 42.3% 266 39.6% 123
3A. Police protection Somewhat Dissatisfied 13.4% 85 14.3% 45
Very Dissatisfied 10.2% 64 6.3% 20
DK/NA 7.0% 44 7.6% 24
Very Satisfied 9.8% 62 39.9% 9.5% 30 37.7%
Somewhat Satisfied 30.1% 190 28.2% 88
3B. Traffic circulation Somewhat Dissatisfied 23.8% 150 29.8% 93
Very Dissatisfied 32.6% 205 28.6% 89
DK/NA 3.7% 23 3.9% 12
Very Satisfied 47.6% 300 84.1% 51.5% 160 87.9%
Somewhat Satisfied 36.6% 230 36.3% 113
3C. Fire protection and emergency services Somewhat Dissatisfied 4.9% 31 2.0% 6
Very Dissatisfied 1.3% 8 2.0% 6
DK/NA 9.6% 61 8.1% 25
Very Satisfied 25.0% 158 68.8% 26.1% 81 69.9%
Somewhat Satisfied 43.7% 275 43.8% 136
3D. Street and sidewalk maintenance Somewhat Dissatisfied 15.5% 98 16.3% 51
Very Dissatisfied 13.8% 87 12.0% 37
DK/NA 2.0% 12 1.8% 6
Very Satisfied 30.8% 194 72.1% 32.3% 101 73.3%
Somewhat Satisfied 41.3% 260 40.9% 127
3E. Street lighting Somewhat Dissatisfied 15.4% 97 14.5% 45
Very Dissatisfied 10.1% 64 9.9% 31
DK/NA 2.4% 15 2.3% 7
Very Satisfied 28.7% 181 65.2% 28.1% 87 64.6%
Somewhat Satisfied 36.4% 230 36.5% 114
3F. Providing parking throughout the City Somewhat Dissatisfied 17.8% 112 19.2% 60
Very Dissatisfied 9.7% 61 9.3% 29
DK/NA 7.4% 46 6.8% 21
Very Satisfied 10.6% 67 33.8% 7.1% 22 31.3%
Somewhat Satisfied 23.2% 146 24.2% 75
3G. The job the city does reviewing development applications Somewhat Dissatisfied 7.5% 48 7.8% 24
Very Dissatisfied 4.7% 29 3.9% 12
DK/NA 54.0% 340 57.0% 177
Very Satisfied 32.4% 204 67.1% 33.3% 104 69.2%
Somewhat Satisfied 34.7% 218 35.9% 112
3H. Graffiti removal Somewhat Dissatisfied 14.0% 88 15.1% 47
Very Dissatisfied 9.4% 60 6.5% 20
DK/NA 9.4% 59 9.2% 29
Very Satisfied 22.3% 140 58.5% 17.8% 55 55.2%
Somewhat Satisfied 36.2% 228 37.4% 116
3l. Protecting open space Somewhat Dissatisfied 10.8% 68 14.5% 45
Very Dissatisfied 7.0% 44 3.6% 11
DK/NA 23.7% 149 26.7% 83
Topline Report 12/6/2016 Page 3 of 15 Page 2



Godbe Research
2016 Hayward Resident Satisfaction Survey

ATTACHMENT II

Topline Report

12/6/2016

Adults 18+ Likely November 2018 Voters
Column N % | Count “feoarn Column N % | Count “feoarn
Very Satisfied 14.4% 91 48.2% 11.9% 37 42.3%
Somewhat Satisfied 33.8% 213 30.4% 95
3J. Attracting new businesses to the City Somewhat Dissatisfied 23.3% 147 25.2% 78
Very Dissatisfied 11.5% 73 11.7% 36
DK/NA 16.9% 107 20.9% 65
Very Satisfied 8.7% 55 40.8% 6.3% 20 32.2%
Somewhat Satisfied 32.1% 202 25.9% 81
3K. Increasing the availability of local jobs Somewhat Dissatisfied 21.0% 132 22.2% 69
Very Dissatisfied 10.9% 69 10.6% 33
DK/NA 27.3% 172 35.0% 109
Very Satisfied 14.1% 89 51.2% 13.9% 43 46.4%
L . X X Somewhat Satisfied 37.1% 234 32.6% 101
3L. Maintaining a strong financial base to fund City programs and - —
—— Somewhat Dissatisfied 12.3% 78 14.2% 44
Very Dissatisfied 9.0% 57 7.3% 23
DK/NA 27.4% 173 32.0% 100
Very Satisfied 18.1% 114 53.2% 14.1% 44 51.1%
Somewhat Satisfied 35.1% 221 37.0% 115
3M. Revitalizing older neighborhoods and business districts Somewhat Dissatisfied 21.2% 134 21.5% 67
Very Dissatisfied 14.4% 91 13.7% 43
DK/NA 11.2% 70 13.7% 43
Very Satisfied 30.7% 193 69.9% 27.8% 86 71.8%
Somewhat Satisfied 39.3% 247 44.1% 137
3N. Revitalizing the downtown area Somewhat Dissatisfied 13.8% 87 13.3% 41
Very Dissatisfied 9.0% 57 8.9% 28
DK/NA 7.2% 46 6.0% 19
Very Satisfied 10.2% 64 33.0% 9.3% 29 32.8%
Somewhat Satisfied 22.7% 143 23.5% 73
30. Increasing the availability of affordable housing Somewhat Dissatisfied 20.8% 131 25.0% 78
Very Dissatisfied 26.5% 167 21.2% 66
DK/NA 19.7% 124 21.0% 65
Very Satisfied 31.9% 201 67.8% 34.5% 107 68.0%
Somewhat Satisfied 35.9% 226 33.5% 104
3P. Library services Somewhat Dissatisfied 5.2% 33 3.2% 10
Very Dissatisfied 3.4% 22 1.8% 5
DK/NA 23.6% 148 27.0% 84
Very Satisfied 45.1% 284 78.6% 54.5% 170 89.0%
Somewhat Satisfied 33.5% 211 34.5% 107
3Q. Garbage, yard waste, and curb-side recycling Somewhat Dissatisfied 12.0% 76 5.9% 18
Very Dissatisfied 6.9% 44 2.6% 8
DK/NA 2.4% 15 2.5% 8
Very Satisfied 22.5% 142 59.2% 22.3% 69 58.2%
. . . . . Somewhat Satisfied 36.7% 231 35.9% 112
3R. Animal services, such as stray animal catching or animal - —
licensing Somewhat Dissatisfied 10.3% 65 9.3% 29
Very Dissatisfied 7.1% 45 5.2% 16
DK/NA 23.4% 147 27.3% 85
Very Satisfied 14.9% 94 54.8% 12.9% 40 51.7%
Somewhat Satisfied 39.9% 251 38.7% 121
3S. Retaining existing businesses Somewhat Dissatisfied 16.0% 101 17.6% 55
Very Dissatisfied 10.0% 63 10.2% 32
DK/NA 19.2% 121 20.5% 64
Very Satisfied 19.8% 125 66.9% 21.3% 66 71.4%
Somewhat Satisfied 47.1% 297 50.0% 156
3T. The cleanliness of Hayward Somewhat Dissatisfied 19.4% 122 18.9% 59
Very Dissatisfied 12.3% 78 8.5% 27
DK/NA 1.4% 9 1.2% 4
Page 4 of 15
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Godbe Research
2016 Hayward Resident Satisfaction Survey

ATTACHMENT II

Adults 18+ Likely November 2018 Voters

Column N % | Count “i:arn Column N % | Count “f:arn

Very Satisfied 26.0% 164 71.5% 25.9% 81 75.1%
Somewhat Satisfied 45.5% 287 49.1% 153
3U. Landscaping and medians in Hayward Somewhat Dissatisfied 13.2% 83 9.3% 29
Very Dissatisfied 7.5% 47 5.4% 17
DK/NA 7.8% 49 10.2% 32

Very Satisfied 34.9% 220 73.0% 32.2% 100 71.3%
Somewhat Satisfied 38.1% 240 39.1% 122
3V. Increasing the amount of public art Somewhat Dissatisfied 9.0% 57 8.4% 26
Very Dissatisfied 3.8% 24 4.0% 12
DK/NA 14.2% 89 16.4% 51

Very Satisfied 20.8% 131 58.6% 18.2% 57 59.2%
Somewhat Satisfied 37.8% 238 41.1% 128
3W. Neighborhood police patrols Somewhat Dissatisfied 16.4% 103 17.1% 53
Very Dissatisfied 13.5% 85 12.3% 38
DK/NA 11.6% 73 11.4% 35

Very Satisfied 23.7% 149 61.2% 18.2% 57 56.2%
- . _ . Somewhat Satisfied 37.5% 236 38.0% 118
z'pi?sflrél%;);%?:zinaggre:\lljlmg parks or requiring new parks Somewhat Dissatisfied 12.6% 79 14.4% 45
Very Dissatisfied 5.3% 33 5.2% 16
DK/NA 21.0% 132 24.3% 76

Topline Report 12/6/2016 Page 5 of 15 Page 4



Godbe Research
2016 Hayward Resident Satisfaction Survey

SATISFACTION WITH CITY SERVICES -- RANKED BY MEAN SCORE

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % [ Count “i:arn Column N % [ Count “f:arn
3C. Fire protection and emergency services 1.37 1.45
3P. Library services 1.15 1.31
3V. Increasing the amount of public art 1.07 1.04
3Q. Garbage, yard waste, and curb-side recycling 1.00 1.36
3X. Requiring expansion of existing parks or requiring new parks
as part of development approval 0.78 0.66
3U. Landscaping and medians in Hayward 0.75 0.90
ﬁ?érgr;:gal services, such as stray animal catching or animal 075 0.83
3N. Revitalizing the downtown area 0.74 0.73
3H. Graffiti removal 0.74 0.82
3l. Protecting open space 0.73 0.70
3E. Street lighting 0.69 0.73
3A. Police protection 0.67 0.83
3F. Providing parking throughout the City 0.61 0.59
3G. The job the city does reviewing development applications 0.60 0.53
3D. Street and sidewalk maintenance 0.52 0.57
2;Vl\i/lcae|2ta|n|ng a strong financial base to fund City programs and 0.48 0.46
3T. The cleanliness of Hayward 0.43 0.57
3S. Retaining existing businesses 0.42 0.33
3W. Neighborhood police patrols 0.41 0.40
3M. Revitalizing older neighborhoods and business districts 0.24 0.19
3J. Attracting new businesses to the City 0.20 0.07
3K. Increasing the availability of local jobs 0.09 -0.08
30. Increasing the availability of affordable housing -0.38 -0.32
3B. Traffic circulation -0.41 -0.41
Topline Report 12/6/2016 Page 6 of 15 Page 5



Godbe Research
2016 Hayward Resident Satisfaction Survey

HAYWARD IMAGE

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % [ Count “feoarn Column N % [ Count “feoarn
Very Positive 19.7% 124 19.1% 59
Somewhat Positive 56.1% 353 60.9% 190
: . Somewhat Negative 18.6% 117 18.1% 56
e Yo e o e e Yery N CET TR
negative? DK/NA 0.4% 2 0.3% 1
Total Positive 75.8% 80.0%
Total Negative 23.8% 19.7%
Ratio Pos to Neg 3.2 4.1
PUBLIC SAFETY AND POLICE SERVICES
Adults 18+ Likely November 2018 Voters
Column N % | Count Mze(:n Column N % | Count Mze‘:n
Crime/Drugs/Graffiti/Petty theft 21.0% 132 18.2% 57
Homelessness/Camps 13.8% 87 13.4% 42
Gang activity 10.5% 66 8.6% 27
Lack of police presence/patrols 8.4% 53 7.4% 23
Speeding 8.1% 51 10.4% 32
None/Nothing 8.1% 51 11.1% 35
Traffic/Congestion 7.2% 46 7.1% 22
ﬁwrseliillfahicle/Homes/Burglary 7:1% 45 6.8% 21
Lack of street lighting 4.3% 27 5.1% 16
Violent crimes/Shootings 3.3% 21 2.7% 8
Driving/traffic violations 3.0% 19 3.3% 10
Parking 2.9% 18 2.0% 6
Trash/Garbage/Dumping 2.3% 15 1.0% 3
Public Safety 2.3% 14 0.7% 2
5. In your opinion, what is the most serious public safety problem Pedestrian safety/Crosswalks 1.8% 12 2.2% 7
in your neighborhood? Blight/Abandoned building 1.7% 11 1.6% 5
Auto theft 1.6% 10 2.3% 7
Over development 1.5% 9 2.9% 9
Road/Street repairs 1.3% 8 1.2% 4
Wildlife/Feces/Strays 1.2% 8 1.4% 4
Schools/Education 1.1% 7 0.7% 2
Sidewalks/Repairs 1.1% 7 1.2% 4
Stoplights/Signs 1.1% 7 1.7% 5
Housing 1.1% 7 1.2% 4
Slow/No police response 1.1% 7 0.1% 0
Abandoned cars 0.7% 5 0.5% 2
" oo | TEE
Noise pollution/Loud cars 0.4% 3 0.7% 2
Jobs/Economy 0.4% 3 0.0% 0
Other Mention 0.5% 3 1.0% 3
DK/NA/Refused/Unsure 11.6% 73 10.3% 32
Very Satisfied 20.6% 130 56.2% 21.5% 67 57.0%
Somewhat Satisfied 35.6% 224 35.5% 111
6A. Fighting crime committed against people Somewhat Dissatisfied 12.9% 81 14.9% 46
Very Dissatisfied 7.8% 49 6.3% 19
DK/NA 23.1% 146 21.8% 68
Very Satisfied 15.4% 97 51.9% 14.8% 46 51.0%
Somewhat Satisfied 36.6% 230 36.2% 113
6B. Fighting crime involving property damage or theft Somewhat Dissatisfied 15.0% 95 19.0% 59
Very Dissatisfied 11.4% 72 8.1% 25
DK/NA 21.6% 136 21.9% 68
Topline Report 12/6/2016 Page 7 of 15 Page 6



Godbe Research
2016 Hayward Resident Satisfaction Survey

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % [ Count 2o Column N % [ Count 2 or

Mean Mean

Very Satisfied 24.1% 152 66.3% 23.7% 74 68.8%
Somewhat Satisfied 42.3% 266 45.2% 140
6C. Maintaining traffic safety Somewhat Dissatisfied 16.8% 106 16.9% 53
Very Dissatisfied 9.5% 60 7.4% 23
DK/NA 7.4% 47 6.9% 21

Very Satisfied 32.2% 203 65.1% 32.3% 100 67.8%
Somewhat Satisfied 32.9% 208 35.5% 111
6D. Working with an ethnically diverse population Somewhat Dissatisfied 10.6% 67 9.5% 30
Very Dissatisfied 8.8% 55 6.0% 19
DK/NA 15.5% 98 16.7% 52

Very Satisfied 35.0% 220 71.2% 37.9% 118 71.8%
Somewhat Satisfied 36.2% 228 34.0% 106
6E. Officers being courteous to the public Somewhat Dissatisfied 7.8% 49 5.8% 18
Very Dissatisfied 7.4% 47 7.7% 24
DK/NA 13.6% 85 14.6% 45

Very Satisfied 33.7% 212 59.4% 35.2% 110 58.1%
Somewhat Satisfied 25.7% 162 22.9% 71
6F. 911 operators being courteous to the public Somewhat Dissatisfied 4.0% 25 4.4% 14

Very Dissatisfied 1.9% 12 1.6% 5

DK/NA 34.8% 219 35.9% 112

Very Satisfied 16.8% 106 60.1% 19.1% 60 61.7%
Somewhat Satisfied 43.3% 273 42.6% 133
6G. Maintaining adequate neighborhood patrolling Somewhat Dissatisfied 18.9% 119 20.4% 64
Very Dissatisfied 12.6% 79 9.8% 31
DK/NA 8.4% 53 8.0% 25

Very Satisfied 26.2% 165 53.7% 27.8% 86 53.6%
Somewhat Satisfied 27.5% 173 25.9% 80
6H. Timeliness of response to police calls Somewhat Dissatisfied 11.3% 71 11.3% 35
Very Dissatisfied 7.8% 49 5.1% 16
DK/NA 27.2% 171 30.0% 93

Very Satisfied 31.8% 200 57.3% 35.6% 111 54.8%
Somewhat Satisfied 25.5% 161 19.3% 60
6l. The time it takes to get through to a 911 operator Somewhat Dissatisfied 4.5% 28 5.4% 17
Very Dissatisfied 3.1% 20 3.2% 10
DK/NA 35.1% 221 36.6% 114

Very Satisfied 27.3% 172 59.3% 26.5% 82 58.3%
Somewhat Satisfied 31.9% 201 31.9% 99
6J. Responsiveness of non-emergency operators Somewhat Dissatisfied 7.1% 45 6.7% 21
Very Dissatisfied 6.4% 40 4.9% 15
DK/NA 27.2% 171 30.0% 93

SATISFACTION WITH POLICE SERVICES -- RANKED BY MEAN SCORE

Adults 18+ Likely November 2018 Voters
Column N % | Count “f:arn Column N % | Count lvzle:rn
6F. 911 operators being courteous to the public 1.31 1.34
6l. The time it takes to get through to a 911 operator 1.21 1.24
6E. Officers being courteous to the public 0.97 1.03
6J. Responsiveness of non-emergency operators 0.92 0.98
6D. Working with an ethnically diverse population 0.82 0.94
6H. Timeliness of response to police calls 0.73 0.85
6A. Fighting crime committed against people 0.63 0.65
6C. Maintaining traffic safety 0.59 0.65
6B. Fighting crime involving property damage or theft 0.37 0.39
6G. Maintaining adequate neighborhood patrolling 0.36 0.44
Topline Report 12/6/2016 Page 8 of 15 Page 7



Godbe Research
2016 Hayward Resident Satisfaction Survey

PUBLIC SAFETY FACILITIES

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % [ Count “Eeoarn Column N % [ Count “feoarn
Definitely Yes 30.8% 194 29.2% 91
0, 0,
7. To upgrade City of Hayward public safety facilities, including: Probably Yes 28.1% 17 27.0% 84
« replacing the aging police operations center with a seismically _Probably No 13.8% 87 15.7% 49
safe building; Definitely No 15.5% 98 17.2% 54
* updating 9-1-1 dispatch and crime lab facilities and technology pk/nA 11.8% 75 10.9% 34
;ic;r;:tricr)]\;lfje capacity to quickly respond and improve crime- Total Yes 58.9% 56.2%
shall the City of Hayward issue $95 million dollars in bonds, Total No 29.3% 32.9%
requiring an average debt service of $10 million dollars annually,
for 30 years, by assessing $52 per $100,000 of assessed value,
requiring independent citizen oversight, project audits, and all
funds be spent in the City of Hayward?
FEATURES OF PUBLIC SAFETY FACILITIES
Adults 18+ Likely November 2018 Voters
Column N % | Count “fe‘:n Column N % | Count lvzl:arn
Much More Likely 46.0% 290 77.7% 47.6% 148 78.3%
Somewhat More Likely 31.7% 200 30.7% 96
8A. Provide a police operations center that will be able to survive No Effect 10.8% 68 10.3% 32
an earthquake and be up and running in a disaster Somewhat Less Likely 3.0% 19 2.8% 9
Much Less Likely 4.9% 31 4.5% 14
DK/NA 3.6% 22 4.2% 13
Much More Likely 27.8% 175 52.6% 26.0% 81 51.9%
Somewhat More Likely 24.9% 157 26.0% 81
8B. Relocate the police operations center to a more central No Effect 19.9% 125 18.4% 57
location in the community Somewhat Less Likely 9.7% 61 7.9% 25
Much Less Likely 12.2% 7 14.9% 46
DK/NA 5.6% 35 6.9% 21
Much More Likely 43.2% 134 76.5% 44.4% 67 79.2%
) _ _ Somewhat More Likely 33.3% 104 34.8% 52
8C. Prgwde techno'logy at the new po.llce operations center to No Effect 12.5% 39 9.9% 5
better integrate officer location and dispatch technology to more - > -
quickly dispatch officers to property crime scenes Somewhat Less Likely 0.3% 1 0.6% 1
Much Less Likely 6.2% 19 6.6% 10
DK/NA 4.5% 14 3.7% 6
Much More Likely 38.4% 119 70.3% 44.9% 67 73.5%
. _ ) o Somewhat More Likely 31.9% 99 28.6% 43
8D. Updating 9—1—1F1|spatch gnd crlmle lab facilities and. No Effect 14.2% 24 13.5% 20
technology to provide capacity to quickly respond and improve -
crime-fighting Somewhat Less Likely 3.9% 12 1.0% 1
Much Less Likely 6.1% 19 7.3% 11
DK/NA 5.4% 17 4.7% 7
Much More Likely 20.0% 62 51.0% 22.0% 33 53.0%
Somewhat More Likely 31.0% 96 31.0% 46
8E. Provide adequate space for holding detainees and safe No Effect 19.7% 61 27.0% 41
prisoner transfer Somewhat Less Likely 8.9% 28 2.3% 3
Much Less Likely 12.3% 38 11.8% 18
DK/NA 8.1% 25 5.9% 9
Much More Likely 43.0% 134 76.8% 44.1% 66 75.3%
Somewhat More Likely 33.8% 105 31.1% 47
8F. The up-to-date operations center will improve the Hayward  No Effect 11.5% 36 12.8% 19
Police Department's anti-drug and gang prevention capabilities  Somewhat Less Likely 1.3% 4 0.6% 1
Much Less Likely 7.1% 22 7.1% 11
DK/NA 3.3% 10 4.3% 6
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ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % [ Count “Eeoarn Column N % [ Count “feoarn
Much More Likely 34.9% 111 73.9% 31.0% 50 72.8%
. . . Somewhat More Likely 39.0% 124 41.8% 67
SQ. Prqwdt_e a modern operatlo_ns center that includes up-to-date No Effect 12.0% 38 9.5% 5
crime fighting technology and is flexible to adapt to new - ~ -
technology and operational necessities Somewhat Less Likely 6.9% 22 9.3% 15
Much Less Likely 4.1% 13 4.7% 8
DK/NA 3.2% 10 3.7% 6
Much More Likely 39.4% 126 70.8% 39.8% 64 69.9%
; . . i Somewhat More Likely 31.4% 100 30.1% 49
8H. Provide adequate space in _the op_eratlons center fo_r acrime "0 " 11.6% 37 9.3% 5
lab to analyze and store biological, digital and other evidence that -
must be kept secure Somewhat Less Likely 6.2% 20 10.9% 18
Much Less Likely 6.2% 20 3.9% 6
DK/NA 5.2% 17 6.0% 10
Much More Likely 36.8% 118 72.5% 36.2% 58 70.2%
Somewhat More Likely 35.6% 114 34.0% 55
8l. Replace the aging police operations center with a seismically No Effect 11.6% 37 9.8% 16
safe building Somewhat Less Likely 2.9% 9 2.9% 5
Much Less Likely 8.5% 27 9.1% 15
DK/NA 4.6% 15 8.1% 13
Much More Likely 46.0% 147 77.6% 42.8% 69 76.9%
. . ; Somewhat More Likely 31.6% 101 34.1% 55
8J. Replace the_pol_lce Qpe_ratlons and dispatch center to ensure Ot 9.8% 31 7.0% 11
stable communication in times of earthquakes or other disasters - - >
and to support the quickest possible emergency response times Somewhat Less Likely 3.5% 11 5.1% 8
Much Less Likely 5.5% 18 5.5% 9
DK/NA 3.5% 11 5.5% 9

FEATURES OF PUBLIC SAFETY FACILITIES - RANKED BY MEAN SCORE

Adults 18+ Likely November 2018 Voters
Column N % | Count 2or Column N % | Count 2or
Mean Mean
8A. Provide a police operations center that will be able to survive
L . 1.15 1.19
an earthquake and be up and running in a disaster
8J. Replace the police operations and dispatch center to ensure
stable communication in times of earthquakes or other disasters 1.13 1.10
and to support the quickest possible emergency response times
8C. Provide technology at the new police operations center to
better integrate officer location and dispatch technology to more 1.12 1.14
quickly dispatch officers to property crime scenes
8F. The up-to-date operations center will improve the Hayward 1.08 1.09
Police Department's anti-drug and gang prevention capabilities
8D. Updating 9-1-1 dispatch and crime lab facilities and
technology to provide capacity to quickly respond and improve 0.98 1.08
crime-fighting
8G. Provide a modern operations center that includes up-to-date
crime fighting technology and is flexible to adapt to new 0.97 0.88
technology and operational necessities
8H. Provide adequate space in the operations center for a crime
lab to analyze and store biological, digital and other evidence that 0.97 0.97
must be kept secure
8l. Replace the aging police operations center with a seismically
. 0.94 0.93
safe building
8B. Relocate the police operations center to a more central 0.49 043
location in the community
8E. Provide adequate space for holding detainees and safe 041 0.52
prisoner transfer
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CONTACTING THE CITY AND CUSTOMER SERVICE

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % | Count “feoarn Column N % | Count “feoarn
Yes 28.8% 182 29.9% 93
9. In the last 12 months, did you contact a City of Hayward
department for any reason other than an emergency? NE 69.9% 440 68.8% 214
DK/NA 1.3% 8 1.3% 4
Very Satisfied 45.9% 83 69.6% 45.7% 43 71.6%
Somewhat Satisfied 23.7% 43 25.8% 24
10A. Getting your problem resolved or question answered Somewhat Dissatisfied 15.4% 28 17.4% 16
Very Dissatisfied 13.9% 25 10.7% 10
DK/NA 1.2% 2 0.4% 0
Very Satisfied 46.5% 85 73.4% 49.3% 46 74.8%
Somewhat Satisfied 26.9% 49 25.5% 24
10B. The customer service you received Somewhat Dissatisfied 12.4% 23 12.6% 12
Very Dissatisfied 12.2% 22 10.4% 10
DK/NA 1.9% 3 2.2% 2
Very Satisfied 48.7% 88 78.1% 50.2% 47 73.0%
Somewhat Satisfied 29.4% 53 22.8% 21
10C. Courtesy of the City staff Somewhat Dissatisfied 5.9% 11 7.3% 7
Very Dissatisfied 9.6% 17 10.9% 10
DK/NA 6.4% 12 8.8% 8
Very Satisfied 45.1% 82 72.6% 50.0% 47 73.8%
Somewhat Satisfied 27.5% 50 23.7% 22
10D. Timeliness of the response Somewhat Dissatisfied 9.1% 16 9.7% 9
Very Dissatisfied 15.3% 28 12.3% 11
DK/NA 3.1% 6 4.2% 4
Very Satisfied 29.6% 54 57.3% 30.6% 28 55.9%
Somewhat Satisfied 27.7% 50 25.3% 24
10E. Voicing your concerns on major community issues Somewhat Dissatisfied 10.5% 19 12.9% 12
Very Dissatisfied 12.6% 23 9.9% 9
DK/NA 19.6% 36 21.3% 20
10C. Courtesy of the City staff 1.09 1.03
10B. The customer service you received 0.85 0.93
10D. Timeliness of the response 0.81 0.94
10A. Getting your problem resolved or question answered 0.73 0.79
10E. Voicing your concerns on major community issues 0.64 0.68
A great deal 15.3% 96 13.7% 43
11. Overall, as a resident of the City of Hayward, how much of an _Some 34.1% 215 35.4% 110
opportunity do you feel that you have to voice your concerns on A little 22.0% 139 20.5% 64
major community issues that affect your life? Not much at all 21.4% 135 21.8% 68
DK/NA 7.2% 45 8.6% 27
12. Are you aware of the community or City Council meetings Yes 42.8% 270 46.5% 144
that areyheld in your neighborhood’;/ g ’ Me 54.8% 345 50.7% 158
DK/NA 2.4% 15 3.0% 9
Attend City Council meeting(s) 33.5% 211 32.8% 102
Participate in an online forum 33.2% 209 30.6% 95
Volunteer in a City program 24.3% 153 23.1% 72
Attend community workshop(s) 16.8% 106 20.9% 65
13. In the future, how would you prefer to engage with the City? I]izilgot:ir%g:n:elghborhOOd 9.5% 60 9.1% 28
Serve an a City board or ss% | 54 03% | 29
Other (Please specify:) 2.6% 17 2.1% 6
DK/NA 22.0% 139 25.0% 78
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COMMUNICATION AND PUBLIC INFORMATION

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % | Count “i:arn Column N % | Count “f:arn
Word of mouth-
family/friends/colleagues/neighb 27.7% 174 31.6% 98
ors
City website 26.4% 166 24.8% 77
Newsletters 21.5% 135 23.3% 72
Facebook 19.5% 123 19.3% 60
Social media (Generic) 13.9% 87 12.7% 39
Newspaper (SPECIFY:) 11.5% 73 15.2% 47
TV station (SPECIFY:) 11.0% 69 12.2% 38
Ez:tllcca?;:nng notices / City 10.5% 66 11.7% 36
Internet (SPECIFY:) 9.1% 57 10.0% 31
Community meetings 7.2% 46 9.6% 30
14. From what sources do you get information about the local Nextdoor 6.7% 42 9.8% 31
community, local events, and the City government? Don't ever hear about _ 6.6% 22 2.4% 14
community / events / city
Ei?;;:::cil or commission 6.2% 39 6.9% 21
Water bill 5.5% 34 7.8% 24
Local community blogs 5.0% 31 5.1% 16
City departments or agencies 3.9% 25 4.0% 12
Instagram 3.9% 24 4.0% 12
Radio station (SPECIFY:) 2.4% 15 2.4% 8
Twitter 2.2% 14 3.1% 10
Pinterest 0.6% 4 1.2%
Snapchat 0.6% 4 0.4% 1
Other (SPECIFY:) 7.2% 45 4.5% 14
DK/NA 2.1% 13 3.3% 10
Yes 35.4% 223 36.5% 114
15. Are you aware of 'Access Hayward,' on the City website or
the mobile App? No 62.0% 391 60.4% 188
DK/NA 2.6% 16 3.2% 10
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ATTACHMENT II

DEMOGRAPHICS
Adults 18+ Likely November 2018 Voters
Column N % | Count “feoarn Column N % | Count “feoarn
1 8.5% 53 9.5% 30
2 25.2% 159 30.4% 94
3 19.1% 120 14.7% 46
4 23.8% 150 22.9% 71
5 11.2% 70 8.2% 26
A. How many members, including yourself, live in your 6 5.1% 32 6.1% 19
household? 7 1.4% 9 1.1% 3
8 1.2% 7 2.1% 6
9 0.6% 4 0.7% 2
10 0.2% 2 0.0% 0
53 0.4% 3 0.8% 3
99 3.4% 21 3.7% 11
Elementary (8 or fewer years) 0.6% 4 0.4% 1
jzgs)hlgh school (9 to 11 25% 16 2.4% 8
High school graduate (12 years) 16.8% 106 14.0% 44
Technical/vocational school 3.7% 23 2.6% 8
B. What is the last grade or level you completed in school? Some college 30.3% 191 28.9% 90
College graduate 31.7% 200 36.3% 113
Some graduate school 2.4% 15 1.9% 6
Graduate, professional,
doctorate degree(DDS, JD, LLM, 11.2% 71 12.1% 38
MA/MS, MBA, MD, Ph.D.)
DK/NA 0.7% 4 1.3% 4
African-American/Black 10.4% 65 9.7% 30
American-Indian/Alaska Native 0.4% 2 0.5% 1
Asian-American 21.7% 137 20.3% 63
. . Caucasian/White 22.9% 144 26.4% 82
C. What ethnic group do you consider yourself a part of or feel Lt A s 36.4% 229 1% 106
closest to?
Native Hawaiian/Pacific Islander 2.1% 13 1.9% 6
Two or more races 4.3% 27 4.5% 14
Other (SPECIFY:) 0.5% 3 0.7% 2
DK/NA 1.4% 9 1.7% 5
Less than $20,000 4.5% 28 3.7% 11
$20,000 to less than $30,000 5.9% 37 5.7% 18
$30,000 to less than $40,000 6.2% 39 7.5% 23
$40,000 to less than $50,000 7.2% 45 5.8% 18
$50,000 to less than $60,000 8.8% 55 6.3% 20
. . $60,000 to less than $75,000 7.3% 46 7.3% 23
D. What was your total household income before taxes in 2015? $75.000 to less than $100,000 11.0% 70 12.4% 8
$100,000 to less than $150,000 9.3% 58 8.8% 28
$150,000 to less than $200,000 5.9% 37 8.1% 25
$200,000 or more 8.0% 50 9.4% 29
DK/NA 26.0% 164 25.0% 78
E. Interview Language English 92.8% 585 94.9% 295
Spanish 7.2% 45 5.1% 16
FEsEerE T e Male 47.6% 300 44.1% 137
Female 52.4% 330 55.9% 174
18-29 23.6% 148 13.8% 43
30-39 19.0% 120 12.6% 39
F. Age 40-49 18.0% 114 13.8% 43
50-64 24.4% 154 32.0% 100
65+ 14.9% 94 27.7% 86
Not coded 0.0% 0 0.1% 0
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ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % | Count 2or Column N % | Count 2or
Mean Mean
Japanese 0.4% 3 0.8% 3
Chinese 5.0% 31 3.0% 9
Hispanic 34.0% 215 32.1% 100
Jewish 1.3% 8 1.4% 4
Al i 0.0% 0 0.0% 0
G. Ethnic Surname fmenian 2 2
Vietnamese 1.8% 11 1.7% 5
Italian 0.7% 4 1.0% 3
Korean 0.0% 0 0.0% 0
African American 5.7% 36 5.5% 17
Not Coded 51.0% 321 54.4% 169
. Owner 50.3% 317 61.1% 190
H. Homeownership Status
Renter 49.7% 313 38.9% 121
Democrat 60.1% 378 65.9% 205
L B Republican 11.3% 71 13.2% 41
A Other 4.0% 25 2.7% 8
DTS 24.6% 155 18.2% 57
Dem 1 33.9% 213 33.9% 105
Dem 2+ 16.9% 107 21.9% 68
Rep 1 4.9% 31 4.6% 14
Rep 2+ 3.0% 19 4.8% 15
Other 1 17.6% 111 11.9% 37
J. Household Party Type
Other 2+ 3.9% 25 3.4% 11
Dem & Rep 3.4% 22 3.7% 12
Dem & Other 12.4% 78 12.1% 38
Rep & Other 2.2% 14 2.5% 8
Dem, Rep & Other 1.8% 11 1.2% 4
2013 to 2016 48.3% 304 34.9% 109
2009 to 2012 20.2% 127 19.3% 60
2005 to 2008 11.1% 70 13.5% 42
2001 to 2004 7.8% 49 12.1% 38
K. Registration Date 1997 to 2000 5.2% 33 7.7% 24
1993 to 1996 1.4% 9 2.2% 7
1981 to 1992 4.4% 28 7.0% 22
1980 or before 1.7% 11 3.4% 11
Not Coded 0.0% 0 0.0% 0
L. Voting History see detailed crosstabs
0 17.3% 109 0.0% 0
1 16.8% 106 0.0% 0
2 12.8% 81 7.5% 23
3 5.5% 35 6.3% 20
4 6.3% 39 8.6% 27
5 7.2% 45 11.3% 35
6 6.6% 42 12.4% 39
. . . 7 5.5% 34 10.4% 32
M. Times Voted in Last Elections
8 2.2% 14 3.7% 12
9 4.6% 29 9.3% 29
10 4.9% 31 9.7% 30
11 0.8% 5 1.7% 5
12 2.8% 18 5.6% 18
13 6.1% 38 12.4% 38
14 0.0% 0 0.1% 0
15 0.5% 3 0.9% 3
Topline Report 12/6/2016 Page 14 of 15 Page 13



Godbe Research
2016 Hayward Resident Satisfaction Survey

ATTACHMENT II

Adults 18+ Likely November 2018 Voters
Column N % | Count 2or Column N % | Count 2or
Mean Mean
0 52.5% 331 31.9% 99
1 14.0% 88 8.5% 26
2 4.2% 27 4.9% 15
3 4.7% 30 7.5% 23
4 2.9% 19 5.1% 16
5 3.9% 25 7.3% 23
6 3.5% 22 6.8% 21
7 2.6% 16 4.6% 14
N. Absentee Voter 2 2
8 1.6% 10 3.3% 10
9 2.6% 16 5.2% 16
10 1.1% 7 2.0% 6
11 0.9% 6 1.8% 6
12 0.8% 5 1.6% 5
13 4.2% 27 8.5% 27
14 0.5% 3 0.9% 3
15 0.0% 0 0.0% 0
Yes 57.7% 364 69.8% 217
O. Permanent Absentee Voter
No 42.3% 266 30.2% 94
. Yes 44.2% 279 70.1% 218
P. Likely Absentee Voter 2 2
No 55.8% 351 29.9% 93
. Online 32.3% 203 32.8% 102
nterview e
P Phone 67.7% 427 67.2% 209
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