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From: herb
To: UAC
Cc: Council, City; Clerk, City
Subject: November 2, 2022 UAC Meeting, Item #VII.6: Fiber Projects
Date: Wednesday, November 2, 2022 5:48:47 PM

CAUTION: This email originated from outside of the organization. Be cautious
of opening attachments and clicking on links.

Herb Borock
P. O. Box 632
Palo Alto, CA 94302

November 2, 2022

Utilities Advisory Commission
City of Palo Alto
250 Hamilton Avenue
Palo Alto, CA 94301

NOVEMBER 2, 2022 UTILITIES ADVISORY COMMISSION MEETING, AGENDA
ITEM #VII.6
FIBER BACKBONE AND FIBERTO-THE-PREMISES

Dear Utilities Advisory Commission:

I support the construction of an active (point-to-point)
Ethernet protocol fiber optic network that provides 1 gigabit
per second (Gbps) symmetrical (bidirectional) bandwidth where
each subscriber is connected to the network by fiber.

The staff report for this agenda item proposes building a fiber
network that would take at least five years to complete.

The information staff has provided to date does not include the
details required for the Commission and Council to critically
evaluate staff's proposal, while some Commissioners and Council
Members believe their role is advocacy rather than requesting
and reviewing the information needed to make an informed and
reasoned decision about staff's proposal.

Since staff's proposed project would take at least five years
to build, I suggest that your recommendation include a priority
sequence for neighborhoods to be connected to the fiber network
that would motivate you to decide whether a fiber project that
takes five years to build is worthwhile when some neighborhoods
would have to wait five years to receive the benefits of the
fiber project, and where some neighborhoods would never get
fiber if the project fails before the five years occur.

I urge you to recommend to the City Council the following
reverse order of neighborhood sequencing for the fiber project:

1.  The last neighborhoods to receive fiber would be the
neighborhoods where the current Council Members live.

2.  The next-to-last neighborhoods to receive fiber would the
neighborhoods where the three Council Members elected next
week live if they don't live in the neighborhoods of the
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current Council Members.
3. The neighborhoods of the members of the Utilities Advisory

Commission who don't live in any of those Council Members
neighborhoods would receive fiber before the Council
Members neighborhoods and after everyone else's
neighborhoods.

Do you believe your neighborhood would ever receive the City's
fiber project if that schedule was adopted as part of the
staff's proposal?

Cost Estimates and Funding Allocation

The cost estimates on Packet Page 110 say the fiber-to-the-
premises (FTTP) project would cost $102.3 million and that if
the FTTP project and Backbone project were built jointly there
would be a savings of $10.9 million, while the existing Fiber
Fund would provide $34.0 million, and the total new funding
required would be $98.0 million.

The spreadsheets in the 9/19/2022 staff report to the City
Council and UAC on FTTP (ID # 13956) at Packet Pages 82, 87,
and 92 of the September 19, 2022 City Council Agenda Packet
show that the FTTP project would receive $25 million from the
Fiber Fund and would borrow $86.4 million, or more than the
maximum shown in cost estimates.

Subtracting those amounts from the total cost of the FTTP
project yields less than $1.0 million of cost savings for the
FTTP project from building the two projects separately, while
over $10.0 million of savings are credited to the Backbone
project.

Before making a recommendation, you need to see the cost
accounting of both projects together to evaluate whether there
is proper cost allocation to the two projects.

For example, there would be construction savings if the two
projects have fiber strung along the same path, but since the
same labor is required for a loose-tube fiber of as many as
864-count loose fiber cable as for a single fiber, the cost
savings should be divided equally between the two projects. 
(Twelve 12-fiber cables can be bundled together for a total of
144 fibers, and up to six 144-count fiber bundles can be placed
around an empty core to get 864 fibers.)

Depreciation

The useful lives used to calculate annual depreciation do not
correspond to those used by the City of Palo Alto.

I submitted a Public Records Act request that was answered by
former Director of Administrative Servies Lalo Perez that
showed the following depreciation schedules:

Dark fiber is amortized over 30 years.

Equipment is expensed if it is $5,000 or less.



Equipment costing more than $5,000 is amortized over 5 years.

Dark Fiber Lease Revenue

The revenue projections for New Business Internet in the
spreadsheets do not indicate the extent to which business
customers would be cannibalized from the resellers who are
customers of the Dark Fiber business.

The FTTP project would be attractive to many customers who can
now obtain service only from those resellers.

Optronics

The slides attached to the 8/3/2022 staff report to the UAC (ID
# 14582 at slide 17 indicate that only the Commercial 1 Gbps
price includes "Dedicated Packages".  Does that term mean
point-to-point Internet?

The most recent report to the Council and the UAC implies that
all customers will have symmetrical packages that AT&T does not
have provide.

The consultant and the staff need to be explicit now about
whether the proposed FTTP project is for point-to-point or
point-to-multipoint Internet.

Fiber Huts

The 10/6/2022 staff report to the UAC (ID #13591) at slide 12
shows a potential Fiber Hut at Fire Station on 5 at 600
Arastradero Road.

The subsequent report to the City Council, shows a Fiber Hut at
the adjacent Juana Briones Park that would require an ordinance
subject to referendum that could be financed by the incumbents.

Survey Results and Projections

The survey results are from individuals who selected
themselves, which creates a biased sample with nonprobability
sampling that cannot be used in the Conjoint Analysis because
nonprobability samples cannot be used to determine the behavior
of all residents in statistical terms.

Further, nobody except the staff and consultants have seen the
results of the companion business survey.

Proposition 218

For practical and legal reasons, it makes sense to separate the
City as the owner and operator of the FTTP system from the
Internet Service Provider.



Organization

I believe the FTTP project should be a customer of the Dark
Fiber Fund.

The Dark Fiber additions needed for the FTTP project would be
owned by the Dark Fiber Fund.

The FTTP project would be entitled to pay a special rate for
leasing the dark fiber from the Fiber Fund, because the FTTP
project would pass all premises, and because the premises could
become customers at any time rather than only during a specific
time window when the project is being constructed in their
neighborhood.

The special rate I propose is based on the City's depreciation
schedule for the dark fiber system.

I also believe the City should hire an experienced Network
Operator and an Internet Service Provider (ISP) with a
demonstrated commitment to network neutrality and protection of
customer privacy.

The Network Operator would install the optronics and connect
customers to the dark fiber.

Customers would pay for those connections either all at once or
in installments.

That is not the same thing as a public-private partnership,
because the City would own and control the FTTP system and
choose an operator that would be a contractor and not a
partner.

The contractor would unbundle the fee for Network Operation and
ISP so that other ISPs could access customers by paying the
Network Operator fee that would then be passed on to customers.

Thank you for your consideration of these comments.

Sincerely,

Herb Borock

cc: City Council
    City Clerk



From: Jeff Hoel
To: UAC
Cc: Hoel, Jeff (external); Council, City
Subject: Fw: How to fight FUD from ITIF?
Date: Wednesday, November 2, 2022 2:24:07 PM

Commissioners,

In a 10-13-22 message to UAC, Hamilton Hitchings, in opposing citywide municipal FTTP, cites two documents.

At my request, Christopher Mitchell, Director of the Community Broadband Networks Initiative with the Institute for Local Self-Reliance,
https://muninetworks.org/users/christopher
has provided this rebuttal of one of the documents, which I am forwarding to you.  He previously rebutted the other document here:
https://muninetworks.org/sites/www.muninetworks.org/files/fiber-fallacy-upenn-yoo.pdf

Thanks.

Jeff

-------------------
Jeff Hoel
731 Colorado Avenue
Palo Alto, CA 94303
-------------------

----- Forwarded Message -----
From: Christopher Mitchell <christopher@ilsr.org>
To: Jeff Hoel <jeff_hoel@yahoo.com>
Sent: Tuesday, November 1, 2022 at 05:34:49 PM PDT
Subject: Re: How to fight FUD from ITIF?

I hadn't read this before - the link in the email gave me a 404. I think this is what it was referencing:

https://itif.org/publications/2021/06/24/broadband-myths-does-municipal-broadband-scale-well-fit-us-broadband-needs/

Short version...

It contains several arguments:
Unlike traditional utilities that are relatively static, like electricity distribution, broadband is dynamic, requiring
consistent investment to keep up with technological change. The private sector can better adapt and drive
continual improvement.
If the private sector kept up with technological change, we wouldn't see pressure on cities to be building better networks than they are stuck
with. In general, the idea of the "private sector" mashes together a lot of different entities that aren't remotely similar... local companies often
invest in the community and are focused on helping their neighborhoods in ways that AT&T and Comcast never do. Local companies have
more in common with municipal networks than they do publicly traded Fortune 500 companies.

Municipal networks often deploy first in low-cost, high-return business-improvement districts and are
necessarily limited in their jurisdiction, making it difficult for regional providers to support areas outside city
limits.
I don't think so. In states that allow munis to serve their neighbors, they often have.

Municipalities do not support innovation as well as the private sector does. For example, they do not contribute
to standards-setting organizations or invest in R&D.
Most small private companies don't do this either. 

Several municipal networks have failed, and those that remain financially viable often owe their success more to
federal subsidies or unique circumstances than to their ownership model.
This is just lies based on the Yoo paper that made many errors. 

Many municipal advocates seem to think that once supposedly “future-proof” technologies are deployed, there is no more
necessary investment or upkeep.
Straight up bullshit.

If the goal is additional competitors to provide more consumer choice—something that comes at a cost of duplicate facilities
—there is still much that local governments can do to lower the barriers to market entry and facilitate low-cost deployment by
private firms. Rather than enter the market directly, local authorities should ensure a streamlined process to access rights of
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way and attach to poles, for example. Enabling dynamic competition would best serve consumers in the long term. But
mandating additional facilities-based, government-owned competitive “overbuilding” would increase national broadband costs
with little benefit. In crafting a national broadband infrastructure package, Congress should avoid elevating the role of
municipal and nonprofit providers.
Hundreds of governments have engaged in this stream-lining only to see no new investment or cherry-picking. ITIF will say anything to
further the interest of the large firms that fund it to further their interests.

There are these totally unsupported claims which I cannot even understand.
When a new “competitor” in the form of a local government enters a duopoly market, the overall costs of providing the
infrastructure to that area go up by roughly 50 percent.

The last thing I'll say is that ITIF doesn't care about whether a given community thrives or not. It is focused on whether tech firms are able to
increase the profits they return to shareholders. That is its focus. This is quite evident from the perspective it takes of Chattanooga. 

Chattanooga’s EPB build was wasteful overbuilding. Municipal networks should really only be reserved for areas where there
are not already private providers.

Chattanooga's network has seen more than half of all subscribers choose it over the supposedly more innovative AT&T and Comcast. It has
kept prices steady for more than a decade while dramatically increasing speeds. It has returned some $2.7 billion to the community from the
various direct and indirect benefits. https://assets.epb.com/media/Lobo%20-
%20Ten%20Years%20of%20Fiber%20Infrastructure%20in%20Hamilton%20County%20TN_Published.pdf

But ITIF says it wasn't needed because Comcast and AT&T were already there. That should tell you a lot about the perspective of ITIF and
what they value. If AT&T and Comcast dramatically raise prices in Palo Alto, ITIF will celebrate it because supposedly those firms will put
more into R&D and innovation. But that is not how the world actually works - and I'm pretty sure the folks at ITIF know this.

Christopher Mitchell
Director, Community Broadband Networks
Institute for Local Self-Reliance

MuniNetworks.org
@communitynets
612-545-5185

On Tue, Nov 1, 2022 at 2:42 PM Jeff Hoel <jeff_hoel@yahoo.com> wrote:
Chris,

In Palo Alto, Hamilton Hitchings opposes citywide municipal FTTP.  See his message of 10-13-22 to UAC (pages 2-53 here).  (Page 2 is
his message -- see below the "######" line.  Pages 3-53 are copies of the two documents he cites.)
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-agenda-
and-minutes/agendas-and-minutes-2022/11-02-2022/11-02-2022-public-letters-to-uac.pdf

It cites the Yoo et al. paper, for which you've provided a rebuttal.  Thanks.
https://muninetworks.org/sites/www.muninetworks.org/files/fiber-fallacy-upenn-yoo.pdf

It also cites a 06-24-21 article from ITIF.  Is there a rebuttal for that, too?

Thanks.

Jeff

################################################################################################################

From: Hamilton Hitchings
To: UAC
Subject: Link to U Penn Study of Municipal Fiber Projects
Date: Thursday, October 13, 2022 6:54:22 PM

You don't often get email from hitchingsh@yahoo.com. Learn why this is important
CAUTION: This email originated from outside of the organization. Be cautious of opening attachments and clicking on links.

Several folks have asked for the link to the U Penn study on municipal fiber which showed very poor financial performance by most of the
20 municipalities studied. So I figured I'd send it to you along with the summary article I quoted from. I highly recommend reading them as a
counter point to Magellan's optimistic forecasts.

Article: https://itif.org/publications/2021/06/24/broadband-myths-does-municipal-broadband-scalewell-fit-us-broadband-needs/

U Penn Paper: https://www.law.upenn.edu/live/files/6611-report-municipal-fiber-in-the-united-statesan

Best wishes,
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Hamilton

==========================================================================================================



From: Jeff Hoel
To: UAC; Council, City
Cc: Hoel, Jeff (external)
Subject: TRANSCRIPT & COMMENTS -- 11-02-22 UAC meeting -- FTTP item
Date: Saturday, November 12, 2022 6:44:46 PM

CAUTION: This email originated from outside of the organization. Be cautious of opening attachments
and clicking on links.

 Commissioners and Council Members,

Below the "######" line, please find a TRANSCRIPT of Item VII.6 of UAC's 11-02-22 meeting (about FTTP), with my COMMENTS
(paragraphs in red beginning with "###").

Agenda and staff report:
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-
agenda-and-minutes/agendas-and-minutes-2022/11-02-2022/11-02-2022-uac-agenda-and-packet.pdf

Video:
https://midpenmedia.org/utilities-advisory-commission-31-1122022/

High level comments:

1.  Of the three options proposed by staff, I like Option 1 best -- to build out citywide FTTP within 5 years.  So, I was disappointed that
UAC chose to recommend Option 2.  Option 2 kicks an oft-kicked can further down the road.

2.  I would like Council to look at the possibility of not building out the dark fiber backbone extension.  I think it's not required for FTTP,
or AMI.

3.  I think Option 1 might require as little as between $80 million and $85 million, provided the Electric Utility pays its fair share from the
Electric Special Projects Reserve Fund.   (See comments at 2:21:00.)

Thanks.

Jeff

-------------------
Jeff Hoel
731 Colorado Avenue
Palo Alto, CA 94303
-------------------

#####################################################################################################

TRANSCRIPT

###  Attended by Chair Segal, Vice Chair Johnston, and Commissioners Forssell and Metz in chambers, and Commissioners Smith and
Scharff via Zoom.  Also attended by Council Member Cormack in chambers.

1:55:04:

Chair Segal:  And now we'll move on to Item 6, which is staff's recommendation that the UAC approve a recommendation that Council
recommend building the fiber backbone and options for fiber to the premises.  I think we have some public comment.

1:55:25:

Jenelle Kamian:  If anyone from the public would like to speak on Item number 6, please raise your hand or dial *9 on your phone.  We
have one speaker virtually and three that are here.  The speaker that is on Zoom is Daniel Dulitz.  Mr. Dulitz, you can speak now.

1:56:16:

Daniel Dulitz:  Thank you.  Reading the staff's recommendations, I have three observations.  First is that all the technical questions, I
believe, have been answered at this point.  In my view, the proposal from Magellan is technically suitable.  And I believe that there is no
significant technical risk in this proposal.  Second, the primary risk in this proposal concerns marketing, take rates, and determining the
true cost of providing service.  And my third observation is that many residents are dissatisfied with their internet options today.  Even
areas that are served by AT&T Fiber today would likely receive better service -- even from AT&T -- if it had a true fiber competitor.  For
these reasons, I support the FTTP recommendation.  And, specifically, a phased build-out, described as Option 2 in the staff
presentation.  A phased build-out mitigates the primary risks of this proposal regarding take rates and marketing, by enabling test
deployments, effectively, which, with a relatively low expenditure of capital, can determine the community's desire for these services at
scale.  And while the staff presentation suggests that Option 2 provides limited support for the City's needs, for its communications
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infrastructure, I believe that wise application of phasing -- choosing the right areas to phase -- could support the vast majority of the
City's needs in a relatively short timeframe.  Thank you.

1:58:07:

Chair Segal:  Thank you, Mr. Dulitz.  Are there any other speakers online?

1:58:17:

Jenelle Kamian:  I see no other hands raised.  Our first speaker is Hamilton Hitchings, followed by Jeff Hoel.

1:58:33:

Hamilton Hitchings:  Thank you ** [mike dropout] on how to move forward with fiber.  And thank you to the commissioners, for exploring
how to provide better internet access at high speeds.  Option 1 is to build fiber backbone and fiber to the premise in 5 years, for a $98
bond.  As our City Council member Eric Filseth said, it all comes  down to take rate.  Staff has claimed a 25 percent take rate is
necessary to break even.  Magellan has provided an expected 40 percent take rate, based on Longmont, Colorado,

###  Not true.  Magellan's estimate is based on a conjoint analysis of data from its residential survey of Palo Alto.  (See PDF page 43 of
the 09-19-22 staff report.)
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/city-council-agendas-
minutes/2022/20220919/20220919pccsm-amended-linked.pdf
The "preliminary" market share estimate was 62.2 percent, but this was discounted to 40.26 percent.

###  Longmont's take rate is now 60 percent.
https://www.timescall.com/2022/08/30/longmonts-nextlight-internet-service-surpasses-25000-customer-
milestone/#:~:text=%E2%80%9CGenerally%20speaking%2C%20we%20have%20a,are%20choosing%20to%20take%20it.%E2%80%9D
It was 53 percent in 2018 (four years after launch).
https://www.utilityexchange.org/assets/12th-rmue/21.Lutz-Finleon-Love-Longmont-Broadband.pdf

which rolled out their fiber in 2014, long before any other fiber competitors were present.  Whereas, in Palo Alto, AT&T has a 3-year
head start over our fiber.  For customers wanting excellent customer service through fiber, they can also buy directly from Sonic.  Thus,
we should assume Palo Alto Fiber will get almost no market share in neighborhoods where AT&T is first to market.

###  Did the survey ask this question specifically, as part of the conjoint analysis?  If so, what was the result?

If we assume AT&T is able to get to 60 percent of the market first, that would only leave 40 percent of the market as an opportunity for
conversion to Palo Alto Fiber.  If we assume only half of the remaining customers convert to Palo Alto Fiber, that's a 20 percent take
rate.  There are many reasons why a 20 percent take rate is not only realistic but probably too high.  First, it's easy for AT&T to
accelerate their installations.  And they could possibly reach 70 percent of the market first.

2:00:13:

Secondly, many Comcast customers enjoy a $30 a month monthly fee.

###  This source say you can get 50/5 Mbps internet for the special price of $19.99 a month for the first 12 months, but after that it's
$50.00 a month.  100/5 Mbps internet's special price is $39.99 a month for the first 12 months, but after that it's $60.00 a month.
https://www.connectcalifornia.com/internet-service/xfinity-pricing
Not included is the modem/router.

###  This source says that getting faster upload speeds can be expensive.
https://potsandpansbyccg.com/2022/10/31/the-price-for-faster-upload-speeds/

###  Some municipal networks don't offer special prices, just easy-to-understand, everyday prices.  And some customers prefer it.

And switching to fiber would be double that.

###  Palo Alto Fiber's prices are not yet finalized.

2:00:24:

Fiber's big advantage is fast upstream speeds.  Which is of marginal use to most customers.  For example, Zoom in HD is only 4
megabits a second.  To put that in perspective, that's one quarter of one percent of fiber's one-gigabit upstream speed.  So, a quarter of
a percent is all you need, of what fiber gives you, to do the Zoom in HD.  50 percent of the users also enjoy bundled services through
their existing provider.  So are less likely to switch.  Lastly, 72 percent of users are ambivalent to happy with their existing high-speed
internet service today.  I ask the commission and the staff to please provide a much lower and realistic estimate of take rate to City
Council.  Such as 20 percent.

2:01:22:

Then, there's there's the issue of cost overruns.  The cost estimate for the City for fiber to the home have already increased 20 percent
from 2021 to 2022.  Much faster than inflation.  If we conservatively estimate 25 percent further increase on the infrastructure build-out,
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###  This is an unsupported guess.

and 25 percent increase on break even,

###  I assume Hitchings means that the take rate required to break even would increase from 25 percent to 31.25 percent.  But it would
be better to make assumptions about costs and then CALCULATE the new minimum take rate required.

that will push the take rate we need to break even much higher.  I don't know whether that's 30, 35 percent.  But it will be a significantly
higher take rate.  According to the U. Penn Law School study,

###  The study was done by Christopher Yoo and Timothy Pfenninger (not by the University of Pennsylvania Law School).
https://www.law.upenn.edu/live/files/6611-report-municipal-fiber-in-the-united-states-an
It has been thoroughly debunked here.
https://muninetworks.org/sites/www.muninetworks.org/files/fiber-fallacy-upenn-yoo.pdf

which analyzed 20 municipalities which were willing to break out their fiber financials from the rest of the utility, 11 were cash flow
negative, five would require over 100 years to pay back, and only two would be able to pay back on time.  One of those was a sub-LA
city which was basically a commercial business offering, so not representative.   This study covers a period from 2010 to 2014.  Since
then, private providers have launched service, and the landscape today is much more competitive.  It should also be mentioned that
when utilities have had to sell their money-losing fiber assets, it's typically been at a dramatic loss.  Such cities -- This has included such
cities as Provo, Utah; Marietta, Georgia; and Quincy, Florida.  And they are left to pay the bond obligations.  Which, in our case, would
be $180 million.

###  See the staff report, Packet Page 111.

No other city in California has concluded that a citywide, city-owned [FTTP] offering makes sense, and successfully deployed it.

###  Yes.  In this respect, California has not been the leader we wish it were.

2:03:04:

Because of the severe financial shortcomings of Option 1, I support Option 3, which is to build a fiber backbone, pause City-owned ISP
plans, and collaborate with private ISPs.  Continuing to invest in our dark fiber, to support our profitable offering to business, and add
necessary support for smart city initiatives, seems to make sense.  For the same reasons I listed above, it may NOT be commercially
viable for a third high-speed internet provider to start in Palo Alto.  However, Atherton Fiber does have a successful track record of
running a fiber service in Atherton, and is looking to expand.

###  Historically, Atherton Fiber has required that at least some customers pay huge connect fees up-front.

We should offer subsidies to try to entice a company such as Atherton Fiber, in a way that is performance-based, so they cannot just
take the money and run.

###  In general, subsidies are a way to lose money.  It makes no sense to insist that municipal FTTP not risk losing money, and then
guarantee losing money in support of private-sector providers.

For example, offer free use of the dark fiber backbone for the first 3-5 years for residential customers, free of use, before charging a
usage fee.  Offer a subsidy of $1,000 per new fiber customer activated who does not currently have access to AT&T Fiber.  Thus, to
activate the first thousand customers would only cost a million dollars.  Offer help to subsidize integration with the dark fiber network. 
For example, $5 million.  But make the payment based on some successful service offering milestone.  Such as, the first 1,000 users
served for a year.  Lastly, for Option 3, I request staff add a subsidy for high-speed internet for low-income households.  For example,
$500 per year for the lowest 1,000 households would only cost half a million.  Alternatively, you could offer a subsidy to every household
in the low- or below-market income housing.  Creating a money-losing municipal fiber will not be a good way to subsidize the low-
income folks.

2:05:03:

Please recommend Option 3 to the Council, to improve the City's fiber offering without the downside risk of borrowing money.  Please
do not recommend Option 1, which could result in us owing a large portion of the $180 million we must pay back from the General Fund,
should the service only achieve a 15 [percent] or 20 percent take rate and have cost overruns.  This would force us to cut library hours,
community services, fire and police staffing, affordable housing, and climate change initiatives.  Thank you for listening.

2:05:39:

Chair Segal:  Thank you, Mr. Hitchings.

2:05:43:

Jenelle Kamian:  Next, we have Jeff Hoel, followed by Herb Borock.

2:05:52:

Jeff Hoel:  OK.  I won't try to rebut Mr. Hitchings comments in real time.  But I'll get back to you guys.  My recommendation, of the three

https://www.law.upenn.edu/live/files/6611-report-municipal-fiber-in-the-united-states-an
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options proposed, is Option 1.  It's the option that Council selected a year and a half ago.  They said let's not do the incremental.  If you
look at what the Option 2 incremental does, it costs more, and takes a lot longer to implement, giving competitors more time to be
competitive first.

I was looking through the historical records of how Chattanooga came up with its network idea.

###  12-02-16 interview of Harold DePriest, former CEO of EPB.
https://muninetworks.org/content/transcript-community-broadband-bits-episode-230

The Electrical Power Board

###  Actually, Electric Power Board.

(EPB) started out saying we need a way to do smart grid.  And they thought hard about what they'd need to do that, and the network
they came up with, just to do smart grid, looked very much like it could also serve as a general purpose, to the public, fiber to the
premises network.  So then, they bided their time until the electronics got to be inexpensive enough to implement it.  They thought the
two applications -- the smart grid and the fiber to the premises -- together would make enough money to pay for it.  And what they found
was that the fiber to the premises, by itself, made enough money to pay for it.  That's an inspiration that we in Palo Alto could take
advantage of if we thought about it hard enough.

Anyway, I'm for --  Of the three options that you can choose from tonight, I favor Option 1.

2:07:53:

Chair Segal:  Thank you, Mr. Hoel.

2:07:57:

Jenelle Kamian:  Our last speaker is Herb Borock.

2:08:04:

Herb Borock:  Good evening, Chair Segal and commissioners.  I sent you a letter shortly before 6 o'clock.  And I'll go through that
briefly, since you might not have had time to review it.  And add a few things.

First, in going to the previous joint session with the Council, it seemed to be people were more concerned about advocacy -- some
commissioners and Council members -- rather than critical review of what staff is proposing.  You know, I agree with Jeff Hoel.  But I
think you have to first see if it works, based on the model you've been presented with.  For a five-year project, though, it's a -- well, if
that's such a good idea, what if the Council members' neighborhoods were last?  And the Commission's neighborhoods were just before
the Council?  And everybody else's neighborhoods came first?  Is that the kind of thing that you would approve?  And expect -- that in
five years, you would get fiber?  Or maybe you'd choose something else?  Or maybe, if the project fails, you wouldn't get fiber at all.

2:09:23:

Another concern I have is the cost estimates.  What I did is, I took a look at the spreadsheets that are in the previous joint report.  And if
you add up the amount of money from the Fiber Fund and from the bonds, it's almost as much as the total fiber cost -- FTTP cost.  You
know, within a million dollars.  Which means all of the savings from combining the two projects would be going to the backbone.  That
didn't make much sense to me .  Was, you're just saving construction costs.  The materials cost is going to be the same.  And, it would
seem to me, the savings costs would be identical for the two.

2:10:14

The next item I have is, the depreciation rates don't match the -- what the City's rates are.  Which are in my letter.  And there's revenue
coming from commercial business customers.  But I would think that would be cannibalizing the customers of dark fiber that the
resellers -- that are the resellers customers.  Because this would be more attractive.  And there is also money shown that is growing
from the existing dark fiber being used in the project.  But previous reports have said that those numbers were going down, because of
competition and consolidation.  And now, suddenly, in the last Quarterly Report, it says, oh, no, they're going to be going up.  And I don't
see whether that's accurate or not.

2:11:04:

There's not a clear statement of what the optronics are.  You know, are they going to be point-to-point or point-to-multipoint?  The fiber
hut that you had seen in a previous report was to be at the fire station at Arastradero Road.  At the Council report, it's in a park, Juana
Briones Park.

2:11:20:

And, I think, the cost allocation divided amongst the uses.  I thought at some point, they were saying the FTTP -- 432 fibers -- included
fibers for the backbone as well.  For expansion.  And it seems that price should be allocated to them.  Thank you.

2:11:38:

https://muninetworks.org/content/transcript-community-broadband-bits-episode-230


Chair Segal:  Thank you, Mr. Borock.  Are there any other public comment?

2:11:51:

Jenelle Kamian:  There are no other public comments.

2:11:53:

Chair Segal:  Thank you.  And welcome, Mr. Honker.  I see you here.  Do you intend any kind of presentation?  Or are you here to
answer questions only?

2:12:01:

John Honker:  Um.  Commissioner, we do have a few slides to go through with UAC this evening, if that works for the Commission.

2:12:14:

Chair Segal:  Sure.  Thanks.

2:12:14:

John Honker:  You're welcome.

2:12:17:

Dave Yuan:  All right.  Good evening, Commissioners and Council member.  So, I will be making the presentation tonight.  And then,
John will help supplement some of the technical parts at the end.  So, bear with me.  [laughs]

2:12:26:

###  Slide 1 -- Building the Fiber Backbone and Options for Fiber-to-the-Premises

All right.  So, tonight, we are seeking UAC's recommendation on how the City should move forward with the fiber to the premises.  And
enhanced broadband in our community.

2:12:38:

###  Slide 2 -- AGENDA

Staff will be presenting three options that the UAC can recommend.  Or modify.  So -- for Council's approval.  Or for an action item.  I
think we're scheduled to go back to Council on December 19th of this year.

2:12:52:

###  Slide 3 -- Comparison to Other California Municipalities

For tonight's agenda, we will --  Oops, sorry.  One slide back.  Thank you.

###  Slide 2 -- AGENDA -- again

** for the agenda tonight, we are coming back with some follow-up information from the joint session.  On September 19th.  One was
about comparison to other municipalities, benefits and risks of microtrenching, and also, use of the fiber reserves, or surplus.  And then,
we've also listed the three fiber -- or, the three fiber options of deployment.  Going all the way from full deployment; to an incremental, or
phased, build-out; and then, also, pausing, and letting the -- collaborating with the private ISPs instead.  So, it ranges from high to low. 
Next slide, please.

2:13:29:

###  Slide 3 -- Comparison to Other California Municipalities

According to the Institute for Local Self-Reliance, there 83 citywide municipal fiber to the home -- premises -- throughout the nation.

###  Community Network Map
https://muninetworks.org/communitymap

And there's another 260 communities that offer some fiber services, generally in the commercial areas, for economic development.

For comparison cities, tonight, what we did, we focused primarily on California, because we're regulated by the same state laws.  We
also have similar competitive landscape, of multiple incumbents -- telecom providers.  We researched about 30 municipal cities that
provide utility services, and grouped them into basically four categories.

One is, the cities have either developed a fiber optic network master plan, because they consider internet and broadband as an

https://muninetworks.org/communitymap


essential service.  The master plan is a guide for them to build or expand their fiber optic networks, as a future investment to their
community.

The second is similar to Palo Alto.  A lot of cities are also offering dark fiber licensing.  Whereas others are even providing a lit fiber for
commercial business, for also commercial development -- economic development.

And then, thirdly, there are some cities that have limited fiber to the premise in certain selected areas.  For instance, Loma Linda are
offering homes that are built after 2004 with fiber to the premises.  Rancho Cucamonga is only building fiber to the premises in areas --
greenfield areas.  And then also Santa Monica.  They're targeting new MDUs.

And finally, there are some cities that have public-private partnerships with private ISPs, just to offer another option of broadband to
their community.  For example, Brentwood is licensing fiber to Sonic, to provide ISP service.

###  Brentwood allowed Sonic to deploy fiber in Brentwood's conduits.
https://www.mercurynews.com/2015/05/20/sonic-partners-with-brentwood-to-bring-high-speed-internet-to-town/

And Santa Cruz did have a partnership with Cruzio.  But I think that has dissolved, since I think Cruzio now is doing the fiber
deployment on their own, without the city support anymore.

So, as of today, there is no city in California that is providing citywide municipal fiber to the premise.  Is what we found.

###  California is not a representative sample of what's possible for municipal FTTP.

Next slide, please.

2:15:53:

###  Slide 4 -- Micro-trenching for Fiber

The second question was whether microtrenching could help reduce construction costs and also speed up the deployment.  So,
microtrenching is a construction method used mainly for fiber installation.  It does use a much shallower depth.  Instead of a 24-36 inch,
that we recommend to go beneath the surface, for microtrenching, you only have to go down 8-16 inches.  And there's an illustration on
the right of that.  So, that is a microtrench.  It's about 1-2 inches in diameter.

###  Width.

On the bottom is where the conduit will lie.

###  How large should the conduit be?  (The "actual photo" shows a trench about 15 times as deep as it is wide.  So, let's say 15 inches
deep and 1 inch wide.  Is a 1-inch conduit large enough for our purposes?  Or, would our microtrenches be wider than the "actual
photo"?)

So, in there, there's two conduits stacked on top of each other.  And then, between there is the filler.  Between the -- to fill up the
gravel.  So, there's a -- to preserve the streets.  And on top is the asphalt.  So, the problem here is that usually the backfill is not always
reliable.  So, then there will be -- the streets will have cracks.  And then the fiber will get damaged.  And another problem is also the
shallowness of the depths.  Like for our streets, our average is, I think, -- depth, for street repaving, is generally between 6 to 18 inches. 
And we do repave our streets about every 15 years, on a cycle.  So, if we were to microtrench, there would -- could be potential for a lot
of dig-ups.  The construction timeline 3-4 times, 'cause they only need 1-2 persons per crew, instead of 4, let's say.  And then, they're
also excavating thousands of feet per day, instead of hundreds, if you use traditional boring.  Or trenching.  So it is less labor-intensive. 
But there are disadvantages.  There are costs to it.  So, given what we've learned and the fact that it's not really been proven
technology, and with the City's tree canopy, and also all our other infrastructures underneath, and our conditions of the streets, so we
do not recommend microtrenching for this project.  So, we will continue to monitor it. to see if construction methods improve.

2:18:00:

And there was a state law that was passed recently where cities are supposed to start allowing microtrenching.

###  SB 378 says a microtrench is at most 4 inches wide and between 12 and 26 inches deep.
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202120220SB378

So, we are working with Public Works, Legal, to put together a standard.  But for now, we haven't been receiving requests from other
ISPs or providers asking to use that technique.  So, I think the costs outweigh the benefits on that one.  Next slide, please.

2:18:27:

###  Slide 5 -- Use of Fiber Fund Surplus

###  I object to calling what's in the Fiber Fund a "surplus."

In regards to the fiber reserves, the City has a very successful dark fiber business.  We have accumulated about $34 million, since the
inception, which was about -- in the late 1990s.  So, according to our City's legal opinion, the dark fiber reserves that we've generated
so far can be used for any fiber-related projects, including the fiber to the premise build-out.  But for future revenues from the fiber to the

-
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premise business, there is uncertainty of what those funds could be used for.  And that's mainly due to this recent litigation about state
revenues -- what it can be used for, under Prop 26 and 218.  Or --  Yeah, Prop 26 and 218.  So, we are still monitoring those litigations. 
So, for now, we don't know if FTTP revenues can used for other things besides supporting the ISP service.

2:19:31:

###  Slide 6 -- FIBER BACKBONE EXPANSION

So, for all three options, the staff is recommending that we build out the fiber backbone.  And reinvest back in the fiber network.  The
estimated cost of the build -- it's about $26 million.  Depending on which option we choose -- the City Council chooses -- the cost could
be split between the Fiber Fund and the Electric Fund.  If it's a dedicated -- just to the Electric Utility, then the Electric will pay for most
of it, but not all of it.

2:19:59:

The existing fiber network is about 27 years old.

###  The oldest pieces are about 26 years old (2022 - 1996 = 26).  Other pieces are younger.

The average life expectancy of a fiber network is probably 30-40 years old.  So we are reaching that earlier life expectancy.

###  I'd like to see what research supports this estimate.

The new fiber backbone will also enhance reliability, provide redundancy, and add new capacity for our fiber-leasing program.  Our
licensing.  And also allow departments to use more fiber for other initiatives as well.  So --  Which is why we're recommending the fiber
build-out of the backbone in all three options.  As you recall, we did start up a fiber rebuild CIP in 2016.  But I think we did put it on
pause, because we're undergoing this effort to see if we can maximize -- or, minimize disruption to the streets, and also maximize cost
savings.  So, we know there are areas of congestions.  And we also need more capacity in other areas.  Next slide, please.

2:21:00:

###  Slide 7 -- OPTION 1 -- FULL DEPLOYMENT (ADVANTAGES)

So, under Option 1, the City would build out the whole fiber to the premise network, citywide.  Hopefully, within 5 years or less.  But we
would need about a $98 million bond financing to cover the difference

###  Why?  The staff report (PDF page 121, Packet Page 110) says "Total Costs" to build the citywide FTTP network and the fiber
backbone separately would be $142.9 million.  It says $10.9 million could be saved by building both networks together.  It says the Fiber
Fund could pay $34 million, leaving $98.0 million of "total new funding required."  It says between $80 million and $85 million would be
allocated to "Fiber" and between $13 million and $18 million would be allocated to "Electric."  It doesn't say all $98.0 million would
require bond financing.  The Electric Utility has an Electric Special Projects Reserve Fund has $46,664,855 for FY 2022 (according to
this 07-01-22 document).
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/reports/city-manager-reports-cmrs/attachments/03-02-2022-
id-13961-attachment-e-clean.pdf
If Electric used this fund to pay its share, the amount of bond financing required could be between $80 million and $85 million.

The bond will be shared between the Fiber and the Electric Utilities.  Like I said earlier, the Electric Utility will be responsible for the
backbone.  And the Fiber will be responsible for the fiber to the premise network.  The advantages of this option is that all residents and
businesses will have equal access to fiber, and provides another ISP choice for our community.  We will also be able to offer higher
internet speed, more reliability.  And then, we also have control over pricing, net neutrality, data caps, privacy, and other broadband-
related topics.

2:21:56:

So, we think that the fiber network is a multi-purpose infrastructure, that supports also economic development, education, public safety,
healthcare, transportation, utilities, and civic engagement.  So this is a long-term investment.  And then, at the end, we all will be
reducing spending, hopefully.  Spending for all the residents, as either competitors will lower their prices or we offer more competitive
prices as well.  So, it will be less internet spend for the community as a whole.

Sorry, Commissioner Segal.

2:22:30:

Chair Segal:  Well, I just had a question, because I thought you said that the Electric Fund will be putting up the same amount
regardless of which option.  And so, I don't know if I'm reading this correctly, but on page 6 of this item, or page 114 of the packet,
where it has the resource impact, under Option 1, for the funding, under jointly -- there's zero for the Electric Fund.

2:23:00:

Dave Yuan:  Right.  So, on that one, if we're going to be bond financing, we're going to bond finance the Electric portion as well, just
because then the City would get a better rating, and a better rate.  Because Electric has a better -- healthier -- financial record than the
Fiber Utility.  So, I think if we were to bond finance the entire project, we would want to include the Electric in there as well.  So, a
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portion of the $98 million will be allocated to the Electric Fund.  Just to get a better rate.

###  Have financial experts vetted this concept?

2:23:27:

Chair Segal:  Thank you.

2:23:30:

Commissioner Forssell:  Can I ask question as well before you proceed?

2:23:33:

Dave Yuan:  Sure.

2:23:34:

Commissioner Forssell:  It's just a --  Can you help me understand some specifics around "infrastructure to support for smart city
applications..."  I'm just noticing that, you know, the fiber backbone recommended under all three options "enables more connectivity for
City departments."

###  Quoting Slide 6.

But only Option 1 provides "infrastructure ... for smart city applications to manage traffic, climate, public safety, emergency" ops "and
other civic functions."  Can you help me understand like what's -- what are the better connectivity for City departments that happen
regardless, and some examples of what are advantages to the City operations that are only available with Option 1.  Does that question
make sense?

2:24:18:

Dave Yuan:  I think so.  So, for the Option 1, we will have fiber also --  Besides the backbone. we'll also be in the neighborhoods.  Like,
for OES,

###  Office of Emergency Services

they need better Wi-Fi in certain neighborhoods.  And, especially, during -- the Stanford area during games.  So, then, if we have more
fiber out there, that will help them with their Wi-Fi and their connectivity.  And there's also, I think, transportation -- would like Wi-Fi -- 
Or, fiber, not Wi-Fi.  Fiber.  In our parking garages.  So, with the fiber to the premise network, you will be distributed throughout the City,
and not just along the corridors.  So that's why you'd be able to enable more smart city initiatives with the full network.  Versus the
backbone.  That we currently have.  So, right now, we aren't able to connect to some of those initiatives, just because we don't have any
fiber nearby to those requests.

2:25:11:

Commissioner Forssell:  So, I heard, connectivity at Stanford, and in parking garages.  As the two examples.

2:25:16:

Dave Yuan:  Yes.  And then, parks also had some requests for, also, some fiber, to do Wi-Fi in certain areas.

2:25:23:

Commissioner Forssell:  Did you say parks?

2:25:24:

Dave Yuan:  Yeah.  Parks.  CSD.  Community Services.  And then there were -- I'm trying to think what else -- transportation -- wants to
add some like electronic signs, throughout some areas as well.  Some of the thorough-ways.  Like, I think Embarcadero has the manual
sign every year for the football games.  So if we had fiber there, they could have a digital sign.

###  All of these examples would be better served by FTTP than by dark fiber.

2:25:46:

Commissioner Forssell:  OK.  Thanks.

2:25:48:

Commissioner Scharff:  So, I also had a quick follow-up question to what you just said.  Going back to the previous response.  You said
that if we include the Electric Fund in the bond issue, we'd get better rates, because the Electric Fund has better credit.  Um.  Than the
f- --  Are we going to sep- --  Will the General Fund be on the hook for this. if -- um -- we -- basically, if fiber couldn't pay the bond -- um -



- the interest on the bonds?

2:26:15:

Dave Yuan:  Yes.  Based on our understanding, yes.  The General Fund would be on the hook, if the Fiber Fund was not able to pay off
the debt service at the end.

2:26:23:

Commissioner Scharff:  So, including the Electric Fund, would BOTH the General Fund and the Electric Utility be on the hook?  Or, -- 
I'm --  Or, is there not really a difference?  I mean, ...

2:26:31:

Dave Yuan:  We would allocate a certain portion to the Electric when we do the bond financing, based on the costs -- the actual costs of
constructions.

2:26:39:

Commissioner Scharff:  Yeah, but if I'm a bondholder, and you're not paying me, do I go -- do I go after both of you?  I mean, is that how
that goes?  Both the Electric Fund and the General Fund?  And then, the General Fund makes good of its part and the Electric Fund
raises its rates, I guess?  Is how that works?

2:26:56:

Dave Yuan:  I guess that --  From my understanding -- Yeah, the bondholders could go after the Electric Fund as well, if we're bond
financing them together.  I think is what I understand.

2:27:05:

Commissioner Scharff:  OK.  Ah --

2:27:06:

Dave Yuan:  There is that risk.

2:27:07:

Commissioner Scharff:  OK.  Yeah.  So, I just wanted to clarify that.  So I understood it.

2:27:12:

Dave Yuan:  Um hum.  OK?  So, we can move on.  Let's see.

2:27:21:

###  Slide 8 -- OPTION 1-FULL DEPLOYMENT (DISADVANTAGES)

The disadvantages of Option 1, I guess.  So, again, we've talked about this before.  The risk of competition with our incumbents.  We
don't know how they will respond if we start building fiber to the premise.  Then, also, the other one is the financial risk of the take rate. 
So, we're estimating we'll need about 25 percent to break even.  And if there is a shortage, I guess -- if it's lower than 25 percent, we will
require subsidies from the City, probably, to cover the debt payments.  And the debt payments, right now, based on the current rates
from two months ago, I think, is like 4.5 percent.  And then, the annual payment is about $6 million.  And the total payment -- interest
over 30 years plus principal -- it's about $180 million in total.  So, that is the whole all-in cost.

2:28:09:

Commissioner Scharff:  So, I did want to jump in on that one.  Aren't we --  Isn't the Treasury rate like at 4 [percent] at the moment?  I
mean --  So, if the Treasury's at 4, aren't we going to get a -- have to provide a higher rate?  Is 4 percent -- 4.5 percent -- is that --  I
mean, didn't they just raise interest rates again today?

2:28:32:

Dave Yuan:  They did.  You know, we ran these numbers probably a couple months ago, so I'll have to check with the Treasury
Department to find out how often ....

2:28:39:

Commissioner Scharff:  Right.  But the --  But, I mean, it's not like these are small changes.  I mean, I think we're getting --  If we ran it
two months ago, are we --  You know, I can't remember how many times they've raised it now.  Are we up 200 basis points, or are we
up, you know, 100 basis points, since you last ran it?  And does that --  And how much money is that?  I mean, these numbers could be
completely worthless.



2:29:03:

Dave Yuan:  So, we can follow up with our Treasury and see if their bond consultant run up new numbers before the next meeting.  ** ...

2:29:12:

Commissioner Scharff:  But I mean, I think it's more than that.  I think it's running where interest rates go when we do this.  I mean, you
know --  I mean, this made a lot more sense when interest rates were cheap.  It made a lot more sense.  And so, you know, I mean, it -- 
I don't know where inflation's going, and I don't --  I'd be rich if I knew where interest rates were going.  I mean, I think --  I think we're
underplaying the interest rate risk, without running a sensitivity analysis of where interest rates are, and how much would this cost, how
much would that increase our cost on the fiber.  And, you know, if we're more than Comcast, I think our take rate is a problem.

2:29:52:

Dave Yuan:  Um hum.  We do know --  Oh, sorry.  Go ahead.

2:29:54:

Commissioner Scharff:  No, I was going to say --  And one of the other random thoughts I had in this, actually, is that, given that the take
rate is the all-important thing here, that matters, I actually think you should offer somewhere between 3 and 6 months free to the entire
community.  I mean, if you offered 6 months free, you'd probably get 100 percent take rate.  And then, people then have to decide to opt
back out to -- to Comcast or to AT&T.  And if you included that in the bonds, then I think you may actually -- could use a much higher
take rate.  Because then people would have to decide to change again.  And I think most people would take free internet for 6 months. 
But I could be wrong.  I'm just saying I think the consultants should look at things like that.

###  Longmont (NextLight) offered 1 Gbps symmetrical internet service to "Charter Members" who signed up within 3 months of the
network's  availability in their neighborhoods for the special price of $49.95 per month, for as long as they continue to subscribe.  The
price for others was initially $99.95 per month, but later this was reduced to $69.95 per month.  Also, later, they offered a "loyalty" price
of $59.95 per month after the premises had subscribed for one year.  Most customers chose to be Charter Members, and that meant
that connections were less expensive to install, and take rate was high, and churn was low.  (Longmont stopped offering the Charter
Member deal to new customers after 2017, when the infrastructure was built-out.)
https://mynextlight.com/terms-conditions/

2:30:36:

Dave Yuan:  Um hum.  In regards to the financing, though, we do have about $34 million in the bank right now.  So, what we can do,
actually, is spend that money first.  And then, hopefully -- well, I don't have a crystal ball either -- if rates do go down, rates could be
down -- hopefully more favorable -- in a year or two, when we do need to build phase 2 of the project, let's say.  So --

2:30:58:

Commissioner Scharff:  OK.  That's a fair answer.

2:31:03:

Dave Yuan:  OK.  So, then we can talk about --  Any more questions on Option 1?  OK.  We can move to Option 2, please.

2:31:11:

###  Slide 9 -- OPTION 2 -- PHASED DEPLOYMENT

So, Option 2 is a phased deployment.  Kind of like an incremental build.  So, based on running our numbers, we could probably allocate
about $20 million to the first phase of the project, for fiber to the premise.  And the remaining of the funds will be used for the backbone. 
So, this will be interest rate risk-free, I guess, in a way.  We won't be financing -- asking for any new financing.  And we also have put
together some deployment options.  So, we will be looking at areas with the lowest construction cost, areas with the highest demand,
based on the deposit program that we had ran.  And also areas with the least competition, where AT&T Fiber may not be.  We don't
have all those exact locations, but we tried to extrapolate, based on the survey responses we had.  So, later on, we'll go into more
details of these three scenarios.  And John, from Magellan, will provide a map -- an overlay map of all these different scenarios.  So,
that will be at the end of this presentation.

2:32:10:

Director Batchelor:  Could I add ....

2:32:10:

Dave Yuan:  Sure.

2:32:11:

Director Batchelor:  So, one of the things that I know that you -- some of you might be surprised about is that we put this back on there. 
One of the things that we had talked about in the past was, this commission really didn't like the idea about building out in phases.  And
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the thought process was -- is that this could take 10-12-14 years to be built out at that point.  So, one of the reasons why I asked staff to
put this back on there is exactly what you'll -- Dave just talked about --  And you'll hear a little bit more from John about this.  But the
biggest piece is is that it answers to Greg's point.  One of the things that we talked about heavily about is, where's the interest rates
going to go.  Those interest rates continue to climb.  We're going to have to borrow all this money.  And the payback is going to be even
higher.  The advantage of doing this right now is to look at spending the monies that we have, look at the take rate portions of it.  It gives
us some time to look at and analyze does this really make sense for us?  Are we really moving forward?  But if you also think about it is,
this gives us also time for when we were going to do electrification.  There will be some opportunities that we can build jointly, as from
an electrical perspective as well as on this fiber.  So, if we were going to do this, and move this forward, and if the Council and
yourselves recommend moving forward on this project, and we did this, it wouldn't be 10-12 years.  It'll be a short period of time. 
Because there's going to be some scale of economies, that we can also work with the electric side.  Because poles are going to have to
grow.  There's no doubt about it.  From the electrification standpoint.  Right now, our poles are not tall enough for two circuits.  We need
to build more circuits out there.  'Cause right now, as most of you know -- and I've talked about this -- is that when we have outages, we
have 3,000-4,000 customers on one circuit.  So, the way that we have to do this is, when we rebuild these sections, we actually have to
cut the circuits in half, or even in thirds.  Well, that means that what you'll see now is that maybe you have a pole that sets -- and you'll
see the lines come across the top.  So, poles are going to have to grow.  There'll be a circuit that will run this way, and there'll be a
circuit that will run this way, now.  And the reason for that is is that we have to break these circuits down smaller.  So we don't have the
impacts on the electric.  Well, while doing that, we can grow those poles, and we can put space in for the fiber side.  So, there's going to
be some cost savings.

2:34:41:

Also, too, is that, if you remember way back when, we talked about with maybe Google possibly doing this one-touch ready make-ready
pole set, ready to go.

###  I suspect that staff never published a document for the public to look at.  Much of the negotiations with Google were not open to
the public.

Well, we can do that.  We can do that ourselves.  We'll have a contractor, of course, that will build the electric side.  But when they're
there, they can make those attachments to the fiber side as well.  In the aerial.  As well as, we know that -- we think -- and we're pretty
sure about this -- is, we're going to have to get into the underground sections too.  We know that there's some 4kV out there.  But
there's no way the electrification, as we want to add load in those areas where these -- where customers have 4kV, we're going to have
to put 12[kV] back in, and it's in underground.  So, we're going to have to rip the streets open.  Well, the fiber follows the electric side
today.  It doesn't follow the water-gas-wastewater side.  So, there's going to be some synergies, that I believe -- and I strongly believe
this -- that we'll be able to save some dollars.  And moving forward.  So, that was the reason why to put this option back up to you. 
Have an opportunity to explain this to you.  And then, of course, all of you can make your own decisions from that standpoint.  But I just
wanted to be clear that that's the reason why.  It wasn't that we think this is a better -- and we were not listening to what all of you were
asking for.  It's just that we thought this might be an option for you.  And why this option's back up on the table.  Thank you.  Sorry.  Go
ahead.

2:36:08:

Dave Yuan:  Oh, thank you.  Next slide, please.

2:36:11:

###  Slide 10 -- OPTION 2-PHASED DEPLOYMENT - ADVANTAGES

Dave Yuan:  So, the advantages, again, are -- Option number 2 -- we've talked about already.  There will be no new bond finance
required.  So, there'll be no debt service.  So, it's a less -- it's a limited financial risk to the City.  It will provide 20 to 30 percent of the
community access to Palo Alto Fiber, depending on which scenario we use.  And then, also, give us time to build expertise, and
determine what kind of take rate we'll be get -- to decide whether or not we want to continue, or change the model, or whatever it may
be.  So we will have an extra year or two, to still pursue Option number 1, then, per se, depending on how successful this phased
approach goes.  And then, allows the City to pivot if take rate is below the minimum that we're expecting.  Next slide, please.

2:36:58:

Chair Segal:  Can I ask two questions on this phase 2?

###  It's Option 2.

One is, you say that you would -- sorry -- you would choose those areas with the highest take rate possibility.  But I would assume that
would be the same for any project we'd undergo.  So I don't --

2:37:21:

Dave Yuan:  Yeah.  Well, it's hard to decide what the highest take rate is, since we have a limited dataset, I guess.  We do have some
different scenarios.  ** from the demand that we did with the surveys.  I think we only got 740 deposits.  So, I don't know if that's a good
sampling of where the highest take rate could be.  But it helps to identify some areas.

2:37:44:

Chair Segal:  OK.  I thought that's what it said was one of the -- that was part of the approach to the second one.  I just think it would be



the -- it should be the same, regardless.  Right?  I mean, take rate is everything.  So we would want to pursue that first.

And the second question is, so, construction costs are going up.  The cost of money -- you know, bonds are going up.  So, have we
thought about --  If those things go up, you know, what --  I guess what I'm saying is, if it's more expensive than we initially planned for,
and we start doing this, and we get to 10 percent of homes, or whatever the percentage is that's less than what we're planning, and
we've run out of money, is there a backup plan?  Then do you take a bond?  Do you just -- Oh, well, we've spent what we've spent? 
And -- I mean, 10 percent isn't a viable business, ....

2:38:39:

Dave Yuan:  So, we did build some contingency in the financial model.  There is a 20 percent contingency for construction costs.  So,
that is built in there, for now.  So --  I don't know if it's going to be sufficient.  Hopefully, it will be.  Regarding if we don't get the right take
rate, there are some levers we can pull.  We can do more marketing campaigns.  We can slow down construction costs.  We can slow
down construction project.  We can renegotiate with our vendors, and whatnot.  So, we'll just have to figure out which is the best way to
move forward, I guess.

2:39:10:

Chair Segal:  I guess that was a very inarticulate way of saying, we don't really know how long phase 2 could take, if we're depending
on initial take rate to fund future projects.  And now we're talking about combining it with electrification.  Right?

2:39:26:

Dave Yuan:  Right.  We do not know how long.

2:39:29:

Director Batchelor:  I don't know if that's truly a true statement, because, again, like I said, is that if we were going to use the synergies
around the electrification portion of it, we know that the system needs to be touched and rebuilt.  In a period of time.  Is it 10 years?  I
don't think it's within 10 years.  Is it 7 years.  It's quite possible that it could be out to 7 years.  At that point, for the underground.  And for
the aerial portion, will be done quicker, of course.  But, you know, like I said, the underground sections will have to be repaired, as well,
too.  So, --  Um.  Yeah.  I don't think that, you know, this project, if we were able to tie the two together, is going to go 10 years out.

2:40:18:

Vice Chair Johnston:  Just kind of a follow-up to this discussion.  I mean, I take it, with Option 2, you're saying we would have a build-
out of some 20-30 percent, and kind of see how that was going.  And if we --  And if the take rate wasn't sufficient, what are we going to
do?  I mean, we've got a utility -- a Fiber Utility -- that supposedly has -- well, has some customers --

2:40:50:

Dave Yuan:  Um hum.

2:40:50:

Vice Chair Johnston:  But it sounds like not enough customers to make us feel comfortable going forward, ....

2:40:58:

Dave Yuan:  Right.  I guess It'll depend on what the gap is, and whether or not we want to bond finance the rest of the project, or just do
a slower build-out.  So, instead of 7-10 years, it might take a little longer.  But based on, if we were to get $2 million, or $5 million of
revenues every year, the longest it would take would be 20 years.  Because we'd need like $100 million to complete the project, let's
say, including inflation.  So, the longest would be, roughly, 20 years.

2:41:25:

Vice Chair Johnston:  20 years is not very attractive.

2:41:26:

Chair Segal:  Yeah.  It IS a long time.  But I also don't understand the math.  Because we have these costs to run the entire fiber utility. 
And if we only have a small customer base, the cost side doesn't -- isn't ....

2:41:40:

Dave Yuan:  The cost does associate to the number of customers we're serving.  So --  Our working capital would be respective to how
many customers we have.  So, instead of spending $15 million on working capital, we might be spending only $3 million.

2:41:54:

Chair Segal:  But you have all the staff, and the support, and the --  I guess, is it the customer?  Or is the utility planning on buying the
boxes, or the arms that go inside the homes?



2:42:09:

Dave Yuan:  The City will be providing that -- the equipment.  And regarding staffing, that's why we'd probably start first with the
outsourcing model.  So, we'll pay them based on phase, or customer take rate, or --  So, that's how it's structured.

2:42:26:

Director Batchelor:  I also think, Chair Segal, another option might be is that we start looking at -- maybe looking for a third party to
come in with us.  To partner with us, at that period of time.  Because, again, it seems to be that the most costly piece of the fiber system
is really that last mile.  And the operation portion of it is to kind of do a blend with internal help of resources as well as going to the
outside and contracting that work out.  Those contracts, then, could be dissolved at that point.  And then, as we try to look for another
partner, maybe, to come with us --  And then maybe to also then continue the build-out of the fiber system.  I don't think that we would
just shut it down, because it's a valuable asset that would be out there for us.  So --  And I think that it might be good --  It would be
good thing for us to continue building to the community at that point.  So, it's just an option that we could look at --  That's just one more.

2:43:36:

Dave Yuan:  OK.  Next slide, please.

2:43:38:

###  Slide 11 -- OPTION 2-PHASED DEPLOYMENT - DISADVANTAGES

So, the disadvantages of Option 2 is, basically, construction costs will probably go up, since we don't have any economies of scale. 
We'll get a better bid price if we do it all at one time.  There is uncertainty of when all residents and businesses will have access to Palo
Alto Fiber.  So, it will depend on the take rate how much we reinvest back into the network.  And then, we might lose our first-mover
advantage.  So, competition will definitely probably respond.  And we might lose our first-mover advantage.  And the speed to market,
which could result also in a lower take rate.  And then, finally, is that running the communication infrastructure to the City needs, it won't
be as fast as we had originally planned.  So, there are certain things that we COULD connect to, but there are other areas we'll have to
wait and see.  And that's it, it looks like.

2:44:30:

###  Slide 12 -- OPTION 2 – PHASED DEPLOYMENT SCENARIOS

And then, here is a kind of a scenario of the three.  So, under Scenario 1, with the lowest cost and the highest density, based on the
current model, we can provide access to about 10,444 homes and a thousand businesses.  Under the highest-demand model, based on
the deposit program, there's about 8,200 customers we can pass homes, and another 900 businesses.  And then, what there is with the
least competition, where AT&T may not be providing service, there's about 7,800 homes and 900 businesses.  But just to note, just
because we passed the most number of homes and businesses does not necessarily translate to the highest take rate.  So, we do have
to factor in all three scenarios, I think, to achieve that high take rate.  The highest take rate.  So, John will be providing a map, after this
presentation, to show kind of the areas, and how they overlap.  Next slide, please.

###  Slide 13 -- OPTION 3-PAUSE FTTP - ADVANTAGES

And then, the third option, basically is to let the private market -- or collaborate with the private market, and have them help us enhance
broadband, either by increasing capacity, increasing speed offerings, and also -- um -- just providing access to everyone.  So, tell them
to build out their network faster.  And we can do this by streamlining some of our permitting processes, sharing some of our pole
information, just so they can plan better.  And then, also, this option.  The fiber surplus can be reinvested to other needs of the City. Like
Dean said, maybe electrification, or grid modernization.  I think there's less restrictions on the dark fiber reserves than fiber to the
premise reserves.

###  Up to now, there has been just one Fiber Fund.  (And all the funds have come from dark fiber revenues.)  Can we agree to stop
calling these funds "surplus"?

And, last slide.  Or, next slide.

2:46:24:

###  Slide 13 -- OPTION 3-PAUSE FTTP - DISADVANTAGES

Disadvantages is that we won't have any control over the internet service.  The private ISPs will still dictate the prices, the speeds, the
quality, and whatnot.  So, we can try to help them expand through the community.  But we won't have much of say on how they offer the
service.  And then, also, we won't be supporting our other smart initiative needs for the City.  Next slide.

2:46:51:

###  Slide 14 -- COST COMPARISONS (In Millions)

And this is a cost comparison chart of the three options.

2:46:54:



Vice Chair Johnston:  Could I just ask a question about Option 3, ...

2:46:56:

###  Slide 13 again

Dave Yuan:  Sure.

2:46:46:

Vice Chair Johnston:  ... which is, how does it differ -- how does what you're proposing actually differ from what we tried to do back in
2016, with Google Fiber and AT&T?

2:47:10:

Dave Yuan:  That was an option back in 2016.  Again, I think Council and UAC looked at another option.  I don't think it changed.  Let's
say a similar option, for ...

2:47:20:

Vice Chair Johnston:  I mean, what happened back in 2016, to my recollection, is that we were talking to both AT&T and Google Fiber. 
And they just weren't interested.

2:47:32:

Dave Yuan:  Right.

2:47:32:

Vice Chair Johnston:  So, it went nowhere.

###  Please see my comments at 3:36:40.

2:47:35:

Dave Yuan:  There is more activity nowadays with the 5G and the wireless small cell communications.  So, we are working with them
currently on lots of new wireless communication facilities.  That -- These are small radios they're attaching, to improve their coverage. 
In their areas.  It's usually more for cellular, though.  Not so much ...

###  I wouldn't say the City is "working with" wireless providers to achieve common goals.  The City is permitting wireless providers to
use the City's infrastructure, in the ways that the City is required to do.

2:47:54:

Vice Chair Johnston:  And I guess the --  I'm not expecting you have to answer this.  But I don't know why we would expect the ISPs to
act more positively now than they did six years ago, when it was -- when the market was new ...

2:48:12:

Dave Yuan:  Um hum.

2:48:12:

Vice Chair Johnston:  ... and they had more opportunity.

###  Good point.

2:48:16:

Chair Segal:  Yes.

2:48:16:

Commissioner Metz:  I had one question about this.  When we say ISP, in Option 3, what do we mean?  Are we talking about, you
know, someone to provide a service, or are we talking about someone who builds out, you know, the -- everything that's not backbone? 
Physical infrastructure?

2:48:34:

Dave Yuan:  I guess both.  I guess.

2:28:35:



Commissioner Metz:  It IS both.  That's what I was trying --  'Cause usually ISP -- at least to me -- means the service provider, not the --
you know, the last-foot builder.  Whatever you want to call it.

2:48:46:

Dave Yuan:  Yeah.  There is an overbuilder -- Like, when Google was here, we were trying to collaborate with them, and help them
speed up their project as well.  So --

And then, lastly, again, back to the last slide ...

2:49:00:

###  Slide 14 again

... is a comparison chart.  So under all three models,

###  That is, under all three Options.

the fiber backbone is about $26 million.  And then, in Option 1, the full deployment of fiber to the premises is about $100 million.  And
under Option 2, it's $20 million.  And in Option 3, we wouldn't be spending any.  And then, the working capital, again, is respective to the
number of customers that we're serving.  $15 million for Option 1, $3 million for Option 2, and zero for Option 3.  And in regard to cost
savings, on the funding side of the model --  So, the total cost for across the three Options is about $143 million for the full build-out, $49
million for the incremental approach, and only $26 [million] for the fiber backbone only.  And in regards to funding and savings, we
would achieve about a $45 million in total for Option 1, which is a combination of shared joint savings for creating both networks, and
also a contribution from the Fiber Fund.

###  It seems perverse to say that the Fiber Fund's $34 million contribution is a "savings."  Rather, it's money that doesn't have to be
bond funded.

And, as I mentioned, the contribution from the Electric Fund, we didn't put in their contribution, just because we wanted to bond finance
it together, to see if we can get a better rate.  Then, when we do a bond presentment, we can go with both scenarios, to see what we
can -- decide on which rates we're getting.

###  I'd be surprised if this strategy works.

###  What interest rate is money in the Electric Special Projects Reserve earning?

So, we don't have to decide now.  But we're trying to, I guess, compare -- put them all lined up together.  And in Option 2, cost savings
will be significantly less, 'cause we'll be working mostly with the aerial -- assuming -- which is the fastest and least costly to construct. 
Most of the cost savings are in the underground areas, where we share joint trenching.  So, we won't realize that in the Option 2 phased
approach.  And then, Option 3, we just split, basically, the network in half, 'cause it will be shared between the fiber and still electric.  So,
that's how we came up with these costs.

2:51:01:

Um hum.

2:51:02:

Commissioner Forssell:  Question.  For Option 2, did I hear you say that there's an assumption in there that they would be aerial? 
'Cause aren't there three options?

2:51:13:

Dave Yuan:  Yeah.  I think when we built this model, it was mostly assumed aerial.  I think we would have to rerun the numbers if we
were to look at some underground areas, to see if there's more savings.

2:51:23:

Commissioner Forrsell:  So, is aerial the areas of lowest cost and highest density?

2:51:26:

Dave Yuan:  Yes.

2:51:28:

Commissioner Forssell:  Not areas of highest demand, or areas without AT&T Fiber.  Got it.

2:51:32:

Dave Yuan:  But then, if we were to build in areas of -- underground areas of higher demand, the construction costs might go up as well,



so it might get offset with the cost savings.  So, if we were to build in more underground areas, versus aerial areas, the cost of
construction will go up.  But there will also be higher joint savings.  If that makes sense.

2:51:59:

Commissioner Forssell:  So, do I understand, then, that Packet Page 112, the fact that the total cost is $20 million across the board -- 
You're saying, yes, it's always going to be $20 million.  It will just be split differently between the Fiber Fund and the Electric Fund,
depending on which of the three options ...

###  I agree that there's something goofy about Slide 14 (Packet Page 131).  For all three options, the Electric Fund ought to contribute
between $13 million and $18 million, the value it derives from deploying the dark fiber backbone extension (per the table on Packet
Page 110).  (When will be know whether it's $13 million or $18 million or something in between?)  IF the Electric Fund contributed $18
million, then Option 2 could spend $26.1 million on FTTP.

2:52:20:

Dave Yuan:  Right.  I think for Option 2, we are saying that we're going to allocate just $20 million.  But the number of customers that
we're passing may be less if we're going to underground versus aerial.  So we would be passing less customers.  But with the same $20
million investment.

2:52:38:

Commissioner Forssell:  Right.  But the cost savings will change ...

2:52:42:

Dave Yuan:  Right.  It will change ...

2:52:42:

Commissioner Forssell:  ... So the allocation of Fiber versus Electric will also change.  Of that $20 million.  Do I understand that
correctly?

2:52:48:

Dave Yuan:  Well, I don't know as the allocation between Fiber and Electric will change.  I think if the Electric was to get its own
dedicated backbone, I think the costs -- we've modeled is about $13 million.

###  Again (Packet Page 110), it's between $13 million and $18 million for Electric's share of a dark fiber backbone extension that is
allegedly for multiple purposes.  At one time, it was proposed that Electric's dedicated piece of the dark fiber backbone extension was a
144-strand cable, and the other piece was a separate 432-strand cable.  If the point of having two cables was just so that Electric could
have a dedicated piece it was willing to pay for, I think that's crazy.

2:53:05:

Chair Segal:  I'm sorry.  Could you say piece again?

2:53:07:

Dave Yuan:  Yeah.  For --  If we were to build a dedicated backbone for the Electric Fund,

###  That is, for the Electric Utility.

the cost would be $13 million.  I think that's their share.  It's what we're estimating right now.  So, that $13 million doesn't change for the
Electric backbone.  Unless the fiber is sharing that backbone as well, which is in Option 3.  Actually, that's not true, though.  Let's just
say ....  [laughs]

2:53:39:

Chair Segal:  So, I understand the backbone piece.  But if there are these synergies, I don't understand why some of the cost isn't
allocated to the Electric.  So, I thought you were saying if you're trenching to upgrade the Electrical system, then, at the same time, you
would lay fiber.  Um.  Wouldn't that be a cost --  Wouldn't that cost then be allocated somehow between the two funds?

2:54:11:

Dave Yuan:  Yes.  In that scenario --  Yes, it would be.  If we're doing electrification with the fiber project, we would -- the fiber would
realize some savings from that.  We just haven't modeled those areas yet, so we don't know what the true amount may be yet.  But
there is savings.  If we were to combine the two projects.  There are synergies.

2:54:32:

Chair Segal:  I think there's two separate issues I'm talking about.  One is, there's a synergy and an overall savings.  You're digging



once, and you're getting the benefit of both upgrades.  There's a second question, which is, if that's the case, and both funds are
working at the same time, isn't there some kind of allocation of those costs?  Are you --  Whatever.  If it's -- I don't know --- a thousand
dollars --  call it a million dollars for 1,000 feet.  Or whatever.

###  $1,000 per foot is outrageously high.  But it's just an example.

2:55:04:

Dave Yuan:  Um hum.

2:55:04:

Chair Segal:  And if it's a million dollars for the Fiber Fund and a million dollars for the Electric Fund, that's going to be $1.2 million
instead of $2 million, doing them together, wouldn't it be like $600,000 each, rather than the Fiber's paying it's full million?

2:55:20:

Director Batchelor:  Yeah.  That is true, Chair Segal.  So --  I mean, most likely, you know, the Electric side is going to pick up the
majority of that cost, because it -- usually when we look at putting conduits in the ground, it's done by the number of conduits that are
actually taking the space up.  So, it's actually a better deal for -- actually, for fiber.  'Cause it's probably going to be only one -- maybe
two -- 2-inch pieces of conduit in that trench line.  So, the allocation could be 75-25.

###  This sounds like Director Batchelor is assuming there would be three conduits for the electric.  What size would those conduits
be?  At 2:32:11, Batchelor discusses reducing the number of customers on a circuit, in the aerial case.  Would that principle apply also
to the underground case.  And could that mean the number of electric conduits could be six?  On nine?

###  What are the conduits made of?  And does that affect how easy they are to install?  And how costs should be shared?

Same thing on the --  Same thing on the aerial portion.  If the pole needs to be replaced, because it's been sitting out there, that cost
could be anywhere from that 70-30 percent, where the fiber is only going to put in 30 percent to that pole.  Plus there's also going to be
some monies that are going to be given back from AT&T, because we're all joint poled with them.  So, there's some cost savings in
that.  That's why I said, we don't know how to run that -- I haven't run that number yet about what those potential savings are.  But I
think they're pretty greatly, when you look at the construction costs, from we've seen the construction costs could be here.

2:56:26:

Vice Chair Johnston:  I just want to confirm that I understand what you just said.  You haven't tried to quantify what savings there would
be from doing the fiber, presumably Option 2, in parallel with the grid modernization.  Is that correct?

2:56:46:

Director Batchelor:  That is correct, Vice Chair Johnston.  So, I don't know yet.  You know, we are working on trying to get these
numbers for the electrification aspect of it.  But, you know, the materials cost -- as we were just talking -- as Commissioner Scharff were
talking about interest raising.  Materials costs are raising just as much, and contract costs are just raising just as much as, too.  And so,
it's hard to quantify right now what those numbers -- and what those savings could be.  Is it 50 percent of what this build cost is?  I don't
know.  I don't know if it's that much.  But is it, you know, 75 percent of that cost?  Whether it's a savings of 25 percent of this cost, off the
top?  Maybe.  It's probably a pretty good -- maybe probably a pretty good guess, I would guess.  But we haven't done -- I don't want to
say that.  Is -- we just haven't quantified it yet.

2:57:41:

Dave Yuan:  I think --  John, I think it's ready for your slides.

2:57:46:

John Honker:  OK.  Thanks, Dave.  Commissioners, let me just switch over.  You know.  And this is really an expansion on discussion
on Option 2, as we stop to think about --  And, actually, let me pull up the prior slide.  Because this kind of supports the maps.

2:58:03:

###  Slide 12 again

As you're thinking about Option 2 as another way to start sort of in more of a crawl-walk-run approach with fiber to the home than a --
you know, an all-at-once --  Right?  Option 1.  You know.  With $98 million in new funding.  So, again, this chart shows a couple of
different options.  Think about the $20 million as a fixed number.  And why is that $20 million there?  Think of that as just what is left
over in the Fiber Fund that would be available for fiber to the home after the backbone was built, with the remaining funds and the
contributions from Electric.  So, basically, if we take the backbone out, we have about -- the cost of the backbone out -- we have about
$20 million for a first phase of fiber to the home.  Or fiber to the premise.  And then, we can choose how that would work.  So, of course,
the important point is to understand what are those options.  Right?  And we have developed these three, based on [1] lowest cost,
highest density, [2] areas of highest demand, and [3] areas of least competition.

2:59:14:



So, the first one is really just a common sense approach, saying where is -- where can we get the most bang for our buck?  Where can
we connect the most residents to the network as quickly as possible?  Which means building in high-density areas, building in areas
that are -- that are aerial, predominantly, and keeping our costs down as much as possible.  And you can see, with that $20 million, we
can hit a lot of customers.  We can reach, you know, nearly a third of the City's residences.  Because, again, the cost per passing -- the
cost per home is very low.  Because, predominantly, we're going into those high-density areas, and we're going aerial.  Where
construction costs are lower.

3:00:01:

The second option is the areas of highest demand.  And look at that, again, to get a sense of the demand, the deposit program that Palo
Alto Fiber ran gives us an idea of where that demand is, in each neighborhood within Palo Alto.  So, we looked at how many customers
-- or, I'm sorry, how many residents responded to, and put deposits down, in each neighborhood, to determine where that demand level
was.  It's somewhat qualitative right now.  But --  We need to do some work to really hone in on those.  But it gives you a first glance, as
you think about this model, as an alternative to the full-blown fiber to the home approach, in Option 1.

3:00:47:

And then, areas of least competition.  Right?  From the survey, we know which residents have reported having AT&T Fiber service.  We
mapped those.  And with that, we can say, OK, well, we feel that there are neighborhoods that have a high density of AT&T customers,
and are well served by AT&T there, versus others that have none, or very few.  And we can look at building there.  And we can also
combine these three, and determine where the best areas are among all three options, as a starting point for fiber to the home.  So this
is the kind of analysis -- you know, as a broadband provider, we -- you know, we would typically run, right in the commercial market, to
be able to decide, hey, if we're going to -- if Palo Alto Fiber is going to deploy, these are the parameters, and this is what we should be
looking at.

3:01:36:

###  A map of Palo Alto is displayed.  It's not a slide.

So, to visualize that, here's a map of Palo Alto that really shows, you know, the entire City.  I'm going to leave the foothill area off a little
bit, because it's hard to see the entire map.  But I'll scale out in just a minute.  But, really, what we're showing here is a layer of --
several different things.  If you look at the green areas, these show you where the highest demand -- or, the lowest cost and the highest
density is.  So, in this map, you could potentially build those areas for $20 million.  Right?  The construction costs are just a little bit
under $20 million.  And that would give you access to about 10,000 -- a little over 10,000 customers, in areas where AT&T is not
reporting service today, based on what the residents have said they're subscribing to.  And these are also areas where construction
could happen quickly, and also happen with, you know, lesser community impact, given that they are aerial areas.  So, again, those
green areas represent the -- those high-density, low-cost areas.

3:02:55:

###  A color key for the map.  It's not a slide.

And I'm actually going to sh- -- leave this key up on my screen, so you can remember what those colors correspond to.  Let me just
move that over.  See if I can get this all on one page.  Yup.  So, as we look at the other areas, areas shaded in blue are where residents
have reported having AT&T service today.

###  I suppose he means AT&T Fiber service today.

Now, again, these are based on neighborhood boundaries.  Or what we call "fiber zone" boundaries.  So, not every street will be
covered by AT&T.  There may be some areas that only half of an area is AT&T and half of it's open.  There's always going to be some
kind of question about where services are -- their services are.  That happens in every market.  But, yeah, you have to use -- to have a
starting point, just to understand where you THINK those services are.  And if the goal is to try to avoid areas -- avoid competing with
AT&T, in areas where fiber to the home service already exists, you would want to avoid those areas in blue.  And that also includes the
areas in pink here.  So, you know, you can see a good chunk of the center -- the central-eastern portion of the City is pretty much
covered, and the northern quadrant of the City is pretty much covered by AT&T.  You know, we would typically want to not be building in
those areas, if their service exists, if your goal is to, you know, reduce the amount of competition you have with AT&T.

3:04:28:

The areas in pink are overlap between the green areas -- lowest-cost, highest-density -- and the areas where AT&T is providing
service.  Or, where it appears that AT&T service is being provided today.  What's interesting about this map is also that, you know, we
anticipated that most of the AT&T deployment would be in aerial areas.  But we find that, actually, there's quite a bit of underground that
they've deployed in already.  From -- Again, this is based on the survey results, and what residents have reported.  So, this gives you a
first glance of, you know, looking at costs.  You know, build-out in this first phase, based on costs.  Versus build-out trying to minimize
competition.  And then, there's another dynamic.  Looking at deposits, and take rates.  So, the layer that I've just turned on now shows
what those -- the areas where the most deposits were received in the survey.  So, the aqua -- turquoise -- colored areas are where
those deposits were received.  Or, the most amount of deposits.  And you can see, they're kind of sporadically strewn around the City. 
And it's interesting also because, in some cases, they overlap with the areas where AT&T is currently providing service.  So, that tells
us that even though there is AT&T service in certain areas, there's also some demand for customers to subscribe to Palo Alto Fiber.  Or
subscribe to AT&T.  Right?

###  I don't understand this last point.  Why would someone in an area already served by AT&T Fiber put down a deposit asking to be



served by Palo Alto Fiber unless he/she really wanted to be served by Palo Alto Fiber?  (To force AT&T to lower its prices?  Maybe.)

###  How many people who put down a deposit also already subscribe to AT&T Fiber?

Or there's at least demand for fiber services in some of the areas where they're providing service already.

3:06:09:

The areas in yellow also show where levels of the -- the high deposits, and lowest-cost, highest-density.  So, you know, your best
deployment options are really in these yellow areas.  As -- If you look at phase 1 and say, where would be the first neighborhoods I
would go to get the highest number of -- the highest take rates and also build at the lowest cost.  This is a lot to digest.  So, I'm going to
break it down and make it a little simpler.  So, we're going to just turn off some layers, and we're going to look at just the best-build
cases, based on deposits.  And, basically, this is what that map would look like.  We would have --  We would avoid --  We would avoid
the pink areas -- oops, let me turn this off --  as a first potential deployment.  And this would be about a $16 million build.  You'd be
looking at mostly this sort of the center -- the center of the City.  Right?  These areas in yellow, showing where the highest levels of
deposits and the highest demand are.  I'm sorry.  And the lowest-cost, highest-density.  The areas in green are also lowest-cost,
highest-density.  So, you know, as we look at this information, think about, again, the different dimensions: 1) lowest-cost, highest-
density, 2) considering where competition lives today, and whether direct competition is -- um -- something that is, you know -- the City
can stomach, versus maybe avoiding, and then, also [3] where, potentially, that demand was greatest.  Again, the goal here is to help
you understand kind of the dynamics of the market in Palo Alto, thinking back, again, to Option 2.

3:08:05:

I'm going to flash back to that other slide, with the numbers.

3:08:12:

###  Slide 14 again.

You know, each of these options gives us -- you know, it gives us decent numbers of homes with access.  Right?  If we build purely in
the lowest-cost, highest-density areas, you know, we get the best bang for the buck, but the most customers served.  However, the take
rates may not be as high.  Right?  As we saw in the map, some of those areas, you know, did not correspond to areas where we
received, you know, high levels of deposits.  If we look at areas of highest demand, those are -- it's a smaller number of customers but
the same capital.  So, we're going into some areas of underground.  We're getting less bang for our buck, but our take rates may be
slightly higher.  If we go into areas of lower competition --  Right? -- we may have less pushback from the competition.  We may have
higher take rates, because we don't have a complementary service out there.  But also, you know, we're going to have a smaller, lower
build overall -- lower number of customers served.  So, these are just some of the dynamics of things to think about as you're
considering Option 2, because, you know, as we look at these, you have viability in each one.  Right?  And I think what's important is,
as David mentioned, you know, the risk to the City is lower here, because the debt service -- there is no debt service attached to the
Fiber Fund that's out there today.  So, that does create a more economical build, that could potentially withstand lower take rates, if
lower take rates, you know, were realized.  But also gives you some opportunity to get into the market in a big way.  Right?  I mean,
even this lowest scenario, where we're only building 7,800 homes and 900 businesses, that's still, you know, 27 percent of the City's
housing stock.  And about a third of the businesses.  So, it's significant.  And you're doing that, in each one of these cases, for about
one fifth of the capital that's needed in the entire project.

3:10:23:

Now, that other $80 million, for the remainder of the fiber to the home, will, of course, be -- happen, you know --  Take rates will have to
be substantiated.  The City will have to be successful at this first phase, moving into that second phase.  But this is an alternative path,
to potentially get started.  For your consideration.

3:10:47:

Commissioner Forssell:  Can I ask a --  Can I ask a quick question?

3:10:49:

Chair Segal:  Actually, I think -- actually, Commissioner Smith has been trying to ask a question.

3:10:57:

Commissioner Smith:  Thank you, Chair.  Yes, I have.  I want to make a couple of comments.  But also, I think there's been some great
commentary made.  First of all, there was a comment about municipal services -- municipal residential services in California.  And,
John, perhaps you can help us.  According to my research, there's at least 28 cities in the state of California with municipal fiber to the
premises service.

###  I'd like to see this research.

Do you know what the statistic is?

3:11:34:



John Honker:  Well --  So, Commissioner Smith, there are a lot, as you and David mentioned.  The qualifier was, have they built out to
100 percent of the city.

###  Muninetworks, in this article, chose to define "citywide" as more than 80 percent of the city.
https://muninetworks.org/content/municipal-ftth-networks

And I think what we've seen is, no, they haven't.  They're in process.  They're starting.  They're at different phases.  But they are all
moving in that direction.  A number of cities have already sort of started that process.  I don't know the exact number.  We can find that
out relatively quickly.  But, you know, there's at least, you know, 10-15 that have already started with the fiber to the premise
deployment, you know.  On a limited basis.  Maybe a neighborhood basis or greater.

3:12:23:

Commissioner Smith:  It's safe to say that we will not be the only one.

3:12:26:

John Honker:  Correct.

3:12:27:

Commissioner Smith:  OK.  Um.  The other point that I want to make --  And there seems to be some fear about the City's ability to
actually do this business.  Which is shocking, given the fact that the City has done dark fiber for better than 20 years.  And has
accumulated $34 million.  In the Fiber Fund.  So, I would encourage everyone to reflect on the fact that the City can do this.  That they
do understand how to do this business.  They may not know how to do fiber to the premise ISP, dealing with residential.  But they
certainly know the residential side from the electrical.  The fiber is just one aspect.  And partnering seems logical.

3:13:13:

The take rate.  There's been an enormous concentration of discussion on this 25 percent take rate.  Correct me if I'm wrong, John, but
isn't your analysis -- or, doesn't your analysis show our possible take rate -- our minimum possible take rate, based on our analysis of
the survey, is significantly higher?

3:13:34:

John Honker:  The findings of the survey, Commissioner Smith, yeah, absolutely show that the take rate -- after discounting for
execution risks -- inflation, contingences, you know -- our analysis came out to around 40 percent.

3:13:54:

Commissioner Smith:  Thank you.  I think that's an important statistic.  What the 25 percent represents -- based upon what I'm seeing --
correct me if I'm wrong -- the 25 percent represents the bare minimum.  If you were able to break even.

3:14:10:

John Honker:  Correct.

3:14:11:

Commissioner Smith:  Thank you.  And I think that's an important point.  I think, to the point of the mapping that you just showed, we
have a citizen population that is keenly interested in getting this done.  I think Commissioner Scharff raised some great points with
respect to interest rate environment.  When we first started talking about this -- literally, in my case, 6 years ago -- interest rates were
pretty much a non-issue, because they were literally near or at zero.  Today, they're not.  And that is a very important point.  So, the
entire cost of build, even if you look at Option 1 OR Option 2, the entire cost of the build will be more.  If you look at inflation, it will be
more.  If you look at interest rate, it will be more.  What I like about Option 1 is that it forces us to build to a rate, because the cost of
capital is so expensive. so we MUST build, and MUST take customers on at a take rate that can support the payments.  That's what I
like about Option 1.  What I like about Option 2 is that is does spend the money that we do have available today first, and gets us to the
playing field -- to your point, John.  It starts us early.  I don't like --  I don't like calling it "crawl-walk-run."  But I do like the fact that we get
invited to the ballpark.

3:15:40:

Which makes me think that perhaps there is an Option 4 that we and staff can consider.  And if that is indeed the case, and if we agree
that both inflation and interest rate costs are too great a burden to accept at this time, more importantly, the future of what those two will
be in the future is too great a risk to absorb, then perhaps there is a fourth option.  And that fourth option is to go ahead and, for this
evening's purposes, accept Option 2, as a "let's start" position.  And then, in a year's time, or in two year's time, when we've spent
through the first $25 million, or whatever, and we have better statistics, and better feeling, and opinion, and understanding as to how to
run a fiber to the premise business, we reintroduce the notion of Option 1, which is an option for some type of revenue bond for the
balance.  I think that's worthy of consideration.  Thank you.

3:16:58:

https://muninetworks.org/content/municipal-ftth-networks


Chair Segal:  Commissioner Forssell, and then Commissioner Scharff.

3:17:04:

Commissioner Forssell:  Um.  I just --  I had one quick question.  I'll hold my larger commentary for later.  The --  Using survey
responses as a proxy for --  Or, sorry, we're using deposits as a proxy for areas of highest demand.  Is that right?

3:17:20:

John Honker:  Correct.

3:17:21:

Commissioner Forssell:  And how many deposits did we get, again?  Seven hundred some odd?

3:17:26:

John Honker:  740.

3:17:27:

Commissioner Forssell:  So, how many of those, in the map, would the color of the sort of recommended fiber zones to do in the Option
2, under the areas of highest demand scenario -- how many of those seven hundred and -- I've already forgotten -- seven hundred and
some odd ...

3:17:48:

John Honker:  740.

3:17:48:

Commissioner Forssell:  ... are they hitting?

3:17:52:

###  The map again.

John Honker:  So, as far as the 740 deposits -- which I'll just turn that layer on for you here.  So, effectively, the 740 deposits are
distributed throughout these areas.

3:18:09

Commissioner Forssell:  Yeah.

3:18:09

John Honker:  We didn't consider any areas that had less than 5 deposits in the analysis.  Right?  So, we said, you know, if the
neighborhood has one deposit, it's not going to count.  Right?  It doesn't give us enough credence.  And, again, it's qualitative.  Right? 
Because --  But we have to have a place to start.  Right?  By looking at places where people have put down earnest money.  So, ....

3:18:32:

Commissioner Forssell:  So, a proxy for demand is having received 5 deposits.

3:18:37:

John Honker:  In -- yeah -- per each ....

3:18:39:

Commissioner Forssell:  Um hum.

3:18:39:

John Honker: ... neighborhood zone.

3:18:43:

Commissioner Forssell:  And then, in this proposal with -- um -- again, I believe the recommendation was yellow and green, how many
deposits total are encompassed in the areas of highest demand scenario?

3:19:01:



John Honker:  Um.  So, you have about 350 in these areas.

3:19:04:

Commissioner Forssell:  So, half of the deposits -- ish ...

3:19:08:

John Honker:  Correct.

3:19:08:

Commissioner Forssell:  ... would be served in this first phase.  Thank you very much.

###  I'm not sure where Commissioner Forssell is going with this.  I think all deposits "count" to show interest citywide, although not all
"count" to show sufficient interest in particular neighborhoods.

###  Maybe the map should have an extra dial to specify how many deposits it takes to display a neighborhood as sufficiently interested
(turquois).

3:19:19:

Chair Segal:  Commissioner Scharff.

3:19:20:

Commissioner Scharff:  Thanks.  I wanted to follow up on what Commissioner Smith said.  I was actually having a similar thought -- is
that if we start with Option 2, and it's going really well, can't we just continue to roll on, if City Council, at that point, decides to do that?

3:19:35:

John Honker:  You absolutely could, Commissioner Scharff.  So, the way, you know, you would look at this is, the first phase gets
deployed -- let's say it's two years between the first -- between Option 2 being deployed and then moving on to a further fiber to the
home deployment.  In that second phase, then, assuming things are going well with the first phase, you would have, you know,
additional -- you know, the additional financing that would happen in that year.  But it may create some opportunity, because you would
have a going-concern business at that point.  Right?  With going-concern revenues.  Maybe the financing looks different from a typical
revenue bond.  Maybe --  Or, maybe it's a mixed revenue bond, where the fiber facility can stand on its own, at that point.  Because it
has assets.  It has revenues.  And it has a track record.  So, you know, it would potentially open up more financing opportunities, to
mitigate some of the interest rate risks that's out there today.

3:20:43:

Commissioner Scharff:  So, I had the same thoughts, frankly.  Is that, you have an ongoing business.  We've proved some things. 
We've disproved other things.  We know where interest rates are, probably, a little bit better, a couple years down the road.  Hopefully,
inflation's moderated.  Hopefully, all of those risks we've talked about are moderating, or at least clearer -- than at this time and change
study's at.

3:21:09:

I was also wondering, what is the big fear of AT&T for?  I mean, why --  I mean, Comcast serves everywhere.  Is that it?  And then
AT&T only serves a few places, and we'll worry about being the third player?  It that it?

3:21:27:

John Honker:  I'm sorry.  I missed the first part of that question.

3:21:30:

Commissioner Scharff:  The first part of the question is, what's the big fear of AT&T?  Right?  I mean, --  I said, Comcast is everywhere,
and we just don't want to be where there are three players: us, and AT&T, and Comcast?

3:21:40:

John Honker:  I think the --  You know, and it remains to be seen, because, you know, typically in a fiber to the home build, you will have
the fiber competitor going head to head against the cable operator.  That's the typical build.  We don't see a lot of scenarios where you
have another fiber competitor --  Two fiber competitors in the same market, let's say.  So, there may not be --  That fear may be
unsubstantiated.  Right?  Only time will tell, when you went out.  But it would be substitute product in the market, that could lower take
rates.  Right?  If there's another --  You know, if AT&T is already competing with Comcast out there, and has some market share in
some neighborhoods, the City enters the market, you'll be going head to head with AT&T in those areas.  And they will be two fiber
products.  So, at the product level, there'll be, you know, a similar product.  Now, at the customer service, at the, you know, local
ownership level, -- Right? -- the other factors -- the other features -- of Palo Alto Fiber may still influence people to come over and say,
hey, we're going to -- we'd rather buy from Palo Alto Fiber than from AT&T.  But there is a core product there that's very similar, that in



most markets there isn't.  So, that's kind of how we would look at it.

3:23:08:

Commissioner Scharff:  OK.  Those blue areas.  They seem to split --  They seem to split right up to the -- um --  OK, there was another
color there.  Put all the colors up there for a second.  I guess the dark blue areas.  What are the dark blue areas again?

3:23:36:

John Honker:  The dark blue areas are where AT&T -- where residents who responded to the survey saying they have AT&T Fiber.

3:23:46:

Commissioner Scharff:  Well, we don't know if they do or not.

3:23:48:

John Honker:  We don't.  Again, qualitative.  They've reported that they have it.  We looked at their speeds.  And in most cases, the
speeds were, you know, up above 500 megabits, which, if AT&T is their provider, that has to be a fiber connection.  Typically, it can't be
a DSL or a copper connection.  So, we did a little bit of analysis to say, well, OK, do they really know what they have?  And if they do,
you know, are the speeds where they should be?  They could still be substituting one provider for the other.  They could still be saying,
well, I -- say I have AT&T but I actually have Comcast.

###  Did you look at upload speed?  (Comcast DOCSIS 3.1 HFC can do 500 Mbps down, but not 500 Mbps up, so it can't "spoof" AT&T
Fiber.)

I'm sure there's a few false positives in there.  But overall, as we looked at data, we saw quite a few.  We saw, you know, in each fiber
zone, it had 5-20 people reporting AT&T in those areas.  So, think of it as a general guideline.  What's also important is, if we zoom in. 
You know, these are large neighborhoods.  Right?  So, for example, here, in the northeast, you know, it may be that AT&T has a
deployment over in the very eastern side of the neighborhood, but hasn't moved into the central part of the neighborhood.  So, you
know, they are guidelines to think about.  A starting point.  For potentially moving into a certain area.  And there's other things that the
City can do to kind of vet that out, actually by riding out -- actually going out into these neighborhoods, and actually looking at the
infrastructure that's been built, to determine who's in each area.

3:25:27:

Commissioner Scharff:  I mean, it just seemed to me that if we did the blue areas, AND the green areas, and the yellow areas, that
seems like a much more viable business.  I'm also guessing that --  Like, I'm looking at some of these --   The blue areas are right up --
border the green areas.  Like, sometimes the completely surround them.  I would assume --  I don't know how --  If we said "go" today,
how long would it be until we actually had fiber to people's homes?  Or, if the City Council said "go," you know, next week, or whatever?

3:26:00:

John Honker:  You know, a conservative timeline would be 18-24 months.

3:26:05:

Commissioner Scharff:  And, you know, I guess what I'm figuring is that --  I don't know what AT&T's plans are.  Maybe you do.  But it
would seem, if they're completely surrounding those green areas, that they are going to --  In 18-24 months, they will have started
moving into more of the green area.  At least, that's what it LOOKS like, on the map.  I don't know why that's true.

3:26:27:

John Honker:  Yeah.  Which is a good argument for potentially picking an area that has more green, and, you know, more contiguous
green, and starting there.  Right?  Versus maybe starting in this green area, that's completely surrounded by blue.

3:26:46:

Commissioner Scharff:  Yup.  And I guess I would also argue for picking one of those neighborhoods where there's blue.  You know,
maybe where your cursor is now,

###  The cursor is roughly at Midtown.

where there's a lot of green there.  And seeing if your take rates in the blue areas are really worse.  So you actually know that, as you
do some of it.  So it's not just the green areas.  You know what I mean?

3:27:10:

John Honker:  Well, and -- it's part -- it's a very --  And it's a common practice.  Right?  So, let's say that if the construction is going on,
you know, right here in Old Palo Alto.  Right?  And the construction is happening on these streets, there's no reason why marketing
can't be going into here, to find out exactly what these customers have, and what they want.  Because, as that build is happening here,
it's very easy to start extending it in.  And that --  Until you actually are in construction, and are really in full marketing and sales mode,



you won't be able to predict that.  That happens with the actual running of the business.  Right?  ** people on the street.  Rolling out the
marketing campaign.  Having construction contractors hang door- -- put door-hangers on people's homes.  Right?  So they know that
the service is there.  And then finding out who wants it.  And if, you know --  Maybe you create a --  you create a rule that says, well, if,
you know, we get 30 people to sign up in here, we'll go ahead and build it.  Right?  As we're growing and building the green area.  So,
those are just the on-the-ground tactics that typically you're going to be doing as a broadband provider.

3:28:04:

Commissioner Scharff:  So, if we vote for [Option] 2 tonight, that doesn't mean that we're just saying the green areas.  Those issues will
be put together in a marketing plan, and come back to the City Council, or to us AND the City Council.

3:28:37:

John Honker:  Absolutely, they would be.  They would really have to be fully fleshed out, and go to this sort of -- be built into the go-to-
market strategy for, you know, actual implementation.

3:28:47:

Commissioner Scharff:  Yeah.  All right.  I'll stop there for now.  Thanks.

3:28:52:

Chair Segal:  Council Member Cormack.

3:28:54:

Council Member Cormack:  I want to take a moment to thank Chair Segal for repeatedly asking for this map.  I don't know how many
times you've asked for it.  And I want to thank you, Mr. Honker, for providing it.  Because this is the kind of conversation that I'm
listening to, that will be very important to making --  you know, when the Council makes a decision.  And I want to encourage staff, when
you bring this forward, to sort of think about the advantages and disadvantages you talked about.  So, for example, from an equity
perspective, you can see that there's quite a large portion of the City that is completely uncovered.  Right now.  And, you know, it
doesn't take a rocket scientist to look at the dark blue of the AT&T Fiber and think about -- um -- house prices, for example.  Um.  So,
this map is extremely valuable.  And I think it's going to be hard to convey in a staff report.  We get them printed -- those of us who get
them printed.  I'm sorry for all this detail, but, like, this is really important.  We get it printed in black and white and gray.  So, you know,
maybe the multiple layers need to come in color print. for people who get the printed packets.  'Cause this really is going to move the
discussion from people's personal experiences to an understanding of how this will affect the entire City.  And, you know, you could
imagine people making a different decision about 1 and 2 -- Options 1 and 2 -- based on seeing where we would NOT be providing
service for some time, and where it does not appear that AT&T is currently providing fiber.  So, again, my sincere thanks to Chair Segal,
for your perseverance.  And to Magellan for providing this.  I think it will be very helpful as we go forward and make decisions.

3:30:54:

Chair Segal:  Commissioner Forssell.

3:30:57:

Commissioner Forssell:  I appreciate that point as well.  And I want to add to it.  'Cause I'm --  I think we --  I would like to be talking
about broadband and not just fiber.

###  In that case, I think UAC and Council should be VERY careful to agree on what definition of the "broadband" they're interested in
talking about.  FCC's current definition of broadband is inadequate: only at least 25 Mbps down and only at least 3 Mbps up.  (And
these are "up to" speeds -- not guaranteed.)  FCC Chair Rosenworcel wants the FCC to update the definition to at least 100 Mbps down
and at least 20 Mbps up.  But that may not happen until a 5th FCC commissioner is appointed.
https://arstechnica.com/tech-policy/2022/07/fcc-chair-proposes-new-us-broadband-standard-of-100mbps-down-20mbps-up/
Rosenworcel is also proposing a separate "national goal" of 1 Gbps down and 500 Mbps up.

###  If Council said the "broadband" we're interested in is at least 1 Gbps symmetrical (regardless of what the FCC's definition of
broadband is), that would be great -- for now.  In the future, I think we'll want to increase that definition from time to time.  And I think
only fiber can support that.

To the point that was raised by one of our public commenters --

###  Hamilton Hitchings (2:00:24).

and looking back at the study -- one of the documents from our study session, that showed that in the survey, very few people are
interested in faster upload speeds.

###   I think Commissioner Forssell is citing the 09-19-22 staff report, Figure 7 (PDF page 42, Packet Page 78).
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/city-council-agendas-
minutes/2022/20220919/20220919pccsm-amended-linked.pdf

###  I think Figure 7 doesn't say people aren't interested in faster upload speeds.  I think it says people would be more likely to switch to

https://arstechnica.com/tech-policy/2022/07/fcc-chair-proposes-new-us-broadband-standard-of-100mbps-down-20mbps-up/
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/city-council-agendas-minutes/2022/20220919/20220919pccsm-amended-linked.pdf
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/city-council-agendas-minutes/2022/20220919/20220919pccsm-amended-linked.pdf


a product that had 1) lower price, 2) faster speed, or 3) higher reliability than to a product that had 4) faster upload speed.

###  I don't know exactly how the questions were worded.  Were respondents told -- or did they infer -- that "faster speed" meant faster
download speed only?  Or were respondents told -- or did they infer -- that "faster speed" included faster upload speed?

###  One of the uses of the upload network is to send acknowledgements (ACKs) for downstream packets.  If the upload network
becomes congested and ACKs are delayed or lost, that affects download speed.  But the average survey respondent may not have
thought about that.

And so, some kind of an indication of just whether people have good broadband available to them, instead of being solely focused on
fiber, I think is important to include in the discussion.

3:31:44:

I'm thinking back to when I started on the UAC in 2016.  And it was right as the conversations with Google Fiber were deteriorating. 
And there was much handwringing around the fact that AT&T was not providing fiber, as they had promised to do.  And the tone of the
conversation that I remember at the time was not -- we just wanted someone to provide fiber.

###  I'm not sure how to parse this.

And I feel like we're a little bit -- I worry -- losing sight of the goal, which is just that our community be served with broadband.  Not that it
be the City versus AT&T, and we win.  And I really want to just draw attention to that.  That I'm not convinced that the goal is to duke it
out with other providers.  My goal is for that -- everybody in Palo Alto to have access to good quality broadband.

###  At reasonable prices, reasonable reliability, reasonable privacy, reasonable net neutrality, etc.?  ("Broadband" usually just refers to
speeds.)

3:32:47:

And I think that, you know, the unique ability of City-owned fiber is not necessarily that it will be cheaper.  In fact, it seems unlikely that it
will be cheaper.  Which is the number one concern in the survey.  I do --  You know, I'm personally excited about better privacy and no
data caps.  But, again, it doesn't appear from the survey that much of the community is interested in that.

3:33:14:

So, I'm definitely not interested in a revenue bond.  Or Option 1.  For all the reasons that have been raised.  It seems really risky.  I don't
think that the City should be in the business of, you know, taking business risks to duke it out with a -- other companies providing
something similar.  I do think that we should be laser focused on providing broadband access to those of us who don't have it.  And so,
Option 2 is intriguing, but I still -- I would love to see the options be expanded to -- we have lowest-cost, we have demand, we have not
served by fiber.  I would really love to see something that's just, like, areas of need.  Which I still feel like we haven't quite captured. 
Demand kind of captures it.  Not having AT&T kind of captures it.  But my motivation for being interested in fiber is to serve those who
have no options to get decent broadband.  And I still --  I would like to see a map that captures that.  You know.  And a cost estimate to
match.  As the place to start, for an Option 2 scenario.

3:34:40:

Dave Yuan:  John --  Sorry, I was going to ask John.  John, would you provide that map as well?  Regarding broadband speed?  From
the survey?

3:34:49:

John Honker:  I think we --  Well, absolutely, we would be able to do that.  So, we could look at, you know, what -- from the residents
that responded, we have, you know, the speeds that they're reporting that they receive.  And also what they actually are testing at.  So,
I'm sure we can build a map to do that.

3:35:11:

Commissioner Forssell:  I mean, in -- That would be a great start.  In theory, some of them, perhaps, could pay more and get better
service.  But the map that you're indicating -- that's the speeds that they have -- would be very helpful.  Especially if patterns emerge
that are geographic patterns.

3:35:31:

Oh, and the only other thing to throw in, I guess, is an understanding of how internet works in multi-family buildings.  The --  It is higher
density.  But my understanding is that is, you know, individual apartment residents can't make the decision to switch.  And it's a multi-
year contract with the building owner or operator.  So, I would like to have a better understanding of that dynamic, as -- you know, as we
-- projection of take rates, or whatnot, in the different neighborhood scenarios would play out.  'Cause certainly our multi-family housing
is concentrated in certain areas of the City.  So, it feels like that would affect this conversation.  And it's probably out of the scope of this
conversation to think about future new housing being built, and what the City might be able to offer there.  So, I think that 's the main
bulk of my comments.  Thank you.

3:36:37:



Chair Segal:  OK.  Go ahead.

3:36:40:

Vice Chair Johnston:  So, I too remember the conversation that we had.  It was actually six years ago tonight that UAC discussed fiber.

###  The 11-02-16 UAC agenda had an Item IX.4, "Fiber and Wireless Update."  But there was no staff report.
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-
agenda-and-minutes/agendas-and-minutes-2016/final-uac-revised-agenda-november-2-2016.pdf
Minutes here:
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-
agenda-and-minutes/agendas-and-minutes-2016/final-uac-minutes-of-november-2-2016-meeting.pdf
Video here (0:15:02 to 1:23:08):
https://midpenmedia.org/utilities-advisory-commission-11022016/
TRANSCRIPT here (pages 42-71):
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/city-council-agendas-minutes/00-
archive/2016/doc-letters-11-28-2016-set-1.pdf
 
And we were told, basically, that Google was no longer willing to talk about working with the City.

###  My recollection is that Google had decided not to deploy Google Fiber after all -- in Palo Alto and  a lot of other cities.
https://www.cnet.com/tech/services-and-software/google-fiber-pause-rollout-october-2016/
Google hadn't been "working with" the City in a partnership.  It had been figuring out how to deploy its own FTTP service -- with
cooperation from the City, of course.

AT&T had shown NO interest whatsoever in working with the City.

###  My recollection is that AT&T was figuring out how do deploy FTTP on its own.

And, you know, six years later, we don't have any progress, in the sense that we don't have any more people connected.

###  AT&T Fiber has deployed to some places in Palo Alto.  But, yeah, the City hasn't connected anyone to the City's FTTP service.

But we've made a lot of progress in terms of thinking about how to achieve what I think we agree is the goal.  Which is to get high-speed
broadband service to everyone in Palo Alto.

###  Again, at reasonable prices, reasonable reliability, reasonable privacy, reasonable net neutrality, etc.

I think that's been the goal.  And we ought to continue to move toward that goal.  I don't think that Option 3 moves us toward that goal,
because I think we're -- we'll be stuck in the same place that we have been, which we don't have any ISPs or third parties are coming
forward and saying, you know, we want to participate.

###  Good point.  Part of the 11-02-16 meeting was an update on the RFI (Request For Information) the City had issued to find potential
partners.  A slide said, "None of the responses completely align with the City objectives contained in the RFI."

3:37:56:

I came into the meeting this evening thinking that Option 1 was the best, because that would actually move us toward the goal.  But I
have listened to the discussion about the interest rates and the -- and listened to Director Batchelor talking about what we're definitely
going to have to do.  And so, we shouldn't try to maximize that opportunity.

###  I didn't understand this point.

So, I, at this point, come down in favor of Option 2.  And I agree that it's going to require some additional thinking about where we would
start that build-out.  But that seems to me to be the safest option.  And to build up a track record, which would allow us, if it's very
successful --  As others have said, if the first phase goes well, and it looks like we would get a high take rate throughout the City, we
could maybe accelerate the rest of the build-out.  Those are my comments.

3:39:14:

Commissioner Metz:  Well, first of all, I'd just like to applaud the research effort that went into this.  I thought it was very valuable.  Not
totally a happy story.  But still very illuminating.  As I understood it -- and I'm not sure I did after I heard the answer to Commissioner
Smith's question, so, maybe you can clarify it --  but as I heard it -- read it -- it sounded like all the cities in California delivering
residential broad- -- you know, high-speed internet --  And there were not --  First of all, there were not many found in our study, but all
of them were partnering with an ISP.  There wasn't a counterexample to that.  Is that still cor- --  Is that correct?  Or, is it --

###  San Bruno is the ISP providing broadband citywide, using that city's infrastructure -- FTTP to some areas and HFC to other areas.
https://sanbruno.ca.gov/825/Fiber-to-the-Home

###  Santa Monica is the ISP providing broadband, using its FTTP infrastructure, to some businesses and some affordable housing
buildings.
https://www.smcitynet.com/

https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-agenda-and-minutes/agendas-and-minutes-2016/final-uac-revised-agenda-november-2-2016.pdf
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-agenda-and-minutes/agendas-and-minutes-2016/final-uac-revised-agenda-november-2-2016.pdf
https://www.cityofpaloalto.org/files/assets/public/agendas-minutes-reports/agendas-minutes/utilities-advisory-commission/archived-agenda-and-minutes/agendas-and-minutes-2016/final-uac-minutes-of-november-2-2016-meeting.pdf
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https://www.smcitynet.com/


###  Loma Linda is the ISP providing broadband, using its FTTP infrastructure, to some neighborhoods.  (It's not a poster child because
its speeds are low.)
https://www.lomalinda-ca.gov/services/l_l_c_c_p

###  I don't claim that this is a complete list.

3:40:00:

Dave Yuan:  Yeah.  Those partnerships, usually, they are targeted areas.  They're not doing the full citywide deployment.

###  This doesn't answer Commissioner Metz's question.

3:40:06:

Commissioner Metz:  OK.  So, that was the model.  So, that obviously suggests a risk.  I mean, it suggests both a model for going
forward, and also a risk to doing something else.  That said, you know, our previous research had said that there is strong community
support, in terms of take rate.  I think.  Also, the majority of residents are unbundled.  More than 50 percent unbundled internet from
cable -- from entertainment.

###  That is, more than 50 percent did take internet and didn't take a traditional TV service.  (Some may receive entertainment content
over the internet.)

So I thought that was good news.  So, my thought was, doing Option -- similar to what has just been discussed -- do Option 2.  And by
doing that, make ubiquitous high-speed broadband a fait accompli in Palo Alto.

###  I'm not sure what "high-speed broadband" means.  "High-speed" suggests some kind of speed, but I don't know what it is. 
Similarly, "broadband" suggests some kind of speed, but I don't know what it is.

###  Option 2 won't make anything "ubiquitous" for quite a while.

And use that kind of stake in the ground to possibly, in parallel, explore partnering with an ISP.  And I mean "ISP" in more the ordinary
sense of the word, namely, a service provider.  Not somebody who does insta- -- necessarily who does the -- you know, the ca- -- the
fiber installation.

3:41:15:

Also, I think -- and I think other people have mentioned this -- you know, if this -- that seems to be going swell, you know, we can
accelerate it.  There's nothing that stops us, two years from now, from saying, wow, people are banging on the door for more, let's
accelerate this.  And then, as has been pointed out, we have revenue coming in the door.  So, it's much easier to do it, too.  So,
anyway, that's my thought.  I think the idea of working -- given the other kinds of models we've talked about for spinning this up,
including city employees, with all the problems we've had scaling in other parts of the utility, I think partnering with an ISP could be a
good way to get this going fast.  Especially somebody who's done it in three or four other cities, you know, seems to, you know, be a
good way to ensure that it kind of would work.

3:42:06:

Dave Yuan:  Yeah.  I think that is the thought.  We start outsourcing the ISP service, then you're getting -- So, that is part ...

3:42:11:

Commissioner Metz:  I think the reason that one chart that showed the other cities that were doing something like this,

###  Packet Page 116

there were, like, four different companies that seemed to be cutting across all the cities.

3:42:27:

Chair Segal:  I had a couple questions.  Starting with one.  I'm really intrigued by the synergies, if this is with electrification.  Do we have
any sense when electrification projects might start?  And then -- on a totally separate one, but I'm going to throw it out there now -- is -- 
Thank you for finally sending this sheet about where California cities are at.  And as I read that sheet, I thought, there's no city in
California that currently does what we're proposing to do.  And I'm wondering if, Mr. Honker, you have any thoughts about why that is.

3:43:07:

John Honker:  You know, it's --  Chair Segal, it's interesting.  'Cause we've seen, you know, in almost every other state where there
aren't restrictions, we see cities providing service.  Right?

###  Not only that, we see cities providing FTTP service in states, like Tennessee, Utah, Louisiana, and North Carolina, where there
ARE significant restrictions at the state level.

So, you know, there's a number of states where it's restricted.  And then, there's a number of states where it's not restricted by statute. 

https://www.lomalinda-ca.gov/services/l_l_c_c_p


And, the states that it's not restricted by statute, we see, you know, municipal broadband service providers out there every day.  You
know, I --  We don't know the dynamics in California.  And it's interesting, 'cause we work with so many California cities.  And we hear,
you know, costs being higher as one of those reasons.  You know, generally, in terms of labor.  CalPERS.  That has been kind of a
recurring theme that we've heard in the past from other cities that have either considered or have started to deploy fiber to the premise.

3:44:13:

Chair Segal:  Is there any guesstimate --  Thank you -- any guesstimate about when electrification upgrades would begin?

3:44:23:

Director Batchelor:  Not at this point.

3:44:26:

[laughter]

3:44:27:

Chair Segal:  I thought you might say that.

3:44:27:

Director Batchelor:  I don't want to put that out there tonight.

3:44:28:

Chair Segal:  No, no, that's fair.  That's fair.

3:44:30:

A couple other thoughts, I think.  A few of us have said it, but I go back to what is the purpose of this project.  And if the purpose is to
provide -- is to -- well, yeah, to provide what we've already said -- better internet -- broadband -- to those who don't have it, I don't find -- 
I shouldn't say I.  I've spoken to many, people outside of the survey.  I worry that surveys are a little bit distorted, because the people
who respond to it are the most engaged -- on both sides.  And so, I did a lot of independent research, to try to reach out to people.  And
I found two -- let's say under 10 percent of the people I spoke to who thought that the fact that Palo Alto offered -- would be offering the
service would have been -- would be reason alone to switch over.

###  Was it a representative sample of people?

There's a lot of --  We haven't talked about it, but switching over is not simple for everyone.

###  That sounds like a potential future topic.

And there's a lot of inertia.  So, when I look at that map, I come out very differently than Commissioner Scharff.  I think -- I see anywhere
that says AT&T Fiber reported and AT- --  Well, I guess it's purple and blue -- the darker blue --  To me, those would be the last ones to
look at, because my goal would be to equalize access for the City.  And to help those who don't have it.  And if we're learning how to do
this business, I don't -- it's hard for me to understand why we would want to jump in and compete.  As the first step, I think we'd want to
start where we had a little more freedom.  Um.  I, too, came in thinking --  I'm not sure it's the right idea to do it at all.  But I came in
thinking, if we were going to do it, that we should just do it.  But after tonight, I'm probably switched more toward Option 2, as well.  And
then, I really -- I thought, listening to something Commissioner Scharff said early on, this idea about incentives --  It's way down the line,
but this idea of sort of free internet for some period of time to incentivize is super-intriguing, especially, again, because there is a lot of
start-up effort and cost.  And I think you need to hook people.  It needs to be worth their while.  And hook them.  Because just like we
see, you know, great deals --  I can't say "we," 'cause I don't -- but people in the City -- you know, to play off Comcast and AT&T, if you
have both those.  They've figured out the same thing.

3:47:16:

OK.  i see Commissioner Scharff.

3:47:19:

Commissioner Scharff:  Yeah.  I just wanted to clarify.  What I'm interested in is, I don't think we need to make the decision tonight about
where to go.  We need to make the decision on which Option.  But my concern is not necessarily to go head to head with AT&T, or go
into the blue-colored areas, of whatever.  It's to have a viable business, frankly.

3:47:40:

Chair Segal:  You're kind of breaking up.

3:47:43:



Commissioner Scharff:  I don't know why.  I guess I don't have good internet.  I'll have to switch.

###  Commissioner Scharff was apparently trying to make a joke.  But what kind of internet service DOES he have?  (And ditto for the
other commissioners.)  Does the ISP throttle the bandwidth after he's been on a Zoom call "too long"?

###  On the other hand, maybe just speaking into the microphone would help.

Maybe I should go with Option 1.  The real concern for me is that we demonstrate, if we do Option 2, that we have a viable business. 
And we do whatever it is that makes the right business decisions to demonstrate that.  Because I don't think we could have a business,
for instance, that subsidizes, you know, people that can't pay for the internet.  Or if that's all we focus on.  I think we need to put up a
viable business.  And once you have a viable business, then you can provide for, you know, internet for those who don't have it, for
those who --  But at first, what you have to do is, you have to create the business, so you can support subsidizing it, if that's what the
City chooses to do, to other people in the community.  And if we don't create a viable business to start with, the whole thing will fall
apart, and we'll never go to the whole City.  So, I DO think that's what the purpose needs to be, whatever that business decision is, of
what --  And I don't know what that is.  I don't know where we should go first.  It made sense for the green, in that --  But I think, first, you
make the decision, if you're going to do Option 1, to **  And then, from there, they come back to us with studies on particular items, and
develop the business plan.  And I'm not even sure the business plan issues should be decided by us or the Council.  I'm not sure we're
qualified.

###  The way City government works, UAC recommends, and Council decides.

But anyway, I think those are -- those are my thoughts on that.  I didn't want to be -- let people think I'm arguing for going into the blue
areas.  Other than, I said, as a test to see IF we have a similar uptake or not.  That really was my point there.  It was about testing the
different theories, so that as we move forward, to develop what's the best viable business plan, we have metrics that we understand.

3:49:39:

Chair Segal:  OK.  Thanks.  Thanks for clarity.  And I guess I would ask you, Council Member Cormack, what's the most useful -- 
There's this action item to choose 1, 2, or 3.  I don't know if that's what Council wants us -- to declare 1, 2, or 3.  I mean, I can say, for
me -- and, again, I spoke to so many people, and it's not clear to me that residents want fiber.

###  Slide 15 -- UAC RECOMMENDATION

###  I don't know why this slide appeared at this time.

It's clear to me that residents want good internet access.  It's VERY unclear to me that they want Palo Alto Fiber.  But it's also --  If I'm
choosing one, I certainly have an option that's more clear.  So, I don't know what's most useful.

3:50:23:

Council Member Cormack:  I'm going to defer to staff on this.

###  I would like to have heard something like this:  The reason there is a UAC is so that the Commission can look into issues in more
detail than Council has time to do, and then provide its best advice to Council.  It should not just guess what Council wants to hear, and
then say that.  If Council doesn't agree with UAC's advice, so be it.  They won't be constrained by it.

3:50:28:

Director Batchelor:  Well, I think that, from staff's perspective, we were hoping that the Commission was going to be able to make
SOME type of recommendation to the Council.  Um.  I mean, we put these options in here.  We're definitely open to a Commission to
see if there was another option, other other options, that were more favorable than the ones that we came up with.  But I think, though,
that, you know, we'll definitely capture this whole conversation that we had tonight -- to the Council.  But, while we wanted to make it an
action item.  And I thought, from what I heard --  My plan was, at first, was --  I wasn't bringing it back here.  After we had the
conversation with Council

###  And the UAC, on 09-19-22.

I was thinking that we were just going to go to Council, and to have Council make the final decision.  So, the thought was, come back
here, think out these options for you tonight, and hope to get some type of direction on what we would like to -- at least --  If you want to
leave all three options for Council --  But make a recommendation that the Commission made a decision that this might make the most
sense.  Then, at least we have something to take to Council.  And at least they'll know, from a Commission standpoint, what your
feelings are.

3:51:46:

Chair Segal:  Commissioner Scharff.

3:51:47:

Commissioner Scharff:  You know, I'd like to move Option 2.

###  A MOTION. -



3:51:53:

Vice Chair Johnston:  I'll second.

3:51:57:

Chair Segal:  OK.

3:51:59:

Commissioner Forssell:  Can we --  Can we discuss the motion before voting.

3:52:02:

Chair Segal:  Sure.

3:52:04:

Commissioner Forssell:  'Cause I certainly share the sense that we all are warming towards things that feel like Option 2.  I just want to
make sure that it doesn't -- that we're not being too specific in the recommendation.  You know, that it --  That the idea around Option 2
that I'm interested in supporting is just something that's limited, that doesn't raise a revenue bond.  You know, I don't know  if $20 million
is the right number.  As I mentioned earlier, I'm interested in, you know, a fourth way of defining like what's the right area to start.  So,
something that captures that there's some sort of additional decisions to be made, but that -- the idea of a -- a more limited initial build-
out that doesn't require bond financing.  If we can define Option 2 that way, perhaps.  I'm curious, your thoughts, Greg -- Commissioner
Scharff -- since it's your motion.

3:53:10:

Commissioner Scharff:  Yeah.  I mean, I guess, that's sort of what I heard.  I mean, I heard that if we go with Option 2, that they will
come back to discuss the details of what that looks like.  And, actually, I would assume they would come back several times.  Right?  I
mean, this really isn't a business plan, and fleshed out.  This is the big decision that we're not going for bond financing.  We're going to
use the money we have, basically, and try and move forward.  And do that.  And how many homes can we serve.  And, you know, what
is the best thing it looks like.  I mean, that's -- that was my sense.  But maybe staff ....

3:53:49:

Commissioner Forssell:  So long as that's clear.

3:53:51:

Commissioner Scharff:  Yeah.  Maybe.  And, I mean, if staff had a different view of it, I think it would be great if they spoke up.  But that
was sort of my sense of it.  So, if I'm reading that wrong, you know, let me know.

3:54:01:

Dave Yuan:  Yeah.  I think Option 2 is just to have a phased approach without any bond financing.  We aren't fixed on that $20 million,
like you mentioned.  We will have to do more analysis, to see what the construction -- where areas are, and what the rates will be. 
What the costs will be.  But the whole thought -- concept of it is just to not go debt service with the option, but still build the backbone,
and also at least begin to build fiber to the premise in some areas.  And provide that service.

3:54:31:

Commissioner Metz:  I would favor that -- you know, the motion, Option 2, but I would like to highlight the ISP ingredients captured in
Option 3.  Because I don't think that's been discussed previously.  At least I don't recall that.  So -- And I think that could be a very
positive ingredient, particularly since it seems to be how other cities in California are doing this.

###  Shafter (population 20,768) outsources.  ("Business and residential services are provisioned and supported directly by established,
qualified service providers.")
http://www.shafterconnect.com/

###  Rancho Cucamonga (population175,142) partners.  ("The City is proud to partner with Onward as its retail internet service
provider....")
https://www.cityofrc.us/rcmu/rcmu-fiber-optics

###  Who else?

So, I would like somehow to convey that that's something that Council should be considering.

3:55:01:

Dave Yuan:  I think that would come of the outsourcing model for Option 2.

http://www.shafterconnect.com/
https://www.cityofrc.us/rcmu/rcmu-fiber-optics


###  Or, for that matter, for Option 1.

So, we could contract that out -- the ISP service part of it.  And find a partner to do that.

###  I'm not comfortable with calling the entity doing the outsourced stuff a "partner."

So, I think that is -- does not preclude it, I guess.  From what's currently listed.

3:55:14:

Vice Chair Johnston:  Yeah.  My only concern about going too far down the road on the ISP is, I don't -- I wouldn't want to see that be a
condition of moving the project forward.  I think if, along the way, we're able to work with an ISP, that's great.  But, ....

3:55:32:

Commissioner Metz:  Actually, I agree with that.  You know, I don't mean to make it a, you know, a ** -- a gate for going forward.  I
agree with you.
  
3:55:44:

Chair Segal:  Commissioner Smith.

3:55:48:

Commissioner Smith:  Thank you, Chair.  I appreciate that.  I think, from my perspective, if we vote Option 2, we push -- to use our Vice
Chair's phrase -- we push the project forward.  And I think that's good.  With respect to how we fund it, we have fund[ed] it.  So, we're
agreeing that we're going to spend what money we have first.  As a team.  And we're recommending to Council that we spend the
money that we have first.  What money is available, we spend that first.  But I don't want to restrict our City Council, let alone the
individuals who end up actually running this business -- their own abilities, their own capabilities -- for HOW to build the business, HOW
to run the business, and, preferably, how to do it efficiently.  Economically.  So, my preference is, if we're going to adjust the motion,
and we simply don't agree with moving forward with Option 2, which I -- I think I prefer, my preference is is that we vote on Option 2, but
then, to Dean's point, is there any reason for this to come back to the UAC?  Option 2 is the recommended way forward.  It seems that's
reasonable.  Perhaps City Council feels different, in their deliberation.  And they may kick it back.  I can see that happening.  But,
similarly, we're approaching this from a very conservative perspective.  We're using that money that we have available.  We have a path
forward.  At least it has been presented.  Now, granted, there's more work that's necessary.  Council Member Cormack raises a very
important point.  And this is something that is going to have to be fleshed out, post-discussion, with Council, is, how do we ensure
equitability.  And equality of services across the City of Palo Alto.  Right?  But that's something for the business to address.  I'm not so
certain it's something for us to address this evening.  Thank you.

3:58:34:

Chair Segal:  Ah, I've been reading Option 2.  The other pieces that --  I don't know what you're looking for.  What you're looking for. 
But it doesn't even decide between which phased approach is recommended, between lowest-construction-cost, highest-demand, or
least-competition.  So, ...

3:58:57:

Dave Yuan:  I don't think we have to decide on that tonight.

3:58:58:

Chair Segal:  Yeah.

3:58:59:

Dave Yuan:  We have to do more analysis and come back with different actions -- or just scenarios.

3:59:02:

Chair Segal:  Yeah.  I'm just struggling, just based on my conversation with so many people, whether to recommend fiber at all.  It's a --
If they're going forward, Option 2 would be the recommendation.  I don't know.

3:59:19:

Commissioner Forssell:  Thanks for putting up this on the -- on the --  Oh, sorry.  I didn't wait to be recognized.  May I?

3:59:26:

Chair Segal:  Yeah.  [laughs]

3:59:27:



Commissioner Forssell:  The --  I like the way it's phrased.  On the screen.

###  (Slide 15)

'Cause it's very top-level and directional.  So, if that's the motion, that makes a lot of sense to me.

3:59:40:

Chair Segal:  OK.  So, we have a pending motion for Option 2, that's seconded.  And this is Option 2 as we read it here, not what was in
our packet, then.

###  There are two one-sentence descriptions of Option 2 in the staff report.  One is on Packet Page 106.  The other is on Packet Page
132 (Slide 15)

3:59:49:

Dave Yuan:  That's correct.

3:59:49:

Chair Segal:  OK.  Got it.

3:59:51:

Commissioner Smith:  If I may -- sorry -- I don't agree with that.  Again, to the point of what happens in two years' time, when interest
rates collapse, and we're at zero again, and suddenly people are out of work, and they actually want to go to work for the City of Palo
Alto, because they have five years of fiber work to do, we buy it on the cheap, and suddenly, our $140 million investment is now $80
million investment.  Simply from an economics perspective.  I would prefer to leave it wide open, and address that later.  The original
measure --  The original Option 2, the way it was drafted in the packet seems appropriate.

###  I suppose this is the version on Packet Page 106.

Why would we direct Council -- I don't think that's in our purview.  To direct Council how to fund a recommendation.

###  Right.  UAC doesn't direct Council, but it can recommend to Council.

Correct me if I'm wrong, staff.  I --  That doesn't seem to be our remit.

4:00:57:

Director Batchelor:  You are correct, ...

4:01:00:

Commissioner Smith:  Thank you.

4:01:02:

Director Batchelor:  ... Commissioner.  It --  Yeah, it --  They're not going to direct   But I think that --  You know, I was just talking to
Dave just now.  And the thing is is that I'm not sure -- and this maybe -- I know this is getting late, but I'm not sure if that

###  Batchelor points to the screen, i.e., to the version on Slide 15.

is really the recommendation.  'Cause if you go back into the report, on page 106,

###  That is, Packet Page 106.

this one talks about "under a phased approach without new bond financing."  And I guess when you were having these conversations
about it -- that, you know, it wasn't just kind of spelled out, I guess, I was thinking --  I'm reading this right here.  I don't really
understand.  So --  And it talks about where the $34 million of fund.  $13 million from the Electric Fund.  To build the fiber backbone in
phase 1.  So, I don't know if there is some language there that you would prefer to have.

4:01:55:

Commissioner Scharff:  Well, let me clarify what the motion should be, then.  I'll just make it clear.

4:02:00:

Director Batchelor:  OK.

###  It's Chair Segal's prerogative to let Commissioner Scharff do this (or not), not Director Batchelor's.



4:02:00:

Commissioner Scharff:  You guys can either amend, or whatever.  But this is my motion.  Use $34 million from the Fiber Fund and $13
million from the Electric Fund

###  Why $13 million and not $18 million?

to build the fiber backbone and build phase 1 of the FTTP distribution network,

###  Why say "distribution"?  Why not just say "FTTP network"?

in a phased approach.  I'm not going to say based on whatever.  I'm just going to say based on a phased approach, because I figured
people should come back to us and tell us how to do it.  And I was just going to leave it at that.

4:02:32:

Commissioner Smith:  I love it.

4:02:32:

Commissioner Metz:  We have a second, correct?

###  Not exactly.  Commissioner Scharff's original motion was seconded, but not this version.
 
Chair Segal:  OK.  So, the amended motion ...

4:02:37:

Vice Chair Johnston:  I would second.

###  Good.

4:02:37:

Commissioner Scharff:  Well, I would call it the clarified motion.
 
4:02:42:

Chair Segal:  OK,  But because what we have in the packet is different --  OK.

4:02:47:

Commissioner Scharff:  Yes.  Yes.

4:02:52:

Chair Segal:  OK  So it's Option 2 in the packet, without the last clause.

4:02:58:

Commissioner Scharff:  Correct.

4:03:01:

Chair Segal:  OK.  Commissioner Smith.

4:03:06:

Commissioner Smith: I would vote for yes, for the amended motion that was just addressed.  [laughs]

4:03:13:

Chair Segal:  OK.  We're tired.  Commissioner Scharff.

4:03:17:

Commissioner Scharff:  Yes.

4:03:19:

Chair Segal:  Commissioner Forssell.



4:03:27:

Commissioner Forssell:  [pause] Yes.

4:03:29:

Chair Segal:  And I will vote yes.  OK.  Well, we're done with that item.

###  I don't know why Chair Segal didn't ask Commissioner Metz to vote, or why he didn't insist on it.

4:03:44:

Commissioner Smith:  Go, team.




